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On page 74, line 5, part of Secretary Celebrezze's reply to the chairman was omitted in the printed hearings. The first sentence of his
reply should read as follows:
Secretary CELEBREZZE. I favor both, providing we can bring both
within the reasonable limitations of the tax structure.
On page 74, line 10, another part of Secretary Celebrezze's reply to
the chairman was omitted in the printed hearings. The second sentence in the paragraph should read as follows:
Secretary CELEBREZZE. * * * I favor both the increase and the
King-Anderson approach, providing we can keep it, provided this
committee can keep it within a reasonable tax base.
On page 87, line 35, Secretary Celebrezze's reply is incorrectly
recorded in the printed record of the hearings. The verbatim reply
is shown below:
Secretary CELEBREZZE. In my opinion, if you passed the Mills bill
and still stayed within the barrierof not breaking the 10 percent, then
you will never get medical care for the aged and stay within the 10
percent.
On page 98, after line 42, the following replies to Senator Carlson's
question were omitted in the printed record:
"Mr. BALL. Yes, about another million and a half.'"
"Mr. MYERS. No, a million and a half total."
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SOCIAL SECURITY; MEDICAL CARE FOR THE AGED
AMENDMENTS
THURSDAY, AUGUST 6, 1964

U.S. SENATE,
COMITiTri,,E ON FINANCE,

Washington, D.C.
The committee met, pursuant to notice, at 10:18 a.m., ill room 9221,
New Senate Office Building, Senator Harry F. Byrd (chairman)
presiding.
Present: Senators Byrd, Long, Smathers, Douglas, McCarthy,
Hartke, Williams, Carlson, Bennett, Curtis, Morton, Dirksen, anid
Ribicoff.
Also present: Elizabeth B. Springer, chief clerk; and Fred Arner
and Helen Livingston, of the Education and Public Welfare Division,
Legislative Reference Service, Library of Congress.
The CHAIRMA.N. The committee will come to order.
The hearing today is on the social security bill, H.R. 11865,. and
amendments proposed thereto relating to medical care for the aged.
Two amendments on this subject have been introduced thus far. They
are amendment 1163, by Senator Javits, which is a modified version
of his bill, 5. 2431, and amendment 1178, by Senator Gore, which is
identical totli-e so-called King-Anderson proposal, S. 880, except as
to rate schedules and maximum taxable wage base. TJnl1-ac in the record a. copy of the bill, the amendments, and a committee print conparing the provisions in amendments 1163 and 1178. If additional
medical care for the aged amendments are introduced in the Senate
before the completion of these hearings, copies thereof will be inserted
in the record also.

SOCIAL

MEDICAL

SECURITY;

CARE FOR AGED

(The bill, amendments, and comparison referred to follow:)
[H.R. 11805, 88th Cong., 2d sesw.]
AN ACT To increase benefits under the Federal old-age, survivors, and disability insurance
system, to provide child's insurance benefits beyond age 18 while In school, to provide
widow's benefits at age 60 on a reduced basis, to provide benefits for certain individual
not otherwise eligible at age 72, to Improve the actuarial status of the trust funds, to
extend coverage, and for other purposes

Be it enacted by the Senate and Hou8e of Representatives of the United States
of America in Congres& a8sembled, That this Act may be cited as the "Social
Security Amendments of 1904".
FIVE PER CENTUM INCREASE IN OLD-AGE, SUIBVIVORS, AND DISABILITY INSURANCE
BENEFITS

2. (a) Section 215(a) of the Social Security Act is amended by striking
out the table and inserting In lieu thereof the following:
SEC.

"TABLE

FOR DETERMINING PRIMARY INSURANCE
BENEFITS

AMOUNT

AND

IV

V

(Average monthly wage)

(Primary
insurance
amount)

(Maximum
family
benefits)

It an individual's primary insurance benefit (as determined
under subsec. (d)) is-

At least-

But not more
than-

$13.49
14.01
14.49
15.01
15.61
16.21
16.85
17.61
18.41
19.25
20.01
20.65
21.29
21.89
22.29
22. 69
23.09
23.45
23.77
24.21
24.61
25.01
25.40
25.93
26.41
26. 95
27.47
28.01
28.69
29. 20
29. 69
30.37
30. 03
31.37

$13. 48
14.00
14.48
15.00
15.0
16.20
16.84
17.60
18.40
19.24
20.00
20.64
21.28
21.88
22.28
22.68
23.08
23.44
23.76
24.20
24.60
25.00
25.48
25.92
20.40
26.94
27.46
28.00
28.68
29. 25
29.68
30. 36
30. 92
31.36
32.00

am~lolnt

under 1958
Act, as
modified)

Or his average monthly
wage (as determined undcr subsec. (b)) isOr hisprimary insurance amount
(as determined under

And the
maxihnumn

The amount amount of
referred
benefits payable (as proto in the
preceding
paragraphs

of this

least-

(c)) is-

$40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
as11
69
70
71
72
73
74

FAMILY

III

if
(Primary
insurance

(Primary Insurance benefit under 1939 Act, as modified)

MAXIMUM

$58
70
71
73
75
77
79
81
82
84
86
88
90
91
93
95
97
9
100
102
103
105
107
108
110
114
119
12.
1?3
1,',3
137
142
147
151

But not

I more thau-

$67
69
70
72
74
76
78
80
81
8-3
85
87
89
90
912
91
96
97
99
101
192
104
106
107
109
113
118
122
127
132
136
141
146
150
155

subsection
shall be-

$42.00
43.10
44.10
45.20
46.20
47.30
48.30
49.40
50.40
51.50
52.50
53. 60
54.60
55. 70
56. 70
57.80
58.80
59.00
60.90
62.00
63.00
64.10
65.10
66.20
67.20
38.30
69.-0
70.40
71.40
72. 50
73.50
74.60
75.60
76.70
77.70

vided in see.
203(a))
on the basis
of his wages
and selfemployment
income shall
be$63.00
64.70
60.20
67.80
69.30
71.00
72. 50
74.10
7. 60
77.30
78.80
80.40
81.90
83.60
85.10
86.70
88. 20
89. 90
91.40
93.00
94.50
96.20
97.70
99.30
100.80
102.50
104.00
105.60
107.10
108.80
110.30
112.80
116.80
120.00
124.00
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if

III

IV

(Average monthly wage)

(Primary
insurance

3

(Primary

(Primary Insurance benefit under 1939 Act, as modified)

insurance

amount

under 1958
Act, as
modified)

If an Individual's primary Insurance benefit (as determined
under subsec. (d)) Is-

Or his average monthly
wage (as determined unOr Ills
primary hlsmur-

der subsce. (b)) is-

Tile amount
referred

to in the

anee amount
At least-

$32.01
32.61
33.21
33. 69
34.51
35.01
35.81
36.41
37.09
37.61
38.21
39.13
39.69
40.34
41. 13
41.77
42. 45
43.21
43.77
44.45
44. 89

But not more
thian--

$32.60
33.20
33.83
34.50
35.00
35.80
36.40
37.08
37.60
38.20
39. 12
39.68
40.33
41.12
41.76
42.44
43.20
43.76
44.44
44.88
45.60

amount)

(as determined under
subsec.

(c)) Is-

$75
76
77
78
79
8o
81
82
83
81
85
86
87
88
89
90
01
92
93
94
95
96
97
98
99
100
101
102
103
1ot
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127

1preceding
laragralphs
At least-

$156
161
165
170
175
179
184
ISO
194
198
203
203
212
217
22
226
231
230
240
245
250
254
259
264
268
273
278
282
287
292
290
301
306
310
315
320
324
329
331
338
343
348
352
357
362
366
371
376
380
385
390
394
399
401
408
413
418
422
427
432
437
441
446

But not
nmore than-

$160
164
169
171
178
183
183
193
1097
202
207
211
216
221
225
230
235
239
244
249
253
258
263
267
272
277
281
286
291
295
300
305
309
314
319
323
328
333
337
342
347
351
350
361
365
370
375
379
384
389
393
398
403
407
412
417
421
420
431
430
440
445
450

of this

subset ion
shall be-

$78.80
79.80
80.90
81.90
83.00
84.00
85.10
86. 10
87. 20
88.20
89. 30
90.30
91.40
92. 40
93.50
94.50
95.60
906.60
97.70
08. 70
99.80
100.80
101.90
102.90
104.00
105.00
106.10
107.10
108.20
19.20
110.30
111.30
112. 40
113.40
114.50
115.50
116.60
117.60
118.70
119.70
120.80
121.80
122.90
123.90
125.00
126.00
127.10
128. 10
129.20
130.20
131.30
1:32.30
133.40
134.40
135.40
136.40
137.40
138.40
139.40
140. 4
141.40
142.410
143. 40

(1\!axinmu m
family
benefits)

And tihe
maximumn
alloult )f
benefit" pay.
able (a, provided in see.
203(,1)
on the 5asis
of Ills w i'es
and slfemploy mvnt
Incoilme shall
he -$128.0)
131.20
135.20
139.20
142.40
146.40
150.40
154.40
157. M
161.60
165.60
168. SO
172.60
176.60
180.00
184.00
188.00
191.20
195.20
199. 20
202.40
206.40
210.40
213.60
217. 60
221.60
224.80
228.80
232. 80
236.00
240.00
244.00
247.20
251.20
254.00
251.00
254.00
254.00
254.8
256.80
258.80
260.40
262.40
264.40
266.00
268.00
270.00
271.6O
273. 60
275.60
277.20
279.20
281.20
282. 80
284.80
286.8O
288.40
210. 40
2)2.40
21 t.40
290.00
298. 00
300. 00"1

SOCIAL SECURITY; MEDICAL CARE FOR AGED
(b)

Section 215(c) of such Act is amemled to read as follows:
-Prinary Insurance Amiount Under 1958 Act, as 1' liied

"(M) (1) For tie l)lrpOses of coluiti11 11 of the table appearing in subsection
(a) of this section, anlindividual's primary insurance amotlt shall be computed
as )rovided in, and subject to the limitations specified in, (A) this section as
in effect prior to the enactment of the Social Security Amendments of 1964, and
(B) the applicable provisions of the Social Security Amendments of 1960.
(2) The provisions of this subsection shall be applicable only in the case of
all individlual-

"(A) who became entitled to benefits uitnder section 202(a) or section 223
prior to the second month following the month in which the Social Security
A ivitil(lIiteiits of 1(04 are enact id or who died prior to such s.econ( month,

an(l
(5) of subsection
to whomit neither liaragraph (4) nor paragrahl
"(1B)
(b) is applicable."
(c) (I) 'aragra)h (2) of sect ion 203 (a) of such Act is amended to read as
follows :
"(2) when 2 or more persons were entitled (without the application of
section 202(j) I
and section 223(b)) to monthly benefits.,;idersections
202 and 223 for the first month following the month in which the Social
Security Amendments of 1964 are(en(ted on tle basis of the wages and
self-employment incoute of such insured individual, such total of benefits
shall not le reduced to less than the larger of"(A) the amount determined under this subsection without regard to

this paragraph, or
"(B) Ihe sumn of the amounts derived by multiplying the benefit
amount (determined under this title as in effect prior to tile enactinent
of the Social Security Amendlm(ents of 196-) of each such person for tle
month specified therein by 105 percent and raising each such increased
amount, if it is not a multiple of $0.10. to the next higher multiple of

$o.10."
(2 1 'aragtraiph (3) of such section 203 (a) is repealed.
(d) The a mimii(iments male by this section shall apply with respect, to monthly
benefilts under title II of the Social Security Act for ionths after tie first month
1i in which this Act is enacted and with respect to lump-sum
following the month
death payments tm(her stncl title in the case of deatIs occurring after such first

month.
(e) I1fan individual was entied it a disabilityy insurance benefit tinder section
223 of (lie Social Securit..* Act for the first month following (he month in which

(his Act is enmctedl and became entitled to old-age insurance benefits

iler sec-

tion 202ta) of such Act, or died. in the inoth following si(h first month. then,
for purjtoses of section 215(a) (4) of the Social Security Act. as amiended by this
Act. the auntt
in column IV of tle table appearing in such section 215(a) for
line on which in
such( individual shall be the aitount in such coMnimiotie

'idmimi If alplears his primary imsratnce aniount (as deteriited tider section
215(e) of such Act) instead of the amnmit in eolmim IV equal to his tlisalility
insuran te benefit.
PAYMENTS OF CIIII'S INSURANCE BENEFITS AFTER ATTAINMENT OF AGE EIGHTEEN
IN CASE OF CIIHf.D ATTENDING SCHOOL

Src. 3. (a)

Section 202(d) (1) (B) of the Social Security Act is amended by

striking out "either" before "(i)", and by striking out "or (ii)" and inserting
in lieu thereof ", (it) was a full-time student and had not attained tle age of
twenty-two. or (iii)".
(b) (1) So much of the first sentence of section 202 (d) (1) of such Act as follows subparagraph (C) Is amended to read as follows:
"shall be entitled to a child's Insurance benefit for each month, beginning with
the first month after August 1950 in which such child Iecomes so entitled to such
insurance benefits and ending with the month preceding whichever of the following first occurs-"(D) the month in which such child (lies, marries, or is adopted (except
for adoption by a stepl)arent, grandparent, aunt, or uncle subsequent to the
death of such fully or currently insured individual),
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"(E) in the case of a child who is not under a disability (as defined in
section 223(c)) at the time he attains the age of 18 and who during no part
of the month in which he attains such age is a full-time student, the month
in which such child attains the age of 18,
"(F) in the case of a child who is a full-time student during the month in
which he attains the age of 18, the first month (beginning after lieattains
such age) during no part of which he is a full-time student or the month in
which lieattains the age of 22, whichever occurs earlier, but only if in the
third month preceding such earlier month he was not under a disability (as
so defined) which began before he attained the age of 18,
"(G) in the case of a child who first becomes entitled to benefits under
this subsection for the month in which he attains the age of 18 or a subsequent month and who in the month for which he becomes so entitled is not
under a disability (as so defined) which began before he attained the age of
18, the first month (after liebecomes so entitled) during no part of which
he is a full-time student or the month In which lie attains the age of 22,
whichever occurs earlier,
"(H) in the case of a child who after he attains the age of 18 ceases to be
under a disability (as so defined) which began before he attained the age of
18, and who either (I) attains the age of 22 before the close of the third
month following the month in which he ceases to be under such disability or
(it) was .9full-time student during no part of such third month, the third
month following the month in which he ceases to be under such disability, or
"(I) in the case of a child who after lie attains the age of 18 ceases
to be under a disability (as so defined) which began before lie attained
the age of 18, but who has not attained the age of 22 before the close of
the third month following the month in which he ceases to be under such
disability and is a full-time student in such third month, the earlier of (i)
the first month (after such third month) during no part of which lie is
a full-time student, or (ii) the month in which lie attains the age of 22."
(2) The second sentence of section 202(d) (1) of such Act is repealed.
(3) Section 202(d) of such Act is further amended by adding at the end
thereof the following new paragraphs:
"(7) A child whose entitlement to child's insurance benefits on the basis of
the wages and self-employment income of an insured Individual terminated
with the month preceding the month in which such child attained the age of
18, or with a subsequent month, may again become entitled to such benefits
(provided no event specified In paragraph (1) (D) has occurred) beginning
with the first month thereafter In which he is a full-time student and has not
attained the age of 22 If he has filed application for such reentitlement. Such
reentitlement shall end with the month preceding whichever of the following
first occurs: The first month during no part of which he is a full-time student,
the month in which he attains the age of 22 or the first month In which an
event specified in paragraph (1) (D) occurs.
"(8) For the purposes of this subsection"(A) A 'full-time student' is an individual who is In full-time attendance as a student at an educational institution, as determined by the Secretary (in accordance with regulations prescribed by him) in the light of
the standards and practices of the institutions involved, except that no
individual shall be considered a 'full-time student' If he is paid by his employer while attending an educational institution at the request, or pursuant
to a requirement, of his employer.
"(B) Except to the extent provided in such regulations, an individual
shall be deemed to be a full-time student during any period of nonattendance at an educational institution at which lie has been in full-time attendance if (I) such period is 4 calendar months or less and (ii) lie shows
to the satisfaction of the Secretary that lie intends to continue to be In
full-time attendance at an educational institution immediately following
such period.
"(C) An 'educational institution' is (i) a school or college or university
operated or directly supported by the United States, or by any State or
local government or political subdivision thereof, or (ii) a school or
college or university which has been approved by a State or accredited
by a State-recognized or nationally-recognize(l accrediting ag ncy or body,
or (iii) a school, or college or university for which there is no such agency
or body or which has been in operation an insufficient period of time for
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such approval or accreditation, but which Is approved by the Secretary
in accordance with regulations prescribed by him."
(c) (1) Section 202 of such Act Is amended by inserting immediately after
subsection (r) the following new subsection:
"Child Aged 18 or Over Attending School
"(s) (1) For the purposes of subsection (b) (1), (g) (1), (q) (4), and (q) (6)
of this section and paragraphs (2), (3), and (4) of section 203(c), a child who
is entitled to child's insurance benefits under subsection (d) for any month,
and who has attained the age of 18 but is not in such month under a disability
(as defined in section 223(c)) which began before he attained such age, shall
be deemed not entitled to such benefits for such month, unless he was under such
a disability in the third month before such month.
"(2) Subsection (f) (4), and so much of subsection (d) (6), (e) (4), (g) (4),
4m1nd (I) (4) of this section as precedes the semicolon, shall not apply in the case
of any child unless such child, at the time of the marriage referred to therein,
was under a disability (as defined in section 223 (e)) which began before such
child attained the age of 18 or had been under such a disability in the third
month before the month in which such marriage occurred.
"(3) Subsections (c) (2) (B) and (f) (2) (B) of this section, so much of subsections (d) (6), (e) (4), (g) (4), and (h) (4) of this section as follows the
semicolon, the last sentence of subsection (c) of section 203, subsection (f) (1)
(C) of section 203, and subsections (b) (3) (B), (c) (6) (B), (f) (3) (B), and
(g) (6) (B) of section 216 shall not apply in the case of any child with respect
to any month referred to therein unless in such month or the third month prior
thereto such child was under a disability (as defined in section 223(c) ) which
began before such child attained the age of 18."
(2) So much of subsection (b) (1) of such section 202 as follows subparagraph (C) is amended by Inserting "(subject to subsection (s))" after "shall".
(3) So much of subsection (c) (2) of such section 202 as precedes subparagraph (A) is amended by inserting "(subject to subsection (s))" after "shall".
(4) So much of subsection (d) (6) of such section 202 as follows subparagraph
(B) is amended by inserting "but subject to subsection (s)" after "notwithstanding the provisions of paragraph (1)".
(5) So much of subsection (e) (4) of such section 202 as follows subparagraph
(B) is amended by inserting "but subject to subsection (s)" after "nolwithstanding the provisions of paragraph (1)".
(6) So much of subsection (f) (2) of such section 202 as precedes subparagraph (A) is amended by inserting "(subject to subsection (s) )" after "shall".
(7) So much of subsection (f) (4) of such section 202 as follows subparagraph
(B) is amended by inserting "but subject to subsection (s)" after "notwithstanding the provisions of paragraph (1)".
(8) So much of the first senteiice of subsection (g) (1) of such section 202
as follows subparagraph (F) is amended by inserting "(subject to subsection
(s) )" after "shall".
(9) So much of subsection (g) (4) of such section 202 as follows subpartgraph
(B) is amended by inserting "but subject to subsection (s)" after "nctwithstanding the provisions of paragraph (1)".
(10) So much of subsection (b) (4) of such section 202 as follows subparagraph (B) is amended by inserting "but subject to subsection (s)" after "notwithstanding the provisions of paragraph (1)".
(11) (A) The next to last sentence of subsection (c) of section 203 of such
Act is amended by striking out "for any month in which" and inserting In lieu
thereQf "for any month in which paragraph (1) of section 202 (s) applies or".
(B) The last sentence of subsection (e) of such section 203 is amended by
striking out "No" and inserting in lieu thereof "Subject to paragraph (3) of
such section 202 (s), no".
(12) The bust sentence of subsection (f) (1) of such section 203 is amended
by inserting "but subject to section 202 (s)" after "Notwithstanding the preceding
provisions of this paragraph".
(13) Subsections (b), (e), (f), and (g) of section 216 of such Act are each
amended I)y inserting before the period at the end thereof "(subject, however,
to section 202 (s) )".
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(14) Section 222(b) of such Act is amended by adding at the end thereof
the following new paragraph:
"(4) The provisions of paragraph (1) shall not apply to any child entitled to
benefits under section 202(d), if he has attained the age of 18 but has not
attained the age of 22, for any month during which lie is a full-time student (as
defined and determined tinder section 202 (d) )."
(15) Section 225 of Auch Act is amended by adding at the end thereof the following new sentence: "The first sentence of this section shall not apply to any
child entitled to benefits under section 202(d), if lie has attained the age of 18
but has not attained the age of 22, for any month during which he is a full-time
student (as defined and determined under section 202(d))."
(d) (1) The amendments made by this section shall apply with respect to
monthly insurance benefits under section 202 of the Social Security Act for
months after (A) the month in which this Act Is enacted, or (B) if later, August
19064; but only, except as provided inapragrapli2); on the basis of an application lied In or aft er the month Ifi'which this Act Is enacted.,
(2) In the case of an individual who was entitled (without the application of
subsection (J) (1) of Fsuch section 202) to a child's insurance benefit under subsection (d) of such- ection for the month in which this Act is enacted, such
amendments shall apply with respect to benefits under such section 202 for
months after the month In which this Act Is enacted.
REDUCED 3ENFITS FOR WIDOWS AT AGE 60
SEC. 4. (a) (1) Paragraph (1) (B) of section 202(e) of the Social Security Act
Is amended by striking out "age 62" and inserting in lieu thereof "age 60".
(2) Paragraph (2) of such section, Is amended by striking out "Such" and
inserting in lieu thereof "Except as provided in subsection (q), such".
(b) (1) Paragraph (1) of section 202(q) of such Act is amended to read as
follows:
"(1) If the fir.sit month for which an individual is entitled to an old-age,
wife's, husband's, or widow's insurance benefit is a month before the month in
which such individual attains retirement age, the amount of such benefit for each
ninth shall, subject to the succeeding paragraph* of this subsection, be reduced
by"(A) 5/9 of 1 percent of such amount if suk-h benefit is an old-age or
widow's insurance benefit, or 25/36 of 1 percent of such amount if such
benefit is'a wife's or hubaniid's insurance bene-fit, mult iplied by
"(B) (i) the number of months in the reduction period for such benefit
(determined tinder paragraph (5)), if such benefit is for a month before the
month in which such individual attains retirement age. or
"(ii) the number of months in the
i(adjusted reduction period for such
benefit (deternin d under paragraph (6) ), if such benefit is for the month
in which such individUal attains retirement age or for any month thereafter."
(2) Paragraph (2) (A) otsuch section is amended--(A) by striking out "wife's or husband's insurance benefit" each place
it appears and inserting in lieu tlcrcbf "wife's, husband'.'or widow's
I, t
insurance benefit" ; and
(B) by striking out "age 62" and inserting in lieu thereof "age 62 (in
the case of a wife's or husband's insurance benefit) or age 60 (ill the case of
a widow's insurance benefit) ".
(3) Paragraph (2) (C) of such section is aniended by striking out "wife's or
husband's" and inserting in lieu thereof "wife's, husband's, or widow's".
(4) Paragraph (2) (D) of such section is amended by striking out "wife's or
husband's" aud inserting in lieu thereof "wife's, husband's, or widow's".
(5) Paragraph (2) of such section is amended by adding at the end thereof the
following new subparagraph:
"(E) If the first month for which an individual is entitled to an ('id-age
insurance benefit (whether such first month occurs before, with, or after the
month lit which such individual attains the age of 65) is a month for whihl such
individual is also (or would, but for subsection (e) (1), lie) entitled to a widow's
insurance benefit to which such individual was first entitled for a nionth before
she attained tihe age of 6*2,then suh(ol-age iu mluance benlit slmll ihe reduced
by whichever of the following is the larger:
"(i) the amount by whiih (but for tihis sublaragrllu) sun-h old-age
insurance benei t %Wul( haVe be(,e il114,Ed un(her 11:1ragrph (1), or
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"(ii) the amount equal to the sum of the amount by which such widow's
insurance benefit was reduced for the month in which such individual
attained the age of 62 and the amount by which such old-age insurance
benefit would be reduced under paragraph (1) if It were equal to the
excess of such old-age insurance benefit (before reduction under this subsection) over such widow's insurance benefit (before reduction under this
subsection) ."
(6) Paragraph (4) of such section Is amended by adding at the end thereof
the following new subparagraph:
"(D) No widow's insurance benefit for a month in which she has in her care
a child of her deceased husband entitled to child's insurance benefits shall be
reduced under this subsection below the amount to which she would have been
entitled had she been entitled for such month to mother's insurance benefits
on the basis of her deceased husband's wages and self-employment income."
(7) Paragraph (5) of such section Is amended(A) by striking out "wife's, or husband's" and inserting in lieu thereof
"wife's, husband's, or widow's"; and
(B) by striking out "or husband's" in subparagraph (A) (1) and insertIng in lieu thereof ", husband's, or widow's"; and
(C) by striking out "age 05" in subparagraph (B) and inserting in lieu
thereof "retirement age".
(8) Paragraph (6) of such section is amended(A) by striking out "wife's, or husband's" and inserting in lieu thereof
"wife's, husband's, or widow's" ; and
(B) by striking out "and" at the end of subpargaraph (B), by striking
out the period at the end of subparagraph (C) and inserting in lieu thereof
", and", and by adding at the end thereof the following new subparagraph:
"(D) in the case of widow's insurance benefits, any month in which
the reduction in the amount of such benefit was determine dunder paragraph (4) (D)."
(9) Section 202(q) of such Act Is further amended by adding at the end
thereof the following new paragraph:
"(8) For purposes of this subsection, the term 'retirement age' means age 65
with respect to an old-age, wife's or husband's insurance benefit and age 62
with respect to a widow's insurance benefit."
(10) The heading of section 202(q) of such Act is amended by striking out "or
Husband's" and inserting in lieu thereof "Husband's, or Widow's".
(c) Section 223(a) (3) of such Act is amended to read as follows:
"(3) If, for any month before the month In which an individual attains age
05, such individual is entitled to an old-age, husband's, widow's, widower's, or
parent's insurance benefit, or to a wife's insurance benefit which is reduced under
section 202(q), such individual may not, for any month after the first month for
which such individual is so entitled, become entitled to disability insurance benefits; and a period of disability may not begin with respect to such individual in
any month after such first month."
(d) The amendments made by this section shall apply with respect to monthly
insurance benefits under section 202 of the Social Security Act for months after
the month in which this Act is enacted, but only on the basis of applications
filed in or after the month in which this Act is enacted.
TRANSITIONAL INSURED STATUS
SEC. 5. (a) Title II of the Social Security Act is further amended by adding
ct, the end thereof the following new section:
"TRANSITIONAL INSURED STATUS

"SEc. 226. (a) In the case of any individual who attains the age of 72 but
who does not meet the requirements of section 214 (a), the 6 quarters of coverage
referred to in so much of paragraph (1) of section 214(a) as follows clause (C)
shall, instead, be 3 quarters of coverage for purposes of determining entitlement
of such individual to benefits under subsection (a) of section 202, and of his wife
to benefits under subsection (b) of such section, but, in the case of such wife, only
if she attains the age of 72 before 1968 and only with respect to wife's insurance
benefits under such subsection (b) for and after the month in which she attains
such age. For each month before the month in which any such individual meets
the requirements of section 214(a), the amount of his old-age insurance benefit
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shall, notwithstanding the provisions of section 202(a), be $35 and the amount
of the wife's insurance benefit of his wife shall, notwithstanding the provisions
of section 202 (b) (and section 202 (m) ), be $17.50.
"(b) In the case of any individual who has died, who does not meet the requirements of section 214(a), and whose widow attains age 72 before 1968, the 6 quarters of coverage referred to in paragraph (3) of section 214(a) and in so much
of paragraph (1) thereof as follows clause (C) shall, for purposes of determining
her entitlement to widow's insurance benefits under section 202(e), instead be-"(1) 3 quarters of coverage if such widow attains the age of 72 in or
before 1965,
"(2) 4 quarters of coverage if such widow attains the age of 72 in 1966, or
"(3) 5 quarters of coverage if such widow attains the age of 72 in 1967.
The amount of her widow's insuratlce benefit for each month shall, notwithstanding the provisions of sectim 202(e) (and section 202(W)), be $35.
filing application
"(c) In the case of apy individual who becomes, or "ion
therefor would beconje; entitled to benefits under section 202(a) by reason of
the application of pUbsection (a) of this section, who dies, alnd whose widow
attains the age of' 72 before 1968, such deceased individual shall Pe deemed to
meet the requirements of subsection (b) of this 'section for purposes of determining entitlement of such widow to widow's insurance benefits under section
202 (b)."
(b) The amendment made by subsection (a) shall apply in the case of monthly
benefits under title II of the Social Security Act for and after the second month
following the month in which this' Act is enacted.
COMPUTATION

AND RECOMPUTATION OF BENEFITS

SEC. 6. (a) (1) Subparagraph (0) of section 215(b) (2) of the Social Security
Act is amended to read as follows,:
"(C) 1Ror purposes of subparagraph (B), 'comjutatlon base years' include
only calendar years in the period after 1950 and prior to the earlier of the
,,
following years"(I), the year in whicli occurred (whether by reason of section 202(j) (1)
or otherwise) the ,1rst month for ,whcl].the individual was entitled to oldage insurance benefits, or
"(1i) the year succeeding the year in which le died.
not be
Any evalendar year all of which is included in a period of disability shall
1,
included as a computation base year."
(2) Clauses '(A), (B), and (C) of the first sentence of sectlon 215(b) (3)
of such Act are an2knded to read as follows:
"(A) in the Mase of a woman, the year in which she died 0r, if it occurred
earlier but after' 190, the year in which she attained age 62,
"(B) in the case'bf, a man who has died, the yearifi which he died or,
if it occurred earlier bit after 1960, the year in Which he attained age 65, or
"(C) in the case of a man' who bns.not died;ghe year ocet~rijg after 1960
in which he attained (or would attain) age 65."
(3) Paragraphs (4) and (5) of section 215(b) of such Act' dro amended to
read as follows:
"(4) The provisions of this subsection shall be applicable only in the case
of an individual"(A) who becomes entitled after December 1984 to benefits under section
202(a) or section 223; or
"(B) who dies after December 1964 without being entitled to benefits
under section 202(a) or section 223; or
"(C) whose primary insurance ammnt is required to be recomputed under
subsection (f) (2), as amended by the Social Security Amendments of 1964.
"(5) In the case of an individual"(A) to whom the provisions of this subsection are not made applicable
by paragraph (4), but who, after the first month following the month In
which the Social Security Amendments of 1964 are enacted and prior to
1965, met the requirements of this paragraph or paragraph (4), as in effect
prior to the enactment of the Social Security Amendments of 1964, or
"(B) who becomes entitled after 19064 to a recomputation under section
102(f) (2) (B) of the Social Security Amendments of 1954,
the provisions of this subsection, as In effect prior to such enactment, shall apply
to such individual for the purposes of column III of the table appearing in
subsection (a) of this section."
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(b) (1) Subparagraph (A) of section 215 (d) (1) of such Act is amended by
striking out "(2) (C) (i) and (3) (A) (i)" and inserting in lieu thereof "(2) (0)
and (3)", by striking out "December 31, 1936," and Inserting in lieu thereof
"1936", and by striking out "December 31, 1950" and inserting In lieu thereof
"1950".
(2) Section 215(d) (3) of such Act is amended by striking out "1960" and
inserting in lieu thereof "1964" and by striking out "but without regard to
whether such individual has six quarters of coverage after 1950".
(c) Section 215(e) of such Act Is amended by inserting "and" after the semi.
colon at the end of paragraph (1), by striking out "; and" at the end of paragraph (2) and inserting in lieu thereof a period, and by strilkig out
paragraph (3).
(d) (1) Paragraph (2) of section 215(f) of such Act is amended to read as
follows:
"(2) With respect to each year"(A) which begins after December 31, 1963, and
"(B) for any part of which an individual is entitled to old-age insurance
benefits,
the Secretary shall, at such time or times and within such period as he may by
regulations prescribe, recompute the primary insurance amount of such Individual. Such recomputation shall be made"(C) as provided in subsection (a) (1) and (3) if such year is either
the year in which he became entitled to such old-age insurance benefits or
the year )receding such year, or
"(D) as provided in subsection (a) (1) in any other case;
and in all cases such recomputation shall be made as though the year with
respect to which such recomputation is made is the last year of the period
specified in paragraph (2) (C) of subsection (b). A recomputation under this
paragraph with respect to any year shall be effective"(E) in the case of an individual who did not die in such a year, for
monthly benefits beginning with benefits for January of the following year; or
"(F) in the case of an individual who died in such year (including any
individual whose increase in his primary insurance amount is attributable
to compensation which, upon his death, is treated as remuneration for employment under section 205(o)), for monthly benefits beginning with benefits
for the month in which he died."
(2) Effective January 2, 1965, paragraphs (3), (4), and (7) of such section
are repealed, and paragraphs (5) and (6) of such section are redesignated as
paragraphs (3) and (4), respectively.
(e) (1) The first sentence of section 223(a) (2) of such Act Is amended by
inserting before the period at the end thereof "and was entitled to an old-age
insurance benefit for each month for which (pursuant to subsection (b)) lie
was entitled to a disability insurance benefit".
(2) The last sentence of section 223(a) (2) of such Act is amended by striking
out "first year" and Inserting in lieu thereof "year"; by striking out the phrase
"both was fully insured and had" both times it appears in such sentence.
(f) (1) The amendments made by subsection (c) shall apply only to individuals
who become entitled to old-age insurance benefits under section 202(a) of the
Social Security Act after 1964.
(2) Any individual who would, upon filing an application on January 1, 1965,
be entitled to a recomputation of his primary Insurance amount for purposes of
title II of the Social Security Act shall be deemed to have filed such application
on January 1, 1965.
(3) In the case of an individual who died after 1960 and prior to 1965 and
who was entitled to old-age insurance benefits under section 202(a) of the Social
Security Act at the time of his death, the provisions of section 215(f) (4) of
such Act as in effect before the enactment of this Act shall apply.
(4) In the case of a man who attains age 65 prior to 1965, or dies before such
year, the provisions of section 215(f) (7) of the Social Security Act as in effect
before the enactment of this Act shall apply.
(5) The amendments made by subsection (e) of this section shall apply in the
case of individuals who become entitled to disability insurance benefits under
section 223 of the Social Security Act after December 1964.
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(0) Section 303 (g) (1) of the Social Security Amendments of 1960 Is amended(A) by striking out "notwithstanding the amendments made by the preceding subsections of this section," In the first sentence and inserting in lieu
thereof "notwithstanding the amendments lnade by the preceding subsections
of this section, or the amendments made by section 6 of the Social Security
Amendments of 1964,"'; and
(B) by striking out "Social Security Amendments of 1960," In the second
sentence and inserting in lieu thereof "Social Security Amendments of 1900,
or (if such individual becomes entitled to old-age Insurance benefits after
19064, or dies after 1964 without becoming so entitled) as amended by the
Social Security Amendments of 1964,".
IMPROVEMENT

OF ACTUARIAL

STATUS

OF DISABILITY

INSURANCE

TRUST

FUND

SEC. 7. (a)

Section 201(b) (1) of the Social Security Act Is amended by
inserting "and before January 1, 1965," after "l)ecember 31, 1050,", and by inserting after "1954," the following: "and 0.65 of 1 per centum of such wages paid
after December 31, 19064, and so reported,".
(b) Section 201(b) (2) of such Act is amended by inserting after "December 31,
1956," the following: "and before January 1, 1965, and 0.4875 of 1 per centum of
the amount of such self-employment income so reported for any taxable year
beginning after December 31, 1964,".
COVERAGE FOR DOCTORS OF MEDICINE

SEc. 8. (a) (1) Section 211(c) (5) of the Social Security Act Is amended to read
as follows:
"(5) The performance of service by an individual in the exercise of his
profession as a Christian Science practitioner."
(2) Section 211(c) of such Act Is further amended by striking out the last two
sentences and inserting in lieu thereof the following: "Tie provisions of paragraph (4) or (5) shall not apply to service (other than service performed by a
member of a religious order who has taken a vow of poverty as a member of such
order) performed by an Individual during the period for which a certificate filed
by him under section 1402(e) of the Internal Revenue Code of 1954 is in effect."
(3) Section 210(a) (6) (C) (iv) of such Act is amended by inserting before
the semicolon at the end thereof the following: ", other than as a medical or
dental intern or a inedical or dental resident-in-training".
(4) Section 210(a) (13) of such Act Is amended by striking out all that follows
the first semicolon.
(b) (1) Section 1402(c) (5) of the Internal Revenue Code of 1954 (relating
to definition of trade or business) is amended to read as follows:
"(5) the performance of service by an individual in the exercise of his
profession as a Christian Science practitioner."
(2) Section 1402(c) of such Code is further amended by striking out the last
two sentences and inserting in lieu thereof the following: "The provisions of
paragraph (4) or (5) shall not apply to service (other than service performed
by a member of a religious order who has taken a vow of poverty as a member of
such order) performed by an Individual during the period for which a certificate
filed by him under subsection (e) is in effect."
(3) (A) Section 1402(e) (1) of such Code (relati',g to filing of waiver certificate by ministers, members of religious orders, and Christian Science practitioners) is amended by striking out "extended to Pdrvice" and all that follows and
inserting In lieu thereof "extended to service described in subsection (c) (4) or
(c) (5) performed by him."
(B) Clause (A) of section 1402(e) (2) of such Code (relating to time for filing
waiver certificate) is amended to read as follows: "(A) the due (late of the return (Including any extension thereof) for his second taxable year ending after
1954 for which le has net earnings from self-employment (computed without regard to subsections (c) (4) and (c) (5)) of $400 or more, any part of which was
derived from the performance of service described in subsection (c) (4) or (c) (5)
or

(4) Section 3121(b) (0) (C) (Iv) of such Code (relating to definition of employment) is amended by inserting before the semicolon at the end thereof the following: ". other than as a medical or dental Intern or a medical or dental residentin-training".
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(5) Section 3121(b) (13) of such Code is amended by striking out all that follows the first semicolon.
(c) The amendments made by paragraphs (1) and (2) of subsection (a), and
by paragraphs (1), (2), and (3) of subsection (b), shall apply only with respect
to taxable years ending after December 31, 1964. The amendments made by
paragraphs (3) and (4) of subsection (a), and by paragraphs (4) and (5) of
subsection (b), shall apply only with respect to services performed after 1964.
COVERAGE OF TIP3
SEo. 9. (a) (1) Section 209 of the Social Security Act is amended by striking
out "or" at the end of subsection (i), by striking out the period at the end of
subsection (J) and Inserting in lieu thereof "; or", and by adding immediately
after subsection (J) the following new subsection :
"(k) (1) Tips paid In any medium other than cash;
"(2) Cash tips received by an employee in any calendar month In the course
of his employment by an employer unless the amount of such cash tips is $20 or
more."
(2) Section 209 of such Act is further amended by adding at the end thereof the
following new paragraph:
"For purposes of this title, tips received by an employee in the course of his
employmeant, on his own behalf and not on behalf of another person, shall be
considered remuneration for employment, whether such tips are received by the
employee directly from a person other than his employer or are paid over to
the employee by his employer. Such tips shall be deemed to be paid to the
employee by the employer, and shall be deemed to be so paid at the time a
written statement Including such tips is furnished to the employer pursuant to
section 6053 of the Internal Revenue Code of 1954 or (if no statement Including
such tips is so furnished) at the close of the 10th day following the calendar
month in which they were received."
(b) (1) Section 3102 of the Internal Revenue Code of 1954 (relating to deduction of tax from wages) is amended by adding at the end thereof the, following
new subsection:
"(c) SPEOIAL RULE FOR Tn's.-In the case of tips which constitute wages,
subsection (a) shall be applicable only to such tips as rre included in a written
statement furnished to the employer pursuant to section 6053, and only to the
extent that collection can be made by the employer, at or after the time such
statement is so furnished and before the close of the 10th day following the
calendar month in which the tilps were received, by deducting the amount of the
tax from such wages of the employee (exclusive of tips, but Including funds
turned over by the employee to the employer for the purpose of such deduction)
as are under control of the employer."
(2) Section 3121(a) of such Code (relating to the definition of wages under
the Federal Insurance Contributions Act) is amended by striking out "or"
at the end of paragraph (9), by striking out the period at the end of paragraph
(10) and inserting in lieu thereof "; or", and by adding after paragraph (10)
the following new paragraph:
"(11) (A) tips paid in any medium other than cash;
"(B) cash tips received by an employee In any calendar month In the
course of his employment by an employer unless the amount of such cash
tips Is $20 or more."
(3) Section 3121 of such Code is further amended by adding at the end
thereof the following new subsection:
"(q) T1xPs.-Tips received by an employee in the course of his employment,
on his own behalf and not on behalf of another person, shall be considered
remuneration for employment, whether such tips are received by the employee
directly from a person other than his employer or are paid over to the eniployce
by his employer. Such tips shall be deeried to be paid to the employee by the
employer, and shall be deemed to be so paid at the time a written statement
Including such tips Is furnished to the employer pursuant to section 6053 or
(if no statement including such tips is so furnished) at the close of the 10th
day following the calendar month in which they were received."
(e) (1) Section 6051(a) of such Code (relating to receipts for employees)
Is amended by adding at the end thereof the following new sentence: "In the
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case of tips received by an employee in the course of his employment, the
amounts required to be shown by paragraph (5) shall include only such tips
as are reported by the employee to the employer pursuant to section 6053."
(2) (A) Subpart C of part III of subchapter A of chapter 01 of such Code
(relating to information regarding wages paid employees) Is amended by adding
at the end thereof the following new section:
"SEC. 6053. REPORTING OF TIPS.
"Every employee who, in the course of his employment by an employer,
receives in any calendar month tips which are wages as defined in section 3121 (a)
shall report all such tips In one or more written statements furnished to his
eli)loyer. For purposes of sections 3111, 6051(a), and 6652(c), tips received
ill any calendar month shall be considered reported pursuant to this section
only If they are Included In such a statement furnished to the employer on or
before the 10th (lay following such llonth and only to the extent that the tax
Imposed with respect to such tips by section 3101 can be collected by the employer
under section 3102. Such statements shall be furnished by the employee under
such regulations, at such other times before such 10th day, an(l in such form
and manner, as may be prescribed by the Secretary or his delegate."
(B) The table of sections for such subpart C Is amended by adding at the end
thereof the following:
"See. 6053. Reporting of tips."
(3) Section 6652 of such Code (relating to failure to file certain information
returns) is amended by redesignating subsection (c) as subsection (d) and by
inserting after subsection (b) the following new subsection :
" (C) VAILUnE To REPORT Tips.-In the case of tips to which the first sentence
of section 6053 Is applicable, if the employee falls to report any of such tips to
the employer pursuant to such section, unless it is shown that such failure is due
to reasonable cause and not due to willful neglect, there shall be paid by the
employee, In addition to the tax imposed by section 3101 with respect to the
aniount of the tips which lie so failed to report, an amount equal to such tax."
(d) Section 3111 of such Code (relating to rote of tax on employers under the
Federal Insurance Contributions Act), as amne:ded by section 16 of this Act,
is amended by adding at the end thereof (after und below paragraph (4) ) the
following new sentence:
"In the case of tips which constitute wages, the tax imposed by this section
shall be applicable only to such tips as are reported by the employee to the
taxpayer pursuant to section 6053."
(e) The second sentence of section 3102(a) of such Code (relating to requirement of deduction) is amenl(ed by inserting before the period at the end thereof
tho following: "; and an employer who is furnished by an employee a written
statement of tips (received iI a calendar month) to which paragraph (11) (B)
of section 3121(a) Is applicable

1ay deduct an anounlt equivalent to such tax

with respect to such tips from any wages of the employee (exclusive of tips)
under his control, (wen though at the tine such statement Is furnished the total
amount of the tips so reported by the employee as received insuch calendar month
inthe course of his employment by such employer is less than $20".
(f) The amendments made by this section slmll apply only with respect to tips
received by employees after 1914.
GROSS

INCOME OF FARMERS

Swc. 10. (a) The second sentence following paragraph (8) in section 211 (a)
of the Social Security Act is allended by striking out "$1,800" each place it
appears and inserting in lieu thereof "$2,400", and by striking out "$1,200" each
place it appears and Inserting in lieu thereof "$1,600".
(b) The second sentence following paragraph (9) in section 1402(a) of the
Internal Revenue Code of 1954 (relating to net earnings from self-employment)
is amended by striking out "$1,800" each place it appears and Inserting in lieu
thereof "$2,400", and by striking out "$1,200" each place it appears and inserting
ill lieu thereof "$1,600".
(c) The amendments made by this section shall apl))y only with respect to
taxable years beginning after December 31, 194.
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ELIMINATION OF PROIIIBITION AGAINST COVERAGE OF POLICEMEN AND FIREMEN
SEC. 11. (a) Subparagraph (A) of section 218(d) (5) of the Social Security
Act is amended to read as follows:
"(A) For purposes of this subsection, a retirement system which covers"(i) positions of policemen and firemen, or
"(ii) positions of policemen or firemen, or both, and other positions,
shall be deemed to be a separate retirement system with respect to the positions
of such policemen or firemen, or both, as the State desires, and no positions of
persons other than policemen or liremen may be included in any such separate
retirement system."
(b) Section 218(d) (1) of such Act is amended(1) by striking out ", and except in the case of positions excluded by paragraph (5) (A)" in tihe first sentence ; and
(2) by striking out "(other than a position excluded by paragraph (5)
(A))" in the second sentence.
(c) Section 218(d) (3) of such Act is amended by striking out "excluded by
or pursuant to paragraph (5)" each place it appears and inserting in lieu
thereof "excluded pursuant to paragraph (5)".
(d) (1) Section 218(d) (7) of such Act is amended by striking out "excluded
by or plirsuant to paragraph (5)" and Inserting In lieu thereof "excluded pur.
suant to paragraph (5)".
(2) Section 218(d) (8) (D) of such Act Is repealed.
(e) Section 218(k) (3) of such Act is repealed.
(f) Section 218(p) of such Act Is repealed.
(g) The amendments made by this section shall apply only in the case of
agreements or modifications agreed to after November 30, 1964.
INCLUSION OF ALASKA AND KENTUCKY AMONG STATES PERMITTED TO DIVIDE THEIR
RETIREMENT SYSTEMS

SEC. 12. The first sentence of section 218(d) (0) (C) of the Social Security Act
is amended(1) by inserting "Alaska," before "California"; and
(2) by inserting "Kentucky," before "Massachusetts".
ADDITIONAL PERIOD FOR ELECTING COVERAGE UNDER DIVIDED REIREMENT SYSTEM
SEC. 13. The first sentence of section 218(d) (6) (F) of the Social Security Act
Is amended by striking out "1963" and inserting in lieu thereof "1966".
COVERAGE FOR CERTAIN ADDITIONAL HOSPITAL EMPLOYEES IN CALIFORNIA
SEC. 14. Section 102(k) of the Social Security Amendments of 1960 Is amended
by inserting "(1)" immediately after "k", and by adding at the end thereof the
following new paragraph:
"(2) Such agreement, as modified pursuant to paragraph (1), may at the
option of such State be further modified, at any time prior to the seventh month
after the month In which this paragraph is enacted, so as to apply to services
performed for any hospital affected by such earlier modification by any Individual
who after December 31, 1959, was or is employed by such State (or any political
subdivision thereof) in any position described in paragraph (1). Such modification shall be effective with respect to (A) all services performed by such individual in any such position on or after January 1, 1962, and (B) all such
services, performed before such date, with respect to which amounts equivalent to
the sum of the taxes which would have been imposed by sections 3101 and 8111
of the Internal Revenue Code of 1954 if such services had constituted employment for purposes of chapter 21 of such Code at the time they were performed
have, prior to the date of the enactment of tllis paragraph, been paid."
INCREASE OF EARNINGS COUNTED FOR BENEFIT AND TAX PURPOSES
Sm. 15. (a) (1) (A) Section 209(a) (3) of the Social Security Act is amended
by Inserting "and before 1965" after "1958".
(B) 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
remuneration referred to in the succeeding subsection of this section) equal
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to $5,400 with respect to employment has been paid to an individual during
any calendar year after 194, is paid to such individual during such calendar year ;".
(2) (A) Section 211(b) (1) (C) of such Act is amended by inserting "and
before 1965" after "1958", and by striking out "; or" and inserting Illlieu
thereof "; and".
(B) Section 211(b) (1) of such Act is further amended by ,tilng at the end
thereof the following new subparagraph :
"(D) For any taxable year ending after 1964, (1) $5,400, minus (i)
the amount of wages paid to such individual during tihe taxable year;
or".

(3) (A) Section 213(a) (2) (i) of such Act is amended by striking out "after
1958" and Inserting in lieu thereof "after 1958 and before 1965, or $5,400 ill the
case of a calendar year after 1904".
(B) Section 213(a) (2) (1l1) of such Act is amended by striking out "after
3958" and inserting iii lieu thereof "after 1958 and before 1965, or $5,400 in the
case of a taxable year ending after 1964".
(4) Section 215(e) (1) of such Act Is amended by striking out "and tile
excess
over $4,800 i tihe case of any calendar year after 1958" and Inserting In lieu
thereof "the excess over $4,800 In the case of any calendar year after 1958 and
before 1965, and the excess over $5,400 in the case of any calendar year after
1964".
(b) (1) (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 19065" after "1958", and by striking out " ; or" and inserting in lieu
thereof "; and".
(B) Section 1402(b) (1) of such Code Is further amended by adding at the
end thereof the following new subparagraph:
"(D) for any taxable year ending after 1964, (1) $5,400, minus (i1) the
amount of the wages paid to such Individual during the taxable year; or".
(2) 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 "$5,400".
(3) 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
'$5,400".
(4) Section 3125 of such Code (relating to returns in the case of governmental
employees in Guam and American Samoa) is amended by striking out "$4,800"
where it appears in subsections (a) and (b) and inserting in lieu thereof
"$5,400".
(5) Section 6413(c) (1) of stich Code (relating to special refunds of employment taxes) is amended(A) by Inserting "and prior to the calendar year 1905" after "the calendar
year 1958";
(B) by inserting after "exceed $4,800," the following "or (C) during any
calendar year after the calendar year IN4, the wages received by him during
such year exceed $5,400," and
(C) by inserting before the period at the end thereof the following: "and
before 1965, or which exceeds the tax with respect to the first $5,400 of such
wages received in such calendar year after 1964".
(6) Section 6413(c) (2) (A) of such Code (relating to refunds of employment
!axes 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, 1960, 1961, 1902, 1903, or 1964, or $5,400 for any calendar
year after 1964".
(c) The amendments made by subsections (a) (1) and (a) (3) (A), and the
amendments made by subsection (b) (except paragraph (1) thereof), shall
al)ply only with respect to remuneration paid after December 1964. The amendments made by subsections (a) (2), (a) (3) (11), and (b) (1) shall apply only
with respect to taxable years ending after 1904. The amendment made by subsection (a) (4) shall apply only with respect to calendar years after 1964.
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S :c. 16. (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-employnment income of every individual, a tax as follows:
"(1) in the case of any taxable year beginningafter
December 31, 1964.
and before Januimry 1, 1908. the tax shall be equal to 6 percent of the amount
amount of the self-employment income for such taxable year;
"(2) in the case 'of any taxable year beginning after December 31, 1905,
and before January 1, 1968, the tax shall be equal to 6 percent of the amount
of the self-employment income for such taxable year; and
"(3) In the case of any taxable year beginning after December 31, 1967,
and before January 1, 1971, the tax shall be equal to 6.8 percent of the
amount of the self-employment income for such taxable year; and
"(4) In the case of any taxable year beginning after December 31, 1970,
the tax shall be equal to 7.2 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
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 1965, the
rate shall be 3.8 percent;
"(2) with respect to wages received during lhe calendar years 1966 and
1907, the rate slall be 4 percent;
"(3) with respect to wages received during the calendar years 1968,
1969, and 1970, the rate shall be 4.5 percent; and
"(4) with respect to wages received after December 31, 1970, the rate
shall be 4.8 percent."
(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.
"III 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 following
percentages of the wages (as defined in section 3121 (a)) p)aid by him with respect
to employment (as deilned in section 3121 (b))"(1) with respect to wages paid during the calendar year 19065, the rate
shall be 3.8 l)ercent;
"(2) with respect to wages paid during the calendar years 1966 and 1967,
the rate shall be 4 percent;
"(3) with respect to wages paid during the calendar years 1968, 19069,
and 1970, the rate shall be 4.5 percent; and
"(4) with respect to wages paid after December 31, 1970, the rate shall
be 4.8 percent."
(d) (1) The proviso in section 3201 of such Code (relating to rate of tax on employees under Railroad Retirement Tax Act) is amended by inserting after "at
such time" the following: "(determined under the provisions of section 3101 as
in effect on June 1, 1964)".
(2) The proviso in section 3211 of such Code (relating to rate of tax on employee representatives under Railroad Retirement Tax Act) is amended by inserting after "at such time" the following: "(determined under the provisions
of section 3101 as in effect on June 1, 1964) ".
(3) Section 3221(b) of such Code (relating to rate of tax on employers under Railroad Retirement Tax Act) Is amended l)y inserting after "at such time"
the following: "(determined under the provisions of section 3111 as in effect on
Juno 1, 1964)".
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(e) The amendment made by subsection (a) shall apply only with respect to
taxable years beginning after December 31, 194. The amendments made by
subsections (b) and (c) shall apply only with respect to remuneration paid
after December 31, 1964.
Passed the House of Representatives July 29, 1964.
Attest:
RALPH R. ROnERTS, Clerk.
[IR.

11865, 88th Cong., 2d sess.]

AMENDMENT NO. 1163
AMENDMENTS Intended to be proposed by Mr. JAVITS (for himself, Mr. CASE,
Mr. KEATINO, Mr. KUoIIEL, Mrs. SMITH, and Mr. CoorEa) to H.R. 11865, an
Act to Increase benefits under the Federal Old-Age, Survivors, and Disability
Insurance System, to provide child's Insurance benefits beyond age 18 while
in school, to provide widow's benefits at age 60 on a reduced basis, to provide
benefits for certain individuals not otherwise eligible at age 72, to improve the
actuarial status of the Trust Funds, to extend coverage, an(1 for other purposes, viz:
On the first page of the bill, strike out lines 3 and 4, and insert in lieu thereof
the following:
"TITLE I-SOCIAL SECURITY AMENDMENTS

"SEc. 101. This title may be cited as the 'Social Security Amendments of 1964'."
On page 3, line 3, strike out "SEC. 2." and insert in lieu thereof "SEC. 102.".
On page 0, line 13, strike out "SEC. 3." and insert in lieu thereof "SEe. 103.".
On page 15, line 11, strike out "SEC. 4." and insert in lieu thereof "SEC. 104.".
On page 20, line 10, strike out "SEC. 5." and insert in lieu thereof "SEC. 105.".
On page 22, line 11, strike out "SEe. 6." and insert in lieu thereof "SEC.106.".
On page 28, line 5, strike out "section 6" and insert in lieu thereof "section 106".
On page 28, line 16, strike out "SEe. 7." and insert in lieu thereof "SEC. 107.".
On page 29, line 2, strike out "SEC. 8." and Insert in lieu thereof "SEC. 108.".
On page 31, line 18, strike out "SEC. 9." and insert in lieu thereof "SEC. 109.".
On page 36, line 6, strike out "section 16" and insert In lieu thereof "section
116".
On page 37, line 8, ,trike out "SEC. 10." and insert in lieu thereof "SEC. 110.".
On page 38, line 3, strike out "'SEe. 11." and insert In lieu thereof "SEc. 111.".
On page 39, line 12, strike out "SEc. 12." and insert in lieu thereof "SEc.
112,".
On page 39, line 19. strike out "SEe. 13." and insert in lieu thereof "SEC.
113.".
On page 39, line 24, 'trke out "SEc. 14." and insert in lieu thereof "SEC.
114.
On page 40, line 23, trike out "SEer 15." and insert in lieu thereof "SEC.
115.".
On page 44, line 8, strike out "SEc. 16." and Insert in lieu thereof "SE.
1160.".
On page 44, line 17, strike out "5.7 percent" and insert in lieu thereof
"7.0075 percent".
On page 44, line 21, strike out "6 percent" and insert in lieu thereof
"63075 percent".
On page 45, line 3, strike out "6.8 percent" and insert in lieu thereof
"7.0575 percent".
On page 45, line 7, strike out "7.2 percent" and insert in lieu thereof
"7.5075 percent".
On page 45, line 19, strike out "3.8 percent" and insert in lieu thereof
"4.005 percent".
On page 45, line 21, strike out "4 percent" and insert in lieu thereof
"4.205 percent".
On page 46, line 3, strike out "4.5 percent" and insert in lieu thereof
"4.705 percent".
On page 40, line 5, strike out "4.8 percent" and insert in lieu thereof
"5.005 percent",
On page 46, line 17, strike out "3.9 percent" an(l insert ia lieu thereof
"4.005 percent".
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On page 46, line 19, strike out "4 percent" and insert in lieu thereof
"4.205 percent".
On page 40, line 21, strike out "4.5 percent" and insert in lieu thereof
"4.705 percent".
On page 46, line 24, strike out "4.8 percent" and insert in lieu thereof
"5.005 percent".
At the end of the Dill, add the following:
"TITLE II-HEALTH CARE INSURANCE FOR TIlE AGED
SEc. 201. This title may be cited as the "Iealth Care Insurance Act. of
1964".
PART A-HoSPITAL INSURANCE BENEFITS FOR TI[E AGED

FINDINGS AND DECLARATIONS OF PURPOSE

SEC. 202. (a) The Congress finds that the rising costs of health care for the
great majority of that portion of our population sixty-five years of age or over
are a major threat to their independence and dignity; and that most of the
older citizens cannot afford to pay for adequae private insurance health care
coverage. Difficulty in meeting health care expenses which are more than
twice as high as those of persons under sixty-five years of age has led to an
increase in dependency and in the medically indigent with subsequent burdening
of public relief programs. It is in the interest of the general welfare that a
problem of such national proportions as this one be met by a dual public-private
program of well-balanced basic health care in which the costs of hospital care
and related services required by older citizens be met through contributory social
insurance, and medical, surgical, and related services be met through a basic
national private insurance plan which would be available to all persons in the
aged group at the same basic premium cost.
"(b) The purposes of this title are (1) to provide all individuals sixty-five
years of age or over with basic protection against the costs of hospital care and
related services and to utilize social insurance for financing the protection so provided, and (2) to provide for the establishment of a iiational association composed
of private carriers which shall make available to all individuals, sixty-five years
cf age or over, a nonprofit, tax-exempt standard health insurance policy at
reasuauble cost.
"(c) It is hereby declared to be the policy of the Congress that skilled nursing
facility services for which payment may be made under this title shall be utilized
In lieu of inpadtent hospital services where skilled nursing facility services
would suffice in meeting the medical needs of the patient and that home health
services for which payment may be made under this title shall be utilized in lieu
of lnpatienCt bospitn', or skilled nursing facility services where home health
services would suffice.
"(d) It is further declared to be the policy of the Congress that no individual
who receives aid or assistance (including medical or any other type of remedial
care) under a State plan approved under titles I, IV, X, XIV, or XVI of the
Social Security Act shall receive less benefits or be otherwise disadvantaged by
reason of the enactment of this title."
BENEFITS

203. The Social Security Act is amended by adding after title XVII the
following new title:
SEC.

"TITLE XVIII-HOSPITAL INSURANCE BENEFITS FOR THE AGED
"PROIIIBITION AGAINST ANY

FEDERAL INTERFERENCE

"SEC. 1801. Nothing In this title shall be construed to authorize any Federal
officer or employee to exercise any supervision or control over the practice of
medicine or the manner in which services are provided, or over the manner in
which medical services are provided, or over the selection, tenure, or compensation of any officer or employee of any hospital, skilled nursing facility, or home
health agency; or to exercise any supervision or control over the administration
or operation of any such hospital, facility, or agency.
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"FREE CHOICE BY PATIENT GUARANTEED

"SEC. 1802. Any individual entitled to have payment miade under tils title
for services furnished him may obtain inpatient hospital services, skilled nursing
facility services, or home health services from any provider of services with
which an agreement is in effect under this title and which undertakes to provide
him such services.
"DESCRIPTION OF SERVICES

"SEC. 1803. For purposes of this title"Inpatient Hospital Services
"(a) The term 'inpatient hospital services' means the following items and
services furnished to an inpatient in a hospital and (except as provided in paragraph (3)) by the hospital"(1) bed and board,
"(2) such nursing services and other related services, such use of hospital
facilities, and such medical social services as are customarily furnished by
the hospital for the care and treatment of inpatients, and such drugs, biologicals, supplies, appliances, and equipment, for use in the hospital, as are
customarily furnished by such hospital for the care and treatment of inpatients, and
"(3) such other diagnostic or therapeutic items or services, furnished by
the hospital or by others under arrangements with them made by the hospital, as are customarily furnished to inpatients either by such hospital or
by others under such arrangements;
excluding, however"(4) medical or surgical services provided by a physician, resident, or
intern, except services provided In the field of pathology, radiology, physi.
atry, or anesthesiology, and except services provided in the hospital by an
Intern or a resident-in-training under a teaching program approved by the
Council on Medical Education and Hospitals of the American Medical Association (or, in the case of an osteopathic hospital, approved by the Bureau of
Professional Education, Committee on Hospitals of the American Osteopathic Association), and
"(5) the services of a private-duty nurse.
"Skilled Nursing Facility Services
"(b) The term 'skilled nursing facility services' means the following items
and services furnished to an Inpatient in a skilled nursing facility (but only
after transfer from a hospital in which le was an inpatient, in case of a skilled
nursing facility which is not affiliated or under the common control with a hospital), and (except as provided in paragraph (3)) by such skilled nursing
facility"(1) nursing care provided by or under the supervision of a registered
professional nurse,
"(2) bed and board il connection with the furnishing of such nursing
care,
"(3) physical, occupational, or speech therapy furnished by the skilled
nursing facility or by others under arrangements with them made by the
facility,
"(4) medical social services,
"(5) such drugs, biologlcals, supplies, appliances, and equipment, furnisied for use in the skilled nursing facility, as are customarily furnished
by such facility for the care and treatment of inpatients,
"(6) medical services provided by an intern or resident-in-training of
the hospital, with whie'h the facility is afflicted or under common control,
under a teaching program of such hospital approved as provided in subsection
(a) (4), and
"(7) such other services necessary to time health of the patient as are
generally provided by skilled nursing facilities;
excluding, however, any itein or service if It would not be included under subsection (a) if furnished to an inpatient in a hospital.
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"(c) The tern 'home health services' means the following items and services
furnished to an individual, who is under the care of a physician, by a home
health agency or by others tinder arrangements with thema inade by such
agency, tinder a plan (for furnishing such Items and services to such individual)
established and periodically reviewed by a physician, which items and services
tire provided in a place of residence used as such Individual's hlole"(1) part-time or intermittent nursing (are provided by or under the
supervision of a registered professional nurse,
"(2) physical, occual)tional, or speech therapy,
"(3) medical social services, '
"(4) to the extent )ermitted in regulations, part-time or intermittent
services of a honm health aid,
"(5) medical supplies (other than drugs amnd biologicals), and the use
of medical appliances, while under such a plan, and
"(6) medical services provided by a, intern or resident-iu-training of
the hospital, with whichlith home health agency is affiliated or under coi11on control, under a teaching prograia of such hosl)ital a))roved as provided in subsection (a) (4) ;
excluding, however, any item or service if it would not be Included under subsection (a) If furnished to all inpatient in a hospital.
"Drugs and Bliologlcals
"(d) The term 'drugs' and the term 'blologlcals', except for purposes of subsection (c) (5) of this section, Inelule only such drugs and biologicals, respectively,
aa are included in the 'United States PIharinacopoeia', 'National Formulary',
'New and Non-Official Drugs', or 'Accepted Dental Remedies', or are approved
by the pharmacy and drug therapeutics committee, or equivalent committee) of
the medical staff of the hospital furnishing such drugs or biologicals (or of the
hospital with which the skilled nursing facility furnishing such drugs or biologicals 1k'affiliated or is under common control).
"Arrangements for Certain Services
"(e) As used in this section, the term 'arrangements' is limited to arrangenients under which receipt of payment by the hospital, skilled nursing facility, or
home health agency (whether in its own right or as agent), as the case may be,
with respect to services for which anmindividual Is entitled to have payment
made under this title, discharges the liability of such individual or any other
person to pay for the services.
"DURATION OF SERVICES AND BENEFIT PERIOD

"Duration of Services
"SEC. 1804. (a) Payment under this title for services furnished any individual
during a benefit period may not be made for"(1) inpatient hospital services furnished to him during such period after
such services have been furnished to hIn for forty-five days during such
period; or
"(2) skilled nursing facility services furnished to him during such period
after such services have been furnished to hin for one hundred and eighty
days during such period.
For purposes of the preceding provisions of this subsection, inpatient hospital
services or skilled nursing facility services shall be counted only if payment is or
would, except for this subsection and except for the failure to comply with the
procedural and other requirements of or under section 1809(a) (1), be made with
respect to such services under this title. Payment under this title for home
health services furnished an individual during a calendar year may not be made
for any such services after suell services have been furnished him during two
hundred and forty days in such year.
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"BENEFIT PERIOD

"(b) For the purposes of this section, a 'benefit period' with respect to any
individual means a period of consecutive days"(1) beginning with the first day (not included in a previous benefit
period) (A) on which such individual is furnished inpatient hospital services or skilled nursing facility services and (B) which occurs in a month for
which he is entitled to insurance benefits under this title, and
"(2) ending with the forty-fifth day thereafter on each of which he is
neither an inpatient in a hospital nor an inpatient ina skilled nursing facility (whether or not such forty-five days are consecutive), but only if
such days occur within a period of not more than one hundred and eighty
consecutive days.
"ENTITLEMENT

TO nIE;NEFITS

"SEC. 1805. (a) Every individual who"(1) has attained the ageof 05, and
"(2) is entitled to monthly insurance benefits under section 202, and
"(3) has elected under section 1818 to be entitled to benefits under this
title,
shall be entitled to insurance benefits under this title for each month for which
lie is entitled to such benefits under section 202, beginning with the first month
after December 196'4 with respect to which lie meets the conditions specified in
paragraphs (1), (2),and (3).
"(b) For the purposes of this section"(1) entitlement of an individual to insurance benefits under this title
for a month shall consist of entitlement to have payment made under, and
subject to the limitations in, this title on his behalf for inpatient hospital
services, skilled nursing facility services, and home health services furnished
him in the United States during such month; and
"(2) an individual shall be deemed entitled to monthly insurance benefits
under section 202 for the month in which he died if he would have been
entitled to such benefits for such month had he died in the next month.
"(c) Notwithstanding the preceding provisions of this section, no payments
may be made under this title for inpatient hospital services, or home health
services furnished an Individual prior to January 1, 1965, or for skilled nursing
facility services furnished him prior to July 1, 1965.
"DEFINITIONS OF PROVIDERS OF SERVICES

"SEC. 1806. For purposes of this title-"(a) The term 'hospital' (except for purposes of section 1804(b) (2), section
1809(f), paragraph (6) of this subsection, and so much of section 1803(b) as
precedes paragraph (1) thereof) means an institution which"(1) is primarily engaged in providing, by or under the supervision of
physicians or surgeons, to inpatients (A) diagnostic services and therapeutic
services for medical diagnosis, treatment, and care of injured, disabled, or
sick persons, or (B) rehabilitation facilities and services for the rehabilitation of injured, disabled, or sick persons,
"(2) maintains clinical records on all patients,
"(3) has bylaws in effect with respect to its staff of physicians,
"(4) continuously provides twenty-four-hour nursing service rendered or
supervised by a registered professional nurse,
"(5) has in effect a hospital utilization review plan which meets the requirements of subsection (e),
"(6) in the case of an institution in any State in which State or applicable
local law provides for the licensing of hospitals, (A) is licensed pursuant
to such law or (B) is approved, by the agency of such State responsible for
licensing hospitals, as meeting the standards established for such licensing,
and
"(7) meets such other of the requirements prescribed for the accreditation of hospitals by the Joint Commission on the Accreditation of Hospitals,
as the Secretary finds necessary in the interest of the health and safety of
individuals who are furnished services by or in the institution.
For purposes of section 1804(b) (2), such term includes any institution which
meets the requirements of paragraph (1) of this subsection. For purposes of
section 1809(f) (including determination of whether an individual received
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inpatient hospital services for purposes of such section 1809(f)), and so much
of section 1803(b) as precedes paragraph (1) thereof, such term includes any
institution which meets the requirements of paragraphs (1), (2), (4), and (6)
of this subsection. Notwithstanding the preceding provisions of this sub!section,
such term shall not, except for purposes of section 1804(b) (2), Include any
institution which is primarily for the care and treatment of tuberculosis or
mentally Ill patients.
"Skilled Nursing Facility
"(b) The term 'skilled nursing facility' means (except for purposes of section
1804(b) (2) and except for services provided after transfer from a hospital) an
institution (or a distinct part of an institution) which is affiliated or under
common control with a hospital having an agreement in effect under section
1810 and which"(1) Is primarily engaged In providing to inpatients (A) skilled nursing
care and related services for patients who require planned medical or nursing
care or (B) rehabilitation services,
"(2) has policies, which are established by a group of professional personnel (associated with the facility), including one or more physicians and
one or more registered professional nurses, to govern the skilled nursing
care and related medical or other services it provides and which Include
a requirement that every patient must be under the care of a physician,
"(3) has a physician, a registered professional nurse, or a medical staff
responsible for the execution of such policies,
"(4) maintains clinical records on all patients,
"(5) continuously provides twenty-four-hour nursing service rendered or
supervised by a registered professional nurse,
"(6) operates under a utilization review plan, which has been made applicable to It under subsection (g), of the hospital with which it is affiliated
or under common control, or in the case of an unaffiliated Institution, an
alternative plan meeting requirements established by the Secretary,
"(7) in the case of an institution in any State in which State or applicable
local law provides for the licensing of institutions of this nature, (A) is
licensi-4 pursuant to such law, or (B) Is approved, by the agency of such
State responsible for licensing institutions of this nature, as meeting standards established for such licensing; and
"(8) meets such other conditions of participation under this section as
the Secretary may find necessary in the interest of the health and safety
of individuals who are furnished services by or in such institution:
except that such term shall not (other than for purposes of section 1804(b)
(2)) include any institution which is primarily for the care and treatment of
tuberculosis or mentally ill patients. For purposes of section 1804(b) (2),
such term includes any institution which meets the requirements of paragraph
(1) of this subsection. In the case of skilled nursing facility services provided
after transfer from a hospital, such a facility need not be affiliated or under
common control with a hospital.
"Home Health Agency
"(c) The term 'home health agency' means an agency which Is affiliated or
under common control with a hospital having an agreement in effect under
section 1810 and which-"(1) is a public agency, or a private nonprofit organization exempt from
Federal income taxation under section 501 of the Internal Revenue Code
of 1954,
"(2) is primarily engaged In providing skilled nursing services or other
therapeutic services,
"(3) has policies, jointly developed, to govern the service (referred to
in paragraph (2), which it provides,
"(4) maintains clinical records on all patients,
"(5) in the case of an agency in any State in which State or local law
provides for the licensing of agencies of this nature, (A) is licensed pursuant to such law, or (B) is approved, by the agency of sulch State responsible for licensing agencies of this nature, as meeting standards established
for such licensing, and
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"(0) meets such other conditions of participation as the Secretary may
find necessary in ihe interest of the health and safety of individuals who are
furnished services by such agency;
except that such term shall not include any agency which is primarily for the
care and treatment of tuberculosis or mentally ill patients.
"Physician
"(d) The term 'physician', when used in connection with the performance of
any function or action, means an individual (including a physician within the
meaning of section 1101 (a) (7)) legally authorized to practice surgery or medicine by the State in which he performs such function or action.
"Utilization Review
"(e) A utilization review plan of a hospital shall be deemed sufficient if it
is applicable to services furnished by the institution to individuals entitled to
benefits under this title and if it provides"(1) for the review, on a sample or other basis, of admissions to the institution, the duration of stays therein, and the professional services furnished, (A) with respect to the medical necessity of the services, and (B)
for the purpose of promoting the most efficient use of available health facilities and services;
"(2) for such review to be made by either (A) a hospital staff committee composed of two or more physicians, with or without participation of
other professional personnel, or (B) a group outside the hospital which is
similarly composed;
"(3) for such review, In each ease in which inpatient hospital services are
furnished to such individuals during a continuous period, as of the twentyfirst day of such period and as of such subsequent days of such period as
may be specified in regulations, with such review to be made as promptly
after such twenty-first or subsequent specified day as possible, and in no
event later than one week following such day;
"(4) for prompt notification to the institution, the individual, and his attending physician of any finding (made after opportunity for consultation
to such attending physician) by the physician members of such committee
or group that any further stay therein is not medically necessary.
The provisions of clause (A) of paragraph (2) shall not apply to any hospital
where, because of the small size of the institution or for such other reasons as
may be included in regulations, it is impracticable for the institution to have a
properly functioning staff committee for the purposes of this subsection.
"Provider of Services
"(f) The term 'provider of services' means a hospital, skilled nursing facility,
or home health agency.
"Skilled Nursing Facilities Affiliated or Under Common Control With Hospitals
"(g) A hospital and a skilled nursing facility shall be deemed to be affiliated
or under common control if, by reason of a written agreement between them or
by reason of a written undertaking by a person or body which controls both of
them, there Is reasonable assurance that"(1) the facility will be operated under standards which are developed
jointly by, or are agreed to by, the two institutions, with respect to"(A) skilled nursing and related health services (other than physicians' services),
"(B) a system of clinical records, and
"(C) appropriate methods and procedures for the dispensing and administering of drugs and biologicals;
"(2) timely transfer of patients will be effected between the hospital and
the skilled nursing facility whenever such transfer is medically appropriate, and provision is made for the transfer or the joint use (to the extent
practicable) of clinical records of the two institutions; and
"(3) the utilization review plan of the hospital will be extended to include
review of admissions to, duration of stays in, and the professional services
furnished in the skilled nursing facility and including review of such indi-
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vidual cases (and at such intervals) as may be specified in this title or In
regulations thereunder, and with notice to the facility, the individual, and
his attending physician in case of a finding (after opportunity for consultation to such attending physician) that further skilled nursing facility services are not medically necessary.
"Home Health Agency Affiliated or Under Common Control With Hospitals
"(h) A hospital and a home health agency shall be deemed to be affiliated or
under common control if, by reason of a written agreement between them or by
reason of a written undertaking by a person or body which controls both of
them, there is reasonable assurance that"(1) the policies governing the skilled nursing or other therapeutic services provided by the agency shall be developed jointly or agreed to by the
hospital and the agency, and
"(2) the agency will maintain such clinical or other records as may be
agreed to by the hospital.
"States and United States
"(i) The terms 'State' and 'United States' shall have the same meaning as
when used In title II.
"Additional Skilled Nursing Facilities
"(j) The Secretary shall, as soon as practicable, study the best ways of increasing the availability of skilled nursing facility care for beneficiaries under
this title under conditions assuring good quality of care; and, on the basis of
such study and after consultation with associations of nursing homes, the American Hospital Association, the Joint Commission on Accreditation of Hospitals,
and other appropriate professional organizations, he may determine that additional nursing facilities In which such conditions assuring good quality of care
exist constitute skilled nursing facilities under subsection (b) if they meet the
requirements of such subsection (other than the requirement of affiliation and
other than the requirement that a hospital utilization review plan be made
applicable) and if the Secretary finds that such action will not create (or increase) any actuarial imbalance in the Federal Hospital Insurance Trust Fund.
The Secretary shall report to the Congress from time to time, and in any event
by July 1, 1966, the results of the study under this subsection and any action
taken as a result thereof.
"USE OF STATE AGENCIES AND OTHER ORGANIZATIONS TO DEVELOP CONDITIONS FOR
PARTICIPATION FOR PROVIDERS OF SERVICES

"SEo. 1807. In carrying out his functions, relating to determination of conditions of participation by providers of services, under section 1806 (a) (7), section
1806(b) (8), or section 1806(c) (6) the Secretary shall consult with the Advisory
Council on Health Insurance for the Aged established by section 235 of the
Health Care Insurance Act of 1964, appropriate State agencies, and recognized
national listing or accrediting bodies. Such conditions prescribed under any of
such sections may be varied for different areas or different classes of institutions
or agencies and may, at the request of a State, provide (subject to the limitation
provided in section 1806(a) (7)) higher requirements for such State than for
other States.
"USE

OF STATE AGENCIES AND OTHER ORGANIZATIONS
BY PROVIDERS OF SERVICES WITH CONDITIONS

TO DETERMINE COMPLIANCE
OF PARTICIPATION

"SEc. 1808. (a) Tle Secretary may, pursuant to agreement, utilize the services
of State health agencies or other appropriate State agencies for tile purposes
of (1) determining whether an institution is a hospital or skilled nursing facility,
of whether an agency Is a home health agency, or (2) providing consultative
services to Institutions or agencies to assist them (A) to qualify as hospitals,
skilled nursing facilities, or home health agencies, (B) to establish and maintain fiscal records necessary for purposes of this title, and (C) to provide information which may be necessary to permit determination under this title as to
whether payments are due and the amounts thereof. To the extent that the
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Secretary finds it appropriate, an institution or agency which such a State agency
certifies is a hospital, skilled nursing facility, or home health agency may be
treated as such by the Secretary. The Secretary shall pay any such State
agency, in advance or by way of reimbursement, as may be provided in the
agreement with it (and may make adjustments In such payments on account of
overpayments or underpayments previously made), for the reasonable cost of
performing the functions specified in the first sentence of this subsection, and for
the fair share of the costs attributable to the planning and other efforts directed
toward coordination of activities in carrying out its agreement and other activities related to the provision of services similar to those for which payment may
be made under this title, or related to the facilities and personnel required for
the provision of such services, or related to improving the quality of such
services.
"(b) (1) An institution shall be deemed to meet the conditions of participation
under section 1806(a) (except paragraph (5) thereof) if such institution is
accredited as a hospital by the Joint Commission on the Accreditation of Hospitals. If such Commission, as a condition for accreditation of a hospital, hereafter requires a utilization review plan or imposes another requirement which
serves substantially the same purpose, the Secretary is authorized to find that
all institutions so accredited by the Commission comply also with section
1806(a) (5).
"(2) If the Secretary finds that accreditation of an institution by a national
accreditation body, other than the Joint Commission on the Accreditation of
Hospitals, provides reasonable assurance that any or all of the conditions of
section 1806 (a), (b), or (c), as the case may be, are met, he may, to the extent
he deems it appropriate, treat such institution as meeting the condition or conditions with respect to which he made such finding.
"CONDITIONS

OF AND LIMITATIONS

ON PAYMENT FOR SERVICES

"Requirement of Requests and Certifications
"Sc. 1809. (a) Except as provided in subsection (f), payment for services
furnished an individual may be made only to eligible providers of services and
only if"(1) written request, signed by such individual except in cases in which
the Secretary finds it impractical for the individual to do so, Is filed for such
payment in such form, in such manner, within such time, and by such person or persons as the Secretary may by regulation prescribe;
"(2) a physician certifies (and recertifies, where such services are furnished over a period of time, in such cases and with such frequency, appropriate to the case involved, as may be provided in regulations) that"(A) in the case of inpatient hospital services, such services are or
were required for such Individual's medical treatment, or such services
are or were required for inpatient diagnostic study;
"(B) in the case of skilled nursing facility services, such services
are or were required because the individual needed skilled nursing care
on a continuing basis for any of the conditions with respect to which
he was receiving Inpatient hospital services prior to transfer to the
skilled nursing facility or for a condition requiring such care which
arose after such transfer and while he was still in the facility for
treatment of the condition or conditions for which he was receiving
such inpatient hospital services;
"(0) in the case of home health services, such services are or were
required because the individual needed skilled nursing care on an Intermittent basis or because he needed physical or speech therapy; a plan
for furnishing such services to such individual has been established
and is periodically reviewed by a physician; and such services are
or were furnished while the individual was under the care of a
physician;
"(3) with respect to Inpatient hospital services or skilled nursing facility services furnished such individual after the twenty-first day of a continuous period of such services, there was not in effect, at the time of admission of such Individual to the hospital, a decision under section 1810(e)
(based on a finding that timely utilization review of long-stay cases is not
being made in such hospital or facility)
86-453-64--3
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"(4) with respect to inpatient hospital services or skilled nursing facility
services furnished such individual during a continuous period, a finding has
not been made (by the physician members of the committee or group) pursuant to the system of utilization review that further inpatient hospital
services, as the case may be, ore not medically necessary; except that, if
such a finding has been made, "payment may be made for such services furnished in such period before the fourth day after the day on which the hospital or skilled nursing facility, as the case may be, received notice of such
finding.
"Determination of Costs of Services
"(b) The amount paid to arty provider of services with respect to services for
which payment may be made und(C r this title shall l)e the reasonable cost of such
services, as determined in accordance with regulations establishing the method
or methods to be used in determining such costs for various types or classes of
institutions, services, and agencies. In prescribing such regulations, the Secretary shall consider, among other things, the principles generally applied by national organizations (which hav3 developed such principles) in computing the
amount of payment, to be made by persons other than the recipients of services,
to providers of services on account of services furnished to such recipients by
such providers. Such regulations may provide for payment on a per diem, per
unit, per capita, or other basis, may provide for using different methods in different circumstances, and may provide for the use of estimates of costs of particular items or services.
"Amount of Payment for More Expensive Services
"(c) (1) In case the bed and board furnished as part of inpatient hospital
services or skilled nursing facility services is in accommodations more expensive
than two-, three-, or four-bed accommodations and the use of such more expensive accommodations :',.ther thai such two-, three-, or four-bed accommodations
was not at the request of the palient, payment with respect to such services may
not exceed an amount equal to the reasonable cost of such services if furnished
in such two-, three-, or four-bed accommodations unless the more expensive accommodations were required for medical reasons.
"(2) Where a provider of services with which an agreement under this title
is in effect furnishes to an Individual, at his request, items or services which are
in excess of or more expensive than the items or services with respect to which
payment may be made under this title, the Secretary shall pay to such provider of
services only the equivalent of the reasonable cost of the items or services with
respect to which payment under this title may be made.
"Amount oJf Payment Where Less Expensive Service Furnished
"(d) In case the bed and board furnished as part of inpatient hospital services
or skilled nursing facility services in accommodations other than, but not more
expensive than, two-, three-, or four-bed accommodations and the use of such
other accommodations rather than two-, three-, or four-bed accommodations was
neither at the request of the pal ient nor for a reason which the Secretary determines is consistent with the purposes of this title, the amount of the payment
with respect to such services under this title shall be the reasonable cost of such
services minus the difference between the charge customarily made by the hospital or skilled nursing facility for such services in two-, three-, or four-bed accommodations and the charge customarily made by it for such services in the
accommodations furnished.
"No Payments to Federal Providers of Services
"(e) No payment may be made under this title (except under subsection (f)
of this section) to any Federal provider of services, except a provider of services
which the Secretary determines, In accordance with regulations, Is providing
services to the public generally as a community institution or agency and no
such payment may be made to any provider of services for any item or service
which such provider is obligated by a law of, or a contract with, the United
States to render at public expense.
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"Payment for Emergency Inpatient Hospital Services
"(f) Payments shall also be made to any hospital for inpatient hospital
services furnished, by the hospital or under arrangements (as defined in section
1803(e) with it, to an individual entitled to insurance benefits under this title
even though such hospital does not have an agreement in effect under this title
if (A) such services were emergency services and (B) the Secretary would be
required to make such payment if the hospital had such bn agreement in effect
and otherwise met the conditions of payment hereunder. 8tuch payment shall be
made only in amounts determined as provided in subsection (b) and then only
if such hospital agrees to comply, with respect to the emergency services provided, with the provisions of section 1810(a).
"Payment for Services Prior to Notification of Noneligibility
"(g) Notwithstanding that an individual is not entitled to have payment
made under this title for inpatient hospital services, skilled nursing facility
services or home health services furnished by any provider of services, payment
shall be made to iuch provider of services (unless such provider elects not to
receive such payment or, if payment has already been made, refunds such payment within the time specified by the Secretary) for such services which are
furnished to the individual prior to notification from the Secretary of his lack
of entitlement if such payments are not otherwise precluded under this title and
if such provider complies with the rules established hereunder with respect to
such payments, has acted In good faith and without knowledge of such lack of
entitlement, and has acted reasonably in assuming entitlement existed.
"AGREEMENTS WITH PROVIDERS OF SERVICES

'SEo. 1810. (a) Any provider of services shall be eligible for payments under
this title if it files with the Secretary an agreement not to charge any individual
or any other person for items or services for which such individual is entitled
to have payment made under this title (or for which he would be so entitled
if such provider had complied with the procedural and other requirements under
or pursuant to this title or for which such provider Is paid pursuant to the
provisions of section 1809(g), and to make adequate provision for return (or
other disposition, in accordance with regulations) of any moneys incorrectly
collected from such individual or other person, and, where the provider of services
has furnished, at the request of such individual, items or services which are
in excess of or more expensive than the items or services with respect to which
payment may be made under this title, such provider may also charge such
individual or other person for such more expensive items or services but not
more than the difference between the amount customarily charged by it for the
items or services furnished at such request and the amount customarily charged
by it for the items or services with respect to which payment may be made
tinder this title.
"(b) An agreement with the Secretary under this section may be terminated"(1) by the provider of services at such time and upon such notice to the
Secretary and the public as may be provided In regulations, except that the
time such agreement is thereby required by the Secretary to continue in
effect after such notice may not exceed six months after such notice, or
"(2) by the Secretary at such time and upon such notice to the provider
of services and the public as may be specified in regulations, but only after
the Secretary has determined, and has given such provider notification
thereof, (A) that such provider of services is not complying substantially
with the provisions of such agreement, or with the provisions of this title
and regulations thereunder, or (B) that such provider no longer substantially meets the applicable provisions of section 1806, or (C) that such provider of services has failed to provide such information as the Secretary
finds necessary to determine whether payments are or were due under this
title and the amounts thereof, or has refused to permit such examination of
its fiscal and other records by or on behalf of the Secretary as may be necessary to verify such information.
Any termination shall be applicable"(3) in the case of inpatient hospital services or skilled nursing facility
services, with respect to such services furnished to any Individual who is
admitted to the hospital or skilled nursing facility furnishing such services
on or after the effective date of such termination, and
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"(4) (A) with respect to home health services furnished to an individual
under a plan therefor established on or after the effective date of such termination, or (B) if such plan is established before such effective date, with
respect to such services furnished to such individual after the calendar year
in which such termination is effective.
"(c) Nothing in this title shall preclude any provider of services or any group
or groups of such providers from being represented by an individual, association, or organization authorized by such provider or providers of services to act
on their behalf in negotiating with respect to their participation under this title
and the terms, methods, and amounts of payments for services to be provided
thereunder.
"(d) Where an agreement filed under this title by a provider of services has
been terminated by the Secretary, such provider may not file another agreement
under this title unless the Secretary finds that the reason for the termination has
been removed and there is reasonable assurance that it will not recur.
"(e) If the Secretary finds that timely review in accordance with section
1806(e) of long-stay cases in a hospital or skilled nursing facility is not being
made with reasonable regularity, he may, in lieu of terminating his agreement
with such hospital or facility, decide that, with respect to any individual admitted to such hospital or skilled nursing facility after a date specified by him,
no payment shall be made for inpatient hospital services or skilled nursing
facility services after the twenty-first day of a continuous period of such services.
Such decision may be made only after such notice to the hospital, or (in the
case of a skilled nursing facility) to the hospital and the facility, and to the
public as may be prescribed by regulations, and its effectiveness shall be rescinded when the Secretary finds that the reason therefor has been removed and
there is reasonable assurance that it will not recur.
"PAYMENT TO PROVIDERS OF SERVICES

1811. The Secretary shall periodically determine the amount which
should be paid to each provider of services under this title with respect to the
services furnished by it, and the provider shall be paid, at such time or times
as the Secretary believes appropriate and prior to audit or settlement by the
General Accounting Office, from the Federal Hospital Insurance Trust Fund
the amounts so determined; except that such amounts 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 services for any prior period was greater or
less than tha amount which should have been paid to it for such period.
"SEC.

"REVIEW OF DETERMINATIONS

"SEC. 1812. Aiy individual dissatisfied with any determination made by the
Secretary that be is not entitled to insurance benefits under this title or that
he is not entitled to have payment made under this title with respect to any
class of services furnished him, shall be entitled to a hearing thereon by the
Secretary to the same extent as is provided in section 205(b) with respect to
decisions of the Secretary, and to Judicial review of the Secretary's final decision
after such hearing an is provided in section 205 (g).
"OVUPAYMENTS TO INDIVIDUALS
"SEC. 1813. (a) Any payment under this title to any provider of services with

respect to inpatient hospital services, skilled nursing facility services, or home
health services, furnished any individual shall be regarded as a payment to such
individual
"(b) Where"(1) more than the correct amount is paid under this title to a provider
of services for services furnished an individual and the Secretary determines
thrt, within such period as he may specify, the excess over the correct
amount cannot be recouped from such provider of services, or
"(2) any payment has been made under section 1809(g) to a provider
of services for services furnished an individual,
proper adjustments shall be made, under regulations prescribed by the Secretary, by decreasing subsequent payments--
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"(3) to which such individual is entitled under title II,
"(4) if such Individual dies before such adjustment has been completed,
to which any other individual is entitled under title II with respect to the
wages and self-employment income which were the basis of benefits of such
deceased individual under such title.
"(c) There shall be no adjustment as provided in subsection (b) (nor shall
there be recovery) In any case where the Incorrect payment has been made
(including payments under section 1809(g)) for services furnished to an individual who Is without fault and where such adjustment (or recovery) would
defeat the purposes of title II or would be against equity and good conscience.
"(d) No certifying or disbursing officer shall be held liable for any amount
certified or paid by him to any provider of services where the adjustment or
recovery of such amount is waived under subsection (c) or where adjustment
under subsection (b) is not completed prior to the death of all persons against
whose benefits such adjustment Is authorized.
"USE OF PRIVATE ORGANIZATIONS IN THE ADMINISTRATION OF THIS TITLE

"SEC. 1814. (a) Through agreements entered Into between the Secretary and
qualified voluntary organizations (including organizations which have been
designated by any group of providers of services, or by any association of such
providers on behalf of its members), the Secretary shall utilize such
organizations"(1) to make determinations (subject to such review by the Secretary
as may be provided for in the agreement between the organization and the
Secretary) of the amount of payments required pursuant to this title to
be made to providers of services;
"(2) to receive, with the consent of the providers of services concerned,
payments under section 1811 on behalf of such providers;
"(3) to make payments to providers of services of amounts to which
they are entitled under section 1811;
(4) to make such audits of the records of providers of services as may be
necessary to insure that liroper payments are made under this title;
"(5) to assist in the application of safeguards against unnecessary utilization of services furnished by providers of services to individuals entitled
to have payment made under this title with respect to services furnished
them; and
"(6) otherwise to assist In discharging administrative duties necessary
to carry out the purposes of this title.
"(b) To the maximum extent practicable the Secretary shall utilize, In
accordance with the provisions of this section, the services of qualified voluntary
organizations in the administration of this title. Voluntary organizations may
submit proposals to the Secretary with respect to their furnishing services in
the administration of this title. The Secretary shall carefully evaluate all such
proposals with a view to entering into agreements with qualified voluntary organizations for their services in the administration of this title whenever he
determines that the utilization of buch services will contribute to the efficient
and economic administration of this title.
"(c) An agreement with any organization under this section may contain such
terms and conditions as the Secretary finds necessary or appropriate and may
provide for advances of funds to the organization for the making of payments by
it under subsection (a) and shall provide for payment of the reasonable cost of
administration of the organization as determined by the Secretary to be necessary and proper for carrying out the functions covered by the agreement.
"(d) An agreement with the Secretary under this section may be terminated"(1) by the organization entering into such agreement at such time and
upon such notice to the Secretary, to the public, and to the providers as may
be provided in regulations, or
"(2)t by the Secretary at such time and upon such notice to the organization, and to the providers which have designated it for purposes of this
section, as may be provided in regulations, but only if he finds, after reasonable notice and opportunity for hearing to the organization, that (A) the
organization has failed substantially to carry out the agreement, or (B) the
continuation of some or all of the functions provided for in the agreement
with the organization is disadvantageous or Is Inconsistent with efficient
administration of this title.
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"(e) An agreement with an organization under this section may require any
of its officers or employees certifying payments or disbursing funds pursuant to
the agreement, or otherwise participating in carrying out the agreement, to give
surety bond to the United States in such amount as the Secretary may deem
appropriate, and may provide for the payment of the charges for such bond
from the Federal Hospital Insurance Trust Fund.
"(f) (1) No individual designated pursuant to an agreement under this section
as a certifying officer shall in the absence of gross negligence o: intent to defraud
the United States, be liable with respect to any payments vErtified 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) of this subsection.
"REGULATIONS

"SE0. 1815. When used In this title, the term 'regulations' means, unless the

context otherwise requires, regulations prescribed by the Secretary.
"APPLICATION OF CERTAIN PROVISIONS OF TITLE II

"SEC. 1810. The provisions of sections 206, 208, and 216(J), and of subsections
(a), (d), (e), (f), and (h) of section 205 shall also apply with respect to this
title to the same extent as they are applicable with respect to title II.
"]DESIGNATION

OF ORGANIZATION OR PUBLICATION BY NAME

"Szc. 1817. Designation in this title, by name, of any nongovernmental organization or publication shall not be affected by change of name of such organization or publication, and shall apply to any successor organization or publication
which the Secretary finds serves the purpose for which such designation is
made."
.:Ei.LOTION

FOR ENTITLEMENT TO BENEFITS UNDER THIS TITLE

"SEC. iS18. (a) No individual who is entitled to monthly insurance benefits
for any month under section 202 shall be entitled to benefits under this title for
such month unless lie shall, prior to the beginning of such month, have filed
with the Secretary (in such form and in such manner as the Secretary shall be
regulations prescribe) a certificate electing to become entitled to insurance benefits under this title. Such a certificate, once filed, may not thereafter be revoked
(exce pt for cause by leave of the Secretary )ursuant to such regulations) and
shall be effective with respect to months after the month in which it is filed.
"(b) If an individual becomes entitled to insurance benefits under this title
by reason of filing a certificate as provided in subsection (a) he shall suffer a
reduction in the amount of the monthly Insurance benefits to which he is entitled
under section 202. Such reduction shall be equal to 5 per century of the amount
of such monthly insurrace benefits (as determined under title II), and shall be
effective with respect to months for which such certificate is *,ffective."
FEDERAL HOSPITAL INSURANCE TRUST FUND

SEC. 204. (a) Section 201 of the Social Security Act is amended by redesignating subsections (c), (d), (e), (f), (g), and (h) as subsections (d), (e),
(f), (g), and (h), and (1), respectively, and by adding after subsection (b) the
following new subsection:
"(c) There is hereby created on the books of the Treasury of the United
States a trust fund to be known as the 'Federal IIospital Insurance Trust Fund'.
The Federal Hospital Insurance Trust Fund shall consist of such amounts as
may be applropriated to, or deposited in, such fund as provided In this section.
There is hereby appropriated to the Federal Hospital Insurance Trust Fund for
the fiscal year ending June 30, 1965, and for each fiscal year thereafter, out of
any moneys In the Treasury not otherwise appropriated, amounts equivalent to
100 per centum of"(1) 0.68 of 1 per centum of the wages (as defined in section 3121 of the
Internal Revenue Code of 1954) paid after December 31, 1964, 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
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Secretary of Health, Education, and Welfare on the basis of the records
of wages established and maintained by such Secretary iii accordance with
such reports; and
"(2) 0.51 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, 1964, which self-employment income shall be certified by the
Secretary of Health, Education, and Welfatle 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."
(b) (1) The heading of section 201 of the Social Security Act is amended to
read: "FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, FEDERAL DISABILITY INSURANCE TRUST FUND, AND FEDERAL HOSPITAL INSURANCE TRUST FUND".

(2) Subsection (a) of section 201 of such Act Is amended by inserting "and
the amounts specified in clause (1) of subsection (e) of this section" immediately
before the semicolon in clause (3) thereof, by inserting "and the amount specified
in clause (2) of subsection (c) of this section" immediately before the period in
clause (4) thereof, and by striking out the last sentence and inserting in lieu
thereof: "The amounts appropriated 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 (e) shall be transferred from time to time from the general fund in the Treasury to the Federal
Hospital 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
adjustment 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."
(c) The first sentence of the subsection of such section 201 herein redesignated
as subsection (d) 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 Hospital Insurance Trust Fund".
(d) Paragraph (1) of the subsection of such section 201 herein redesignated
as subsection (h) is amended by striking out "titles II and VIII" and "this title"
wherever they appear and inserting in lieu thereof "this title and title XVIII".
(e) The last sentence of paragraph (2) of such subsection is amended by
striking out "and clause (1) of subsection (b)" and Inserting In lieu thereof ",
clause (1) of subsection (b), and clause (1) of subsection (c)".
(f) The subsection of such section herein redesignated as subsection (1) is
amended by adding at the end thereof the following new sentence: "Payments
required to be made under title XVIII shall be made only from the Federal Hospital Insurance Trust Fund."
(g) Section 218(h) (1) of such Act is amended by striking out "and (b) (1)"
and inserting in lieu thereof ", (b)(1), and (c) (1)".
(h) Section 221(e) of such Act is amended(A) by striking out "Trust Funds" wherever that appears and inserting
in lieu thereof "Trust Funds (except the Federal Hospital Insurance Trust
Fund)";
(B) by striking out "subsection (g) of section 201" and Inserting In lieu
thereof "subsection (h) of section 201"; and
(C) by Inserting "under this title" before the period at the end thereof.
(I) Section 1106(b) 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 Hospital Insurance Trust
Fund".
TRANSITIONAL PROVISION FOR ELIGIBILITY FOR PRESENTLY UNINSURED INDIVIDUALS

SEC. 205. (a) Anyone who(1) has attained the age of sixty-five,
(2) (A) attained such age before 1967, or (B) has not less than three
quarters of coverage (as defined in title II of the Social Security Act or section 5(1) of the Railroad Retirement Act of 1937), whenever acquired, for
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each calendar year elapsing after 1964 and before the year in which he
attained such age,
(3) Is not, and upon filing application therefor would not be, entitled to
monthly insurance benefits under section 202 of the Social Security Act and
does not meet the requirements set forth in subparagraph (B) of section
21(b) of the Railroad Retirement Act of 1937, and
(4) has filed an application under this section at such time, in such manner, and in accordance with such other requirements as may be prescribed In
regulations of the Secretary,
shall (subject to the limitations in this section) be deemed, solely for purposes
of section 1805 of the Social Security Act, to be entitled to monthly insurance
benefits under such section 202 for each month, beginning with the first month
in which he meets the requirements of this subsection and ending with the month
or, upon filing application in such month, would become, in which he dies or if
earlier,, the month before the month in which he becomes entitled to monthly
Insurance benefits under such ejection 202 or meets the requirements set forth
In subparagraph (B) of section 91(b) of the Railroad Retirement Act of 1937.
(b) The provisions of subsection (a) shall apply only in the case of an individual who(1) is a resident of the United States (as defined in section 210 of the
Social Security Act), and
(2) is a citizen of the United States or has resided in the United States
(as so defined) continuously for not less than 10 years.
(c) The provisions of subsection (a) shall not apply to any individual who(1) is a member of any organization referred to in section 210(a) (17)
of the Social Security Act,
(2) has been convicted of any offense listed in section 202(u) of the
Social Security Act,
(3) Is an employee of the United States, or
(4) is eligible for the benefits of the Federal Employees Health Benefits
Act of 1959 or the Retired Federal Employees Health Benefits Act.
(d) There are authorized to be appropriated to the Federal Hospital Insurance
Trust Fund (established by section 201 of the Social Security Act) from time to
time such sums as the Secretary deems necessary, on account of,(1) payments made from such Trust Fund under title XVIII of such Act
with respect to individuals who are entitled to insurance benefits under such
title solely by reason of this section,
(2) the additional administrative expenses resulting therefrom, and
(3) any loss in interest to such Trust Fund resulting from the payment
of such amounts,
In order to place such Trust Fund in the same position in which it would have
been If the preceding subsections of this section had not been enacted.
TECHNICAL AMENDMENTS

Suspension in Case of Aliens
SEC. 206. (a) Subsection (t) of section 202 of such Act is amended by adding
at the end thereof the following new paragraph:
"(9) No payments shall be made under title XVIII with respect to services
furnished to an individual in any month for which the prohibition in paragraph
(1) against payment of benefits to him is applicable (or would be if he were
entitled to any such benefits) ."
Persons Convicted of Subversive Activities
(b) Subsection (u) of such section is amended by striking out "and" before
the phrase "in determining the amount of any such benefit payable to such Individual for any such month," and inserting after such phrase "and in determining whether such individual is entitled to insurance benefits under title XVIII
for any such month,".
Advisory Council of Social Security Financing
(c) (1) Subsection (a) of section 116 of the Social Security Amendments of
1956 is amended by striking out "and of the Federal Disability Insurance Trust
Fund" and inserting in lieu thereof ", of the Federal Disability Insurance
Trust Fund and of the Federal Hospital Insurance Trust Fund". Such sub-
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section is further amended by inserting before the period at the end thereof
"and the Insurance benefits program under title XVIII of the Social Security
Act".
(2) Subsection (d) of such section 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 Hospital Insurance
Trust Fund".
(3) Subsection (f) of such section is amended by striking out ", the adequacy
of benefits under the program, and all other aspects of the program" and inserting in lieu thereof "and the insurance benefits program under title XVIII of the
Social Security Act, the adequacy of benefits under the programs, and all other
aspects of the programs".
TECHNICAL AMENDMENT

207. Section 3121 (1) (6) of the Internal Revenue Code of 1954 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 Hospital Insurance Trust Fund,". The amendment made by this section shall be effective January 1,1965.
SEC.

PART B-RAILROAD RETIREMENT AMENDMENTS
HOSPITAL INSURANCE BENEFITS FOR THE AGED UNDER THE RAILROAD
RETIREMENT ACT
SEC. 210. (a) The Railroad Retirement Act of 1937 is amended by adding
after section 20 of such Act the following new section:
I "HOSPITAL INSURANCE BENEFITS FOR THE AGED
"SEC. 21. (a) For the purposes of this section, and subject to the conditions
hereinafter provided, the Board shall have the same authority to determine the
rights of individuals described in subsection (b) of this section to have payments made on their behalf for insurance benefits consisting of inpatient hospital
services, skilled nursing facility services, and home health services within the
meaning of title XVIII of the Social Security Act as the Secretary of Health,
Education, and Welfare has under such title XVIII with respect to individuals
to whom such title applies. The rights of individuals described in subsection
(b) of this section to have payment made on their behalf for the services referred
to in the next preceding sentence shall be the same as those of individuals to
whom title XVIII of the Social Security Act applies and this section shall be
administered by the Board as if the provisions of such title XVIII were applicable, references to the Secretary of Health, Education, and Welfare were to
the Board, references to the Federal Hospital Insurance Trust Fund were to
the Railroad Retirement Account, references to the United States or a State included Canada or a subdivision thereof, and the provisions of section 1807 of
such title XVIII were not Included in such title. For purposes of section 11,
a determination with respect to the rights of an individual under this section
shall, except in the case of a provider of services, be considered to be a decision
with respect to an annuity.
"(b) Except as otherwise provided in this section, every individual who-"(A) has attained age sixty-five, and
"(B) (i) is entitled to an annuity, or (ii) would be entitled to an annuity
h1d he ceased compensated service and, in the case of a spouse, had such
spouse's husband or wife ceased compensated service, or (iiI) had been
awarded a pension under section 6, or (iv) bears a relationship to an employee which, by reason of section 3(e), has been, or would be, taken into
account in calculating the amount of an annuity of such employee or his
survivor,
shall be entitled to have payment made for the services referred to in subsection
(a), and in accordance with the provisions of such subsection. The payments
for services herein provided for shall be made from the Railroad Retirement
Account (in accordance with, and subject to, the conditions applicable under
section 10(b) in making payment of other benefits) to the hospital, skilled nursing facility, or home health agency providing such services, including such services provided In Canada to individuals to whom this subsection applies but only
to the extent that the amount of payments for services otherwise hereunder
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provided for an individual exceeds the amount payable for like services provided
pursuant to the law in effect in the place in Canada which such services are
furnished.
"(c) No individual shall be entitled to have payment made for the same services, which are provided for in this section, under both this section and title
XVIII of the Social Security Act, and no individual shall be entitled to have
payment made under both this section and such title XVIII for more than the
number of days of inpatient hospital services determined as provided in section
1804 of such Act or more than one hundred and eighty days of skilled nursing
facilities services during any benefit period or more than two hundred and forty
days in any calendar year in which home health services are furnished. In any
case in which an individual would, but for the preceding sentence, be entitled to
have payment for such services made under both this section and such title
XVIII, payment for such services to which such individual is entitled shall be
made in accordance with the procedures established pursuant to the next succeeding sentence, upon certification by the Board or by the Secretary of Health,
Education, and Welfare. It shall be the duty of the Board and such Secretary
with respect to such cases jointly to establish procedures designed to minimize
duplications of requests for payment for services, of elections for purposes of
determining the number of days of inpatient hospital services for which payment may be made, and of determinations and to assign administrative functions
between them so as to promote the greatest facility, efficiency, and consistency
of administration of this section and title XVIII of the Social Security Act;
and, subject to the provisions of this subsection, to assure that the rights of individuals under this section or title XVIII of the Social Security Act shall not be
impaired or diminished by reason of the administration of this section and title
XVIII of the Social Security Act. The procedures so established may be ineluded in regulations issued by the Board and by the Secretary of Health, Education, and Welfare to implement this section and such title XVIII, respectively.
"(d) Any agreement entered into by the Secretary of Health. Education, and
Welfare pursuant to title XVIII of the Social Security Act shall be entered into
on behalf of both such Secretary and the Board. The preceding sentence shall
not be construed to limit the authority of the Board to enter on its own behalf
into any such agreement relating to services provided in Canada or in any
facility devoted primarily to railroad employees.
"(e) A request for payment for services filed under this section shall be
deemed to be a request for payment for services filed as of the same time under
title XVII of the Social Security Act, and a request for payment for services filed
under such title shall be deemed to be a request for payment for services filed as
of the same time under this section.
"(f) The Board and the Secretary of Health, Education, and Welfare shall
furnish each other with such information, records, and documents as may be
considered necessary to the administration of this section or title XVIII of the
Social Security Act.
"(g) There are authorized to be appropriated to the Railroad Retirement
Account from time to time such sums as the Board finds sufficient to cover"(1) the costs of payments made from such Account under this section,
"(2) the additional administrative expenses resulting from such payments, and
"(3) any loss of Interest to such Account resulting from such payments,
in cases where such payments are not includible in determinations under section 5(k) (2) (A) (iii) of this Act, provided such payments could have been
made as a result of section 103 of the Health Care Insurance Act of 1904 but
for eligibility under subparagraph (B) of subsection (b) of this section."
Amendment Preserving Relationship Between Railroad Retirement Act and OldAge, Survivors, and Disability Insurance Systems
(h) Section 1(q) of such Act is amended by striking out "1961" and inserting in lieu thereof "194".
Financial Interchange Between Railroad Retirement Account and Federal Iospital Insurance Trust Fund
(c) (1) Section 5(k) (2) of such Act is amended(A) by striking out subparagraphs (A) and (B) and redesignating subparagraphs (C), (D), and (E) as subparagraphs (A), (B), and (C), respectively;
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(B) by striking out the second sentence and the sixth sentence of the
subparagraph redesignated as subparagraph (A) by subparagraph (A) of
this paragraph;
(C) by adding at the end of the subparagraph redesignated as subparagraph (A) by subparagraph (A) of this paragraph the following new subdivision:
"(iii) At the close of the fiscal-year ending June 30, 1965, and each
fiscal year thereafter, the Board and the Secretary of Health, Education, and Welfare shall determine the amount, if any, which, if added
to or subtracted from the Federal Hospital Insurance Trust Fund, would
place such Fund in the same position in which it would have been If
service as an employee after December 31, 1936, had been included in
the term 'employment' as defined In the Social Security Act and in the
Federal Insurance Contributions Act. Such determination shall be
made no later than June 15 following the close of the fiscal year. If
such amount is to be added to the Federal Hospital Insurance Trust
Fund the Board shall, within ten days after the determination, certify
such amount to the Secretary of the Treasury for transfer from the
Retirement Account to the Federal Hospital Insurance Trust Fund ; if
such amount is to be subtracted from the Federal Hospital Insurance
Trust Fund, the Secretary of Health, Education, and Welfare shall,
within ten days after the determination, certify such amount to the
Secretary of the Treasury for transfer from the Federal Hospital Insurance Trust Fund to the Retirement Account. The amount so certified
shall further include interest (at the rate determined under subparagraph (B) for the fiscal year under consideration) payable from the
close of such fiscal year until the date of certification.";
(D) by striking out "subparagraph (B) and (C)" where it appears In the
subparagraph redesignated as subparagraph (B) by subparagraph (A) of
this paragraph and Inserting In lieu thereof "subparagraph (A)" ; by striking
out "(D)" wherever It appears in the subparagraph redesignated a;; subparagraph (A) by subparagraph (A) of this paragraph and inserting in lieu
thereof "(B)"; and
(E) by amending the subparagraph redesignated as subparagraph (C) by
subparagraph (A) of this paragraph to read as follows:
"(C) The Secretary of the Treasury is authorized and directed to transfer
to the Federal Old-Age and Survivors Insurance Trust Fund, the Federal
Disability Insurance Trust Fund, or the Federal Hospital Insurance Trust
Fund from the Retirement Account or to the Retirement Account from the
Federal Old-Age and Survivors Insurance Trust Fund, the Federal Disability
Insurance Trust Fund, or the Federal Hospital Insurance Trust Fund, as the
case may be, such amounts as, from time to time, may be determined by the
Board and the Secretary of Health, Education, and Welfare pursuant to the
provisions of subparagraph (A), and certified by the Board or the Secretary
of Health, Education, and Welfare for transfer from the Retirement Account
or from the Federal Old-Age and Survivors Insurance Trust Fund, the Federal Disability Insurance Trust Fund, or the Federal Hospital Insurance
Trust Fund."
(2) The amendments made by paragraph (1) of this subsection shall be effective January 1, 1965.
PART G-MISCELLANEOUS PROVISIONS
STUDIES AND RECOMMENDATIONS

SEC. 220. The Secretary of Health, Education, and Welfare shall carry on
studies and develop recommendations to be submitted from time to time to the
Congress relating to (1) the adequacy of existing facilities for health care for
purposes of the program established by this title; and (2) methods for encouraging the further development of efficient and economical forms of health care which
are a constructive alternative to Inpatient hospital care.
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tiEALTH INSURANCE FOR INDIVIDUALS AGED

SIXTY-FITE OR OVER

PURPOSE
SEC. 230. The Congress hereby declares that it is the purpose of this part to
provide, for all Individuals aged '-tty-five or over, the opportunity to secure at
reasonable cost private health insurance which will insure them against the cost
of health services which are not covered under the program established by title
XVIII of the Social Security Act.
DEFINITIONS
SEC. 231. For purposes of the succeeding provisions of this part(a) the term "health insurance policy" means the policy, contract, agreement, or other arrangement entered into between a carrier and another person whereby the carrier, in consideration of the payment to It of a periodic
premium, undertakes to provide, pay for, or reimburse the cost of, health
services for the individual (or group of individuals) who are the beneficiaries
of such policy, contract, agreement, or other arrangement;
(b) the "standard policy" of insurance to be devised pursuant to the
provisions of section 232(c) may include any of the "health insurance benefits" described in subsection (c), and shall include at least the following
health insurance benefits(1) payment of part or all of most charges for or toward physician's
services whether performed at the physician's office or any other place;
(2) payment, in accordance with a schedule, for or toward the costs
of surgery performed in or out of a hospital;
(3) payment of not less than the first $15 of charge for consultation
with a physician who is a specialist in any area of medicine or surgery;
and
(4) payment, in accordance with a schedule of fees for or toward
charges for diagnostic care, and laboratory and X-ray services;
(c) the term "health insurance benefits" or the term "benefits" when used
in connection with health insurance, means insurance against all or any part
of the costs of any or all of the following(1) services provided by physicians, surgeons, dentists, or any other
medical or remedial care recognized under State law;
(2) diagnostic care, and laboratory and X-ray services;
(3)prescribed drugs, eyeglasses, dentures, and prosthetic devices;
(4) private-duty nursing services;
(5) home health care services;
(6) inpatient hospital services;
(7) skilled nursing services;
but only to the extent that any such care, services, or benefits are not
covered under the program established by title XVIII of the Social Security
Act;
(d) the term "carrier" means a voluntary association, corporation, partnership, or other nongovernmental organization which Is lawfully engaged
in providing, paying for, or reimbursing the costs of, health services for
individuals or groups under health insurance policies in consideration of
premiums payable to the carrier and which meets reasonable standards
prescribed by the Secretary;
(e) the term "premium" means the amount of the consideration charged
by a carrier for coverage by a health Insurance policy offered by the carrier; and
(f) the term "Secretary" means the Secretary of Health, Education, and
Welfare.
AUTHORIZATION

OF ASSOCIATION

SEc. 232. (a) In order to carry out the purposes of this part, there is hereby
authorized to be established, subject to the approval of the Secretary, an association to be known as the National Association of Carriers To Provide Health
Insurance for Individuals Aged Sixty-five or Over (hereinafter referred to as
the "association").
(b) The association shall be composed of carriers which shall have voluntarily
joined together for the purpose of carrying out the purposes of this part, and
membership therein shall be open to all responsible carriers which desire
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In order to minimize the factor of adverse selection In the sale of the standardpolicy, the association shall establish appropriate limitations upon the period,
during each year, when such policy may be offered to new subscribers,
1(3)1 The association with the approval of the Secretary shall develop and
circulate among its members minimum standards with respect to health insurance for the purpose of enabling its members, or any of them, to devise and
offer for sale one or more health insurance policies each of which may serve as an
alternative to the standard policy. Such standards shall require that any such
policy shall fulfill the same purposes as does the standard policy and will represent to the subscriber thereof a dollar value which is not less than that represented by the standard policy. Any member of the association desiring to offer
for sale any such policy shall first submit to the association and to the Secretary
copies of the proposed policy, together with any information related thereto
which the association shall deem pertinent. If the association and the Secretary
after due consideration, find that such proposed policy fulfills the same purposes
as does the standard policy and will represent to the subscriber thereof a dollar
value which is not less than that represented by the standard policy, they shall
approve such proposed policy. Upon the approval by the association and the
Secretary of any such proposed policy, such policy may thereafter be offered for
sale by any carrier which is a member of the association in the same manner and
subject to the same conditions as obtain with respect to the standard policy.
In this part any such policy shall be referred to as an "alternative policy".
(4) All premiums receivable on account of the standard policy or alternative
policies sold by members of the association shall be covered into a common fund
(hereinafter referred to as the "reserve fund") established by the association
for the purpose of receiving such premiums, and all benefits payable on account
of such policies as well as the reasonable administrative expenses incurred in
connection with such policies shall be paid from the reserve fund. The association shall invest such portion of the reserve fund as is not, in their judgment,
required to meet current withdrawals. Moneys in the reserve fund may be
Invested only in interest-bearing obligations of the United States or in obligations guaranteed as to both principal and interest by the United States. The
assets of the reserve fund shall be the property of the association and the expenses of the association shall be defrayed from moneys in such fund.
(5) In order to hold within proper limits the portion of the premiums paid for
the standard policy or alternative policies which are attributable to expenses
In connection with the sale and administration of such policies, appropriate
limitations shall be placed upon the amounts which members of the association
may claim from the reserve fund on account of such expenses. Such limitation
shall be established by the association, subject to the approval of the Advisory
Council (established pursuant to section 235) and of the Secretary.
(6) The association, in cooperation with the Advisory Council and with the
approval of the Secretary, shall devise programs designed to enable persons who
have not attained age sixty-five and are still employed to purchase the insurance
provided by the standard policy or an alternative policy on a prepaid basis.
(d) The management of the reserve fund and the administration of the
activities of the association shall be vested in an executive committee which
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shall consist of three individuals elected by the Advisory Council authorized to
be established by section 236.
(e) Members of the association are authorized and encouraged to offer supplementary health insurance policies designed to provide to subscribers of the
standard policy or an alternative policy coverage in addition to that provided
by such policy. Such policies need not be uniform and may be offered at premiums which would permit a fair profit to the members offering them. Such
policies may be offered for sale in conjunction with the standard policy or an
alternative policy, but in such case, shall be offered in such a manner as to
enable the prospective subscriber clearly to distinguish between the benefits
and premiums provided by the standard policy or the alternative policy and
the benefits and premiums provided by the supplementary policy.
(f) The association is authorized, with the approval of the Secretary and
the Advisory Council, to adopt two separate and distinct symbols, one of which
may be used in connection with the sale of the standard policy and which shall
signify public endorsement of such policy and the other of which may be used
in connection with the sale of alternative policies and which shall signify
official public endorsement of such alternative policies.
(g) Nothing in this part shall be construed to authorize any control to be
exercised over carriers who are members of the association with respect to any
policy of insurance offered by them other than standard policies (as described
in subsection (c) (2)) and alternative policies (as described in subsection (c)
(8)) ; and the right of such carriers to offer other insurance policies shall be
unaffected by their membership in the association.
REGIONAL DIVISIONS OF THE ASSOCIATION

SEC. 233. (a) Any one or more members of the association which desire to
confine their business of offering for sale the standard policy or alternative
policies, or both, to a particular geographical region may, pursuant to rules
established by the association (with the approval of the Secretary), establish a
regional division of the association for the purpose of offering such policies
for sale in such region.
(b) Membership in any regional division of the association shall be open to
all members of the association which desire to confine their sale of the standard
policy or alternative policies, or both, to the geographical region with respect
to which such division is established.
(c) Members of any such division shall, in lieu of depositing in the reserve
fund provided for in section 232(c) (4) premiums received by them on account
of any such policies sold by them, deposit such premiums in a common fund
to be known as the regional reserve fund for such region. The regional reserve
fund for any regional division' of the association shall be managed by the members of such division, in accordance with regulations prescribed by the executive
committee of the association with the approval of the Secretary and the Advisory
Council. Any such regional reserve fund shall serve the same purposes and
shall be ,bJect to the same requirements as are prescribed with respect to the
reserve . d provided for in section 232(c) (4). The assets of any such regional reserve fund shall be the property of the regional division of the association for which such fund is established, and the expenses of such division shall
be defrayed from moneys in such fund.
(d) The executive committee of the association, with the approval of the
Secretary and the Advisory Council, shall prescribe regulations governing the
manner in which any regional division of the association shall be operated.
Such regulations shall vest responsibility for the management and operation
of the division in the membership thereof, but shall contain necessary safeguards
to insure that the division will be managed and operated in such a manner
as to carry out in the region with respect to which it is established purposes
and functions which are the same as those of the association.
ESTABLSHMENT OF ASSOCIATION
SEC. 234. (a) Whenever five or more carriers shall have applied to the Secretary to form the association (provided for in section 232) the Secretary shall,
as soon as he is satisfied that such carriers are ready, willing, and able to carry
out the functions of the association (as set forth in section 232) In accordance
with the requirements contained in such section, he shall declare the association
(as so provided for) to be established by such carriers.
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(b) The Secretary shall have the duty and the authority to make such rules
and regulations as may be necessary or desirable to insure that the association,
in carrying out its functions, complies with the requirements of section 232 and
fulfills the purposes of this title.
ADVISORY

COUNCIL

SEC. 235. (a) For the purpose of consulting with and advising the Secretary
with respect to the administration of title XVIII of the Social Security Act, for
the purpose of electing the executive committee of the association, and for
the purpose of advising and assisting the association, the executive committee,
and the. Secretary In carrying out their respective functions under this part,
there is hereby created an "Advisory Council on' Health Insurance for the
Aged" (hereinafter referred to as the "Advisory Council").
(b) The Advisory Council shall conduct a continuing study and investigation
of the programs of insurance provided for In this part and in title XVIII of the
Social Security Act with a view to assisting in the formulation and Implementation of national policy In the field of health care for the aged. The Council shall
from time to time make reports to the President (for transmittal by him to the
Congress) of its findings and recommendations resulting from such study and
investigation.
(c) In order to assist the Advisory Council in carrying out its duties the
Council is authorized to employ, In accordance with the civil service laws and
the Classification Act of 1949, as amended, such staff as may be necessary.
(d) The Advisory Council shall consist of twenty-four members who shall be
appointed by the President. Members of the Advisory Council shall be selected
by the President with a view to providing a broad representation, among the
membership of the Council, of the insurance industry, labor, business, medical
profession, consumers, and other interested elements of society. Not less than
four members of the Council shall be persons whom the insurance industry shall
have approved as having adequate insurance experience. The members of the
Advisory Council shall elect a member of the Advisory Council as Chairman
thereof.
(e) Each 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 only for the remainder of such term, and except that the terms of office of the members first
taking office shall expire, as designated by the President at the time of appointment, four at the end of the first year, four at the end of the second year, four
at the end of the third year, and four at the end of the fourth year. A member
shall not be eligible to serve continuously or more than two terms.
(f) Members of the Advisory Council, while attending meetings or conferences
of the Council or otherwise serving on business of the Council shall receive compensation at rates fixed by the Secretary, but not exceeding $100 per day, and
while so serving 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 section 5 of the Administrative Expenses Act of 1946 (5 U.S.C. 73b-2)
for persons in the Government service employed Intermittently. The Advisory
Council shall meet as frequently as it deems necessary, but not less often than
two times per year. Upon request of thirteen or more of Its members, it shall
be the duty of the Chairman to call a meeting of the Advisory Council.
EXEMPTION

SEC. 236. (a)

OF ASSOCIATION FROM CERTAIN LAWS

Tle association and each carrier which Is a member of the
association shall, with respect to so much of its business operations as is concerned exclusively with offering for sale, selling, and administering, the standard
policy or alternative policies (as described In section 232(c)), be considered to
be a charitable and benevolent institution, and as such, be exempt from(1) regulation by a State or political subdivision thereof,
(2) Federal or State Income taxation,
(3) All State taxes on such policies or premiums payable on account
thereof, and
(4) the provisions of the Act of July 2, 1890, as amended (known as the
Sherman Act); the Act of October 15, 1914, as amended (known as the
Clayton Act) ; and the Federal Trade Commission Act.
(b) Any operation of a carrier which is tile subject of an exemption provided
in subsection (a) shall be subject to the exclusive regulation of the Secretary.
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COMPLIANCE PROVISIONS

SEC. 237. (a) If, after reasonable opportunity for hearing extended to the
carrier concerned, it is determined by the Secretary that a carrier has failed to
comply with any requirement of this part, or with any regulation promulgated
pursuant to this part, the Secretary may declare either that the membership
of such carrier in the association is permanently terminated or that such membership is suspended until such time as the Secretary is satified that such carrier will no longer fail to comply with such requirement or such regulation.
(b) During any period that the membership of any carrier is inoperative by
reason of action taken by the Secretary pursuant to subsection (a), such carrier shall not be entitled to any exemption provided by section 236(a), and
shall not, for any purpose, represent itself as being a member of the association. Any carrier who, in offering for sale any health insurance policy, falsely
represents itself to be a member of the association shall be fined not more than

$10,000.

HEARINGS AND JUDICIAL REVIEW
SEC. 238. (a) Prior to promulgating any regulation, issuing any order, making any finding of fact, or taking any other action under this part which affects
the association or any member thereof, the Secretary shall hold an appropriate
hearing on the matter and provide adequate opportunity to representatives of
the association and to any interested member thereof to be present and present
testimony at such hearing.
(b) If the association, or any member thereof, is dissatisfied with any action
of the Secretary ont which a hearing is required to be held under subsetion (a),
the association, or such member, as the eaqe may be, may appeal to the United
States District Court for the District of Columbia by filing with such court
a notice of appeal. The jurisdiction of the court shall attach upon. the filing
of such notice. A copy of the notice of appeal shall be forthwith transmitted
by the clerk of the court to the Secretary, or any officer designated by him for
that purpose. The Secretary shall thereupon dIe in the court the record of
the proceedings on which he based his action. The action of the Secretary
shall be reviewed by the court (on the record) in accordance with the provisions of the Administrative Procedure Act."

[H1.R. 11805, 88th Cong., 2d sess.]
AMENDMENT NO. 1178
AMZENDMENTS Intended to be proposed by Mr. GORE for himself. Mr.
MCOARTHY, Mr. BARTLETT, Mr. CLARK, Mr. Doim, Mr. DouoLAs, Mr. HART, Mr.
Hu~iapyiRY, Mr. MCINTYRE, Mr. McNAMARA, Mr. MusiCIE, Mr. RANDOLPH, Mr.
RIBICOFF, and Mr. WILLIAMS of New Jersey) to H.R. 11865, an Act to increase
benefits under the Federal Old-Age, Survivors, and Disability Insurance System, to provide child's insurance benefits beyond age 18 while in school, to
provide widow's benefits at age 60 on a reduced basis, to provide benefits for
certain individuals not otherwise eligible at age 72, to improve the actuarial
status of the Trust Funds, to extend coverage, and for other purposes, viz:
On the first page of the bill, strike out lines 3 and 4, and insert in lieu thereof
the following:
TABLE I-SOCIAL SECURITY AMENDMENTS
SEC. 101. This title may be cited as the "Social Security Amendments of
1964".
On page 3, line 3, strike out "SEC. 2." and insert in lieu thereof "SEC. 102.".
On page 6, line 13, strike out "SEC. 3." and insert in lieu thereof "SEC. 103.".
On page 15, line 11, strike out "SEC. 4." and insert in lieu thereof "SEC. 104.".
On page 20, line 10, strike out "SEc. 5."and insert in lieu thereof "SEc. 105.".
On page 22, line 11, strike out "SEC. 6." and insert in lieu thereof "SEC. 100.".
On page 28, line 5, strike out "section 6" and insert in lieu thereof "section
106".
On page 28, line 16, strike out "SEC. 7." and insert in lieu thereof "SEC. 107.".
Ou page 29, line 2, strike out "SEC. 8." and insert in lieu thereof "SEc. 108.".
On page 31, line 18, strike out "SEC. 9." and Insert in lieu thereof "SEC. 109.".
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page 36, line 6, strike out "section 16" and insert in lieu thereof "section

page 37, line 8, strike out "SEC. 10," and insert in lieu thereof "SEc. 110.".
page 38, line 3, strike out "Sno. 11." and insert in lieu thereof "SEC. 111.".
page 39, line 12, strike out "SEC. 12." and insert in lieu thereof "SEC. 112.".
page 39, line 19, strike out "SEC. 13." and insert in lieu thereof "SEc. 113.".
page 39, line 24, strike out "SEC. 14." and insert in lieu thereof "SEc. 114.".
page 40, line 23, strike out "SEC. 15." and insert in lieu thereof "SEc. 115.".
16." and insert in lieu thereof "SEc. 116.".
outout
"SEc.
page
strike
"5.7 percent" and insert in lieu thereof "0.3
page 44,
44, line
line 8,17,strike
percent".
On page 44, line 21, strike out "6 percent" and insert in lieu thereof "6.6
percent".
On page 45, line 8, strike out "6.8 percent" and insert in lieu thereof "7.4
percent".
On page 45, line 7, strike out "7.2 percent" and insert in lieu thereof "7.8
percent".
On page 45, line 19, strike out "3.8 percent" and Insert In lieu thereof "4.2
percent".
On page 45, line 21, strike out "4 percent" and insert In lieu thereof "4.4
percent".
On page 46, line 3, strike out "4.5 percent" and iDsert in lieu thereof "4.9
percent".
On page 46, line 5, strike out "4.8 percent" and insert in lieu thereof "5.2
percent".
On page 46, line 17, strike out "3.8 percent" and insert in lieu thereof "4.2
percent".
On page 46, line 19, strike out "4 percent" and insert in lieu thereof "4.4
percent".
On page 48, line 21, strike out "4.5 percent" and insert In lieu thereof "4.9
percent".
On page 46, line 24, strike out "4.8 percent" and Insert in lieu thereof "5.2
percent".
At the end of the bill, add the following:
"TITLE I1-HEALTH CARE INSURANCE FOR THE AGED
"SEC. 201. This title may be cited as the "Hospital Insurance Act of 1964".
"PART A-HOSPITAL INSURANCE BENEFITS FOR THE AGED
"FINDINGS AND DECLARATION OF PURPOSE
"SEC. 201. (a) The Congress hereby finds that (1) the heavy costs of hospital
care and related health care are a grave threat to the security of aged
individuals, (2) most of them are not able to qualify for and to afford private
insurance adequately protecting them against such costs, (3) many of them
are accordingly forced to apply for private or public aid, accentuating the
financial difficulties of hospitals and private or public welfare agencies and
the burdens on the general revenues, and (4) it is in the interest of the general
welfare for financial burdens resulting from hospital services and related
services required by these individuals to be met primarily through social
insurance.
"(b) The purposes of this Act are (1) to provide aged Individuals entitled
to benefits under the old-age, survivors, and disability insurance system or the
railroad retirement system with basic protection against the costs of inpatient
hospital services, and to provide, in addition, as an alternative to inpatient
hospital care, protection against the costs of certain skilled nursing facility
services, home health services, and outpatient hospital diagnostic services; to
utilize social insurance for financing the protection so provided; to encourage,
and make it possible for, such individuals to purchase protection against other
health costs by providing in such basic social insurance protection a set of
benefits which can easily be supplemented by a State, private insurance, or other
methods; to assure adequate and prompt payment on behalf of these individuals
to the providers of these services; and to do these things in a manner consistent
with the dignity and self-respect of each individual, without interfering in any
way with the free choice of physicians or other health personnel or facilities
36-453-64-- 4
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by the individual, and without the exercise of any Federal supervision or control
over the practice of medicine by any doctor or over the uivi'.er in whi'1l medical
services are provided by any hospital; and (2) to provide such basic protection,
financed from general revenues, to those persons who are now age 65 or over
or who will reach age 65 within the next several years and who are not eligible
for benefits under the old-age, survivors, and disability insurance or railroad
retirement systems.
"(c) It Is hereby declared to be the policy of the Congress that skilled nursing
facility services for which payment may be made under this Aet shall be utilized
in lieu of inpatient hospital services where skilled nursing facility services would
suffice in meeting the medical needs of the patient, and that home health services
for which payment may be made under this Act shall be utilized in lieu of
inpatient hospital or skilled nursing facility services where home health services
would suffice.
"(d) It Is further declared to be the policy of the Congress that no individual
who receives aid or assistance (including medical or other type of remedial
care) under a State plan approved under I, IV, X, XIV, or XVI of the Social
Security Act shall receive less benefits or be otherwise disadvantaged by reason
of (he enactment of this Act.
"'AItnT A-1IoSPITAL INSURANCE BENEFITS FOR THE AoGED
"BENEFITS

*8i:c. 202. The Social Security Act Is amended by adding after title XVII the
following new title:
...
PLF, XVIII-II)SLPITAI, INSURANCE BENEFITS FOR THE AGED
"'PROIHIBTION

AGAINST ANY FEDERAL INTERFERENCE

'SEc. 1801. Nothng in this title shall be construed to authorize any Federal
officer or employee to exercise any suipervision or control over the practice of
iiedicime or the manner in which medical services are provided, or over the
selection, tenure, or compensation of any officer or employee of any hospital,
skilled nursing facility, or home health agency; or to exercise any supervision
or control oevr the administration or operation of any such hospital, facility, or
agency.
"'FREE CiOICE BY PATIENT GUARANTEED

" 'SEc. 1802. Any individual entitled to have payment made under this title for
services furnished him may obtain inpatient hospital services, skilled nursing
facility services, home health services, or outpatient hospital diagnostic services
from any provider of services with which an agreement is in effect under this
title and which undertakes to provide him such services.
' dDESCRIPTION OF SERVICES

"'SEC. 1803. For purposes of this title-"'Inpatient Hospital Services
"'(a) The term "Inpatient hospital services" means the following items and
services furnished to an inpatient in a hospital and (except as provided in
paragraph (3)) by the hospital"'(1) bed and board,
"'(2) such nursing services and other related services, such use of
hospital facilities, and such medical social services as are customarily
furnished by the hospital for the care and treatment of inpatients, and
such drugs, biologicals, supplies, appliances, and equipment, for use in the
hospital, as are customarily furnished by such hospital for the care and
treatment of inpatients, and
"'(3) such other diagnostic or therapeutic Items or services, furnished
by the hospital or by others under arrangements with them made by the
hospital, as are customarily furnished to inpatients either by such hospital
or by others under such arrangements;
excluding, however-
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"'(4) medical or surgical services provided by a physician, resident, or
intern, except services provided in the field of pathology, radiology, physiatry,
or anesthesiology, and except services provided in the hospital by an intern
or a resident-in-training under a teaching program approved by the Council
on Medical Education and Hospitals of the American Medical Association
(or, in the case of an osteopathic hospital, approved by a recognized body
approved for the purpose by the Secretary), and
"'(5) the services of a private-duty nurse.
"'Skilled Nursing Facility Services
"'(b) The term "skilled nursing facility services" means the following items
and services furnished to an inpatient in a skilled nursing facility, after transfer
from a hospital in which he was an inpatient, and (except as provided in paragraph (3) by such skilled nursing facility"'(1) nursing care provided by or under the supervision of a registered
professional nurse,
"'(2) bed and board in connection with the furnishing of such nursing
care,
"'(3) physical, occupational, or speech therapy furnished by the skilled
nursing facility or by others under arrangements with them made by the
facility,
"'(4) medical social services,
"'(5) such drugs., biologlcals, supplies, appliances, and equipment, furnished for use In the skilled nursing facility, as are customarily furnished
by such facility for the care and treatment of inpatients,
"'(6) medical services provided by an intern or resident-in-training of the
hospital, with which the facility is affiliated or under common control,
under a teaching program of such hospital approved as provided in subsection (a) (4), and
" '(7) such other services necessary to the health of the patients as are
generally provided by skilled nursing facilities;
excluding, however, any item or service if it would not be included under subsection (a) if furnished to an inpatient in a hospital.
"'Home Health Services
" '(c) The term"honme health services" means the following items and services
furnished to an Individual, who Is under the care of a physician, by a home
health agency or by others under arrangements with them made by such agency,
under a plan (for furnishing such items and services to such individual) established and periodically reviewed by a physician, which items and services are
provided in a place of residence used as such individual's home"'(1) part-time or intermittent nursing care provided by or under the
supervision of a registered professional nurse,
"'(2) physical, occupational, or speech therapy,
"'(3) medical social services.
"'(4) to the extent permitted in regulations, part-time or intermittent services of a home health aid,
"'(5) medical supplies (other than drugs and biologicals), and the use
of medical appliances, while under such a plan, and
"'(6) in the case of a home health agency which is affiliated or under
common control with a hospital, medical services provided by an intern or
resident-in-training of such hospital, under a teaching program of such hospital approved as provided in subsection (a) (4) ;
excluding, however, any item or service if it would not be included under subsection (a) if furnished to an inpatient in a hospital.

"'Outpatient Hospital Diagnostic Services
'(d) Time term "outpatient hospital diagnostic services" means diagnostic
services"'(1) which are furnished to an individual as an outpatient by a hospital
or by others under arrangements with them made by a hospital, and
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"'(2) which are customarily furnished by such hospital (or by others
under such arrangements) to Its outpatients for the purpose of diagnostic
study;
excluding, however" '(8) any item or service if it would not be included under subsection (a)
if furnished to an inpatient in a hospital; and
"'(4) any services furnished under such arrangements unless (A.) furnished in the hospital or in other facilities operated by or under the supervision of the hospital, and (B) in the case of professional services, furnished by or under the responsibility of members of the hospital medical
staff acting as such members.
"'Drugs and Biologicals
"'(e) The term "drugs" and the term "biologicals", except for purposes of
subsection (c) (5) of this section, include only such drugs and biologicals, respectively, as are included in the United States Pharmacopoeia, National Formulary,
Now and Non-Official Drugs, or Accepted Dental Remedies, or are approved by
the pharmacy and drug therapeutics committee (or equivalent committee) of the
medical staff of the hospital furnishing such drugs or biologicals (or of the
hospital with which the skilled nursing facility furnishing such drugs or biologicals is affiliated or is under common control).
"'Arrangements for Certain Services
"'(f) As used in this section, the term "arrangements" is limited to arrangements under which receipt of payment by the hospital, skilled nursing facility, or
home health agency (whether in its own right or as agent), as the case may be,
with respect to services for which an individual is entitled to have payment made
under this title, discharges the liability of such individual or any other person
to pay for the services.
"'DEDUOTn3LE; DURATION

OF SERVICES

"'Deductible
"'SEo. 1804. (a) (1) Except as provided in subsection (c), payment for inpatient hospital services furnished an individual during any benefit period shall
be reduced by a deduction equal to $20, or if greater, $10 multiplied by the number of days, not exceeding nine, for which he received such services in such
period.
"'(2) Payment for outpatient hospital diagnostic services furnished an individual during any thirty-day period shall be reduced by a deduction equal to
$20. For purposes of the preceding sentence,' a thirty-day period for any individual is a period of thirty consecutive days beginning with the first day (not
including in a previous such period) on which he is entitled to benefits under this
title and on which outpatient hospital diagonstic services are furnished him.
"'Duration of Services
"'(b) Payment under 'this title for services furnished any individual during
a benefit period may not be made for"'(1) inpatient hospital services furnished to him during such period
after such services have been furnished to him for 90 days during such
period, except as provided in subsection (c) ; or
"'(2) skilled nursing facility services furnished to him during such period
after such services have been furnished to him for 180 days during such
period.
For purposes of the preceding provisions of this subsection, inpatient hospital
services or skilled nursing facility services shall be counted only if payment is
or would, except for this subsection and except for the failure to comply with the
procedural and other requirements of or under section 1809(a) (1), be made
wvith respect to such services under this title. Payment under this title for home
health services furnished an individual during a calendar year may not be made
for any such services after such services have been furnished him during 2-10
visits in such year.
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"'Election as to Duration of Inpatient Hospital Services and Deductible
"'(c) (1) An individual may elect, instead of the number of days in a benefit
period for which payment may be made for inpatient hospital services furnished
to him specified in subsection (b) (1)M"'(A) to have such number of days for each benefit period increased to
180, and, in such case, the payment under this title for inpatient hospital
services furnished him during any benefit period shall, instead of being
reduced by the deduction specified in subsection (a) (1), be reduced by a
deduction equal to either (i) 2% times the average per diem rate for such
services, determined under paragraph (4), or (ii) if less, the charges customarily made for such services by the hospital which furnished them, or
"' (B) to have such number of days reduced to 45 for each benefit period
and, in such case, the reduction, provided in subsection (a) (1), in the payment under this title for inpatient hospital services furnished during any
benefit period shall not apply to him.
"'(2) An individual may make an election under paragraph (1) only on
such form or forms and in such manner as the Secretary may prescribe.
Any such election shall be valid only if made before the month preceding,
and after the fourth month preceding, the first month in which he both has
attained tile age of 65 and is eligible for the benefits referred to in section
1805(a) (2) ; except that if such first month occurs before January 1960,
such election shall be valid only if made after May 1965 and before December 1965. For purposes of the preceding sentence, (A) an individual shall
be regarded as eligible for benefits for a month if lie is or, upon filing application for such benefits in such month, would be entitled to such benefits,
and (B) an individual to whom section 204 of the Hospital Insurance Act
of 1984 applies shall be deemed eligible for the benefits referred to in such
section 1805(a) (2) for and after the month in which he attains the age of 65
"'(3) An individual shall be permitted only one election under this subsection and such election shall be Irrevocable.
"'(4) The Secretary shall, between July 1 and October 1 of the calendar
year 1967 and of each calendar year thereafter, promulgate the average per
diem rate for inpatient hospital services which shall be applicable in the
case o.f benefit periods beginning during the succeeding year. Such promulgation shall be based on the best information available to the Secretary (at
the time the determination is made) as to the amounts paid under this title
on account of impatient hospital services furnished, during the calendar year
preceding such determination, by hospitals, with which agreements under
section 1810 are in effect, to individuals who are entitled to have such
payments made with respect to such services; and the amount so determined
shall be rounded to the nearest $1, or, if it is a multiple of $0.50 but not of $1,
to the next higher $1. For benefit periods beginning prior to the calendar
year 1968, such average per diem rate shall be $37.
"'Benefit Period
"'(d) For the purposes of this section, a "benefit period" with respect to any
individual means a period of consecutive days"'(1) beginning with the first day (not included in a previous benefit
period) (A) on which such individual is furnished inpatient hospital services
or skilled nursing facility services and (B) which occurs in a month for
which he is entitled to insurance benefits under this title, and
"'(2) ending with the ninetieth day thereafter on each of which he Is
neither an inpatient in a hospital nor an inpatient in a skilled nursing
facility (whether or not such .90days are consecutive), but only if such 90
days occur within a period of not more than 180 consecutive days.
"'ENTITLEMENT TO BENEFITS

"'SEo. 1805. (a) Every individual who"'(1) has attained the age of 65, and
"'(2) is entitled to monthly insurance benefits under section 202,
shall be entitled to insurance benefits under this title for each month for which
he is entitled to such benefits under section 202, beginning with the first month
after December 1965 with respect to which he meets tile conditions specified in
paragraphs (1) and (2).
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"'(b) For the purposes of this section"'(1) entitlement of an individual to insurance benefits under this title
for a month shall consist of entitlement to have payment made under, and
subject to the limitations in, this title on his behalf for inpatient hospital
services, skilled nursing facility services, home health services, and outpatient hospital diagnostic services furnished him in the United States during
such month; and
"'(2) an individual shall be deemed entitled to monthly insurance benefits under section 202 for the month in which he died if lie would have been
entitled to such benefits for such month had lie died in the next month.
"'(c) Notwithstanding the preceding provisions of this section, no payments
may be made under this title for inpatient hospital services, outpatient hospital
diagnostic services, or home health services furnished an individual prior to
January 1, 1966, or for skilled nursing facility services furnished him prior to
July 1, 1966.
DEFINITIONSS OF PROVIDERS OF SERVICES

"'SEc. 1806. For purposes of this title" 'Hospital
"'(a) The term "hospital" (except for purposes of section 1804(d) (2), section 1809(f), paragraph (6) of this subsection, and so much of section 1803(b)
as precedes paragraph (1) thereof) means an institution which" '(1) is primarily engaged in providing, by or under the supervision of
physicians or surgeons, to inpatients (A) diagnostic services and therapeutic services for medical diagnosis, treatment, and care of injured, disabled, or sick persons, or (B) rehabilitation facilities and services for the
rehabilitation of injured, disabled, or sick persons.
"'(2) maintains clinical records on all patients,
"'(3) has bylaws in effect with respect to its staff of physicians,
"'(4) continuously provides twenty-four-hour nursing service rendered
or supervised by a registered professional nurse,
" '(5) has in effect a hospital utilization review plan which meets the
requirements of subsection (e),
"'(6) in the case of an institution in any State in which State or applicable local law provides for the licensing of hospitals, (A) is licensed pursuant to such law or (B) is approved, by the agency of such State responsible for licensing hospitals, as meeting the standards established for
such licensing, and
" '(7) meets such other of the requirements prescribed for the accreditation of hospitals by the Joint Commission on the Accreditation of Hospitals.
as the Secretary finds necessary in the interest of the health and safety of
individuals who are furnished services by or in the institution.
For purposes of section 1804(d)(2), such term includes any institution which
meets the requirements of paragraph (1) of this subsection. For purposes of
section 1809(f) (including determination of whether an individual received
inpatient hospital services for purposes of such section 1809(f), and so
much of section 1803(b) as precedes paragraph (1) thereof, such term includes
any Institution which meets the requirements of paragraphs (1), (2), (4), and
(6) of this subsection. Notwithstanding the preceding provisions of this subsection, such term shall not, except for purposes of section 1804(d) (2), include
any institution which is primarily for the care and treatment of tuberculosis
or mentally ill patients.
"'Skilled Nursing Facility
"'(b) The term "skilled nursing facility" means (except for purposes of
section 1804(d) (2) ) an institution (or a distinct part of an institution) which
is affiliated or under common control with a hospital having an agreement in
effect under section 1810 and which" '(1) is primarily engaged in providing to inpatients (A) skilled nursing care and related services for patients who require planned medical or
nursing care or (B) rehabilitation services,
"'(2) has policies, which are established by a group of professional
personnel (associated with the facility), including 1 or more physicians
and 1 or more registered professional nurses, to govern the skilled nursing
care and related medical or other services it provides and which include
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a requirement that every patient must be under the care of a physician,
"'(3) has a physician, a registered professional nurse, or a medical
staff responsible for the execution of such policies,
" '(4 maintains clinical records on all patients.
" '(5) continuously provides twenty-four-hour nursing service rendered
or supervised by a registered professional nurse,
"'(6) operates under a utilization review plan, which has been made
applicable to it under subsection (g), of the hospital with which it is
affiliated or under common control,
"'(7) in the case of an institution in any State in which State or
applicable local law provides for the licensing of institutions of this nature, (A) is licensed pursuant to such law, or (B) is approved, by the
agency of such State responsible for licensing institutions of this nature,
as meeting standards established for such licensing; and
"'(8) meets such other conditions of participation under this section
as the Secretary may find necessary in the interest of the health and
safety of individuals who are furnished services by or in such institutions;
except that such term shall not (other than for purposes of section 1804(d)
(2)) include any institution which is primarily for the care and treatment of
tuberculosis or mentally ill patients. For purposes of section 1804(d) (2),
such term includes any institution which meets the requirements of paragraph
(1) of this subsection.
" 'Home Health Agugcy
"'(c) The term "home health agency" means an agency which"'(1) is a public agency, or a private nonprofit organization exempt
from Federal income taxation under section 501 of the Internal Revenue
Code of 1954,
"'(2) Is primarily engaged in providing skilled nursing services or other
therapeutic services,
" '(3) has policies, established by a group of professional personnel
(associated with the agency), including 1 or more physicians and 1 or
more registered professional nurses, to govern the service (referred to in
paragraph (2)) which it provides,
"' (4) maintains clinical records on all patients,
"'(5) In the case of an agency in any State in which State or local law
provides for the licensing of agencies of this nature, (A) is licensed pursuant to such law, or (B) is approved, by the agency of such State responsible for licensing agencies of this nature, as meeting standards established
for such licensing, and
"'(6) meets such other conditions of participation as the Secretary may
find necessary in the interest of the health and safety of individuals who
are furnished services by such agency;
except that such term shall not include any agency which is primarily for
the care and treatment of tuberculosis or mentally ill patients.
" 'Physician
"'(d) The term "physician", when used in connection with the performance
of any function or action, means an individual (including a physician within
the meaning of section 1101(a) (7)) legally authorized to practice surgery or
medicine by the State in which he performs such function or action.
"'Utilization

Review

1''(e) A utilization review plan of a hospital shall be deemed sufficient if it
is applicable to services furnished by the institution to individuals entitled to
benefits under this title and if it provides"'(1) for the review, on a sample or other basis, of admissions to the
institution, the duration of stays therein, and the professional services
furnished, (A) with respect to the medical necessity of the services, and
(B) for the purpose of promoting the most efficient use of available health
facilities and services;
"'(2) for such review to be made by either (A) a hospital staff committee composed of 2 or more physicians, with or without participation of
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other professional personnel, or (B) a group -outside the hospital which
is similarly composed;
"'(3) for such review, In each case in which Inpatient hospital services
are furnished to such individuals during a continuous period, as of the
twenty-first day, and as of such subsequent days as may be specified in regulations, with such review to be made as promptly after such twenty-first or
subsequent specified day as possible, and in no event later than 1 week following such day;
"'(4) for prompt notification to the institution, the individual, and his
attending physician of any finding (after opportunity for consultation to
such attending physician) by the physician members of such committee or
group that any further stay therein Is not medically necessary.
The provisions of clause (A) of paragraph (2) shall not apply to any hospital
where, because of the small siz6 of the institution or for such other reason or
reasons as may be included in regulations, it is impracticable for the institution
to have a properly functioning staff committee for the purposes of this subsection.
"'Provider of Services
"'(f) The term "provider of services" means a hospital, skilled nursing facility, or home health agency.
"'Skilled Nursing Facilities Affiliated or Under Common Control With Hospitals
"'(g) A hospital and a skilled nursing facility shall be deemed to be affiliated
or under common control if, by reason of a written agreement between them or
by reason of a written undertaking by a person or body which controls both of
them, there is reasonable assurance that"'(1) the facility will be operated under standards which are developed
jointly by, or are agreed to by, the two institutions, with respect to"'(A) skilled nursing and related health services (other than physicians' services),
" '(B) a system of clinical records, and
"'(C) appropriate methods and procedures for the dispensing and
administering of drugs and biologicals;
",'(2)
timely transfer of patients will be effected between the hospital and
the, skilled nursing facility whenever such transfer is medically appropriate,
and provision is made for the transfer or the joint use (to the extent practicable) of clinical records of the two institutions; and
"'(3) the utilization review plan of the hospital will be extended to include review of admissions to, duration of stays in, and the professional
services furnished in the skilled nursing facility and including review of
such individual cases (and at such intervals) as may be specified in this
title or in regulations thereunder, and with notice to the facility, the Individual, and his attending physician in case of a finding (after opportunity
for consultation to such attending physician) that further skilled nursing
facility services are not medically necessary.
"States and United States
"'(h) The term "State" and "United States" shall have the same meaning as
when used in title II.
"'(i) The Secretary shall, as soon as practicable after December 31, 1965,
study the best ways of increasing the availability of skilled nursing facility care
for beneficiaries under this title under conditions assuring good quality of care;
and, on the basis of such study and after consultation with associations of nursing homes, the American Hospital Association, the Joint Commission on Accreditation of Hospitals, and other appropriate professional organizations, he may
determine that additional nursing facilities In which such conditions assuring
good qualty of care exist constitute skilled nursing facilities under subsection
(b) if they meet the requirements of such subsection (other than the requirement of affiliation and other than the requirement that a hospital utilization
review plan be made applicable) and if the Secretary finds that such action will
not create (or increase) any actuarial imbalance in the Federal Hospital Insurance Trust Fund. The Secretary shall report to the Congress from time to
time, and in any event by July 1, 1967, the results of the study under this subsection and any action taken as a result thereof.
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" 'USE OF STATE AGENCIES AND OTHER ORGANIZATIONS TO DEVELOP CONDITIONS OF

PARTICIPATION FOR PROVIDERS OF SERVICE
"'SEo. 1807. In carrying out his functions, relating to determination of conditions of participation by providers of services, under section 1806(a) (7), section
1806(b) (8), or section 1806(c) (6), the Secretary shall consult with the Hospital
Insurance Bauefits Advisory Council established by section 1812, appropriate
State agencies, and recognized national listing or accrediting bodies. Such conditions prescribed under any of such sections may be varied for different areas
or different classes of institutions or agencies and may, at the request of a State,
provide (subject to the limitation provided in section 1806(a) (7)) higher requirements for such State than for other States.
" 'USE OF STATE AGENCIES AND OTHER ORGANIZATIONS TO DETERMINE COMPLIANCE BY
PROVIDERS OF SERVICES WITH CONDITIONS OF PARTICIPATION

"'SFo. 1808. (a) The Secretary may, pursuant to agreement, utilize the services
of State health agencies or other appropriate State agencies for the purposes of (1) determining whether an institution is a hospital or skilled nursing
facility, or whether an agency is a home health agency, or (2) providing consultative services to institutions or agencies to assist them (A) to qualify as
hospitals, skilled nursing facilities, or home health agencies, (B) to establish
and maintain fiscal records necessary for purposes of this title, and (0) to
provide information which may be necessary to permit determination under
this title as to whether payments are due and the amounts thereof. To the
extent that the Secretary finds it appropriate, an institution or agency which
such a State agency certifies Is a hospital, skilled nursing facility, or home health
agency may be treated as such by the Secretary. The Secretary shall pay any
such State agency, in advance or by way of reimbursement, as may be provided
in the agreement with it (and may make adjustments in such payments on account
of overpayments or underpayments previously made), for the reasonable cost of
performing the functions specified in the first sentence of this subsection, and for
the fair share of the costs attributable to the planning and other efforts directed
toward coordination of activities in carrying out its agreement and other activities
related to the provision of services similar to those for which payment may be
made under this title, or related to the facilities and personnel required for the
provision of such services, or related to improving the quality of such services.
"'(b) (1) An institution shall be deemed to meet the conditions of participation
under section 1806(a) (except paragraph (5) thereof) if such Institution is accredited as a hospital by the Joint Commission on the Accreditation of Hospitals.
If such Commission, as a condition for accreditation of a hospital, hereafter requires a utilization review plan or imposes another requirement which serves
substantially the same purpose, the Secretary Is authorized to find that all institutions so accredited by the Commission comply also with section 1806(a) (5).
"'(2) If the Secretary finds that accreditation of an institution by a national
accreditation body, other than the Joint Commission on the Accreditation of
Hospitals, provides reasonable assurance that any or all of the conditions of section 1806 (a), (b), or (c), as the case may be, are met, he may, to the extent
he deems it appropriate, treat such institution as meeting the condition or conditions with respect to which he made such finding.
"'CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR SERVICES

"'Requirement of Requests and Certifications
"'SEo. 1809. (a) Except as provided In subsection (f), payment for services
furnished an individual may be made only to eligible providers of services and
only if"'(1) written request, signed by such individual except in cases in which
the Secretary finds it impractical for the individual to do so, is filed for such
payment in such form, in such manner, within such time, and by such person or persons as the Secretary may by regulation prescribe;
"'(2) a physician certifies (and recertifies, where such services are furnished over a period of time, In such cases and with such frequency, appropriate to the case involved, as may be provided in regulations) that-
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"'(A) in the case of inpatient hospital services, such services are or
were required for such individual's medical treatment, or such services
are or were required for inpatient diagnostic study;
"'(B) in the case of outpatient hospital diagnostic services, such
services are or were required for diagnostic study;
"'(C) in the case of skilled nursing facility services, such services
are or were required because the individual needed skilled nursing care
on a continuing basis for any of the conditions with respect to which he
was receiving inpatient hospital services prior to transfer to the skilled
nursing facility or for a condition requiring such care which arose after
such transfer and while he was still in the facility for treatment of the
condition or conditions for which he was receiving such inpatient
hospital services;
"'(D) in the case of home health services, such services are or were
required because the individual needed skilled nursing care on an
intermittent basis or because he needed physical or speech therapy; a
plan for furnishing such services to such individual has been established
and is periodically reviewed by a physician; and such services are or
were furnished while the individual was under the care of a physician:
"'(3) with respect to inpatient hospital services or skilled nursing
facility services furnished such individual after the twenty-first day of a
continuous period of such services, there was not in effect, at the time of admission of such individual to the hospital, a decision under section 1810(e)
(based on a finding that timely utilization review of long-stay cases is not
being made in such hospital or facility) ;
"'(4) with respect to inpatient hospital services or skilled nursing facility
services furnished such individual during a continuous period, a finding has
not been made (by the physician members of the committee or group) pursuant to the system of utilization review that further inpatient hospital services or further skilled nursing facility services, as the case may be, are not
medically necessary; except that, if such a finding has been made, payment
may be made for such services furnished in such period before the fourth
day after the day on which the hospital or skilled nursing facility, as the case
may be, received notice of such finding.
" 'Determination of Costs of Services
"'(b) The amount paid to any provider of services with respect to services
for which payment may be made under this title shall be the reasonable cost of
such services, as determined in accordance with regulations establishing the
method or methods to be used in determining such costs for various types or
classes of institutions, services, and agencies. In prescribing such regulations,
the Secretary shall consider, among other things, the principles generally applied
by national organizations (which have developed such principles) in computing
the amount of payment, to he made by persons other than the recipients of
services, to providers of services on account of services furnished to such
recipients by such providers. Such regulations may provide for payment on a
per diem, per unit, per capita, or other basis, may provide for using different
methods in different circumstances, and may provide for the use of estimates of
costs of particular items or services.
"'Amount of Payment for More Expensive Services
'(c) (1) In case the bed and board furnished as part of inpatient hospital
services or skilled nursing facility services is in accommodations more expensive
than two-, three-, or four-bed accommodations and the use of such more expensive accommodations rather than such two-, three-, or four-bed accommodations
was not at the request of the patient, payment with respect to such services may
not exceed an amount equal to the reasonable cost of such services if furnished
in such two-, three-, or four-bed accommodations unless the more expensive
accommodations were required for medical reasons.
"'(2) Where a provider of services with which an agreement under this title
is in effect furnishes to an indlvdual, at his request, items or services which are
in excess of or more expensive than the items or services with respect to which
payment may be made under this title, the Secretary shall pay to such provider
of services only the equivalent of the reasonable cost of the items or services
with respect to which payment under this title may be made.
"
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"'Amount of Payment Where Less Expensive Services Furnished
"'(d) In case the bed and board furnished as part of inpatient hospital
services or skilled nursing facility services in accommodations other than, but
not more expensive than, two-, three-, or four-bed accommodations and the use
of such other accommodations rather than two-, three-, or four-bed accommodations was neither at the request of the patient nor for a reason which the Secretary determines is consistent with the purposes of this title, the amount of the
payment with respect to such services under this title shall be the reasonable
cost of such services minus the difference between the charge customarily made
by the hospital or skilled nursing facility for such services in two-, three-, or
four-bed accommodations and the charge customarily made by it for such services
in the accommodations furnished.
"'No Payments to Federal Providers of Services
"'(e) No payment may be made under this title (except under subsection (f)
of this section) to any Federal provider of services, except a provider of services
which the Secretary determines, in accordance with regulations, is providing
services to the public generally as a community institution or agency; and no
such payment may be made to any provider of services for any item or service
which such provider Is obligated by a law of, or a contract with, the United States
to render at public expense.
"'Paymeats for Emergency Inpatient Hospital Services
"'(f) Payments shall also be made to any hospital for Inpatient hospital
services or outpatient hospital diagnostic services furnished, by the hospital or
under arrangements (as defined in section 1803(f)) with it, to an individual
entitled to health insurance benefits under this title even though such hospital
does not have an agreement in effect under this title if (A) such services were
emergency services and (B) the Secretary would be required to make such payment if the hospital had such an agreement in effect and otherwise wet the
conditions of payment hereunder. Such payment shall be made only in amounts
determined as provided in subsection (b) and then only if such hospital agrees to
comply, with respect to the emergency services provided, with the provisions of
section 1810 (a).
"'Payment for Services Prior to Notification of Noneligibilty
"'(g) Notwithstanding that an individual is not entitled to have payment made
under this title for inpatient hospital services, skilled nursing facility services,
home health services, or outpatient hospital diagnostic services furnished by any
provider of services, payment shall be made to such provider of services (unless
such provider elects not to receive such payment or, if payment has already been
made, refunds such payment within the time specified by the Secretary) for such
services which are furnished to the individual prior to notification from the
Secretary of his lack of entitlement if such payments are not otherwise precluded
under this title and if such provider complies with the rules established hereunder with respect to such payments, has acted In good faith and without knowledge of such lack of entitlement, and has acted reasonably in assuming entitlement existed.
"'AGREEMENTS WITH PROVIDERS OF SERVICES

Any provider of services shall be eligible for payments under this title if it files with the Secretary an agreement not to charge any
individual or any other person for items or services for which such individual
is entitled to have payment made under this title (or for which lie would be
so entitled if such provider had complied with the procedural and other requirements under or pursuant to this title or for which such provider is paid pursuant
to the provisions of section 1809(g)), and to make adequate provision for return (or other disposition, in accordance with regulations) of any moneys incorrectly collected from such individual or other person, except that such provider of services may charge such individual or other person the amount of any
deduction imposed pursuant to subsection (a) or (c) of section 1804 with respect to such services (not in excess of the amount customarily charged for such
services by such provider) and, where the provider of services has furnished,
at the request of such individual, items or services which are in excess of or more
"'SEC. 1810. (a)
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expensive than the items or services with respect to which payment may be made
under this title, such provider may also charge such individual or other person
for such more expensive items or services but not more than the difference between the amount customarily charged by it for the items or services furnished
at such request and the amount customarily charged by it for the items or services with respect to which payment may be made under this title.
"'(b) An agreement with the Secretary under this section may be terminated"'(1) by the provider of services at such time and upon such notice to
the Secretary and the public as may be provided in regulations, except that
the time such agreement is thereby required by the Secretary to continue in
effect after such notice may not exceed 6 months after such notice, or
'"'(2) by the Secretary at such time and upon such notice to the provider
of services and the public as may be specified in regulations, but only after
the Secretary has determined, and has given such provider notification
thereof, (A) that such provider of services is not complying substantially
with the provisions of such agreement, or with the provisions of this title
and regulations thereunder, or (B) that such provider no longer substantially meets the applicable provisions of section 1806, or ' (0) that such
provider of services has failed to provide such information as the Secretary
finds necessary to determine whether payments are or were due under this
title and the amounts thereof, or has refused to permit such examination
of its fiscal and other records by or on behalf of the Secretary as may be
necessary to verify such information.
Any termination shall be applicable"'(3) in the case of inpatient hospital services or skilled nursing facility
services, with respect to such services furnished to any individual who is
admitted to the hospital or skilled nursing facility furnishing such services
on or after the effective date of such termination,
" '(4) (A) with respect to home health services furnished to an individual
under a plan therefor established on or after the effective date of such
termination, or (B) If such plan is established before such effective date,
with respect to such services furnished to such individual after the calendar
year in which such termination is effective, and
1"'(5) with respect to outpatient hospital diagnostic services furnished
on or after the effective date of such termination.
"'(c) Nothing In this title shall preclude any provider of services or any
group or groups of such providers from being represented by an individual,
association, or organization authorized by such provider or providers of services
to act on their behalf in negotiating with respect to their participation under
this title and the terms, methods, and amounts of payments for services to be
provided thereunder.
"'(d) Where an agreement filed under this title by a provider of services has
been terminated by the Secretary, such provider may not file another agreement
under this title unless the Secretary finds that the reason for the termination
has been removed and there is reasonable assurance that it will not recur.
"'(e) If the Secretary finds that timely review In accordance with section
1806(e) of long-stay cases in a hospital or skilled nursing facility is not being
made with reasonable regularity, he may, in lieu of terminating his agreement
with such hospital or facility, decide that, with respect to any individual admitted
to such hospital or skilled nursing facility after a date specified by him. no
payment shall be made for inpatient hospital services or skilled nursing facility
services after the twenty-first day of a continuous period of such services. Such
decision may be made only after such notice to the hospital, or (in the case
of a skilled nursing facility) to the hospital and the facility, and to the public
as may be prescribed by regulations, and its effectiveness shall be rescinded
when the Secretary finds that the reason therefor has been removed and there
is reasonable assurance that it will not recur.
"'PAYMENT

TO PROVIDEfRS OF SERVICES

"'SEo. 1811. The Secretary shall periodically determine the amount which
should be paid to each provider of service under this title with respect to the
services furnished by it, and the provider shall be paid, at such time or times as
the Secretary believes appropriate and prior to audit or settlement by the General
Accounting Office, from the Federal Hospital Insurance Trust Fund the amounts
so determined; except that such amounts may be reduced or increased, as the
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case may be, by any sum by which the Secretary finds that the amount paid to
such provider of services for any prior period was greater or less than the amount
which should have been paid to it for such period.
"'HOSPITAL INSURANCE BENEFITS ADVISORY

COUNCIL

"'SEC. 1812. For the purpose of advising the Secretary on matters of general

policy. in the administration of this title and in the formulation of regulations
under this title, there is hereby created a Hospital Insurance Benefits Advisory
Council which shall consist of 14 persons, not otherwise in the employ of the
United States, appointed by the Secretary without regard to the civil service
laws. The Secretary shall from time to time appoint one of the members to
serve as Chairman. Not less than 4 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 4 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 except that the terms of office of the members first taking
shall expire, as designated by the Secretary at the time of appointment, 3 at
the end of the first year, 4 at the end of the second year, 3 at the end of the
third year, and 4 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
2 terms. The Secretary may, at the request of the Council, appoint such special
advisory or 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 attending meetings or conferences thereof or otherwise serving on business of the Advisory Council or of such a committee or
committees, shall be entitled to receive compensation at rates fixed by the
Secretary, but not exceeding $100 per day, and while so serving 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 section 5 of the Administrative Expenses Act of 1946 (5 U.S.C. 73b-2) for persons in the Government service employed intermittently. The Advisory Council shall meet as
frequently as the Secretary deems necessary. Upon request of 4 or more members, it shall be the duty of the Secretary to call a meeting of the Advisory
Council.
"'REVIEW OF DETERMINATIONS

"'SEC. 1813. Any individual dissatisfied with any determination made by the
Secretary that he is not entitled to insurance benefits under this title or that
he is not entitled to have payment made under this title with respect to any
class of services furnished him, shall be entitled to a hearing thereon by the
Secretary to the same extent as is provided in section 205(b) with respect to
decisions of the Secretary, and to judicial review of the Secretary's final decision after such hearing as Is provided in section 205 (g).
"'OVERPAYMENTS TO INDIVIDUALS

"'SEC. 1814. (a) Any payment under this title to any provider of services
with respect to inpatient hospital services, skilled nursing facility services,
home health services, or outpatient hospital diagnostic services, furnished any
Individual shall be regarded as a payment to such Individual.
"'(b) Where"'(1) more than the correct amount Is paid under this title to a provider
of services for services furnished an individual and the Secretary determines that, within such period as he may specify, the excess over the correct amount cannot be recouped from such provider of services, or
" '(2) any payment has been made under section 1809(g) to a provider
of services for services furnished an individual,
proper adjustments shall be made, under regulations prescribed by the Secretary,
by decreasing subsequent payments-"'(3) to which such individual is entitled under title II, or
"'(4) if such individual dies before such adjustment has been completed,
to which any other individual is entitled under title II with respect to the
wages and sef-employment income which were the basis of benefits of such
deceased individual under such title.
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"'(c) There shall be no adjustment as provided in subsection (b) (nor shall
there be recovery) in any case where the incorrect payment has been made
(including payments under section 1809(g)) for services furnished to an individual who is without fault and where such adjustment (or recovery) would
defeat the purposes of title II or would be against equity and good conscience.
"'(d) No certifying or disbursing officer shall be held liable for any amount
certified or paid by him to any provider of services where the adjustment or
recovery of such amount is waived under subsection (c) or where adjustment
under subsection (b) is not completed prior to the death of all persons against
whose benefits such adjustment is authorized.
"'USE

OF PRIVATE ORGANIZATIONS TO FACILITATE PAYMENT TO PROVIDERS OF SERVICE

" 'SEc. 1815. (a) The Secretary is authorized to enter into an agreement with
any organization, which has been designated by any group of providers of
services, or by an association of such providers on behalf of its members, to receive payments under section 1811 on behalf of such providers, providing for
the determination by such organization (subject to such review by the Secretary
as may be provided for the agreement) of the amount of payments required
pursuant to this title to be made to such providers, and for making such payments. The Secretary shall not enter into an agreement with any organization
under this section unless he finds it consistent with effective and efficient
administration of this title.
"'(b) To the extent that the Secretary finds that performance of any of the
following functions by an organization with which he has entered into an agreement under subsection (a) will be advantageous and will promote the efficient
administration of this title, he may also include in the agreement provision that
the organization shall (with respect to providers of services which are to receive
payments through the organization)" '(1) serve as a center for, and communicate to providers, any information or instructions furnished to it by the Secretary, and serve as a channel
of communication from providers to the Secretary;
"'(2) make such audits of the records of providers as may be necessary
to insure that proper payments are made under this title;
"'(3) assist in the application of safeguards against unnecessary utilization of services furnished by providers to individuals entitled to have payment made under this title with respect to services furnished them;
" '(4) perform such other duties as are necessary to carry out the functions specified in subsection (a) and this subsection.
"'(c) An agreement with any organization under this section may contain
such terms and conditions as the Secretary finds necessary or appropriate, and
may provide for advances of funds to the organization for the making of payments by it under subsection (a) and shall provide for payment of the reasonable cost of administration of the organization as determined by the Secretary
to be necessary and proper for carrying out the functions covered by the
agreement.
" '(d) If the designation of an organization as provided in this section is
made by an association of providers of services, it shall not be binding on members of the association which notify the Secretary of their election to that effect.
Any provider may, upon such notice as may be specified In the agreement with
an organization, withdraw his designation to receive payments through such
organization and any provider who has not designated an organization may elect
to receive payments from an organization which has entered into agreement with
the Secretary under this section, if the Secretary and the organization agree to it.
"'(e) An agreement with the Secretary under this section may be terminated"'(1) by the organization entering into such agreement at such time and
upon such notice to the Secretary, to the public, and to the providers as may
be provided in regulations, or
" '(2) by the Secretary at such time and upon such notice to the organization, and to the providers which have designated it for purposes of this
section, as may be provided in regulations, but only if lie finds, after reasonable notice and opportunity for hearing to the organization, that (A) the
organization has failed substantially to carry out the agreement, or (B) the
continuation of some or all of the functions provided for in the agreement
with the organization is disadvantageous or is inconsistent with efficient
administration of this title.
"'(f) An agreement with an organization under this section may require any
of its officers or employees certifying payments or disbursing funds pursuant

SOCIAL SECURITY; MEDICAL CARE FOR AGED
to the agreement, or otherwise participating in carrying out the agreement, to
give surety bond to the United States in such amount as the Secretary may deem
appropriate, and may provide for the payment of the charges for such bond from
the Federal Hospital Insurance Trust Fund.
"'(g) (1) No individual designated 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) of this subsection.
"'OPTION TO INDIVIDUALS TO OBTAIN SUPPLEMENTARY PRIVATE HEALTII INSURANCE
PROTECTION

"'SEC. 1816. (a) Nothing contained in this title shall be construed to preclude
any State from providing, or any individual from purchasing or otherwise securing, protection against the cost of health or medical care services In addition
to those for which payment may be made under this title.
"'(b) The Secretary shall consult with providers of hospital or other medical
care services, and with insurance companies and other similar organizations
providing protection against the costs of any of such services, and representatives of such providers, Insurance companies, or other similar organizations, and
with appropriate State and other public or private agencies or organizations
to the end that they are encouraged and assisted in developing and providing
protection, which supplements that provided under this title, against the costs
of health or other medical care services for which payments may not be made
under this title.
" 'REGULATIONS

"'SEc. 1817. When used in this title, the term "regulations" means, unless the

context otherwise requires, regulations prescribed by the Secretary.
"APPLICATION

OF CERTAIN PROVISIONS OF TITLE II

"'SEc. 1818. The provisions of sections 206, 208, and 216(j), and of subsections
(a), (d), (e), (f), and (h) of section 205 shall also apply with respect to this title
to the same extent as they are applicable with respect to title II.
"'DESIGNATION OF ORGANIZATION

On PUBLICATION BY NAME

"'SEC. 1819. Designation in this title, by name, of any nongovernmental organization or publication shall not be affected by change of name of such organization or publication, and shall apply to any successor organization or publication which the Secretary finds serves the purpose for which such designation
is made.'
"FEDERAL HOSPITAL INSURANCE TRUST FUND

"SEC. 203. (a)

Section 201 of the Social Security Act is amended by redesignating subsections (c), (d), (e), (f), (g), and (h) as subsections (d), (e),
(f), (g), (h), and (I), respectively, and by adding after subsection (b) the
following new subsection:
"'(c) There Is hereby created on the books of the Treasury of the United
States a trust fund to be known as the "Federal Hospital Insurance Trust
Fund". The Federal Hospital 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 Hospital Insurance
Trust Fund for the fiscal year ending June 30, 1966, and for each fiscal year
thereafter, out of any moneys In the Treasury not otherwise appropriated,
amounts equivalent to 100 per centum of" '(1) 0.68 of 1 per centum of the wages (as defined in section 3121 of the
Internal Revenue Code of 1954) paid after December 31, 1965, 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 oR tie basis of the records
of wages established and maintained by such Secretary In accordance with
such reports; and
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"'(2) 0.51 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, 1965, 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.'
"(b) (1) The heading of section 201 of the Social Security Act is amended to
read: 'FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, FEDERAL DISABILITY
INSURANCE TRUST FUND, AND FEDERAL HOSPITAL INSURANCE TRUST FUND'.

"(2) Subsection (a) of section 201 of such Act is amended by inserting 'and
the amounts specified in clause (1) of subsection (c) of this section' immediately
before the semicolon in clause (3) thereof, by inserting 'and the amount specified
in clause (2) of subsection (c) of this section' immediately before the period in
clause (4) thereof, and by striking out the last sentence and inserting in lieu
thereof: 'The amounts appropriated 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 Hospital Insurance Trnst 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 adjustment 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.'
"(c) The first sentence of the subsection of such section 201 herein redesignated as subsection (d) is amended by striking out 'and the Federal Disability
Insurance Trust Fund' and inserting in lieu thereof ', the Federal Disability
Insurance Trust Funia, and the Federal Hospital Insurance Trust Fund'.
"(d) Paragraph (1) of the subsection of such section 201 herein redesignated as subsection (h) is amended by striking out 'titles II and VIII' and 'this
title' wherever they appear and inserting in lieu thereof 'this title XVIII'.
"(e) The last sentence of paragraph (2) of such subsection is amended by
striking out 'and clause (1) of subsection (b)' and inserting in lieu thereof
',clause (1) of subsection (b), and clause (1) of subsection (c)'.
"(f) The subsection of such section herein redesignated as subsection (i)
is amended by adding at the end thereof the following new sentence: 'Payments
required to be made under title XVIII shall be made only from the Federal
Hospital Insurance Trust Fund.'
"(g) Section 218(h) (1) of such Act is amended by striking out 'and (b) (1)'
and inserting in lieu thereof ', (b) (1), and (c) (1)'.
"(h) Section 221(e) of such Act is amended"(A) by striking out 'Trust Funds' wherever that appears and inserting
in lieu thereof 'Trust Funds (except the Federal Hospital Insurance Trust
Fund)'; ,
"(B) by striking out 'subsection (g) of section 201) and inserting in lieu
thereof 'subsection (h) of section 201'; and
"(C) by inserting 'under this title' before the period at the end thereof.
"(i) Section 1106(b) 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 Hospital Insurance Trust
Fund'.
"TRANSITIONAL PROVISION FOR ELIGIBILITY FOR PRESENTLY
UNINSURED INDIVIDUALS
"SEC. 204. (a) Anyone who-"(1) has attained the age of 65,
"(2) (A) attained such age before 1968, or (B) has not less than 3
quarters of coverage (as defined in title II of the Social Security Act or
section 5(1) of the Railroad Retirement Act of 1937), whenever acquired,
for each calendar year elapsing after 1965 and before the year in which he
attained such age,
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"(3) is not, and upon filing application therefor would not be, entitled to
monthly insurance benefits under section 202 of the Social Security Act and
does not meet the requirements set forth in subparagraph (B) of section
21 (b) of the Railroad Retirement Act of 1937, and
"(4) has filed an application under this section at such time, in such
manner, and in accordance with such other requirements as may be prescribed in regulations of the Secretary,
shall (subject to the limitations in this section) be deemed, solely for purposes
of section 1805 of the Social Seclurity Act, to be entitled to monthly insurance
benefits under such section 202 for each month, beginning with the first month
in which he meets the requirements of this subsection and ending with the
month In which he dies or, if earlier, the month before the month in which he
becomes entitled to monthly insurance benefits under such section 202 or meets
the requirements set forth In subparagraph (B) of section 21(b) of the Railroad Retirement Act of 1937.
"(b) The provisions of subsection (a) shall apply only In the case of an
individual who"(1) is a resident of the United States (as defined in section 210 of
the Social Security Act), and
"(2) is a citizen of the United States or has resided in the United
States (as so defined) continuously for not less than 10 years.
"(c) The provisions of subsection (a) shall not apply to any indiv'ldual who"(1) is a member of any organization referred to In section 210(a)
(17) of the Social Security Act,
"(2) has been convicted of any offense listed in section 202(u) of the
Social Security Act,
"(3) is an employee of the United States, or
"(4) is eligible for the benefits of the Federal Employees Health Benefits Act of 1959 or the Retired Federal Employees Health Benefits Act.
"(d) There are authorized to be appropriated to the Federal Hospital Insurance Trust Fund (established by section 201 of the Social Security Act) from
tine to time such sums as the Secretary deems necessary, on account of"(a) payments made from such Trust Fund under title XVIII of such
Act with respect to individuals who are entitled to insurance benefits under
such title solely by reason of this section,
"(b) the additional administrative expenses resulting thereform, and
"(c) any loss In interest to such Trust Fund resulting from the paynient of such amounts,
In order to place such Trust Fund In the same position in which it would
have been if subsections (a) and (b) of this section had not been enacted.
"TECHNICAL AMENDMENTS

"Suspension in Case of Aliens
"SEc. 205. (a) Subsection (t) of section 202 of such Act is amended by
adding at the end thereof the following new paragraph:
"'(9) No payments shall be made under title XVIII with respect to
services furnished to an individual in any month for which the prohibition In paragraph (1) against payment of benefits to him is applicable
(or would be if lie were entitled to any such benefits).'
"Persons Convicted of Subversive Activities
"(b) Subsection (u) of such section is amended by striking out 'and' before
the phrase 'in determining the amount of any such benefit payable to such
individual for any such month,' and inserting after such phrase 'and In deterilning whether such individual is entitled to insurance benefits under title
XVIII for any such month,'.
"Advisory Council on Social Security Financing
"(c) (1) Subsection (a) of section 116 of the Social Security Amendments of
1956 Is amended by striking out 'and the Federal Disability Insurance Trust
Fund' and inserting in lieu thereof ', of the Federal Disability Insurance Trust
Fund, and of the Federal Hospital Insurance Trust Fund'. Such subsection is
further amended by inserting before the period at the end thereof 'and the
hisurance benefits program under title XVIII of the Social Security Act'.
36-453-64--5
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"(2) Subsection (d) of such section 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 Hospital Insurance
Trust Fund'.
"(3) Subsection (f) of such section Is amended by striking out ', the ade.
quacy of benefits under the program, and all other aspects of the program'
and inserting in lieu thereof 'and the insurance benefits program und'r
title XVIII of the Social Security Act, the adequacy of benefits under the
programs, and all other aspects of the programs'.
"TECHNICAL AMENDMENT TO INTERNAL REVENUE CODE

"SEC. 206. Section 3121(1) (6) of the Internal Revenue Code of 1954 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
Hospital Insurance Trust Fund,'. The amendment made by this section shall
be effective January 1, 1966.
"PART B-RAILROAD RETIREMENT AMENDMENTS
"HOSPITAL INSURANCE BENEFITS FOR THE AGED UNDER THE RAILROAD RETIREMENT
ACT

"SEC. 210. (a) The Railroad Retirement Act of 1937 is amended by adding
after section 20 of such Act the following new section:
"'Hospital Insurance Benefits for the Aged
" 'SEC. 21. (a) For the purposes of this section, and subject to the conditions
hereinafter provided, the Board shall have the sanie authority to determine
the rights of individuals described in subsection (b) of this section to have payInents made on their behalf for insurance benefits consisting of inpatient hospital 'services, skilled nursing facility services, home health services, and outpatient hospital diagnostic services within the meaning of title XVIII of the
Social Security Act as the Secretary of Health, Education, and Welfare has
under such title XVIII with respect to individuals to whom such title applies.
The rights of individuals described in subsection (b) of this section to have
payment made on their behalf for the services referred to in the next preceding
sentence shall be the same as those of individuals to whom title XVIII of the
Board
Social Security Act applies and this section shall be administered by tile
as if the provisions of such title XVIII were applicable, references to the Secretary of Health, Education, and Welfare were to the Board, references to the
Federal Hospital Insurance Trust Fund were to the Railroad Retirement Account,
references to the United States or a State included Canada or a subdivision
thereof, and the provisions of sections 1807 and 1812 of such title XVIII were
not included in such title. For purposes of section 11, a determination with
respect to the rights of an individual under this section shall, except in the
case of a provider of services, be considered to be a decision with respect to anl
annuity.
'(b) Except as otherwise provided in this section, every individual who"'(A) has attained age sixty-five, and
"'(B)(i) is entitled to an annuity, or (ii) would be entitled to an annuity had he ceased compensated service and, in the case of a spouse, had
such spouse's husband or wife ceased compensated service, or (iii) had
been awarded a pension under section 61,or (iv) bears a relationship to an
employee which, by reason of section 3(e), has been, or would be, takenl
into account in calculating the amount of an annuity of such employee
or his survivor.
shall be entitled to have payment made for the services referred to in subsection
(a), and in accordance with the provisions of such subsection. The payments for
services herein provided for shall be made from the Railroad Retirement Account (in accordance with, and subject to, the conditions applicable under section 10(b) In making payment of other benefits) to the hospital, skilled nursing
facility, or home health agency, providing such services, including such services
provided in Canada to individuals to whom this subsection applies but only to
the extent that the amount of payments for services otherwise hereunder provided for an Individual exceeds the amount payable for like services provided
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pursuant to the law In effect in the place in Canada where such services are
furnished.
"'(c) No individual shall be entitled to have payment made for the same
services, which are provided for in this section, under both this section and
title XVIII of the Social Security Act, and no individual shall be entitled to
have payment made under both this section and such title XVIII for more than
the number of days of inpatient hospital services determined as provided in
section 1804 of such Act or more than 180 days of skilled nursing facilities
services during any benefit period, or more than two hundred and forty visits
in any calendar year in which home health services are furnished. In any case
in which an individual would, but for the preceding sentence, be entitled to
have payment for such services made under both this section and such title
XVIII, payment for such services to which such individual is entitled shall be
nmde In accordance with the procedures established pursuant to the next
succeeding sentence, upon certification by the Board or by the Secretary of
Health, Education, and Welfare. It shall be the duty of the Board and such
Secretary with respect to such cases jointly to establish procedures designed
to minimize duplications of requests for payment for services, of elections for
purposes of determining the number of days of inpatient hospital services for
which payment may be made, and of determinations and to assign administrative functions between them so as to promote the greatest facility, efficiency, and
consistency of administration of this section and title XVIII of the Social
Security Act; and, subject to the provisions of this subsection to assure that
the rights of individuals under this section or title XVIII of the Social Security
Act shall not be impaired or diminished by reason of the administration of this
section and title XVIII of the Social Security Act. The procedures so established may be included in regulations issued by the Board and by the Secretary
of Health, Education, and Welfare to implement this section and such title
XVIII, respectively.
"'(d) Any agreement entered into by the Secretary of Health, Education,
and Welfare pursuant to title XVIII of the Social Security Act shall be entered
into on behalf of both such Secretary and the Board. The preceding sentence
shall not be construed to limit the authority of the Board to enter on its own
behalf into any such agreement relating to services provided in Canada or In
any facility devoted "omimarllyto railroad employees.
"'(e) (1) A request for payment for services filed under this section shall be
deemed to be a request for payment for services filed as of the same time
under title XVIII of the Social Security Act, and a request for payment for
services filed under such title shall be deemed to be a request for payment for
services filed as of the same time under this section.
"'(2) An election filed under this section for purposes of determining the
number of days of inpatient hospital services for which payment may be made,
as provided in section 1804(c) of the Social Security Act, shall be deemed
an election filed as of the same time under section 1804(c) of such Act, and
such an election flied under such section 1804(c) shall be deemed to have been
filed at the same time under this section.
"'(f) The Board and the Secretary of Health, Education, and Welfare shall
furnish each other with such information, records, and documents as may be
considered necessary to the administration of this section or title XVIII of
the Social Security Act.'
"Amendment Preserving Relationship Between Railroad Retirement and OldAge, Survivors, Disability, and Hospital Insurance Systems
"(b) Section (1) (q) of such Act is amended by striking out '1961' and insertIng in lieu thereof '1964'.
"Financial Interchange Between Railroad Retirement Account and Federal
Hospital Insurance Trust Fund
"(c)
"(A)
graphs
"(B)

(1) Section 5(k) (2) of such Act Is amendedby striking out subparagraphs (A) and (B) and redesignating subpara(C), (D), and (E) as subparagraphs (A), (B), and (C), respectively;
by striking out the second sentence and the last sentence of the subpara-
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graph redesignated as subparagraph (A) by subparagraph (A) of this paragraph;
"(C) by adding, at the end of the subparagraph redesignated as subparagraph
(A) by subparagraph (A) of this paragraph the following new subdivision:
"'(iii) At the close of the fiscal year ending June 30, 1966, and each
fiscal year thereafter, the Board and the Secretary of Health, Education, and Welfare shall determine the amount, if any, which, if added
to or subtracted from the Federal Hospital Insurance Trust Fund, would
place such fund in the same position in which it would have been if
service as an employee after December 31, 1936, had been Included In the
term "employment" as defined in the Social Security Act and in the
Federal Employment Contributions Act. Such determination shall be
made not later than June 15 following the close of the fiscal year. If
such amount is to be added to the Federal Hospital Insurance Trust
Fund the Board shall, within ten days after the determination, certify
such amount to the Secretary of the Treasury for transfer from the
Retirement Account to the Federal Hospital Insurance Trust Fund; if
such amount is to be substracted from the Federal Hospital Insurance
Trust Fund the Secretary of Health, Education, and Welfare shall,
within ten days after the determination, certify such amount to the
Secretary of the Treasury for transfer from the Federal Hospital Insurance Trust Fund to the Retirement Account. The amount sb certified shall further include interest (at the rate determined unde subparagraph (B) for the fiscal year under consideration) payable from
the close of such fiscal year until the date of certification.';
"(D) by striking out 'subparagraph (B) and (C)' where it appears in the
subparagraph redesignated as subparagraph (B) by subparagraph (A) of
this paragraph and inserting in lieu thereof 'subparagraph (A)'; anl
"(E) by amending the subparagraph redesignated as subparagraph (C)
by subparagraph (A) of this paragraph to read as follows:
"'(C) The Secretary of the Treasury is authorized and directed to transfer to the Federal Old-Age and Survivors Insurance Trust Fund, the Federal Disability Insurance Trust Fund, or the Federal Hospital Insurance
Trust Fund from the Retirement Account or to the Retirement Account
from the Federal Old-Age and Survivors Insurance Trust Fund, the Federal Disability Insurance Trust Fund, as the case may be, such amounts as,
from time to time, may be determined by the Board and the Secretary of
Health, Education, and Welfare pursuant to the provisions of subparagraph
(A), and certified by the Board or the Secretary of Health, Education, and
Welfare for transfer from the Retirement Account or from the Federal OldAge and Survivors Insurance Trust Fund, the Federal Disability Insurance
Trust Fund, or the Federal Hospital Insurance TrIust Fund.'
"(2) Tho amendments made by paragraph (1) of this subsection shall be
effective January 1. 1966. Such amendments and the amendments made by
section 202(a) shall not be construed to increase or diminish the sums to be
transferred, under the provisions of section 5(k) (2) of the Railroad Retirement Act before their amendment by paragraph (1) of this subsection, between
the railroad Retirement Account and the Federal Old-Age and Survivors Insurance Trust Fund or the Federal Disability Insurance Trust Fund.
"PART C-MISCELLANEOUS PROVISIONS
"STUDIES AND RECOMMENDATIONS

"Szc. 220. The Secretary of Health, Education, and Welfare shall carry on
studies and develop recommendations to be submitted from time to time to the
Congress relating to (1) the adequacy of existing facilities for health care for
purposes of the program established by this Act; (2) methods for encouraging
the further development of efficient and economical forms of health care which
are a constructive alternative to inpatient hospital care; (3) the feasibility of
providing additional types of health insurance benefits within the financial
resources provided by this Act; and (4) the effects of the deductibles upon beneficiaries, hospitals, and the financing of the program."
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,Amenament 1178, Introduced by Senator Gore
(Similar to S. 880)
GENERAL DESCRIPTIoN

Under social security (old-age and survivors insurance) and
railroad retirement
administrative mechanisms,
pital, nursing home, home health, and outpatient provides (1) hosdiagnostic services
to persons 65 or over eligible to receive (or receiving)
social security
or railroad retirement benefits financed by
an increase in taxes
for workers and employers under these systems;
(2) similar benefits
out of Federal general revenue for certain
uninsured individuals
65 or over.

To

H.R.

11805

Amendment 1163, Introduced by Senator Javits
(As modified by Senator Jarits during hearings)

Contains similar provisions, under the Social Security
and Railroad Retirement Acts, with major differences
Provides that no person shall be entitled noted below.
to health insurance
benefits unless he signs a certificate irrevocably
electing such
benefits and agrees to take a 5 percent reduction in cash
benefits.
In addition, provides for a program of complementary
health
benefits for the aged, providing medical, surgical, and
related services through the establishment of a national association
of private
insurance carriers to make available to aged
persons a nonprofit,
tax-exempt standard health insurance policy at
reasonable cost.

I. BENEFITS FURNISHED UNDER SOCIAL
SECURITY AND RAILROAD RETIREMENT

Scope of Benefits
Benefits would consist of payments to health facilities and organizations for services rendered to eligible
Same as the Gore amendment with the following
individuals. Such paychanges:
ments may be made for the following kinds
of services:
(1) Inpatient hospital care for 90 days per
subject to deductible of $10 per day for the benefit period'
(1) Inpatient hospital care may be furnished only for 45
not less than $20; or, upon election, 45 days first 9 days, but
days per benefit period," with no deductible. No provision
per
period
with
no deductible, or, upon election, 180 days
election o 90 of 180 days of hospital care with deductibles. for
of the lesser of (a) 22/, times the average with a deductible
such services throughout the Nation under per diem rate for
the program (until
1967 the bill sets the per diem rate at $37,
thus the deductible
initially will be $92.50) or (b) charges customarily
made for
such services by the hospital which furnished
may be only one election under this provision them. There
and it is irrevocable. The election must be made the
month preceding
the month in which the individual has both
attained age 65 and
is eligible for benefits.
2A period of consecutive
beginning with the 1st
an individual is
furnished with hospital or days
nursing home services and day
ending after he
been out of the hospital or nursing home
for 90 days. The 90 days need has
be consecutive but must occur within a period
not
of not more than 180 consecutive days.

as the definition
thatSame
the period
after of benefit period in the Gore
except
nursing home forends
45 days. , an individual has been out amendment
of the hospital
or

Amendment 1178, Introduced by Senator Gore
(Similar to S. 880)--Continued

Amendment 1163, Introduced by Senator JavitR
(A8 modified by Senator Javits during hearing)-Con.

Scope of Benefit8-Continued
(2) Skilled nursing facility services up to 180 days in a
benefit period after transfer from a hospital
in an
which is affiliated or under common control with a institution
hospital;8

(3) Home health services up to 240 visits a year;
(4) Outpatient diagnostic services-no durational limit
but
subject to a $20 deductible per 30-day period.

(2) Skilled nursing facility services up to 180 days in a
benefit period provided (a) in an ir stitution which is affiliated
or under common control with a h ,spital, or (b) in an institution which need not be affiliateW. or under common control
with a hospital in case of services provided after transfer
from a hospital;8
(3) Home health services up to 240 visits a year furnished
by a home health agency which is affiliated or under common
control with a hospital;
(4) Outpatient diagnostic services are not provided.

Eligibility for Benefit8
(1) All persons whoSame.
(a) are age 65 or over; and
(b) are eligible to receive (or receiving) social security
or
railroad retirement benefits.
(2) All persons not insured under social security
or railroad
retirement who either(a) have reached age 65 before 1967; or
(b) have reached age 65 after 1966 if
have 3 quarters
of coverage for each year elapsing after they
1964 and before the
year they reach age 65.
Excluded from (2) would be nonresidents or resident
aliens with
less than 10 years in the United States, members of certain
Same.
sive organizations, persons convicted of certain subversive subvercrimes,
employees of the Federal Government, and persons
eligible for
benefits under the Federal employee or retired Federal
employee
health plans.

rtir-n-zvilt

, ,., t
-- s.
iel/gible.s there

2,--i.t

r,-

,o.-ii

would be
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arid rulrolz,S
tax
on emj-

an
Increase In tlve
I)lOyers uad employees and the self-employed,
as follows:

SeItIne.

Contributionrate

Year

Contributionrate

Employer and employee, each

Self-employed

Present H.R. 11865 Amendlaw
ment 1178

Present H.R. 11865 AmendJaw
mert 1178

195 ---------1965-67 -------1963--70 -------1971 -----------

3.625
4.125
4.625
4.625

3.8
4.0
4.5
4.8

4.2
4.4
4.9
5.2

5.4
6.2
6.9
6.9

5.7
6.0
6.8
7.2

Employer and employee, each

6.3
6.6
7.4
7.8

There will be an increase in the maximum taxable earnings under
social security from $4,800 to $5,400, effective January 1, 1965. A
separate trust fund for the hospital insurance program would be
established.
(2) For ineligibles under social security and railroad retirement
there would be an authorization of appropriation out of general
revenues.

Year

Present H.R. 11865
law

196.5
-----------1966-67--------1968-70 .....---1971-----------

3.625
4.125
4.625
4.625

3.8
4.0
4.5
4.8

Amend-

meat 1163
4.08
4.28
4.78
5.08

Self-employed
Present H.R. 11865
law

5.4
6.2
6.9
6.9

5.7
6.0
6.8
7.2

Amend-

meat 1163
6.12
6.14
7.22
7.62

Same.

Same.

II. COMPLEMENTARY PRIVATE HEALTH INSURANCE FOR THE AGED

No provision.

On the basis of a study, the Secretary of Health, Education, and Welfare
may authorize the participation of facilities which, though not affiliated with
hospitals. operate under conditions assuring the provision of adequate care,
providing this action will not create (or increase) an actuarial Imbalance In
the trust funds.

Authorizes the establishment of an association of insurance
carriers ("National Association of Carriers To Provide Health
Insurance for Individuals Aged 65 or Over") whose principal function is to devise and offer for sale through its members a "standard
policy" of health insurance for eligible aged persons.
The standard policy mu8t provide the following benefits(1) Payment of part or all of most charges for physician's
services performed in the office or elsewhere;
(2) Payment, in accordance with a fee schedule, for part
or all costs of surgery performed in or out of a hospital;
(3) Payment of at least the first $15 of consultation fee of
a medical or surgical specialist;
(4) Payment, in accordance with a fee schedule, for part
or all charges for diagnostic care, and laboratory and X-ray
services.

Amendment 1178, Introduced
by Senator Gore
(Similar to S. 8 8 0)--Continued

Amendment 116 , Introduced
Senator Javits
(As modified by Senator Javits duringby
hearings)-Continued
Financing-Continued
II. COMPLEMENTARY PRIVATE HEALTH INSURANCE
FOR 'THE AGED-continued

No provision.

The benefits that may be provided under the the
standard policy
or other policies authorized under the bill include
they are not covered by the social security hospital(to the extent
benefits program) the following(1) Physicians', surgeons', dentists', and related
services;
(2) Diagnostic care and laboratory and X-ray
(3) Prescribed drugs, eyeglasses, dentures, and services;
prosthetic
devices;
(4) Private duty nursing;
(5) Home health care;
(6) Inpatient
hospital services;
(7)
Skilled nursing
services.
Member carriers would home
be allowed to offer for sale, in place of
the standard policy, one or more "alternative" policies
minimum approved standards requiring such policies which meet
to fulfill the
same purpose and represent the same dollar value
as the standard
policy.
All premiums paid for standard and alternative
policies would
go into a "reserve fund" and all benefits
and reasonable expenses of
administering such policies would be paid from
this fund.
Member carriers could also offer for sale supplementary
health
insurance policies to aged individuals
at prices which allow for
fair profits.
Under the rules of the association member
allowed to form regional divisions to confine carriers would be
their activities to
a particular geographic area. Each division would
regional reserve fund which would serve the same have its own
purpose and be
subject to the same requirements as the national
The association and each of its members would,reserve fund.
with respect to
the sale of standard or alternative policies, be exempt
from(1) Regulation by a State or political subdivision;
(2) Federal or State income taxation;
(3) State taxes on policies or premiums;
(4) The provisions of the Sherman
the Clayton Act
and the Federal Trade Conmmission Act. Act,
Operations exempted
lbove \vould be ., Ibi t I o . , .
,;.1, ....
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The CHAIRMTAN. The first witness is the Secretary of Health, Education, and Welfare, Mr. Celebrezze.
Will you proceed, sir.
STATEMENT OF HON. ANTHONY 3. CELEBREZZE, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY
WILBUR J. COHLN, ASSISTANT SECRETARY; ROBERT M[. BALL,
COMMISSIONER OF SOCIAL SECURITY; ROBERT 3. MYERS, CHIEF
ACTUARY, SOCIAL SECURITY ADMINISTRATION; AND CHARLES
E. HAWKINS, LEGISLATIVE REFERENCE OFFICER, WELFARE
ADMINISTRATION

Secretary

CELEBREZZE.

Mr. Chairman and distinguished members of

the committee, H.R. 11865, the Social Security Amendments of 1964
as passed by the House of Representatives, provides for certain
changes in the benefits, coverage, and financing of the old-age, survivors, and disability insurance provisions of the social security program. Iplan to summarize those provisions briefly and to submit for
the record a more detailed statement on certain technical aspects of
the bill.
In addition, I shall point out that H.R. 11865 is seriously lacking in
the area of highest priority need. It fails completely to offer those
past 65 an avenue through which they can afford and obtain adequate
basic health insurance protection. It thus fails to come to grips with
the gravest threat to financial security and peace of mind in ol age.
What is needed to provide security in old age, in sickness as well
as in health, is a three-pronged attack on the problem:
First and most urgent, hospital insurance for the aged should be
provided under the social security program so that older people would
be assured of being able to meet this major item of expensive health
care in a way consistent with dignity and self-respect.
Second, with a substantial portion of their health needs provided
for under social security, a high proportion of the aged will be able
to supplement their social security protection through the purchase of
private insurance covering physicians' services and other major medical-care costs.
Third, the provision of hospital insurance under social security will
make better medical assistance programs possible under the kerr.
Mills program for those who do not have their medical needs met otherwise. This is true because the fiscal burden imposed on the States to
provide medical care for the aged will be greatly reduced by hospital
insurance under social security. Hospital insurance through social
security would reduce the cost of current medical assistance payments
for the aged by 40 percent.
This is the same three-pronged approach which has worked so
successfully in the provision of retirement income in the United States:
a contributory social insurance system covering just about everyone,
with some 34,000 private plans and private savings and insurance
building on this social security and, finally, underlying the whole
effort, the last-resort program of old-age assistance for those whose
needs are not met in other ways.
Before going further into a discussion of hospital insurance, I
should like first to summarize the provisions of the bill.
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THE BENEFIT INCREASE

The bill would provide for a 5-percent increase in the benefits pay
able to the people now on the benefit rolls and to those who will coin
on the rolls in the future, and would increase from $4,800 to $5,40(
the amount of annual earnings that is counted for benefits and sul
ject to contribution for the support of the program (the so-calle(;
earnings base). The long-range cost of the proposal is 0.42 percen
of covered payroll.
For retired workers now on the benefit rolls who started to receiv
benefits at or after age 65, monthly payments would range from $4i,
to $133.40. The increases for retired workers will range from $1.6(
(for a worker at the minimum benefit level who comes on the rolls at
age 62 when the new rates become effective) to $6.40 (for a workeat the $400 average monthly earnings level who Js over 65). For
wife, the increase will range from 80 cents per month at the comparable minimum level to $3.20 at the maximum. Where the sole
survivor beneficiary is an aged widow, the increase for her wouk(
range from $2 to $5.30.
The $5,400 earnings base, which would go into effect in 1965, wouh
increase benefits for those with earnings over $4,800 who retire in the
future, and would ultimately result in a maximum benefit for the
worker of $143.40, rather than the maximum benefit today or $127
as under present law.
The maximum on total benefits payable to a family would also, of
course, be higher than under existing law. The maximum family
benefit amounts would range from $63 at the lowest average monthly
earnings level to $300 at the maximum average monthly earnings
level-as against a range of $60 to $254 under present law.
The, benefit increase provided in the bill would be effective for the
second month following the month of enactment. The earnings base
increase would be effective January 1, 1965.
SPECIAL TRANSITIONAL BENEFITS FOR PEOPLE NOW AT ADVANCED AGES

This special provision would grant benefits to certain people now in
their seventies or older for a minimum of 3 quarters of coverage instead of a minimum of 6 quarters of coverage as in present law.
Primary beneficiaries would receive $35 a month, the widows would
receive the same amount and wives would receive $17.50. It is estimated that 400,000 people who have had some work covered by the
program, or whose husbands have had such work, would be added to
the rolls by this provision. The long-range cost of this proposal
would be 0.01 percent of payroll.
BENEFITS FOR WIDOWS AT AGE 6 0

The bill includes a provision to make widow's benefits available at
age 60, with the benefits of those widows who start receiving them
before age 62 reduced to take account of the longer period over which
they would be paid. An estimated 180,000 widows aged 60 or 61 on
the effective date of the bill are expected to claim benefits during the
first year of operation. Because the benefit amounts would be aciuarially reduced, payment of the widow's benefits before age 62 wouid
not increase the ongrun cost of the program.
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BENEFITS FOR CHILDREN AT17ENDING SCHOOL AIM-ER ATTAINING AGE 18

Under the bill benefits would be payable to a child up through age
21 if he is attending school, rather than stopping at age 18 as under
present law. Mother's benefits in such cases would not be payable.
This new provision provides for the payment of benefits to children
through their attendance at high school, and for some or all of the
period when they are going to college. Al estimated 275,000 children
aged 18 to 21 on the effective date of this provision are expected to
claim benefits during the first year of operation. The proposal has a
longrun cost of 0.10 percent of covered payroll.
TiIE COVERAGE PROVISIONS OF THE BILL

There are four changes that Would be made by the coverage provisions of tle bill that have more than.technical significance. The bill
would provide social security credits for tips received by employees in
the course of their work. It would bring self-employed doctors of
medicine under social security on the same basis as otier self-employed
people. The bill would ma e coverage available on a permissive basis
to policemen and firemen under retirement systems in all States. It
would also ihake a change in the provision in the law which permits
farmers with low net earnings to report either actual net earnings or
two-thirds of their first 1,800 of gross income. The House bill would
raise the $1,800 figure to 2,400.
FINANCING

The changes made by the bill w6uld be financed by increasing the
maximum earnings base from $4,800 to $5,400, beginning January 1,
1965, and by a revised tax schedule. The last increase in the earnings
base, to $4,800, was enacted in 1958 and was Bfftctive starting with
1959. If a $4,800 earnings base had been in effect in 1958, about 55
percent of regularly employed men would have had all their earnings
taxed and credited toward benefits.
In comparison, if a $5,400 earnings base were effective this year
about 48 percent of regularly employed men would have had ail of
their earnings taxed and credited toward benefits. Thus, the increase
to $5,400 is a rather conservative adjustment to the economic changes
that hiive taken place since the last time the Congress made a change
in this figure.
In addition to making higher benefits possible for people at average
and above average earnings levels, an increase in the earnings base
results in a decrease in the cost of the program expressed as a percentage of covered payrolls. Raising the earnings base results in a net
saving to the program because the law provides benefits that are a
higher percentage of earnings at lower earnings levels than at the
higher levels, but the income is determined by a flat percentage tax.
The proposed increase in the earnings base would produce a net income
equivalent to 0.25 percent of taxable payroll. Similarly, an incidental
effect of the extensions of coverage in the bill is to produce a net income
of 0.03 percent of payroll.
The income from the higher earnings base and coverage extensions
is not enough to finance the full cost of the higher benefits andl other

06

SOCIAL SECURITY; MEDICAL CARE FOR AGED

improvements made by the House bill. The remainder of the cost
would be met by a revised tax schedule. Under this schedule the contribution rates would increase more slowly and gradually than under
present law, so that excessive accumulations of funds in the next several years, with possible depressing effects on the economy, would be
avoided.
Under existing law, the tax rate for employers and employees would
be increased one-half of 1 percent, from 3% to 41/8 in 1966 and again
in 1968, when the ultimate rate of 4% percent would become effective.
Under the schedule in the bill the rate in 1965 would be 3.8 percent
instead of 3%, in 1966 it would be 4 percent instead of 41/8 and the
rates would remain below those scheduled in present law until 1971.
In 1971 the employee-employer rate would be 4.8 percent; that is, 0.175
percent higher than the 4%-percent ultimate rate under present law.
Corresponding changes would be made in the tax rate for the selfemployed so that it would continue to be 11/ times the rate paid by
employees.
The bill would allocate to the disability insurance trust fund 0.15
percent of taxable wages and 0.1125 percent of taxable self-employment income more than is now allocated to it under existing law. This
would bring the total allocation to the disability insurance trust fund
to 0.65 percent of -taxable wages and 0.4875 percent of taxable selfemployment income for years beginning after 1964, and would bring
this fund into almost exact actuarial balance (an imbalance of only
0.01 percent of taxable payroll) as contrasted with the present imbalance of 0.14 percent of taxable payroll.
An increase in the allocation to the disability insurance trust fund
was included in the bill because disability insurance termination rates
due to death and recovery have been lower than previously anticipated,
with the result that the costs of the disability insurance part of the
program have, since the addition of dependents' benefits and the elimination of the age 50 restriction, been somewhat higher than expected. This change in the allocation as between the two trust funds
will not affect the actuarial balance of the whole program. It will,
however, provide a more reasonable division of income between the oldage and survivors insurance trust fund and the disability insurance
trust fund.
The present social security program is in close actuarial balance.
The estimated imbalance of 0.24 percent of taxable payroll, 2.6 percent relative to the cost of the program, is well within any reasonable
margin of safety, taking into account the longrun nature of the program and the nature of the long-range assumptions on which estimates
are based. The changes made by the bill would reduce the small longrange imbalance still further to 0.19 percent-that is, 0.18 percent for
the old-age and survivors insurance part of the program and 0.01
percent for the disability insurance part-this figure is to be compared with the imbalance of 0.30 percent that was considered acceptable by the trustees and the Congress when the 1961 amendments (the
most recent amendments that had a cost effect) were enacted.
Taken separately, the disability insurance part of the system-as
a result of the reallocation of contribution income made by the billis in almost exact actuarial balance, while the old-age and survivors'
insurance part is within 2 percent relative to its total cost.
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THE JOB LEFT UNDONE UNDER THE HOUSE BILL

As I indicated earlier, H.R. 11865 fails completely in providing
for the highest priority need: hospital insurance protection under
social security.
The reasons the administration favors hospital insurance for older
people under social security and the supporting evidence for our position have been documented in detail-most recently before the House
Committee on Ways and Means and the Subcommittee on the Health
of the Elderly, a subcommittee of the Senate Special Committee on
Aging. Testimony on this subject was also presented to this committee in 1960. The recently completed Social Security Administration survey of the aged verifies our previous conclusions, and I am
attaching a statement of findings from this survey.
The problem is: People after 65 have need of much more medical
care than people at younger ages.
Senator LONG. Might I just interrupt you there and say I do not
see the attachment to which you make reference here, Mr. Secretary.
Secretary CELEBREZZE. Here it is, Senator.
(The material referred to was made a part of the files.)
Secretary CELEBREZZE. People after 65 have need of much more
medical care than people at younger ages. They use, for example,
three times as many hospitals days on the average. Yet the incomes
that the aged have available to pay for this much larger amount of
care ire, on the average, only about one-half as large as the incomes
of younger people. It is for this reason that any approach, such as
most private insurance, that seeks to finance the high health costs of
older people entirely out of their retirement income cannot do the
job for the great majority of people over 65. Reasonably adequate
health insurance for an aged couple (health insurance covering the
cost of, say, one-half of their total medical bills) costs from over $400
to $550 a year when it is available. This represents one-sixth or more
of the income of the average older couple and they just cannot afford it.
1XVhat is needed, and what the President has proposed, is a system
under which workers will pay contributions during their 1)rodllctive
years toward protection against the high health costs than can be expected to beset them in later years. Social security-and only social
security-offers a ready-built, pay-while-working arrangement that
can make hospital insurance in old age available to practically
everybody.
With a social security hospital insurance program for the elderly
in effect, private insurance would play an even more important role
in protecting older persons than it does today. Having contributed
toward their basic hospital insurance when they were working, older
people would be in a position to take premiums many now pay for
inadequate protection against hospital costs and apply them to insurance that would cover other health costs, such as physicians' care.
Thus they would have, through a combination of public and private
)lans, a level of protection that only a very few of the aged can now
afford.
While almost all of the aged will be able to stand on their own
feet, as they strongly desire, when social security basic hospital insurance protection is made available, medical assistance for the aged
and other public assistance programs would be available to serve as
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a )ackstop to meet exceptional needs. As a matter of fact, with the
large cost of hospital care for older people removed as a burden on
the general taxpayer in the States, it would be possible to have more
adeqiiate medical assistance generally available.
Although relief and assistance are necessary as a backstop, I am
opposed to putting our main reliance on medical aid programs which
subject the aged to the humiliation of a test of need and which are a
direct burden upon the general taxpayer. It is sound policy to provide that those who will benefit from medical protection should contribute directly to the cost of the benefit and have that protection
as a matter of'right.
It is now 29 years since the Congress of the United States made the
basic decision to place primary reliance on a program of prevent ing
poverty and dependency amnoung our elderly citizens rather than
relieving
merely poverty, through assistance, after it occurs. This
decision was strongly reaffirmed in 1950 when this committee was
concerned about the fact that more older people were on public assistance rolls than were eligible for benefits under social security, and
by the consequent drain on public revenues-Federal, State, and
local-which was large and growing larger every day.
The report of the Senate Committee on Finance on the Social Security Amendments of 1950 stated as follows:
Your committee's impelling concern in recommending passage of H.R. 6000,
as revised, has been to take Immediate, effective steps to cut down the need
for further expansion of public assistance, particularly old-age assistance.
Unless the insurance system is expanded and improved so that it In fact offers
a basic security to retired persons and to survivors, there will be continual and
nearly irrestistible pressure for putting more and more Federal funds Into the
less constructive assistance programs. We consider the assistance method to
have serious disadvantages as a longrun approach to the Nation's social security
problem. We believe that improvement of the American social security system
should be in the direction of preventing dependency before it occurs, and of
providing more effective income protection, free from the humiliation of a test
of need. Accordingly your committee recommends action designed to Immediately bolster and extend the system of old-age and survivors Insurance * * *
(May 17,1950).

We face a situation today parallel to the one the committee faced
in 1950. At that time, many older people had to go on public assistance to meet everyday living costs. Now we find that a growing proportion of people must turn to public assistance because they are not
able to meet their health costs. Expenditures for medical' care for
people 65 and over under the assistance programs are running some
$900 million a year, one-third of all the money being spent for public
assistance for older people and the amount is growing. If reasonably
adequate medical assistance for the needy aged were available throughout the United States it would cost, in the absence of hospital insurance under social security, at least $1.8 billion a year.
To avoid high costs to the general taxpayer at local, State, and Federal levels and to protect the dignity and independence of older people,
we must once again place our main emphasis on social insurance rather
than put more and more Federal funds into the Kerr-Mills program.
The provision of hospital insurance under social security has an
importance that extends to all parts of the population. Not only will
it provide protection with digiiity for those who are now old, but it
will also relieve those in the middle generation who frequently now
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must divert savings and income from meeting the needs of their
children to help pay for t1te medical care of stricken parents. Most
important of all, the addition of this protection to our social security
program would make a permanent contribution to the solution of the
problem, with those now middle-aged and younger making current
provision for the protection that they will need in later years.
Mr. Chairman and members of the committee, the need for hospital
insurance under social security is most urgent. There are laws, with
which you are all familiar, which provide for income-tax deductions
for medical expenses that help those who are relatively well off, and
there are laws on the books that help the very poor through public
assistance. But there are no laws to help the great majority of older
people who face the ever-present danger of high and unpredictable
medical care costs. The problem is not one of only the very poor. It
is unfortunately a problem facing just about all of our older citizens.
I do not believe tie aged should be asked to wait longer for this needed
protection. I hope very much, therefore, that the Congress this year
will make provision under social security for hospital insurance for
older people.
(The statement previously referred to follows:)
ADDITIONAL INFORMATION ABOUT CERTAIN PROVISIONS OF HIl..

11865

COVERAGE OF TIPS

I.R. 11865 would provide social security credit for tips received by employees
in the course of their work. This provision of the bill will improve the social
security protection afforded to more than a million tipped workers and their
families. Under present law their benefits do not reflect the level of living that
they have been able to provide for themselves and their families.
The bill provides for coverage of tips as wages, with the employee being required
to report his tips to his employer, and with a penalty being placed on the employee
amounts of tips are excluded.
Under the House bill the employer would have no responsibility for trying to
get employees to report their tips or for going out of his way to collect the
employee's share of the tax. The employer would report tips for an employee
and match the employee's social security tax only If the tips were reported to
him in writing within 10 days after the end of the month in which the tips were
received and If the employer could collect the employee's share of the tax by
deducting it from the regular wages or other funds of the employee. It would
be up to the employee to see that the employer got the money for these taxes if
he did not already have it. The employer would never be required to pay the
employee tax from his own funds, and his liability for the employer tax on tips
the employee received in a month would end on the 10th day after the end of the
month. The plan would require withholding for social security purposes only
and not for income tax.
Provisions are included authorizing the employer to get employees' reports of
tips more often than once a month to suit the employer's convenience, and there
is specific authorization for the employer to withhold the employee tax on tips
that may prove to be less than the $20 required in order for tips to be covered.
Also, a provision is included that would enable the employer to treat tips as if
they were paid to the employee on the date they are reported to the employer
rather than on the date they were received by the employee.
The Committee on Ways and Means has indicated its intention that regulations
and procedures to Implement the provisions of the bill for covering tips are to be
framed in such a way as to be the most help to employers in fitting the reporting
of tips into their payroll operations. This might mean, for example, that where
an employer had difficulty in fitting employee reports of tips into his normal
operations he could, instead of getting a report of tips from the employee for
each pay period, use an assumed amount of tips that would be the same for each
pay period with a periodic adjustment based on the actual amount of tips reported
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by the employee. Under this approach he would be required to make the adjus"
ment to the amount the employee had reported to the employer only at the time
of his regular social security report, which is made four times a year.
Coverage of doCtor8
The bill would bring about 170,000 self-employed doctors of medicine into thi
program on the same basis as other self-employed people. Doctors are the on]
professional group-except for Federal employees, they are practically the only
group-whose earnings are not covered under social security.
More than half of the physicians in private practice today have some social
security credits on the basis of work other than as a self-employed doctor or
through military service.
The House committee report on the bill stated as follows:
"Large numbers of doctors have requested coverage. Your coinnittee knows
of no valid reason why this single professional group should continue to be
excluded. It runs counter to the general view that coverage should be as
universal as possible. There are no technical or administrative barriers to the
coverage of self-employed doctors of medicine."
Policemen and firemen under retirement systems
At present only 19 States specifically listed in the Federal law-Alabama,
California, Florida, Georgia, Hawaii, Kansas, Maine, Maryland, New York,
North Carolina, North Dakota, Oregon, South Carolina, South Dakota, Tennessee, Texas, Vermont, Virginia, and Washington-may provide social security
coverage for policemen and firemen who are under retirement systems. The
bill would make coverage available on a permissive basis to policemen and firemen tinder retirement systems in all States. The bill itself would not cover a
single policeman or fireman; it would just make such coverage possible.
H.R. 11865, in making social security coverage available to policemen and
firemen in all States, would retain all of the safeguards of present law, and
would add an additional safeguard. These safeguards assure that groups of
policemen and firemen will not be brought under social security against their will.
Present law contains a declaration that it is the policy of the Congress that
the protection afforded members of a State or local government retirement system
should not be impaired as a result of the extension of social security coverage
to members of the system. The specific safeguards of present law are concerned
with the procedures which a State must follow in arranging coverage for persons
whose position is under a State or local retirement system. Present law gives
the States considerable latitude in the formation of groups to be brought under
social security. This often permits persons who are likely to have similar needs
and desires so far as benefit protection is concerned to be brought under coverage as a separate group. Where a retirement system covers employees of more
than one governmental unit, the State may bring under coverage as a single
grouI the employees of any one or more of the governmental units. Also, where
policemen and firemen are in a retirement system with other classes of employees, the policemen or firemen (or both together) may be treated as if they
were members of a separate retirement system. In order to provide an additional safeguard for policemen and firemen under retirement systems, the bill
wouhl amend this latter provision to make the provision mandatory rather than
permissive. Thus policemen and firemen would have to be treated as if they
were members of a separate retirement system, and would have to be covered
separately, even in cases where they were actually in a retirement system with
other employees.
There are basically two methods of covering policemen and firemen. Under
one method of providing coverage, coverage is extended only if a majority of
members vote in favor of coverage, and under the other method (now available
in 18 States) coverage is extended to only those current members of the group
who desire coverage, with all future members of the group being covered compulsory. Under the so-called referendum method, available to all States, all
members of a retirement system group are covered upon a favorable vote by the
majority of the members. The new safeguard provided by the bill would have
the effect of requiring that only policemen and firemen could vote in any referendum to decide on coverage for them.
Three minor provisions relating to State and local governincnt employees
1. In 1956 a provision was adopted to permit certain States specifically named
in the law to bring into social security only those State and local government
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employees under a retirement system who desired coverage. In order to minimize the adverse effect upon the social security trust funds which results from
permitting employees to choose on an individual basis whether or not to come
under social security, the law requires that where this procedure is used all
future members of the group must be covered compulsorily. This procedure
provided, for certain States, a method of coverage alternative to the referendum
method, available to all States, under which all members of a retirement system
group are covered upon a favorable vote by the majority of the members. Under
the new method provided in 1956, coverage could be provided for only those who
desired it, even in cases where a majority of the members of the group might
not want coverage. In 1958 the Congress approved an amendmient giving another opportunity to choose coverage to Individuals who had originally decided
against coverage when it was made available to them under this provision. The
choice under this new opportunity had to be exercised within a specified time
limit. In 1961 this time limit was extended through 1962. H.R. 11865 would
give Individuals who did not choose coverage under these earlier provisions an
additional period, extending up until the end of 1965, to elect coverage.
2. The bill would add Alaska and Kentucky to the list of 18 States that may
cover State and local government employees under the alternative coverage
procedure discussed above.
3. The bill would permit the coverage of certain hospital employees in California who cannot now be covered. The amendments of 1960 permitted social
security credit to be given for the earnings of certain hospital employees which
had been reported In error to the Internal Revenue Service for the years
1957 through 1959, and provided future coverage for those employees in California for whom the erroneous reportings had been made. Under the bill, coverage would be made available to persons first employed by the hospital after
1959, who, since they were not in the group for whom erroneous reportings
had been made, could not obtain coverage under the 1960 legislation.
Coverage of farmer' earnings
The last of the coverage changes made by the bill is a modification of the
provisions under which farmers report earnings for social security purposes.
When self-employed farmers were covered by the 1954 amendments, it was
anticipated that some low-income farmers, who may have no income tax liability,
would have difficulty In keeping records from which they could report their net
earnings for social security purposes. Accordingly, a special provision was
included in the law which now (after amendment In 1956) permits people
with low net earnings from farm self-employment to report either actual net
earnings in a year or two-thirds of their first $1,800 of gross income. The change
now proposed by the House would raise the $1,800 figure to $2,400.
Automatic recomputation of benefits
Under the bill, provision is made for automatic annual reconiputation of
benefits to take account of earnings a beneficiary may have after he comes on
the rolls. Under present law, benefit recomputations to take account of additional earnings generally are available only on application by the individual and
can be made only if the individual had covered earnings of more than $1,200
in a calendar year after he became entitled to benefits.
Experience has shown that a large number of people who are eligible for
higher benefits because of additional earnings fail to apply for them. With
the improved automatic data processing system that is now used in the administration of the social security program, It is both feasible and administratively
advantageous to handle these recomputations on an automatic basis.

The COAIR N. Thank you, Mr. Secretary.
Now, Mr. Secretary, there are three bills before the committee: The
House bill, the IKing-Anderson bill with some modifications reintroduced by Senator Gore as amendment 1178, and then the Javits bill
reintroduced by Senator Javits as amendment 1163. Do you favor the
House-passed bill (H.R. 1186) ?
Secretary CELEBREZZE. I favor the King-Anderson bill.
The CHAMUMA. You favor the King-Anderson bill (amendment
1178)?

Secretary CELEBREZZE. Yes.
36-453-64---- 6
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The CHAMMAN. Do you favor the King-Anderson bill on top of the
House bill?
Secretary CELEBREZZE. I favor them both.
The ChTAMAN. You favor both bills?
Secretary CELEBREZZE. I favor both. But if I had to make a choice,
while I am for both an increase in benefits and hospital insurance, in
my opinion hospital care for the aged is much more important at this
particular time than a small increase in benefits.
I cannot get overly excited when you give some wives a benefit increase of 80 cents a month. I favor both the increase and the KingAnderson approach. But if you ask me pointblank, "If you cannot
have both, which would you take?" I think that more benefits would
result to people from hospital insurance than from the small increase
in benefits.
The ChAIRM-AN. In other words, it is clear that you favor the House
bill as it now stands, and then you favor the passage of the KingAnderson bill as an amendment to the House bill?
Secretary CELEBREZZE. Let me put it this way: I prefer the hospital
insurance for the aged, because I think it is of greater benefit to the
and on top of that put the King-Anderson bill, then I would favor
doing both. I say we need both a benefit increase and the hospital insurance. But if that is not possible, if this committee does not want
to go that high in the tax structure, then my choice would be hospital
insruance for the aged, because I think it is of greater benefit to the
individual than the small increase that is provided for in the House
bill.
The CHAIRMAN. But you favor the King-Anderson bill (amendment
1178)?,
Secretary CELEBREZZE. Yes.
The CHAIRMAN. You favor the House bill.
Secretary CELEBREZZE. I favor the House bill if it is coupled with
the King-Anderson bill.
The CHAIRBIAN. You favor both of them?
Secretary CELEBREZZE. That is right.
The CHAIRMAN. Now, you are no doubt aware that Senator Ribicoff,
a very distinguished member of this committee, when he was Secretary,
stated that the limit that he thought should be established on the payroll tax was 10 percent. If you take both of these bills, it will be 10.4.
However, you favor it, notwithstanding the fact that it exceeds the 10
percent that Senator Ribicoff, Secretary Ribicoff at that time, thought
was the maximum tax that should be assessed?
Secretary CELEBREZZE. Well, of course, Senator Byrd, you don't
have to increase the percentage above 10 percent. You can stay within
the 10 percent and have both by merely increasing the wage base. I
think it can be increased to $6,600 and it will cover both without increasingthe tax above 5 percent. You can do it either way.
The CHAIRMAN. I think you have cleared my mind about your position: Namely, you want both bills.
Secretary CELEBREZZE. Yes.
The CIAIRMAN. And the ultimate cost will be 10.4 percent.

Secretary CELEBREZZE. Not 'necessarily, Senator. You can stay
within the 5-percent limitation but increase the wage base. The wage
base as recommended in the House bill would be $5,400. You can increase that and still stay within 10 percent.
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I think Secretary Ribicoff at the time that he testified-lie is here;
he can correct m--said he thought that we should stay within the
10 percent, but lie said nothing at all about the wage base.
Senator BENNETT. This is a case of six of one and half a dozen of
the other. You do not increase your rate, but you increase the total
take in dollars, and in that case the impact on the individual is increased, even though you may have theoretically stayed within the
10-percent percentage figure.
This seems to me to be a rationalization of the purest kind.
Secretary CELEBPEZZE. No; you increase the benefits when you increase the wage base. Moreover, if you increase the wage base, you
also increaseSenator BjN.NTT. Well, here we have got a situation where we are
breaking through the 10-percent ceiling, and you have done that by a
proposal to increase benefits and add a new program. You say, "We'll
solve that by increasing the wage base, so we won't have to increase the
rates," and then you say, "When we increase the rates, we will increase
the benefits," so that will take us through the ceiling again. You are
..
just chasing your tail.
Secretary CELEBREZZE. There are many factors that must be taken
into consideration. We are consistently diminishing the percentage of
workers whose earnings are fully covered. In other words, when the
social security program went into effect in 1935, we had a $3,000 wage
base. That covered all the earnings of 94 percent of regularly employed men. We have consistently diminished that, until now, even
with the $5,400, we are down tb-48 percent. ,
The wage base that would be equivalent today to the $3,000 wage
base of 1935 would be $12,500.
Another point is that when you talk about a 10-percent ceiling, the
employer paying at the maximum corporation income tax rate pays
out of pocket, under the new tax structure, only about 52 percent of
the 5 percent-about 2.5 percent.
Actually, if you are figuring an out-of-pocket expense, the employer
is only, paying 2.5 percent, under the tax structure, and taking the
rest as a business expense.
The CHAIRMAN. Do you favor the Javits bill also?
Secretary CELEBREZZE. There are two Javits bills. Are you referring to the original Javits bill or the one that was introduced recently?
I haven't had an opportunity to examine the new bill in detail. The
earlier Javits bill was almost parallel with the administration bill in
its coverage of hospital and related benefits under social security but
also included certain provisions to make it easier for insurance companies to work together on a national basis to develop and sell health
insurance to the aged. We strongly favor the administration's version-the King-Anderson bill-rather than the new Javits version.
The CHAIRMAN. But you are not prepared to speak on the Javits
bill, S. 2431, which I believe is the one he has modified and reintroduced as amendment No. 1163.
Secretary CELEBREZZE. The last one, the one that was just recently
introduced? I haven't had an opportunity to examine it in detail.
It was just introduced the other day, Senator. Mr. Ball may want
to address himself to it.
The. CHAIR rAN. You have not had any time to study the Javits
bill, have you?
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Secretary CELEBREZZE. No; I have not. Mr. Ball may be familiar
with it. I have not had an opportunity to study it.
The CHAIRMAN. Mr. Ball, do you wish to express your opinion on
the Javits bill, S. 2431, as modified in amendment No. 1163?
Mr. BALL. Mr. Chairman, as the Secretary said, our position would
be first in favor of the cash benefits in the House bill, plus the benefits
in the King-Anderson bill, with sufficient financing to cover them both,
either through an increase in the contribution rate or a combination of
an increase in the contribution rate and a further wage base increase.
The basic feature in the new Javits approach is to offer people over
65 an option for the election of hospital insurance in place of the
cash benefit increases in the House bill. Although we believe that
the way the Javits bill carries out this idea has some serious defects
in it, the basic idea of an option in place of a cash benefit, although not
as good as our first position, would certainly be preferable from our
standpoint to the House bill alone. The idea of an option for hospital
insurance, modified to make it more practical than it is in the Javits
proposal, would be our second choice.
The CHAIRMAN. Then, you favor a part of the Javits amendment,
you say?
Mr. BALL. It would come, Mr. Chairman, as a second choice, and it
should be modified. The way the Javits amendment does it would
not be, I think, acceptable to us.
The CMNMAN. Are you concerned about the fact that the staff
says that the ultimate cost of the Gore amendment 1178 would increase the tax rate by 10.4 percent in 1971? In other words, do you
agree with Senator Ribicoff that it should or should not exceed 10
percent?
Mr. BALL. Well, Mr. Chairman, speaking for myself, I don't believe that there is any magic in the figure of 10 percent that should
detemine for all time into the future what the contribution rates in
social security should be. There are many systems providing protection, such as the railroad retirement system and the civil service retirement system, that go beyond a 5-percent contribution rate on the
employee. There is much to be said, however, in favor of some increase in the wage base instead of increases in the contribution rate.
But to answer your question directly, it does not seem to me that there
is an absolute ceiling for the long-range future exactly at 10 percent on this.
The CHAIRMAN. In other words, you are not disturbed if it goes
over 10 percent? I think those who pay the tax would be disturbed.
That is a very heavy tax. Now, is it not true that all of the medical
care bills have required upward adjustment: the Forand bill, the
Kennedy-Anderson amendment in 1960, the King-Anderson bill in
1962 and 1964? In other words, the history is that they have gone up
above the estimates that were made at the time the legislation was proposed; is that not right?
Mr. BALL. Mr. Chairman, if it is agreeable to you, I would like
to ask our chief actuary, Mr. Robert Myers, if he would comment on
the basic conditions that have led to the revision in these cost estimates at this point. Would that be agreeable?
The CYAImRAN. Well, let me ask you again about the King-Anderson bill as reintroduced by Senator Gore in amendment 1178 and the

SOCIAL SECURITY; MEDICAL CARE FOR AGED

77

House bill. You would favor those two bills, enacted together, without change?
Mr. BALL. That is, the benefit provisions of the King-Anderson
bill added to the House bill with changes to provide for sufficient financing to cover the combined bills. You would have to change the
financing.

The

CHAnmmAN.

And then, the Javits bill?

Mr. BALL. No; if that were done, Mr. ChiarmanThe CHAIRMAN. You would only favor the Javits bill as a single bill,
is that it, or a part of H.R. 11865.
Mr. BALL. Well, the option approach that is in the Javits bill, Mr.
Chairman, is clearly a second choice. You wouldn't have it in addition to the King-Anderson bill, but rather in place of it. The Javits
bill in its present form, I think, would need rather substantial changes.
I am only referring to the idea of an option.

The CHAIRMAN. Do you favor the optional feature?
Mr. BALL. As a second choice, Mr. Chairman. I think that hospital insurance for the aged is so important that if it were not possible
in the time left this year to get agreement on the financing provisions
that would be necessary to add the benefits of King-Anderson to the
House bill, putting the two together, it would be much better than
just passing a cash benefit increase to allow people to elect, instead of
some of the cash, protection under hospital insurance. That is a second
choice.
The CirANRAT. As far as the Gore amendment is concerned, you
would be willing to take it just as it is?
M[r. BALL. The benefit provisions; yes sir.
The CHAIRMAN. And then, you would put it on top of the other bill.
Now, do you think that there is any validity to the doctors' opposition to social security coverage as proposed under the House bill? In
other words, should their wishes be followed by Congress?
Secretary CELEBREZZE. Mr. Chairman, the coverage of the doctors
was included by the Ways and Means Committee. It was not an
administration proposal, though we have no objection to it. The
reason that the committee gave in their report for including the doctors
was that about half of them are now covered, and that many of the
communications of the committee-and I am relying upon the committee's statements-were from doctors who wanted to be included.
The ChAIRIrAN. But you are indifferent as to whether the doctors
go in or out?
Secretary CELEBREZZE. I think it is best to put them in.
The CHAIRMAN. If the majority of the doctors want to stay out
and not get the benefits and pay" in on it, do you think the committee would be justified in eliminating the coverage provision for
doctors?
Secretary CELEBREZZE. Again, Mr. Chairman, this is a question of
opinion. At the Ways and Means Committee, their information was
that the majority of the doctors wanted to come in, and that is the
reason they are included.
The CHAIRAN. Going on the assumption that the majority don't
want courage, what then?
Secretary CELEBREZZE. We have on the social security records now
perhaps 100,000 physicians who have some coverage. For example,
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there are doctors spending 1 hour a day in a plant? and for that
work they are covered under social security. The feeling of the committee was, if you have that high a number, you might as well-make
I
it universal, since partial coverage creates certain inequities.
As I say, this was the recommendation of the committee and not of
the administration.
The CHAIRMAN. You say the majority of them do want coverage?
Secretary CELEBREZZE. I believe that was the committee's opinionthat a majority of them wanted to be covered.
The CH1AIR-AN. Senator Long?
Senator LoNo. Mr. Secretary, you say quite a bit here about the desirability of covering people and providing for their needs on the
basis of right rather than on the basis of need, charity, or whatever you
want to call it. Why don't we simply blanket under social security
those various people who are not covered by the social security system
for the minimum, amount of payment available under the system?
I think it would be aboxit $42.50: under this bill, wouldn't, it? Why
don't we simply blanket under this bill those people, from age 72,
who are not covered and include them in the program? Financing
is something else, but as a practical matter, leaving the financing aside,
which is .a. detail which would have to be worked out, why don't we
do that for those people? Aren't they generally a class that need it?
Secretary CELEBREZZE. One of the basic purposes of social security
in addition to the humanitarian reason is that it reduces the cost
against general revenues. If you blanket these people into the program
it would be a charge against general revenues rather than a charge
aaginst the specific individuals that contribute to the program.
Senator LONG. Let us just discuss that a moment,
Secretary CELEBREZZE. All right.
Senator LONG. Let us suppose that during my working years I had
been a domestic servant or a waiter or a farm laborer not covered by
social security, scratching out a living as best I could. Now, as a
practical matter, would it not be correct to say that if I was able to
buy an automobile or even so much as a suit of clothes, every time I
bought one of those commodities, into the cost of that was figured
the hidden cost of this social security program. If the manufacturer
had added that on to his cost of manufacturing, and so had his competitor, and even the retailer had made that a part of his cost of doing
business and put his markup on top of that to cover overhead and to
allow for profit, then I would be paying part of the cost of the program. In the last analysis, would not I as a consumer have been
one of those paying that tax?
I ask that question, based on the same theory I explained on the
Senate floor no later than yesterday, or the day before yesterday,
when we were talking about who pays for this tax on these foreign
securities on which we just got through levying a tax. We say the
incidence falls on the American buyer of that bond. He is the fellow against whom we have levied the tax, but the fellow who is really
paying it is the foreigner who issues that bond, because the tax is
going to reduce what he can make on the bond. He has to set it up
for that, that net price, because of the tax.
Don't we have a similar situation here? We levy this tax, and certainly, as far as the employer is concerned, he is the one who pays
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for it directly, but in the process passes the burden right on to the
consumer, just as though it were a sales tax levied on the general public.
Secretary CELEBREZZE. Yes, in part, but that individual has not
contributed any part of the social security tax. In other words, the
cov tred worker is also paying the general tax on top of that. He is
also paying pait of the emplo3r s tax if he buys the employer's
product, naturally. On top of that, then, we get from him an additional social security tax, so that he is paying much more for his
protection than an individual would pay who was blanketed in. There
are hidden taxes on everything that we buy, of course. You can't get
away from it.
The CHAIRMAN. We have Dunkards and Mennonites in the valley
of Virginia who insist upon being strictly independent. In no way
will they accept funds from the State or Federal Government.
Secretary CELEBREZZE. Yes; we have the same thing in Ohio among
the Amish, and they have it in Pennsylvania, too.
The CHAIRMAN. There aren't many of that class of people left in
this country, who won't accept benefits from the Government.
Secretary CELEBREZZE. But there is nothing to prevent them from
accepting benefits or not accepting benefits. It is the tax that is
compulsory.
The CHAIRMAN. They refused to pay the tax, they refused to accept
the benefits, and then the Federal Government went in and sold their
horses in order to collect the tax which they wouldn't pay. Do you
think that was a fair action ?
Secretary CELEBREZZE. I am familiar with the cases of selling the
horses, and I certainly would not have sold the horses. That happened some time ago.
The CHAIRIUAN. In other words, they wanted to be independent
and not accept anything from the Government. I think they should
have the right to do it. This is a free country, I think.
Secretary CELEBREZZE. Senator, you must agree with me that if all
of us had an option as to whether we paid taxes or whether we did
not, I am sure large numbers would choose not to pay the taxes.
That is the problem we run into on this type of thing.
Senator LoNcG. Mr. Celebrezze, let me just discuss with you briefly
the point you are making. You are saying you don't think we should
do anything for a fellow under social security who, while he was
paying that tax as a part of the cost of the product, was not contributing part of his pay into the fund. You are reluctant to try to do
something for that person, who is amon the most poor we have in
this country and among those who need it the most; but on the other
hand, you are coming in here and placing your first priority on assisting these people who have no need whatsoever to show, w:ho because
they were covered by social security during their working days and
are presently retired. You would'like to aive them this exl)ensive
medicare benefit even if they don't need it. Even if they are well able
to pay for it themselves, you would propose to take care of those
people, take them and provide them medical care in a hospital, even
though they have a family available to look after them, and the sickness might not be one that a family could not easily care for in the
home. You would do that for them, even though here is someone
else who needs it immeasurably more, and you wouldnt, give him so
much as a crust of bread on medicare.
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How do you justify that position?
Secretary CELEJiBIIEZZE. Now, that isn't an accurate statement, because these people are covered under an assistance program in their
State.
Senator LoxG. Oh, yes, sir. You say they are covered under the
general assistance programs.
Secretary CELEBREZZE. Yes, sir.
Senator LoNG. But in some States, the requirements are such that if
you have a relative who could help you, even though that relative will
not help you, you can't get 5 cents from that State. And in some
States, sir-andl I am sure you know that-there is a requirement that
before you can get the first nickel out of that State welfare agency,
you have got to sign your little old home away so that when you die,
the sheriff sells the home under the hammer and gets his money back.
Senator DOUGLAS. Will the Senator yield?
The Senator from Louisiana has just made a very eloquent case
against Kerr-Mills.
Senator LONG. Let me say that we don't have that requirement in
Louisiana. You may have ft in Illinois, but in some States that is the
case.
How do you justify saying that you should do nothing for these
people who need it the worst, and recommend these big benefits for
people who pay nothing for them, and have no real need of them?
Secretary CELxBUEzz,. You were speaking about placing under the
social security program people who have never paid social security
taxes. Would you charge the cost of doing so against the trust fund?
If you do, then you are going to throw the trust fund out of balance.
Senator LONG. Well, now, Mr. Secretary, you can do it one way or
the other. But you have been changing the law to put additional people under it, who have made some minor contribution to the trust fund
already.
Secretary CELEBREZZE. Yes.
Senator LONG. And I would first like to bypass the question of how
vou raise the money for it and talk about whether it is right or wrong.
I am talking about why don't we blanket under those programs those
unfortunate people who are not covered by social security, who generally are the most in need of it of all. You present almost a full page
here, talking about the desirability of these people getting some benefits as a matter of right rather than a matter of need and getting them
tnder social security rather than public welfare. Why don't we just
put them under social security?
Secretary CELEBREZZE. The King-Anderson bill does blanket them
in for medical insurance.
Senator LONG. Some of these poor folks would be better off sick.
They may starve between now and the time they become ill. Why
don't we proceed to put them in at least for a minimum somewhere
under this program? If you can't afford it at age 65, why not age 72,
somewhere along that line?
Senator DOUGLAS. Would it irritate my dear colleague if I asked him
to yield at this point?
Senator LoN.G. Let me just ask this question first.
Secretary CELEBREZZE. You want them blanketed in for cash and for
health insurance. If this committee is willing to get the general tax
structure to cover the cost, we will go along with it.
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Senator LONG. I personally think that we should have something
of that sort. Of course, it might come from the general revenues or
come from the tax here, but it seems to me that we should have something along that line.
I want to ask another question on a different subject. Would you
agree with me that, generally speaking, self-insurance is the cheapest
kind of insurance that you can have? What I mean is this: Is it not
cheaper to take the risk with regard to a matter where you can afford
to take the risk than it is to buy insurance on it?
Secretary CELEBREZZE. I have always been one that liked to carry
insurance, because there is nothing certain in life. I would not like
to take the risk that my house wouldn't burn down. I pay insurance
on it year after year.
Senator LONG. It seems to me, Mr. Secretary, one of the best contracts you could get, if you are in business, would be to insure the
State capitol building of Louisiana, which is a stone And concrete and
steel:building, no wood in the structure whatever, against fire. So if
I could get the contract or insure that building against burning down,
that Would be a profitable contract. And every time I look around,
somebody is getting a contract to insure something of that sort. A lot
of people 'insure against bridges falling in the river. I think out in
Tacoma, Wash., a while ago, a bridge fell in Puget Sound, and then
they discovered that the fellow who got the contract to insure the
bridge just hadn't insured it. He thought no bridge would ever fall
in the river; Why take the insurance, anyway. But he made the coinmisgion on it, at least-not the commission, the fee. And I think he
was rathe,' hard to find after the bridge fell into the sound, because
it was not anticipated.
Secretary CELEBMZZE. That is exactly my point. He gambled that
it wouldn't happen, and it happened.
Senator LoNG. But now, generally speaking, is it not cheaper for a
State to be a self-insurer than it is for a State to take out insurance
that something will happen?
Secretary CELEBREZZE. Yes, to a degree that you save a great deal
of administrative cost.
Senator LoNo. Well, how many Federal bridges do we insure? How
many Federal buildings do we insure? Do you insure your building
against fire?
Secretary CELEBREZZE. You will have to ask GSA on that. They
handle all of that for me. I'll tell you, though, that the city hall in
Cleveland is self-insured, and the airports.
Senator LoNo. Self-insured?
Secretary CELEBREZZE. Yes.
Senator IoNG. I think that the Federal Government is self-insured.
Secretary CELEBREZZE. Yes.
Senator LONG. If it is not a self-insurer, I would like to have the
contract to insure this building against fire, because there is not much
here that would burn.
Secretary CELEBREZZE. It gets pretty hot at times.
Senator LoNG. The point I have in mind, Mr. Secretary is, generally
speaking, it is cheaper to be a self-insurer with regard to things that
you could insure yourself against. I think even under this program,
you are not proposing to insure a man against a common cold. He
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can take that risk himself. You wouldn't insure him against a common cold; would you?
Secretary CELEBTREZZE. It is a matter of degree. It is cheaper not
to have insurance if nothing happens, but it is more expensive if something does happen. In other words, if I take out a policy on my home,
as an example-if I take it out today and it burns tomorrow, I am
way ahead. But if I pay for the insurance for the next 20 or 30 years,
it would balance out.
Senator LONG. Here is the thought I had about this, Mr. Secretary.
What I don't understand is why you don't try to shape the program
on such a basis, in your recommendations, ihat it will cover those
catastrophic situations where people are simply not able to meet the
medical expenses, rather than those cases where the hospital bills are
expected to run $100 or $200.
Secretary CELEBREZZE. We have done that to a considerable extent
under the King-Anderson bill.
Senator LONG. Well, at one time you were leaviiig out the first 7
days.
Secretary CELEBREZZE. As an example, the highest cost to the States
under Kerr-Mills-90 percent of the cost of Kerr-Mills is for hospital
and nursing home care-that is, the tremendous, catastrophic sort of
expenses.
What I suggested in my opening statement is that Kerr-Mills is
financed from general funds. The percentages vary from State to
State, and the coverage varies from State to State. What we said.was,
we would remove this cost of Kerr-Mills from the State to a great
degree if we passed King-Anderson. We would release 40 percent of
the funds that the States are now using, and the States themselves then
would adopt better programs, perhaps, to take care of these other
people and still stay within the same tax structure.
States and cities are having problems on their tax structure. I
know from personal experience as a mayor that this is so. People are
demanding more. We have got to do either one of two things, either
not give it to them or get the revenue to do it. So we thought that
since the highest cost under Kerr-Mills was for hospital and nursing
home expenses, we should remove that cost from the States. They can
be relieved of 40 percent of these costs and then can give better coverage under Kerr-Mills for other medical care.
You hit it right on the nose a minute ago when you said that KerrMills varied in every State. They have- relative"responsibility provisions and they have other unrealistic provisions. The States themselves could tale some initiative on these matters, provided we release
some of these funds.
Senator LooNG. One other item which is not covered in this bill.
When the Kerr-Mills was enacted originally, I was successful in adding
an amendment on the floor which would cause the Kerr-Mills program
to apl)ly to persons who were receiving care in mental institutions.
Without my amendment peol)le with mental sickness would not be
eligible for'any assistance under Kerr-Mills, and it looked like that
would have gone back to the theory that historically you didn't treat
mental people: you just locked then up like cattle somewhere, locked
them up as criminals to separate them from society, and therefore if
you had a medical program, you would not include mental illness
under it.

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

83

I -believe that the field )f mental health is still probably the most
neglected field. I would make the observation that we put a provision ill the Kerr-Mills to help people who are generally sick with
every other sickness except mental illness, but that the treatment
must have tremendously improved, and the care, while on the other
hand I think that this would continue to be a terribly neglected area.
I would like to ask you, Mr. Secretary, if you would giveSecretary CELEBREZZE. You are aware, of course, of the mental
health bill that was passed, under which we do a great deal of this
low?
Senator LONG. You are doing some.
Secretary CELBREZZE. You are absolutely right that the old theory
was to put them in institutions and lock the door. But we have made
great progress in the mental health field. As you remember, we had
a committee appointed to suggest insurance for that sort of thing.
Senator LoNG. Let us talk a&out the type of thing people don't even
like to think about. The majority of those poor wretches that are
locked up in those institutions will never come out of there. And that
is the most expensive type of service, just to care for them and to
treat them as though they are human beings rather than wild animals.
I wish you would take a look at those cost, studies and advise me
what it would cost to do something for those mental health cases, both
in treatment and in care for these pitiful people who a lot of people
would like to forget about.
There are a great many families bearing that cross, which don't like
to talk about it. But it is a very pitiful situation to have someone in
the family who suffers from mental sickness from which they will
never recover. People bear that burden and don't talk about it, but
I know that the help that would be made available to those people
would be appreciatedby the relatives perhaps as much as it would by
the poor persons themselves.
I would appreciate it if you would get some studies together. I
know you didn't come up here to testify about that today.
(The following memorandum was subsequently supplied:)
It is estimated that the elimination of the exclusion of Inmates of mental and
tuberculosis hospitals who are age 65 or over would increase total public assistance payments by about $271 million a year of which $150 million would be
Federal funds. Of the $150 million, approximately $135 million would be for
aged patients in mental hospitals and about $15 million for patients In Institutions for tuberculosis.
The estimates include amounts that would be paid under both old-age assistance and medical assistance for the aged.
If persons under 65 In mental and tuberculosis hospitals were made eligible
for aid to the permanently and totally disabled, a very large proportion of
patients could be expected to qualify and the estimates of costs would be more
than doubled.
Studies of the possibility of Federal participation in payments to patients in
mental and tuberculosis hospitals have indicated that the Federal funds Involved
would probably in large part supplant existing State expenditures rather than
provide additional or improved care for patients.
The CHAIRMAN . For the record, the Chair would like to state that

as chairman of the committee, he has received 589 letters from dootors
opposing coverage and 144 from doctors favoring coverage.
Secretary CELEBREZZE. That is, from your State of Virginia?
The CHAIRMAN. 589 opposing and 144 favoring it.
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Senator SMATHERS. Are they limited to Virginia? Are those doctors limited to Virginia?
The CHAIRMAN. No they are from States other than Virginia.
Practically all the Virginia doctors are opposed to it.
Senator WmLi-Ams. Mr. Secretary, under this bill, when is the effective date of the first benefits?
Secretary CELEBREZZE. Under the bill, the effective date of the first
benefits is 2 months after passage.
Senator WILLIAMS. That would be around October 3?
Secretary CELEBREZZE. It is the second month after enactment, depending upon when it is enacted.
Senator WmLAms. That is prior to the election, though.
Secretary CELEBREZZF. That effective date was a decision of the
Ways and Means Committee.
Senator WmIAMs. Well, I am asking you. Under the bill-it is
your bill-when would it go into effect?
Secretary CiJBaREZZF,. No, it is not my bill. This is the bill that
came out of the Ways and Means Committee.
Senator WnI aLms. Do you oppose this bill?
Secretary CELEBREZZE. No.
Senator WILLIAMS. Butyou are recommending it?
Secretary CLEBREZZE. Well,' we are back to the question again of
Senator Byrd.
Senator WILLIAMS. Well, are you recommending the enactment of
tlii bill or areyou not?
Secretary CELEBEZZE. I am recommending the enactment of this
bill if you attach to it the King-Anderson benefits.
Senator WLIAMS. If we do not attach to it the King-Anderson
bill, are you opposing the enactment of this bill?
Secretary CELEBREZZE. You are placing me in a difficult position.
Senator DOUOLAS. Would my colleague yield?
Senator WILL A s. No; I want him to answer the question, because
after all, I think we should have the answer.
The CHAIRMAA. I would like to state that the Secretary came to see
me in favor of the bill about a week ago.
Senator WILLIAMS. Well, I want the Secretary's answer on the
record. Assuming that there are no provisions for medicare attached to this bill, are you for its enactment or against it?
The C0-AIMAN. Are you thinking?
Secretary CELEBREZZE. I am thinking. It is unusual for a Secretary to think, but I do that once in a while.
Senator DooIeAs. Even more unusual for a Senator.
Secretary CELnEBRzzE. I am unable to answer that question at this
time, Senator.
Senator WIrrAMS. Well, now, IT asked the question in all sincerity.
Will you come back tomorrow and give, us an answer to that, or will
you come back and give us the answer in your official capacity prior to
asking this committee to act on it because I think we should have your
answer as to the administration's position.
Secretary CELBrEnrzzE. Am I to assume that you would pass the bill
exactly the way it comes out from the.Iouse?
Senator W TLLAMS. Well, no, but subject to only minor changes.
Secretary CELxiBR.,zzE. Well, then, Tcan't-
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Senator IVILLI, 3IS. But we have got to make up our mind. That
determination must be reached, and the only way we could pass it
would be to vote for it, and that is the only way you can get it passed.
We would have to make the same decision we are asking you to make,
whether to vote for it or against, it, and I am asking you for your
position and I would like you to answer. I won't press you now,
although I will say that I am surprised that you don't know the
answer to the question. But before we report this bill, I am going to
ask the chairman to have you come back again and give us a flat statement of whether you are for or against the bill, assuming there are no
amendments to it here in the Senate, or in this committee.
Secretary CELEBREZZE. I will answer it now. I have had time to
think about it as we were talking.
If the Congress tells the American people that they don't want anything to do with hospital insurance for the aged, if that possibility is
completely foreclosed from these 18 million people, then I have no
alternative but to be for this bill.
The CHAIn~rAN. Mr. Secretary, if you will permit me, you came to
see me last week, did you not?
Secretary CELEBREZZE. Yes.

The CHAIR rAN. You spent about an hour in my office.
Secretary CELEBREZZE. Yes.

The CHAIRMAN. You said you favored this bill.
Secretary CELEBREZZE. Well, perhaps I created that impression.

I

was talking about hospital insurance for the aged, and I favor a hospital insurance-The CHAIRMAN. I don't think you stated you favored every detail of
it, but you recommended the passage by the'Senate of the bill that was
passedby the House.
Secretary CELEBREZZE. I am sorry if I created the impression, Senator, that I favored the bill without change.
The CHAIRMAN. I don't mean to say it was all your idea, but you
certainly did not oppose the bill, did you?
Secretary CELEBREZZE. As a last resort, as I told Senator Williamsas a last resort, if there cannot be attached to it a hospital insurance
program, which I think is the critical need, then of course I would have
to favor the bill, because these people need something.
Senator WILLIAMNS. And I understand that after about 10 minutes'
consideration, you have finally decided that you are in favor of the
bill as it passed the House of Representatives.
Secretary CELEBREZZE. Provided this Congress says pointblank, anld
this committee says pointblank, that there's no chance of getting hospital insurance for the aged.
Senator WLIAMS. No proviso attached to it-because a committee
couldn't possibly attach tlat provision. This Congress cannot bind
the next, Congress. Presumably, even if we do not attach the amendinent this year, that could be back for consideration next year. So,
therefore, it is utterly impossible for either any Member of Congress
or any member of the executive to say what in the future may happen.
So you get time.
back to the question of what you are going to do at this
iimmediate
Again, to make sure there is no misunderstanding, assuming this
bill is being voted on in the form in which it came over from the
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House, without any further amendments, is the administration for the
bill or against it?
Secretary CELEBREZZE. I stand on my previous answer to you, Senator, and I don't know what else I can say.
Senator DOUGLAS. Mr. Chairman?
Senator

WILLIAMS.

As I understand your previous answer, it was

you are for the bill?
Secretary CELEBREZZE. Provided that every attempt has been made
to attach hospital insurance to it, and you say to me that that is not
possible, and then you say, "Do you favor anything for these people ?"
I would, of course, say that I do. That is my position.
Senator WILLIAMS. Well, presumably, the King-Anderson bill will
be offered, it will be voted on, it will be accepted or rejected, and I am
proceeding on the premise that it is going through those stages and
that it is ready for a vote in the Senate-on the bill as it came over from
the H-ouse-and whether the administration wants it passed in that
form or not.
Secretary CELE,,BREZZE. Now, I think we are defining the issues a

little more clearly. If the King-Anderson or some other bill dealing
with hospital insurance is voted down by the Senate, of course, I
would be for this bill.
Senator RIBICOFF. Mr. Chairman, will the Senator-

Senator DOUGLAS. Mr. Chairman, the Senator from Delaware has
been pressing the witness pretty closely. I wonder if he would answer
a question I would propound to him.
Senator WILLIAMS. I would be glad to answer, but after all, this is
the Secretary's day. This bill has been before the Congress for some
time, and recognizIng thatSenator DOUGLAS. There is something in the Senator's interesting
line of questioning which leads me to seek clarification as to what his
position would be.
Apparently, he complained that the increase in benefits would take
effect the first of October, a month before election. I am going to ask
him if he will make a statement: If he would propose to postpone the
amendments going into effect until the first of the year, I would be
very glad to support him.
Senator WILLIAMS. Sure. Will you support it?
Senator DouoGAs. But he should propose that first.
Would it,be your intention to propose that they be postponed until
the first. of the year ?
Senator WILLIAMtS. I offered an amendment to the last. social security bill that was on the eve of an election, to make both the benefits and the tax- effective the same date, and it was rejected. I don't
recall just how you voted.
But the point I am making here is, would the administration recommend that the effective date of the tax and the benefits both be as of
the same date?
Secretary CELEBREZZE. The administration has no objection. If
vou
want to
make them both effective January 1, I have no objection.
. Senator
WILLIA-MS. You believe the administration would
have no
objection to making them both effective on the same date? Would
you recommend such a procedure?
Secretary CELEBREEZE. I wouldn't recommend it, for this reason: I
think that these people need this money as soon as they can possibly
get it.
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Senator WILLIAMS. Well, what about the tax?
Secretary CELEBREZZE. But while we ought to give it to them at the
earliest possible time, if you feel there is any political consideration,
it is entirely satisfactory to make it January 1.
ai not suggesting there is any political conSenator WILLVIMS.
sideration in this. But would you Object to the tax being advanced to
the effective date of the benefits?
Secretary CELEBREZZE. I am informed by the experts that you cannot do that.
Senator DOUGLAS. M11r. Chairman, if the Senator from Delaware
will act as a trailblazer, I will be very glad to be a humble follower
in his footsteps.
Senator WILLIAMS. I will gladly accept the proxy of the Senator
from Illinois and cast his votes on this bill, and I would be far more
confident in what would happen than if he were casting his own vote.
Senator RIBICOFF. Will tho Senator yield for a question on the line
he has been pursuing?
Senator WILLIAMS. Sure.
I might say, though, I was asking this question in all seriousness,
because there are a lot of suggestions made about the political significance. in having the effective date of the benefits prior to the election, and the tax take effect afterward. I don't mind saying very
clearly that 1 think that both should be effective the same date. And
if a Member of Congress wants to go home and boast of the benefits
he is giving someone, he should also go home and say, "HIere is the
tax and cost for it."
I yield to the Senator from Connecticut.
Senator LoNG. Would the Senator yield to me?
Senator WILIANTS. Senator Ribicoff was first.
Senator RiBiCOFF. In reply to Senator Williams, you made the
statement that if you couldn't have a medical care proposal, you would
be for the Mills bill. What would the significance of the passage of
the Mills bill be on the future prospects ior medicare for the next
10 years?
Secretary CELEBREZZE. In my opinion, if you passed the Mills bill
and kept to the idea of not going above the 10 percent, then you will
have difficulty getting medical care for the aged and staying within
the 10 percent.
Senator RIImcorF. Therefore, you have made a point of concession
here, haven't you, Mr. Secretary by practically foreclosing out medicare for the foreseeable future by the acceptance of a bill which doesn't
include medicare, and yet under your own testimony, it doesn't actually
go to the basic needs of the people over 65.
. Secretary CELEBREZZE. No. Unless, Senator Ribicoff, you are willing to go to a higher wage base.
Senator RmICOFF. Well, we have to deal with practicalities. Can't
you get the basic benefits of the Mills bill and get medicare on the
freed-om-of-choice basis?
Secretary CELEBREZZE. Yes. You can incorporate part of the Mills
bill and part of the hospital insurance bill.
But my response to Senator Williams, so that I can keep thle record
clear, Senator, was in the setting that you don't have a clhoce of a
combination, but just have a choice of this or nothing.
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Senator 1IBIuCO<FF. Don't you, then, actually face a situation where
the. administration may have to make that choice? I think the question put by Senator Williams was pertinent and proper to be put by
him, and the decision is weighted with great significance. Isn't it true
that what the Mills bill has actually done is, basically, to use up the
most precious part of what is left ini the social security possibilities?
In other words, from now oin we are dealing with the most valuable
and precious one-tenth of 1 percent, because we are going so high in
social security taxes. Isn't that.correct?
Secretary "CFmLn.iiZZE,. It, is still possible under the Mills bill to
come within your limitation of 10 percent and have hospital care
attached to it. There is a possibility of joining the two bills together.
You can reduce the benefits, of course or raise the wage base.
Senator Rmicori'. I understand that, and I have a proposal that at
the proper time I believe can accomplish that. But that isn't what I
am aiming at in this series of questions. Senator Williams elicited
a response that becomes very, very important to the ultimate decision,
because the Mills bill, in raising the wage base from $4,800 to $5,400
has taken a,juma ) that is reasonable, taking into consideration the
general wage scales in the United States today. It has also gone up
to 9.6 percent, going very close to the line of 10 percent.
To take the King-Anderson on top of the Mills bill would mean raising the wage base to $6,600. MAay I say to you in all deference that I
don't. think that the taxpayers of this country nor the Congress of
the United States want to the wage base raised to $6,600. Yet I do
believe the people want medicare.
Now, we are faced with a choice, and that choice has been put to you
by Senator Williams. I think it was a very proper question for Senator Williams t6Wask from where lie sits, ald I think it has to be very
carefully considered by you before you answer, because. should the
Mills bill be aflppted, Ifwould make the prediction that for the next 10
years there would be no such thing as medicare in the United States,
which would be a great tragedy to the 18 million people over 65 who
desperately need health care for the aged.
Senator'WILLIAMS. I thank the Senator from Connecticut. for his
observations, and I might say that that is the basis of my question and
the reason that I was pressimig for an answer. I did feel that this was
a question which the administration had to face, and I thought it was
one to which this committee and the Congress was entitled to an
answer.
As I understand it, the King-Anderson bill added to this bill would
add another eight-tenths of a percent increase in the tax, and it would
bring the wage tax to 10.4 percent. And I understand that even you
have recognized that 10 percent is the ceiling.
Now, I am asking this further questionSecretary CrLFBiREZZE. I have never stated that 10 percent was the
ceiling. We naturally want to keep the tax rate as low as we can, consistent with meeting the needs of the people, but I said repeatedly that
I can't sit. here and make a commitment for the future as to whether
the rate should go above 10 percent.
Senator W ,iLLAIMS.I appreciate that.
Secretary CELrmtEm zzr. But we are trying to keep the rate down and
accomplish our purpose within a reasonable means.
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Senator IVILLIA\31S. Others want to ask questions, and I just have
one other question.
In your te:tilioiiy, you are recommending the adoption of the KingAnder!-on bill here today. Are you recomnniending that as a substitution for the House bill or an addition to the House bill ?
Secretary (0rmmu.zz. I am recommending it as either a substitution or an addition. We would go along with either.
Senator iLLIAMtS. Which would you prefer?
Secretary CErrLEBREzzi:. I f I had a choice between the King-Anderson
hill and the I louse bill, I would choose without any hesitance whatsoever the Kin!X-Anderson bill.
Senator WILLTA-31S. Well, which would you prefer that this committee accept: the King-Anderson bill as a substitution, which would
thereby hold it )elow the 10 percent, or would you prefer that this bill
be l)assed out with the King-Anderson bill as an addition to the House
bill?
Secretary CErEnBLEZZE. I would prefer that it be passed out as an
addition to the King-Anderson bill.
Senator wnmVirars. That would have been the last question. I)o
you think that, the Kerr-Mills bill has been a. success?
S ecr-et ary CL:m,:ZZE. The Kerr-Mills l)rogramn has been a success
within limitations, Senator Williams. Not all States have it, as you
Ju1ow. And as I say, the States are now getting to the position where
it is becoming rather expensive.
As I said in my opening statement, Kerr-Mills has its proper place,
but it is no substi tute for hospital insurance for the aged.
Senator WILLIAm S. I appreciate that, but I just wanted to establish
for the record that you atre not advocating the repeal of the KerrMills bill.
Secretary CELEBr-zzE. No, I am not advocating that. As a, matter
of fact, in my opening statement, I think I said that the King-Anderson bill would relieve 40 percent of the medical assistance cost to the
States, which they could use to beef up the Kerr-Mills programs.
The CIIMRM,\. Senator Smathers?
Senator S.MAT Rs. Mr. Chairman, I wonder if I might pass temporarily. I have not had an opportunity to read the statement of the
Secreta'rv.
The CitAm.:r.\N. The Senator from Illinois?
Senator 1)ouarms. Thank you very much, Mr. Chairman.
Mr. Secretary, I am very glad you are taking the position that you
are taking on health care for the aged. I noticed that in the text you
refer to this as hospital insurance, yet you also endorse the KingAnderson bill.
Now, the King-Anderson bill, of course, is broader than mere hospital insurance. It includes nursing home care and some form of
musing in the home. Do you stand on this-on nursing care in the
home and nursing homes?
Secretary CELEBREZZE. Yes, we stand on that.
Senator DoUGLAs. Let me say for the record that. I very frankly
thiink that nursing home care and practical nursing in the hlome may
he.more important than hospital care itself, because we do not want
Ihe. hospitals to become warehouses for the senile aged. I have always
felt that, possibly the King-Anderson bill (lid not have sufficient stress
-1
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on these two features: nursing home care and practical nursing in the
home, and perhaps had a little too much stress on hospital care.
What is your estimate on the cost of this whole program ? Eighttenths of 1 percent?
Secretary CELEBREZZE. Eighty-five hundredths of 1 percent.
Senator DOUGLAS. 0.85. Five-sixths of 1 percent. On a base of
how much?
Secretary CELrBREZZE. The wage base?
Senator DouGLAs. Yes.
Secretary CELEBREZZE. A wage base of $5,400.
Senator DOUGLAS. $5,400?
Secretary CLEBIWEZZE. Yes.
Senator DOUGLAS. How much protection could you give for four-

tenths of 1 percent; that is, above the l)resent maximum which will be
9.6 percent. For four-tenths of 1 percent, how much protection could
you give.
Secretary CELEBREZZE. I will refer that question to Mir. Myers, the
actuary, who has the figures on it.
Mr. MNI-Ets. Senator Douglas, if you had available only four-tenths
of 1 percent of payroll-that is, for the employer and employee combined-it would necessarily have to be a very limited program of hospital benefits.
Senator DOU(GLAS. I understand. The question is, how limited?
Mr. MYERS. As compared to, say, hospitalization for a 45-day maximum with no deductible
Senator DOUGLAS. Well, the King-Anderson bill has 90 days with 9
days for deductible at $10 each.
Mr. MYERS. A 9-day-deductible, the Senator said?
Senator DOUGLAS. Yes.
Mi-. MYERS. Of course, depending on how much deductible was included, it could vary considerably.
Now, first, if I could give a set of provisions without a. deductible,
then I would give it with a deductible. If you had no deductible at
all, you could hardly have a program of more than a maximum of just
10 clays for four-tenths of 1 percent of payroll. You would have to
put in some deductible to have i more meaningful maximum duration.
With the $5,400 base, you could have a program-and you realize
there are many combinationsSenator DOUGLAS. Yes.
Mr. MYERS. One combination would be a 30-day maximum duration
with a 6-day deductible.
Senator DOUGLAS. What about nursing home care?
Mr. MYERS. A limited nursing home provision as in the KingAnderson bill doesn't add too much more cost. So that by cutting, say,
the 30-day maximum to a 25-day maximum, you could have a certain
amount of nursing home care.
Senator DOUGLAS. Then, I take it what you are saying is that a full
King-Anderson program would require here that the rates go up to
10.4 or that the base be increased.
If the base were raised to $6,600
this could be done at approximately 10 percent?
Mr. MyYEnS. That is correct, Senator.
Senator DOUGLAS. If the base were raised to $6,000, what would be
the cost?
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Mr. MYERs. Well, with a base of $6,000 and using up to the full 10
percent of the combined employer-employee rate, you could have a
program, for example, of 30-day maximum with a 2-day deductible,
and with some nursing home benefits.
Senator DouGLAs. What about practical nursing?
Mr. MYEs. Or home health services. I don't know whether they
would be practical nurses, or registered nurses.
Senator lDouGLAs. They don't have to be registered nurses to be
effective. They could be under the supervision of nurses, but the
nursing would not have to be (dine by registered nurses. That is
pretty expensive.
Mr. B3ArLL. Senator, ?could I point out one thing on the wage base
that you are exploring
One possibility is that you might put in a $6,000 wage base for
1965 right away, which actually is the amount that would be needed
if one were to restore the situation that existed in 1958, the last time
the Congress acted, and then taking into account the treld of wages
Senator DouGLAs. There has been an increase of roughly 25 percent
in wages since that time.
Mr. BALL. And if you made a projection on wages, $6,600 would
be the coml)arable figure in a few years. If the law were to provide
later for $6,600, not right away, but in a few years when wages would
have risen to that level-that two-step approach, with contribution
rates of 5 and 5, or a combined rate of 10 l)ercent these, together, are
sufficient to support the benefits of the King-Anderson bill.
Senator DOUIGLAS. I don't want to steal Senator Ribicoff's thunder,
hut it is well known that he has informally made a suggestion, not
as an alternative to King-Anderson, but as a second line-of defense
for Klino-Anderson-namely, to give to the insured person the choice
as to wriether they will take the increase in benefits or accept some
form of hospital and nursing care. I take it that you said that was
your second choice also, Mr. Secretary ?
Secretary CELEBREZZE. Yes, sir.
Senator DOUGLAS. Have you worked out cost figures for such a
limited plan, assuming a maximum of, say, 60 days of hospital care
and a corresponding cut in nursing care, home service care?
Secretary CELEBREZZE. We can work those figures up for you. We
don't have them available right now.
Senator DOUGLAS. And you will work in cooperation with Senator
Ribicoff ?
Secretary CELEBREZZE. Yes, we'll be happy to.
Senator I)OUGLAS. This would give freedom of choice to the individual as to how they wished to take their benefits, whether in cash
or in hospital and nursing care.
Secretary CELEBREZZE. Yes. The individual could determine
whether he wanted to take the cash or be covered under the hospital
care provisions of the act. ie would have a choice.
Senator DouGL,As. This is a question which perhaps might more
properly come from Senator Ribicoff. I hope you will forgive me.
Senator RIn1cCOFF. I am delighted that you have entered this discssion, Senator.
Senator DOUGLAS. At what point in an insured person's life would
lie exercise this choice?
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Sixty-five.
Secretary CrLnrP~rzzr. Sixty-five.
Senator 1)o!Cor.xs. Sixi y-five? Could the choice be revoked or altered after (5?
Senator RiBICOIF. It has to be at 65 once and for all.
le couldn't
change it.
Semator t)otoim.xs. It would simplify administration very much.
Senator Rimicorr. Yes, it would.
I think, to kee) the record clear on this, since you brought it upand if I may proceed, Mr. Chairman-it is not, my intention to offer
my pIroposal at this time because I am basically for the King-An(ierson
bill and slall fully Sul)port it on the floor. However should the
King-Anderson bill run into difficulty, then in all fairness and candor,
I would say to you, Mr. Chairman, that I would offer my proposal as
aI secolId line of defense, because I am deeply concerned as indicated
by the line of questioning with the Secretary as a result of Senator
W;illiams proposal, that should the Mills bill become the law of this
land, t len for all practical purposes , for the next decade, we would
not. have medicare. Personally, I think medicare is so important
that this fight must be made, and we should not use up the precious
balance of what we have left, and I say that we can use it in a very,
very tight tax situation.
As I told the committee, I have this proposal, but I would not offer
it now becallse I am for King-Anderson and will only Myer it if
King-Anderson does not- prevail oil the floor of the Senate.
Senator Sr.TIiERIS. Would the Senator mind if I asked him a
question ?
Senator RIIICOFF. Please do so.
Seiator S ~rArim:ims. In the light of what the Senator las said, presinnilg that the King-Anderson bill, as you express it, ran into trouble
oil the floor and was not adopted, and thereafter the RibicoiT amendment ran into trouble oil the floor and was not adopted, would your
position then be that you would oppose theMills bill?
Selator l1inu'or'i'. 'Yes, I would. I think the Mills bill gives the old
people of this country a "mess of pottage." I think the Mills bill
is a snare and a del6sion. I think it is a tragedy to use up these
precious few pennies that we have to give an aged woman 80 cents a
month, and I think the American people must be alerted to what
they are using up out of the precious resources of the social security
tax base.
I was disappointed in the Secretary's proposal, or in his answer
because, contrary to the Secretary's position, I would oppose the Mills
bill if the Mills bill was all that'we had. I think that we must make
a fight to save these precious few pennies for health care for the
aged uider social security.
Senator Dourums. I would like to make just one other comment
and get the Secretary's opinion on it, and that is about nomenclature.
The term M"Aedicare," I think, was attached to the bill when it was
sponsored )V Representative Foran(l. UIp to that ilhe is it not I 'rue
that the bill included not only hospital nursing care but mIedical and
smr1aiial care?
S.o ('('t ory ( ET.:a:ZZE. Jmmst su rgical cmI
re.
Mr. ('omI.:m*.()nly smgical care.
Selator RiicoiP.
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Senator DoUGLxs. Only surgical care, not medical care.
But it did have an element of doctors' services and, therefore, could
properly have beeli called Inedicare.
Now, the King-Anderson bill has been stripped of surgical care.
In the interests of correct understanding, wouldn't, it be correct to
refer to it as "health care for the aged" or "hospital and nursing care
for the aged," so that we will not overstate our case?
Secretary CELIBIuZZE:.

That is right. We don't call it "inedicare,"

we call it "hospial insurance for tlie aged."
Senator l)ouis.
But it, includes nursing home Care and home nursing as well.
Secretary CELEZZE. Yes; aud the King-Anderson includes
home care as well, yes. "
Mr. JL\l. I think, Senator l)ouglas, t lint the t er "hospital" is used
simiply.I.
because the hospital beijetit is the central Ibenei, and in tie
Iliiig-Anderson bI-nefit provisions the other beiieits are le-ss exl)ensive
subst it ttes for hospit al care. But perhaps the aimie Oil ltto be longer
to make sure that )eol)le understood that. there was nursing home care
in it, too.
Senator I)oucm.,s. I would use "hospital and nursing care for tile
age(d."
Also, I wonidered if you would comment about this observation of
miine, t hat there may be all undue conceni rat ion upon losl)ita I care in
(he bill. IIospital care, of course, is the most exlpensive form of care
hat, there is, but nursing lionie care is less exl)ensive, an(d practical
nursing in thehome is still less expensive. There are a (u eat minany
aged people who are somewhat incapacitated, semisenile. To put them
in hospitals, although they may prefer to be there, is a very expensive
proceeding. In ninny cases, they could be taken care of initHlir own
hone with a practical nurse ui(ler skilled supervision coming iin
once
a day, to get them through the day.
I wondered if these genltlemnen would be willing to comment on the
emphasis within the proposed system. Should there be more iii the
direction of nursing home care anld practical nursinog in the home as
compared to hospital care. Have you thought of that at all ?
Mr. B.I,. 1 think, Senlator, tliat the reason that the hospital )elefit was the one that was selected was really because of the same line
of reasolillg that Selator Long was qestioning is about earlier, and
hat is that the people who have a heavy medical cost to bear in a
give! year that they can't absorb into t heir regular budget--as selfinsulrers, you might' say-nre usually the people who have a spell of
hospitalization.
I might just give you a few figures on that for the record, Senator.
If you take couples in the United States over 65, those who have no
hospital experience duirinig a given year have, on the average, total
medical costs of $233. But if they have a spell of hmospitalization, then
the average for themn for all of their me(lical care is $1,220, of which
al)out half is the actual hospital expense.
Comparable figures for single l)eople are, if they are not in a liospital, $131, an)d if they go to a hospital, $1,038.
So the main philosophy, in this package of proposalss w'as to select
the sitiuations in which lpeol)le would have big and unl)pedictable expeases and then cover a major part of those expenses.
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Senator DouGLAs. IIn other words, this more closely approached the
catastrophic situations?
Secretary CELEBRIZZE. Yes.

Senator'DouolAs. Well, this is perhaps a matter for administration. But I was distressed ill going over the estimated costs of KingAnderson to find that so small a fraction, a very small fraction, of the
total cost was allowed for nursing in the home. Could not the administration of this measure be directed to hurry the exit of people from
hospitals into nursing homes, and from nursing homes into practical
nursing. This is the tendency in hospital administration now. In the
old days. peol)le used to go to the hospital and stay a long time. Now
the effort is made to get them out of the hospital as quickly as possible.
But the exit is delayed, of course, in the case of hospitals that would
like to hold on to them because they are paying guests.
Mr. COHEN. Senator, I think we had the same colloquy when you
were here a couple of years ago. In the meantime, of course, the administration did send ill) a prol)osal, which has now passed both
Houses, to increase Hill-Burton grants toward long-term care facilities by $30 million. In other words, we found it necessary, in order
to accomplish the purpose, to )uild more of these facilities, because
obvioiisly you can't use the services if you don't have the facilities.
Senator I)otvLs. I know. But then, you have got to have some
means of paying for the care for the people in the nursing homes.
Mr. COHlE'. That is correct.
We (10 have provision for nursing home care, as we pointed out in
the bill. We agree with the objective that you have in mind, and we
have tried in the interim to provide more facilities and to increase
provision for visiting nurse services in the bill.
Senator ])ouC.LAs. Well, I am still somewhat appalled I)y the distriI)ution of costs within the King-Anderson system, that is all.
Mr'. COIIEN. I would say one other thing: Of course, there still is
not. an adequate amount of home nursing services available in the
United States.
Senator h)OUGLAS. But if you provide the financing for it, you will
get the services provided.
Now, one of the things which developed, of course, in the war, was
that you could take unskilled youngsters and make them into hospital
or(lerlies in a relatively short period of time. They would ol)erate
inder the direction of registered nurses, but the registered nurses them-

selves would do very little actual nursing. Tie corpsman, in effect,
would (1o the major portion of the physical work, but under skilled
supervision.

I think you can take a large number of women and makes them
nurses' assistants, and this would 1)e must less costly than if you tried
registered nurses doing all of the work.
Mr. Corn. That is correct. And we have, for instance, for the vocational education bill, attempted to expand the whole training of
pract ical nurses, which I think fits into your idea.
I think there are two parts to the problem. There is a provision for
the education and training of the manpower and womanpower necessary, aid then a financing arrangement to pay for the services, which
is. in principle, embodied in the bill.
Senator DoroiAs. T don't think von have made enough allowance,
if I may say so, in the allocations for either nursing homes or nursing
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in the home. I would be willing to see the hospital provisions cut
funds thrown over to the other two branches of the system.
down and
That is all, Mr. Chairman. Thank you.
The CHAXItRAN. Senator Carlson?
Senator C,\nLsox. Mr. Secretary, 29 years ago, in 1935, 1 was a
member of the House of Representatives, and we passed the original
Social Security Act. I well remember some of the debates and I remember the $3,000 base figure.
I have followed with great interest the program as it. has gone
through these years, and I think for the record we ought to have the
various basis for the number of increases during these past years, for
the increase in rates and also the increase in benefits. I think it, would
be helpful for the record when we get into it. I am sure you can
supply it.
Secretary CEL:Ei3mZZE. Yes; we will supply it for the record.
(The following 1)ampllet was subsequently supplied by the Seeretary :)
TiE HISTORY OF THE SOCIAL SECURITY CONTRIBUTION RATES AND TIE LIMIT ON

TAXABLE ANNUAL EARNINGS
The Social Security Act of 1935 fixed the contribution rates for employees and
their employers at 1 percent each on taxable wages for the calendar years 193739, and scheduled the rates to increase by steps to 3 percent each in 1949. However, subsequent acts of Congress extended the 1-percent rates through calendar
year 1949. On January 1, 1950, the rates rose to 11/2 percent each for employees,
and employers, as provided by the Social Security Act Amendments of 19-17.
In accordance with the Social Security Act Amendments of 1950, the 1,i-percent
rates remained in effect through calendar year 1953, and, on January 1, 1954,
rose to 2 percent each for employees and employers. These rates remained In
effect through December 31, 1956. In accordance with the Social Security
Amendments of 1956, the 2-percent rates rose to 21/ percent each on January 1,
1957, and remained in effect through calendar year 1958. On January 1, 1959,
the rates rose to 21/., percent each, and on January 1, 1960, to 3 percent each, as
provided by the Social Security Amendments of 1958. These rates remained
in effect through I)ecember 31, 1961. In accordance with the Social Security
Amendments of 1961, the 3-percent rates rose, on January 1, 1962, to 31/8 percent
each for employees and employers, and on January 1, 1963, to 3% percent each.
Beginning g January 1. 1951-the effective (late of extension of coverage to selfemployed personm-the rates of tax on self-employment income have been equal
to 11 times the corresponlding employee rates, except that beginning in 1962 the
resulting rate'o for the self-employed are rounded to the nearest 10th of I percent.
The tax rate that have been in effect since 1937 and the maximum amount of
annual earmngs to which the rates applied are shown in the following table:

Calendar years

Maximi
taxale
allohunt of
tlllli~aI
earnings

('ontributlon schedule
(percent of taxable earnings)
Employees
and
employers,

Selfemployed

ea;ch

1937-49 -------------------------------------------------------.
I'Vr.---------------------------------------------------------19,1-53 ------------------------------------------------------W,54---.------------------------------------------------------955-56.-----------------------------------------------------1957-58 ------------------------------------------------------1959 .-------------------------------------------------------1960-61 ------------------------------------------------------1 2 ------------------------------------------------------1963 ---------------------------------------------------------

3,000
3,M0)
3,o m
3. 6W
4.200
4. 20
4. W)
4. SW{
4. SO
4, 80)

1

..............
-------2!/4
2
3
2
3
21,4
3alj
331
2!
3
4 i
4?,o
3'O
30
51o
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If 11.11 11865 Is enacted the following changes will be made in the maxiumm
taxable amount and in the contribution schedule:
Malxilinlll taxable
alllollit
of alllnual
.arilitgs
Calendar years

196.-7 ---------------------1968-70 ------------------------

1071 --------------------------

_

Employees and emi)loyers, each

'resent
law
19055---------------------------

Contrib tion schedule percet of taxable
earidngs)

11.5. 11865

Present
law

1II.t. 11865

$4,800

$5,400

3.625

4. 125

3.8
4.0

4,800

5,400

4.625

4.5

4,800

5,400

4.625

4.8

4,800

5,400

I

Solf-cvilploye

Pre.'nt
law
5. 4
6.2
i. 9
6.

11.1Z.11865
.7
6.0
6.8

7. 2

Senator (.ursox. TheIn I heard you this snorning begin to talk
aioilt $(;,0, and I alio Iieard yoU nici ion 1)l)ereent, that it might be
a nllaximmil, which I voul be hopeful would be the maxilnum) but
I am no thsat optimistic ill this program.
Se(retarv ('msiEAmizzr:. Let, me make my position clear O tihe 10
pierce lt. I Nave never said that there was anyt hing illagic about 1(0
l)er'ven. I said itis desirable in all tax bills to keep tax rates as low as

possible, bIut I see nothing magic in 10 percent. That is a question for
the Congress to determine at a particular time. Today, we may believe

that. 10 percentt is an awfully high figure, but, conditions may change
in the next. decade or the next, 20 years, and you have to make a judgment at that. )articular time with existing conditions.
That is why itis difficult to predict sometimes.

You don't know

wAt, all the conditions are going to be when you are called upon to

make a. decision.
Senator CGia,sox. Well, I share your views remardin' that. I hoel
itis10 percent, myself, but I don't have much faith itis go-oing to be
10 percent and that the base pay will be $5,400 if we g'o thilough and
continue to expand this program.

I would also like to have placed in the record the tax rates l)roposed
in the medical care for the aged amendments, compared with the present law, and showing the rates for 1965, which go up to 1971. Under
the present law. in 1971, the employee and employer tax rate would
be 4.625 each: this rate in the House bill would be 4.8 in 1971. Under
fhe Gore amendment, which is the King-Anderson bill, it would be
5.2: and under the Javits amendment, 5.005. T would like to have this
table placed in the record as a part, of the other requests made. as to
what has been happening to the program.
(Tle tax rates table referred to follows:)
Tax rates. l)'OpOsed in medical care for the aged amenidment.9 for both employees
and emplo!ees
[ln percent]
I'resent
law
1M5 --------------------------------------------------

1061-67 ------------------------------------------------.
194q-70 -----------------------------------------------1971---------------------------------------------------

5Iomne hill,
(orp
,Tavif
H1.11865S u~nhenuunmn
No. 11I7A8~No. I1163

3.411,215

3.R

4.2

4.0(5

4.125
4.1125
4.625

4.0
4.5
4.8
,500

1.4
4.0
5.2

4.20'5
4.705
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1zilnn interested ill
your l)ro)posal, that Sena tor

oIIo(r wenl it o. You are o
u)
1eing1 lvield here, are you iiot t ht is
(ioto
;P
li H'ew illIhis )rogranil vhen you take in Ihose people 70

old and older by really-reduci
thllie
co\ ruge required ?
Secret aryiiV ( 'EInII.:ZZE. Tlinat again Ias included by tile ILouise Ways
and Means ('01imiittee. Thle committee voted to put, that in.
.'enator C.NiLsoX. )id the I)ep.ailmeit recommend this?
Secretary Ci:mEZZI:. No, he I)epartment (lid not recomined it.
blt whei ii"
was voted in,we didn't oppose it.
Senator C'Aasox. You "Ire not opposed to it no\\', if we include it ?
Secretary CNm:mu.:zzux.No.
Senator (1 .nrsox. It. is an interesting suig"estioll, and I can see
o-Teat
possibilities.
I share the views of Seiator Long.
I Secretary
(0.i:mu:'zzi,. I c(a defend the position of
-tle conuillttee
lilole il this iistilne thanI I could deflen Semntor Long's proposal,
wecu-se I Ie. in(ivi(huls have )eefl covered. Thev all have had some
social security coverage. 'h'luey didn't have
years

six qm,1ters, but some had

live, soime had four n(1 some had three, and the Ways and Means Comujittee drew tile line there; they said anybody in this age group with
three quarters of coverage should get benefits. Senator Long would
give
people
(lol't
any coverage,
quarters of coverage, the
b~enefits+.
Sothat
there
is a have
(lis+tinction
bietween,any
i lie two.

Senator C.uLsoN., This is very trute. There is a distinction bilt isi't
lhe next logical steel)to include them ?
Senator BC2;N.-:'IT. Ylou would make it covered with two (uilarters of
Cov'erIlge, olne qurter of (ovage, and then 24 hoirs of coverage, so
tIat, tIere is a token ol)edience to the principle established in the law.
liut we ilvenalready llssed the )oilt whereSecretarv
iliuEzzi. Except that. il tihe long rull yol are getSing' almost coniplete (overage ilde!' the social security p)rocralli for
yveasl'Slleld, so i hat almost everolle will have contribuited to(
i lie progl'ui long enoiughi to he iiisured| even when flie requirement becomes
10 veal's of coverage.
Sellator C.JiLsox. It Seeils to lite
that is ailarguim1liAenIt whIi they
should he included, liecause that group) of people is gra(lhlallv going
liltf, and( they are folks wNil lad 110 ol)1)ort iiiit to g'et under t he social
se!rIty li'og!'aiii ialthinking of the self-employed. I aiml thinkilig of people in griCult lure. Tliey contribute to the cost of these prograins indirectlv. This is not just a tax |ill(lil Oil tle enlplover anl
('liiployee. It is a burden lii tlie conun'ers illt his country. It seems
to millint-

Secr'etarv Crli.ilmI'zzl,. Most of fhiese people that vn ir referring
to are inlder sonic sort of Stiate prograln. Tle mones
lo pay benefits
to thelil 'oul(d have to come, out of general revenue funis: they
cOild(n collie out of social Seclrity trilslfunds. So ill most instances
what you would )e doing is sust itilling Federal fllds foriState
fiids, since iany of their are1, drawing sone sort of assistance uiiider I
Stato plan.
Mr. BLL. Senator, youl might want for the record some figures to
illust rite, what tie Secietary wvas just saying. The effectiveness of social securitV coverlgo now aml11ong tile agedl has gone so far that tile
gro 1) we ure talking about has gotten smaller and smaller. We are
nloW dealing with a problem of from 13, to 2 million people,depending
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jlst wihat group you would blanket in. Within the group
800,0() to 900,000 are receiving old-age assistance from the States.
Blanketing in at the minimum social security benefit would not remove
very many of those people from the assistance roles. Wie estimate
maybe, 18O,000 might acvally be removed. Most of them would he
just. getting their money partly from one source and partly from
UH)Ol

111101 elr, and still would have to be on State old-age assistance, and
would have l)artly shifted their source of support from the Federal-

'State program to an ent irely general revenue program of the Federal
trying to say is that tile situation has changed quite
a
lot, since tlie ol (lays, in this issue of blanketing in. I think there

Uovermnent.
What I am

was l)erlpsa)S more merit to the idea at an earlier stage and that now

weSemiator
are getting
to a very
situation.
(-.uuso,.
N diminishing
you are going to put 400,000 in that that
wouI~l qualify under this proposal.
Mr.
The i llree-quavlers l)ro)i'ion : yes.
-lx,.
Senator (.\msoN'. That is right; 400,000.

Mr. BILLT. As the Secretarv sai(l, we didn't really recommendlhat,
ilt liough we are not opl)posing'it.
Senator (>.mmsoN,,. Now, I notice if it passed it would cost 0.01
l)ercet-I don't know too much about percentages. how much is
that ill dollars?
Mr. BALL. $160 million in the first year.
There is another aspect, Senator, that I think you mi-ht want to
kee
that is that
l p in mind il relation to any blanketing-in l)rol)osal, ai
what. the Hlouse provided is a transitional provision. Tihe idea was
that these older people are in the situation that they are ill because
their occupations, or their husbands' occupations, weren't under social
security soon enough. But they are a disappearing group.
The provision waslit made a permanent provision, and it would wash out
after a time.
Senator C,\m,soN. Of course, when we orginially put theim in, we
pumt, them ill whether they had any coverage or not, I mean ally contribution. We blanketed in a great many of them at the beginming of

this program.
M r. BALL. No. Senator.

People have always had to have some
coverage under social security, to get benefits. The minimum has been
a year an d a half-six quarters.
Senator CARLSON. Now, this 400,000 is going to cost $160 million.
How many others would there be eligible if we just took all of them

in, say, 1 million-was the figure?

Mr1. COHEN. Senator, I would like to point out. that what the Ways
and Means Committee did on this amendment was to say that anybody
who did have some quarters of coverage could be. brought in because
their benefits could reasonably be financed out of the regular social

security income. They did not vote to broaden it to people who had no
quarters of coverage, because our recommendation was that benefits for

those people had to come out.of general revenues.

I think that is tie biggest, distinction here, as tile Secretary sail.
People who have some quarters of coverage, these people wit; three,
four and five, could be brought. under and the cost, of their benefits

would be met out of the social security taxes. If you go further an(l

extend it to people who have no quarters of coverage-who never have
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contributedd anythinrg-then logically you would have to pay that cost
out of general reveniesi.
Senator CaLSON. I can see it is ol)enin u) a great field, and I am
not, goiig to compl)lain about this particurar section, because 1 think
there is some merit to it. But is is just another case of where we are
adding to this burden, and now we are talking about p)uttinig the KingAlnderson bill on this particular House bill aiid would the Secret ary
)elieve that we could limit these payments in the future under the
King-Antderson bill so that we could still stay under the 10 percent, if
we should decide to do it?
Secretary CzuiIizze. That is difficult for me to say, Senator.
There's sonie leveling off of possible costs and other fact ors iiivolved
tt you.I would have to take into consideration. I think where we went
wrong in the past is meeting the cost more by increasing the percenltage in tie tax rates rather than keeping a l)alalce between that and
increasing the wage base.
When you voted for the $3,000 base back in 1935, you were covering
all the wages of 94 percent of regularly employed men. Under $5,40,
we woUld Imb
down to about 48 percent: If youi had a parallel sit nation
today to what $3,000 was ill
1935, you wmld be at, $12,500. 1 ami not
iecomnmen(linig $12,500, but only saying that $3,000 in 1935 would be
parallel to $12,500 today.
But the policyy has been to raise the rates and let the wag,'e base
(limin ish in etrect iveness.
Semlator CARLsox. Would you repeat that again? Did I understand
you to say that $3,000 in 193) is the equivalent of $12,000 ?
Secretary CElratmEzzE. $3,000 in 1935 covered 94 percent of the workcrs. Today, to keep the same ratio
Senator DouoLs. You meian the wages, don't you ?
Secretary CEIEmmEzzi. Yes, I mean the wages of 94 percent of the
workers.
Selator CARULSON. Al'. Secretary, in your appearance before tlie
House Wavs and Means Committee, did *youexpress as strongly your
desire for the King-Anderson bill as you have here this morning?
Secretary CELEBIIEZzr. I have made 20 or 22 appearances before tile
11rays aud Means Committee-executive sessions, and we were very
strong for the King-Anderson bill. On the other hand, we did go into
maly other aspects.
Senator Cam,sox. The committee, however, did not approve your
recommendation, did they?
Secretary CELEinu.ZZE. The committee did not vote on either the
King-Aiderson l)roposal or on changes in the Kerr-Mills program.
Senator DoumAs. Would my good friend from Kansas permit, an
olser'vat ion ?
It,is my understan(ing that the King-An(lerson was only turned
(ow by a vote of 13 to 12.
.[r.

0,EN.

No, there was no vote.

Secretary CjrEm.;zzE. There was no vote on the King-Anderson
bill at, all.
Senator DourmAS. Well, I understand there was a poll and the re.suit. was 13 to 12, a very nam'row margin.
Senator Riucom''. Would Senator Carlson yield?
Just to keep tile record straight, to go baelc to the interchange you
had with Senator Williams and myself and now Senator Cai'lson :
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Tie s)-'alled Mills bill that is Piow before tlhe Seiate was not preselited an; an admin ist ration measure ; is that correct ?
Secretary CIrI'I:Imm:zzIx. Yes, that is correct.
Ile bill is what th(
('01,111itteve,' le oil( wit]h.
Senator Riiuconr. Now, the administration went, before the W1av'
and Means Committeo witli the health care for the aged bill, the KlinAnderson bill. correct?
Secretary Ci:r :zz:. Yes. W'O test ified before the WVavs and
Meals Colnliittee, Sernator, on the Kina-Anderson bill, and the Ways
a nl Means Coiun itfee then went into execul ive, session. I am sure you
atre all fainiliar willi executive sessions where we confer and 'o over
Ini-v Iiu.rs. Part of the lime we confrred about, the Kinv-A nlerson bill and, parl of the. time tlie Kerr-Mfills program, and part of
liea tinie an "ic'reaqe in benefits.
Senator Rulco.'. Iow long a, time didl you occupy diseussing
health caro for tie ared unvler social security in all thle procee(lings
be fore the W'alvs and Means Commit tee ?
Secre'arv (Vriuir~z,,: I'd say two-thirds, of th1e time.
Se'lItior R Imcor''. Well, in days or weeks, how mcleh time did that
('\OV

.

Secrel arv ('r;- w.wzz.:. Well, there were 23 separate sessions, execu-

tive csS;los. Asi(led from the public he'arinis,and I think that in most
of t o ses;;oIs. Senator, we would touch oh health insurance andlalso
oloell on other ,iSl)ects of tle bill.
Senator Rm('ov. Out of those 23 dlys, when did it finally dawn
noni,nyou

von werent
mlit
.oium

to get bealli ('nre for tile aiVedl at all,

1uuf ,xet what we now have before us? W~hen did -you conclude lnt?
Secret arv Cr:r.u.z'zu:. That is a. difficult question. I haven't had
-is nuich exnerience as you have hid.
As I sail. the Committee did not vote on it, and the Kinc'-An(lerson
bill is zlill poeidin,,:. as are the improvements to the Kerr-Mills pro.r,,,',a1 illat were before tie. committee. I think it is obvious bv this
6111 that the committee is not going to report out, (he King-Anderson
SentlorlRtIlt"orF. VerO von surprised withIithe bill that did come
out as a substitute for the King-Anderson ?
Secretary Crrauwzzr. Yes. I wotild say lint T wna not only surprised: I was very muchi disappointed when t hev didn't come out

wih-if not the total program of the King-Anderson bill, some sort
of .I hospital insurance program.

Senat'

Rnwtwotvv. In other words, 'all the hearings were bnse(l o
TIhis was the
whole thrust of tlle hearings that were taking place before the Ways
and Mleans Committee ?
Secretary CrtEmFi zzt,. Not all the executive sessions were devoted
King-Anderson or some form of hospital insurmce.

exclusivelyN: to hospital insuranee. We w-ent into benefit increases. In
other worls, we were there in the capacity to answer questions for the
commit tee nd be a- helpful as we could to the committee on whatever
(1II(",t oI5 they asked us.

Senator Rnicovr. Then, for all practical pironoses, what we have
before us is neither Johnson's balm or Celehrezze's babv.
Secretary Crum.uum.:zz,:. No. This is the committee's baby. I will
Stop at tlit point.
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Selator W1XI.LI.'ms. But von have ador)ted it now. I understand
you are willing to adopt it -,syour own child :is lint correct ?
Secret ary C;I-:E'u:iiwZzi. Let no one make a nv mistake about it-I am
strongly and urgently for some kind of health insurance for the aged.
Senator CARJLSoN. Mr. Secretary, as one member of this comm ittee,
I want, to ocet on the record, too, as heinp" very stroll- for health care
of the aged. I wouldn't want the record to indicate any other wav.
I have some, questions as to different program's that will 'he presented
and have been presented and, particularly, the, Kino-An(ldersomn bill
which we have had before this committee at some length. 2 years ago.
I think we ought to get into the record what the Kile-Anderson bill
actually does.
There has been a lot of information put. out in this country to our
elderly peoi)le that it takes care of doctors' bills, any doctors servievs,
it ainkes care of hospital care and nursing care, drugs, and ninny other
things; that, in fact, it is an all-inclusive program. "Now, that is not
Correct, is it?
Secretary CELEBREZZE. Not at all.
Senator'C,\iLSOx. I would like to h,.ve the record sow just exnci l
what an individual can expect past 65 in the Khu'-Auder on bill. If
von hnve it in mind now, I would like to have the record absolutely
clear on it, so that when someone walks into my office and talks to me
alhout, it and says, "WVell, if you had passed that bill, I wouldn't have
to pay my (loctor bills."
Secretary Cvu~iurzzm. There are four types of henefiIs under tle
King-Anderson hill, all rehal ing to hospital a,.nd pr'sin,:" olmes and
home care, and outpatient (liaznostie services. There is nothl ing ill
the Killg-Anderson bill which would pay private doctorss' bills. As aI
mat ter of fact, under the King-Anders;n bill the Government would
furnish no services; it would just pay the cost. You could go to whatever hospital you want to go to. You could choose whatever doctor
von want to choose. 'The bill is limited to hospital and the services T
mentioned and would not, meet the medical doctors' bills or sulgie,
expenses.
I think there has been a. great (leal of confusion on that, hut. there
has also been a great deal of confusion caused by the olher side, who
Pg(o about the country telling doctors that the government
is roilnlX
to tell them who they can treat and who they ca't treat. That is
n fllsehood.
Senator W m,tLts. Mr. Secretary, for the record, would you siil)lv
for tle record in as clear and concise a manner as possible,'the thingS,;
hlat. thIle
Kiinr-Anderson bill wold not (1o, as well as the tlins which
it woild (1o? T think it would h)e very helptil to a lot of people to
u1i(lerstmalld it.
Secretary (0mrLi'vmumzzI:. We have tliat available. We will supply it
for the record.
(The description of the so-called King-Anderson bill referred to
follows:)
lm:sc'rIiI ox o1 "IIoSP
11IO11
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FRI.EIE CHOICE

BlY

PATIENT

GUARANTEE)

The bill specifically provides that a beneficiary may receive services from any
pt rt icipa t inig provider of his own choice.
ELIGIBILITY

The proposal is limited to coverage of the aged because the aged as a group
lhve low incomes and high medical care expenses. Moreover, they are at a
period in life where their incomes and assets are more likely to go down than up.
Their income is. on the average, al)out half that of those under 05: at the same
tie they require three times the hospital care of younger people. Furthermore,
s since most aged people are not employed they have in general no opportunity
to obtain ecoinonical group insurance. The individual or nongroup health insurance that may be available to them is often twice as expensive for the same
benefils-because of higher acquisition cost, premium collection cost, and other
administrative costs-as group insurance would be.
Under the bill, hospital insurance protection would be provided for all people
who are aged 65 and over ai(1 entitled to monthly old-age or survivors insurance
benefits (or to benefits under the Railroad Retirement Act. An individual would
be eligible for hospital insurance protection at age 65 even through his monthly
cash benefits are being withheld because of earnings from work. In addition.
protection would be provided, under a special provision of the 1)lan. to many
people aged 65iand over who are not eligible for benefits under the social security
or railroad retirement systems.
Almost all of the more than 18 million people -who will be age 65 and over
in January 1965 would be protected under the proposal. The few not proteete(d
under the legislation would consist for the most part of retired Federal civilian
employees. who have their own health insurance program, and aliens with relatively short residence in the United States. Of the people protected under the
proposal, about 153% million would be covered as persons eligible under the oldage and( survivors insurance or railroad retirement programs and about 21%
million would be protected under the special provision.
Tndler the special provision, aged people who are not insured for cash benefits
under the social security or railroad retirement systems would ie deenied insured
for hospital aid related benefits only. Uninsured people wvho reach age 65 in
1967 would be deemed to be Insured for hospital benefits if they had earned as
few as 6 quarters of coverage in covered work at any tihne-10 fewer quarters
of coverage than mien of this age need to qualify for cash social security benefits.
For people who reach age 65 In each of the succeeding years, the number of
quarters of coverage needed to ie insured for hospital insurance protection
would increase by 3 each year. Thus the provision would not aplply to women
who reach age 61 in 1971 (or later) and men who reach age 65 in 1972 (or later),
sinc in those years time number of quarters that would be required to qualify for
hospital benefits would be the same or greater than the number required for social
security cash benefits.
The cost of the coverage for aged persons who do not meet the regular insured
sta tus requirement of the social security law would be met from general revenues.
Thus. tilel)rovision of time same hospital benefits for persons who are not fully
Insured under the social security system would not be Inconsistent with the
principles upon which the system is based. Funds obtained through the appli(ation of social security contributions would be used only to Iay benefits of
those who have contributed over a sufficient length of time to acquire insured
status, and over the long run only persons who make significant contributions
would be eligible for Ibenefits.
BENEFITS PROVIDED

Tile bill would provide payments for Inpatient hospital services, followup
care in a hospilal-afflliated skilled nursing facility, certain organized home health
agency services and hospital outpatient (liagnostic services.
Inpatient hospital services were selected as the point of concentration in the
billbecause of the great financial strain placed on people who must go to tie
hospital. Medical expenses for aged people who are hospitalized in a year are
albut five times greater than the annual medical bills of aged people
)],who are
not hospitalized, and hospital costs account. for the major portion of the difference between the health bills of the hospitalized aged and those not hospitalized.
Further. tlie occurrence of hospitalization one or more times in ol age is to be
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eNpected. It iS estimated that 9 out of every 10 people wvho reach age 65 will be
hospitalized at least once before they die; 2 out of 3 will be hospitalized 2 or
more tines. Another reason for placing primary emphasis on protection against
the cost, of hospital care is that hospital insurance is the part of the protection
,arainst health costs on which there is the most experience in this countrythrough Blue Cross and other Government programns--with the result that adequate models for administration are available.
DENEFICIAlIY OPTION
Under the bill, payment would be made for up to 90 days of inpatient hospital
services,. subject to a deductible amount of $10 a day for tip to 9 days (with a
mininumn of $20), unless the beneficiary exercises his option to receive inl)atient
hospital benefits for either (1) up to 45 days with no deductible or (2) up to Pt)
days with a deductible amount equal to the average daily cost of 2, days of
hospital care.
The revisionn under which each beneficiary could choose among three alternative hospital benefit plans enables the beneficiary to select the plan which he
thinks is best suited to his needs.
SERVICES FOR VIiICIi PAYMENT WOULD BE MADE
Hospital scrvics
The proposed inpatient hospital benefits would (except for the de(luctilde
:iiiiouit al)plialle under two of the beneficiary options) generally cover tie full
cost of all hospital services find supplies of the kind ordinarily furnished by the
hospital which are necessary in the care and treatment of its patient. The full
coverage follows the recommendations of the Commission oii Financing of Ilospital Care an(! other expert groups studying hospital Insurance. As hospitals
acquire new equipment, a(lol)t new health practices, and improve their services
and techniques, the additional operating costs resulting from such changes
would automatically be covered under the proposal without need for modiflealion. Thus, coverage would always be ul) to date. Furthermore, this built-in
responsiveness to changing medical practices and needs would provide assurance
that the program would provide the proper financial underpinning to improveluents ii care.
8'4,illcd nuIrsifg facility services
The bill would provide payments for the cost of hospital-affiliated skilled
nursing facility services in cases where a hosI)ital inpatient is transferred to such
a facility to continue to receive professionally supervised skilled nursing care
i while under the care of a physician) needed in connection with a condition for
which lie had been hosl)italize(]. The requirement that the patient have been
Itansferred from a hospital is one of the measures included in lhe bill to limit
the payment of nursing home benefits to persons who may reasonably be presumed
to require continuing skilled nursing care and for whom the nursing facility
provides ani alternative to continued hospitalization.
Hiome h calfti care services
Payments would be made for visiting nurse services and for other related home
health services when furnished by a public or nonprofit agency in accordance
with a plan for the )atient's care tlmt is establishe(d and )eriodically reviewed by
a physician. Since the nature and extent of the care a Iatient would receive
would be planned by a physician, medical supervision of the home health services
furnished by l)aramedical personnel-such as mnrses or physical therapistswould be assured.
Outpatient diagnosticservices
In the case of outpatient hospital diagnostic services, payment could generally
be made for any tests and related services that are customarily furnished by a
hospital to its outpatients for the purpose of diagnostic study. Payment would
ouly be made for the more expensive diagnostic procedures because a $20 deductible amount would be al)plied for each 30-day period during which diagtiostic
services ale fur Ished.
Patient's necd (1(1 CCO1
lonly served
TIe bill provides payments for skilled nursing facility care, home health
SgeiNcy services and hospital outpatient diagnostic studies ill order to promote
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the economical use of hospital inpatient services. In doing so, the proposed legislation would support the efforts of the health professions to limit the use of
hospital beds to the acutely ill who need intensive care anld to make more efficient
use of other health care facilities. Moreover, coverage of these services is coitsistent with the recommendations made by authorities who have studied the
causes an(d effects of improper utilization of hospital care. For example, the
availability of protection against the costs of outpatient hospital diagnostic tests
would avoid providing an incentive to use inpatient hospital services in order to
obtain coverage of the cost of diagnostic services. The availability of this protectios would also give sul)lort to preventive nieicine by meeting part of the
costs of expensive proce(lures that are essential illthe early detection of (lisease.
INCLUDIE:D AND EXCLUDIEII SERVICES
Under I ie bill, payment wouldlbe limited to health services which are essential

elmels of the services provided by hospitals. Since the primary purpose of
lillpllosal is toicover loslital costs and a major reason for the coverage of
other services is to provide econolici(al substitutes for hospitalization, the pro-

posed legislation is framed to Ierinit payment for skilled nlr.sio

facility, h,11e

helilh and
1
hospital outpatient diagnostic services only to the extent that they
could be paid for if furnished to a hospital inpatient. Thus the outer iiit.
on
what the llroposed program would pay for are set by the scope of inplttient hospital services for which payment c1oul(be made. Services covered outside the
hospital are more limited than those in the hosl)ital. Following is a description
of the various services for which payment would be made under the bill.
Room and board
Payments would he 11111defor room and board ifihospital and skilled liursilg
facility a(.0om0io(la 11(1l.
( eueraily speaking, aienniioda tins for whichlpaYm,,nt wi'mid le 1
wo1(1
wuolsist
ld
of roolis (.otaining from two to four bIds.
coveredd accommodalions 11ro described lby number of beds. rather than I le fre(Ilently used designation of "seiirivate.'' The (lifferellces that exist among
hospitals ill the use of tileterm "seniprivate" would create n undesirable lack
if uniformity of benefits l)rovided.
payments (1ld also le iade for more expensive accommnnod:tions where their
use is 11liiialIly in(licatcd. Where priva te accommodations are furnished at tIh(
Imiejlt's request, the payments that would be made would be the equivalent of

the reasonable cost of accominodatlions containing two to four )eds. Room
an1 board would not. of course, be paid for where the beneficiary is receiving care
under a home health plan.
Nursing scrrices
Payments vould cover all hospital nursing costs. lit not private duty nursing.
Private duty nursing would not he paid for since it can lie expected that tile
nursing services regularly l)rovided by hospitals and skilled miu'sing facilities
which would participate i the program would almost always adequately meet
the nursing needs of their patients.
Paymenits for home healtli ser-v'es would only cover part-time or intermittent
nursing care such as that provided by visiting nurses. Where more or less collulling skilled nursing care is neeed, all institutional setting is more economical
and generally more suitable.
Physiians' services
'flie (cst of physiils'
services would not lie paid for under tile proposal except
for tile services of hospital interns and residents in training, and for the professional component of certain specified ancillary hospital services descriled
bblw under "Other health services."
The bill would (over tile cost of the services that hospital ilitcrns .andresidents
in training furnish but only while they are participats in teaching programs
that are all)roved by the American Medical Association's Council on Medical
Eduatiol a(d Hospitals. This coverage of tit,services of interns and residleits
is ili agreclilent with tile generally accepted principle of hospitals playmeit llt
third 111,ies should eliriiute
a fair share toward tI(, hospital costs-in large
lpari'ollsislirig of e(lucatlonal costs-of ilitel5s anmd residelits.
Drug.s

Ilii(ler the bill, payment could be nmde for rugss furnished to hospital find
skilled
(
s'iiing facility patients for their luse while inpatients. The bill would
provide lplYiment for drugs which are 0 llroved by tlie hosdial's plharmacy (0111-
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tiittee (or its equivalent) or which are listed ill flhe'United States I'iarii(opoeia ,. ..National Formulary," "New and Non-Oflicial Drugs," or "Accepted
Dental Remedies."

A hospital's drugs must, of course, ntiet

the standards

estallished by these formularies in orer for the hospit al to be accrelited by fle
Asuliriiance of satisfactory citrol
over
drugs in nursing facilities is provided through the requirement that the nursing
facility-hospital affiliation agreement include provision for standards onluse of
Joint ('olmission oil Accreditation.

drugs.
The drugs prescribed for a patient as part of his home lialth caire woud not
lie whi for under the prolmsed l prograitll. The d('isiOll to exClude the(cost of
duligs fromi hom health service paymlets is pirt of le nire basic dc'i sioli not
to provide (overlge of (rg
and other out patienlt therapeutic costs 111(ler the
program.
The coverage of drugs outside the institutional sting
would, of
.oiirse, a(hd greatly to tile('0.1t of the prgil
iad would present exceedingly

diffiilt problenis in limiting payment to needed drugs and covering the payment
of a iiitlt itude of sinall bills without excessively cumbersonie and expensive
alii inistraton.
Supplies and appliances
I'iii r the IrlosilL, p: yineiit wouli
e tiade fo' supplies a I1
i'i! i l('s so
lonigaS they Vare
Ia itecessl'ry part of le covered heltlh serv itv, i lii ilt
rc''eives. For exmtpile, the use of n wheelchair, ('rutches. ¢or Iiroalhtiv :ppliaices coulI Ie paid for as part of hospital, nursing fo'cilit y. I' hi,,te hovalth
s'lvices but lyments

vould not le madiile for the patient's use of i hse items

lpon l isch:rge from the instiluion or upon comnpletion of tiheL .1ii.ihealth
plan. Extra items, supplied at the i'eqtiest of the patient for his iiel,ieivice,

such as telephones ill hospitals, would not be paid for.
.llifiral Social Sc'rriccs

l'ayments wil

cover the cost of le medical social services ci t ,4a'iarily

furnished int a hospital, as well as such services furnished in a skilii' iursiig
facility or ais part of :t Jome health ltn. Su,,h services often Iierforithe
important function for the aged of facilitating a return to iOlmul life at home.
Other'health services
I'uiy'tel!t \iiiilih lie mn(le for the iwanullq aw
tcilhl
y St'vi'ces &,i![t
iy
filliiished as a1 part of hospital ('are, including varii lls
u
ahorii
iliy
a-:'vi,.,.dlii
N-r:y sei'viies atnd use of hiospi tll equihiliiellt d11(1lier.isoiiiil. A'lniri'i
tlie coYel'd, services would a lso he tihysical,. occupational. andl sieilh Illci;ilY. Payillelnfor an(iciIry services \VOilhl cover ilie costs of ser'vi'es.. ridl'vd Ibyiphysicliis ill four specialty ields-anesthesiology, ra(iology, lhhg.,
"i ihysiatry-where the physician furnishes his series to an injat itt as an iiMliiyee
(ifthe hospital or where he fiuriishe:s theii under an 1111,lt2.tiietiI vith
Ite
ho4lita which specilies that payment to tle h"spital for flie -er'viv'.'
le pi'irforms discii rges all lihlity for payment for the services. Tlhi ., whether the
services of ally latiicuhr specialist ire covered woi(l (hplid i'l
eI i-cly upoi
tihe a rrnlare! dnt letweenitle physi.hi and the hlital.
TI'lii (.hurt lie!mw lists
the specific kinds of hospital and related care for \vliih liylxieii -; ('411ld
be
Inade 1nd those which vould not be covered.
LIMITATIONS ON PAYMF.NT

The bill includes a number of limitations oi lhe payment of hospiaIa ail
i(aled ienelits, primarily because of cotsideraltions of cost anmd lirilties of
1e
deductilih, provisions and the olher lit Iltti0ms (ill
iiont li,.idla anl
skilled nursing home payments
iiuhl
be atliled on
'licuetir ril'"
i
I0,'i.. lin
general, the "lieteit period" would ('oincile wit h the Ilemoli(iiry's ,,liode iof

illness. Underithe 1priliosail,
the ieneit period viiuld ieginl x\-x h the firtl
day
ini vhiich the latIieiit receives inatllielit hosliital s,'viices for vh". .- iilii
s
could ie IIiade ail Woihl en1 after the ('lose (i a tlt)-day lierl dii'ii,: ,hih li
was neither an inililt ent it a hospital nor a skilled lursinig home ;the .0 days tee(l
not be consecutive, but they must fall within a period of not more thani 1 0 colisectilie (lays. This limitation is designed to provide i cutoff pollit illthe paylileill of bellefits for persons who tire lmtore or less ('oliliuoulsly ist
ltialializeil
it
persons \villiout, however, dellying liyllent oi' lo'sonS wIoi zlil'r roeated
(pisodes of serious illness.

Health services and supplies that could be paid for under the Hospital Insurance Act of 1963

Room and board -----------------------General duty nursing services ----------

Inpatient hospital benefits--. Skilled nursing facility bene________________
fits,
Coverage limited to bed and board in a 2 to 4 bedroom or in
more expensive accommodatIons where medically required.
Covered (benefits would not cover private duty nursiag)-

Outpatiet hospital diagnostic benefits.
Not applicable

Ifome health agency benefits.

Not applicable .............

Coverage limited to part tim or inter-

Pliyicln& ervces-------------ot
e~ ecep whre
Physicians" services ------------.........
Not covered except where furnished by an intern or resident-in-training in the course of an
AMA approved teaching program.or-where
services are in the field of pathology, radiology,
anesthesiology, and physical medicine aid the
are rendered through the hospital Services
furnished in a nursing facility by interns and residents-in-training under
teaching program of the hospital with which the
an AMA approved
nursing facility is affiliated would
be covered.
Physical, occupational, and speech ther- Covered ------------------------------------Not applicable -----------apy.
I

Medical social services ................ ..

C overed ---------.. ....

...

Not applicable ............

D rugs ----------------------------------Covered
Other services and supplies necessary to
the health of the patient.

Covered if the hospital eustomarily furnishes them to
its patients.

..

Not applicable (except as
needed for diagnostic study).
Covered if generally provided
by skilled nursing facilities.

Covered if customarily furnished by the hospital to
outpatients for the purpose
of diagnostic study.

ot covered.

ittenit nursing care.
Not covered except where furnishedl

by an intern or resident in the course
of an AM A approved
ig

proTram.

hospital teaci-

Covered.

Covered.
Not covered.
Medical supplies
(other tha-i drugs)
and the use of appliances are covered.
.Also. to the extent permitted by
regulations, part time or intermittent services of a home health aid
would be covered.
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Duration of benefits
The maximum number of (lays of inpatient hospital care for which payment
('-(uld be nade during a benefit period would be 45, 90, or 180 days, depending
uJil the combination of duration and deductible selected by the beneficiary. Since
some patients nee(d extended skilled nursing (.are after hospitalization, a maximum of 110 lays of skilled nursing care is provided for each benefit period.
Under the proposal, as many as 240 home health visits coull be paid for In a
calendar year. The limitation placed on the payment of home health benefits
is written In terms of "visits" rather than "days." Unlike the institutionalized
patient, people receiving home health services (1o not receive health care on a
full-time basis. Iloine health services involve periodic visits to the patient's
home by therapists, nurses, and other professional personnel. The amount of
lomie health service which is covered would be unaffected by whether a variety
of services is offered on the same day or different (lays.
Deductible provisions
lleciieflciaries who prefer "first-dollar" coverage could obtain such coverage
by (lecting ilhe
45-(lay option with no d(eductible. Those who would rather have
lrotectioll against the ('osof lllore exten(led stays and. could budget for a modest
deductible could clo(e-"tho 90-day option or the 180-day option. Under the
90-day option the (l(luctllle amount would be $10 a (lay for up to 9 (lays (with a
minimum of $20) ;"under the 180-day option tile deductible aplount would be
tie average daily'cost of 2 (lays of hospital care.
A de(luctibleamount of $20 is also applied against payments for diagnostic
services furnished within a 30-(day period Irinmlaily to reduce costs and to avoid
processing a large volume of small claims. Thus, the program provides protee.
iol against the cost, of the more expensive procedures-not only the single
(x)ensive test but the.series of tests in which costs add up to large amounts.
CONDITIONS F1OR PARTICI 1TION OF PROVIDERS OF IEALTI sEIuVICHS
One of the keys to. (leterminipg the nature of t!mehealth services which would
be paid for under the proposa is the 'y&ie of in1stit tiollon wh.Vli may participate
Ill the program. Therefore, th question Pit0.what, for purposes of the proposed
program, Is a hospital. a skilled iursilng frcltt, or a home health agency is of
considerable signilcance. Thete are no
v
fiefhly
accepted definitions of the
various healtl facilities. Thb type of ilstitutb-l-provi(ling healtil services on
which there is closest agreemient'on deflitiogif l, of course, the hospital. The
(lefinition of a health institution includoe"within it elements related to the
quality aid adequacy of the services which tile institution provides. For examfie, one of the conditions all institution must meet to satisfy the,American
Hospital Association requirements for listing as h hospital-the same condition
which would have to be met before allinstltutlojl could ldarticilpate under the
program-is 1'ovisiofi of 24-hour, nursing servlc'rendere(! or, Supervised by
registered profe, ional nurses. This is one of the eharacterlstl(s that differelltiates a hosl)ital from olher institutions; ill addition, of course, a1 iInstitution
which does not meeft'tis condition cannot offer adequate services iasa hospital.
The bill therefore spjlZkout the conditions that al Institution Illust Illeet Ill
order to participate in the 15rogram. Tiese conditionloffer somweIssurance that
lartielpating institutions have ti faeilities^l(;essary for the l vision of adequate care. Also, the Inclusion of these conditions Is a precauffiohary measure
designed to prevent the program from having the effect of undercutting the
efforts of the various professional accre(litilng organizations sponsored by the
medical and hospital associations, Blue Cross plans, an( State agencies to ilprove the quality of care in hospitals and nursing hionies. To provide payments,
to ilstitutlos for services of quality lower than tirenow generally acetl)lell
might provide an incentive to create low-quality institutions as well as an1inducement for existing facilities to strive less hard to meet tie requirements of other
programs.
'pccifio conditions for participationof hospital,
An institution, to neet the defllition of a hospital, must (a) be primarily
engaged in providing diagnostic and therapeutic services or rehabilitation services. (b) maintain clinical records, (c) have bylaws in effect folr its Ilelical
staff, ((/) provide 24-hour nursing service rendered or supervise(] by registered
professiomal nulmrses, (e) have Ill effect ai hospital utilization review plaii. fi(]
(f) be licensed or approved umder the applicable local law. In addition, tIhe
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institution must meet certain health and
( safety requirements to he established
IbyI 1ho Secretary of Health, E(dlcation, and Welfare.
These speeihefid conditions provide a basic definition of a hospital and embody
mininium requirements (ofsafety, sanitation, and quality. As such, they are
fully it accord with the established principles and obJectlves of professional hospital organizations. The requirementht tlit
there be bylaws fit effect for the
lItspital's medical staffIlneludedl at tihe speCICI suggestion of releres(,ntailves
of the Amerlcan IHosplitl AssocIation--Is intended to assure that Iho hiospitIal's
staff of plhysicians would be organized in the professionally acceptable milliner
clirileteristl c of most hospiltals. Such It requirement would elolraige tile fullesi: (,ontrlltioi by nedle(al stiff to tile operation of the hospital 1l to to
ti
qualty of medical services furnished by the individml stuff members.
Under Ilie bill. lispitils acredlted by ilie
Joint ('mmisslon oilAccreditiii loll
of I [ospjaits\would be coicluslively presulne(1 to neet ill
tile stattory conditions
for participation, save that for itilizat ion review. However, in tie event the
Joint (onmissio lidopts a requirement for utilization review accre(lied ho'4141als
couhl be presmned to nieet all tle statutory conditionss. Linking the colidIt llns
for pailrelpatm
lo to the requireiiienits of tile Jolint Commission provides assui r.
anine tihat only plrofessloiolly established (,olhltIon would( have to be met by
provilers of health services which seek to participate In tileprogra in.
i!c(lth and1 safety standards
1Iider Ilie bill, Ilie Secretary of IIHAV Ivowld have file authority Io presrilie
conditions in addition to those spe(cifi(ally lIsted (only, however, Il tilie case (if
hospitals, to the extent tliit these conditions have heen lilcerlmloted Into tile re(ul'euuent s iiof
the, Jolit Commission on Accreditation of Ilosplals) where such
additional conditions are found to be necessary In the Interest of tlie he:lilth
ali safety of beneficlarles.q
This authority Is proposed because It- ,ouid ibe
Ihfil)Iirol)rIlit e an(d unnecessary to Ihlu(e Ii it Federal law all of tie I recatlIons
against lire hazards, contagion, etc., whicli should le required of inst I ltt
Iois to
ziiake them safe. Payllient for services in Inst itutions where there are fireuiml
health hazards could seriously undermine tile efforts of State ien'Itih dep art clients
mid professional groups to eliminate dangerous conditions In health
e
Institutions.
States could rcqu ire hIgher standards
The ntilnal nmln1llinil condiltlons for participation by providers of liealth
sev('e ( ould Vary for different areas an(1 classes of institutions. If a Stite de.
e(lled, for example, that all nursing facilities wvItlin Its Jurisdict loll should
satIsfy higher requirements than are stipulated for lise
generally I11 llStu tes and
requested that certain specified IiIglier requlremeits be applied with respect to
Institutions wIthin its Jurisdiction, tile
Secretary of IEW would have the
miuthorlty to apply these State rules lIt tileFederal program. Thus the Federal
prograili could support tle States In their efforts to Improve conditions In lustilutions. In no evelit. however, coul the conditions for particllpatim of hosplials
go beyond those required for accreditation by tle Joint Couiilsslon of Accreditation of HIosliltals.
The States would have the function of al)plying the requirements for partlelpatioslin (lie Federal program to the Institutions withhi their Jurisdictions. In
this way, too, tie States would have the Opportumity to coordinate their current
efforts In aplpralsilg tile quality of Institutions vith functions which would he
pmerforme(d u older the proposal.
The conditions for participation were framed so that medically supervised
rehabilItation facilities could qualify either as hospitals or nursing facitles.
Some rehabilitation facilities are for all Intents and iIrlosevs hospitals aild In
fact solefi are licensed as hospitals. Others fire more lIke skilled( nursing facIlItles t1a11homplitals In tile
extent of their medical superivslon, staffiw, aii(l scope
of service. Au institution of either type, which conducts a program of rehiabilltatIng disabled people. could participate in the prograin by meeting the conditions
specifled in the bill for a hospital or a nursing facility.
Men tal and tuberCetlo018hospitals excluded
Under tie lill, Institutions lrovihing care primarily for mental or {ulbereilosls
patients are excluded from participation. The main reason for this ex(lusi
Is tlit 11o1st of these hospitals are public Institutions and ire siipl'ted by public
funds. Nor did It seem reasonable to cover private llit not )hilh Il nt
i
ltIons.
It should be kept in mind that the care provided by general liospitals to lerson-
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afflicted with mental disease or tuberculosis would be included. If a patient in
a mental or tuberculosis institution were to go to a general hospital to receive
care, the care would be paid for under the program.
Requirement for review of utilization of services
Tile hospital utilization review plan required for participation in the program
must provide for a review of admissions, length of stays, and the medical necessity for services provided as well as the efficient use of services and facilities.
Such a review of each admission of a beneficiary must be made within 1 week
following the 21st day of each period of continuous hospitalizatio, aild subsequently at such Intervals as may le specified In regulations. In the event of an
unfavorable finding the review group must notify the attending physician of Its
findings and provide an Oiipportunity for consultation between the committee and
Ile physician. The utilization review plan of a hospital would also be extended
to Inclu(le review of admissions and length of stays in a skilled nursing facility
which is affiliated or under common control with the hospital.
These provisions with respect to utilization review mechanisms follow the
kind of recommendations for utilization review that have been na(le by lirivate
s l(iy groups, State medical societies, an( State agencies. Tile Wiilizatio review
requirement In the bill provides that not only would hospital staff reviews meet
the requirement but other physician review arrangements outside the hospital
would be a(ceptable for purposes of the program as well. Furthermore, If and
wvhen the Joint Comnission Includes a utilization review requirement for accreditation, accreditation flytileJoint Conmission couli be accepted by the
Secretary as sufficient evidence that the provider meet the requirements of the
Ia w.
(Coidiflon, for participation of nursi i facilities
'To m(e. lit(
dellnitit of a "skilled nursing facility" an Institution (or a
disict part of an institution) must, in addition to being afilliated or mnder
common control with a partlcipattg hospital, (a) primarily provide skilled
nursihg (,are for patients requiring lilanne(l medical or nursing care, or relhaIllitai
services. (b) have mi(lcal policies established by a professional group
(Including one or more lhyshiciast ald one or more register-ed professional
nurses) with a requirement that each patient be under a physician's care, (e) be
under a physisleia's or registered nurse's supervision, (d) maintain clinical recor(ds, (e) provide 24-hour nursing services rendered or sulervised by a registered
professional nurse, (f) operate under tile utilization review plan of the hospital
with which It is affiliated, and (g) be licensed or otherwise be approved as
required under applicable local law. Nursing facilities must atlsoi meet such
conditions esseintial to health and safety as may Ie found necessary. Some
institutions oplrating as minrsing facilities are not engaged primarily in the furnishing of skilled nursing care for patieis vtwho
require planned medical or
nursing care but rather furntish primarily iperson al care.
As hit the case of hospitals, these conditions descrilie time essential elements
necessary for an Institutional setting in which adequate skilled nursing services
are provided. Generally, Institutions which provide skilled nursing services to
flat lents who require continuing l)lamed nursing eare would be able to meet these
conditions. While many existing nursing facilities could not meet these conlitMons ibpcause they generally lirovile, exclusively or primarily, doomniciliary or
custodial care anud not skilled missing care, the proposal would encourage such
fi(llilles to take the necessary steps to qualify.
Ifosp ial affltat Ion rcqu iremen t
The requirement of hospital afilliat lon-lntended to provide assurance that
payment wotild be made only to skilled nursing facilities having adequate medical
supervisin-wll serve to encourage facilities to enter Into arrangements which
many experts in health care believe will have (and where attempted have had)
success lit Inproving the quality of their services. A facility would be deemed to
be affiliated with a hospital If, by reason of a written agreement, (a) the facility
operates under standards, with respect to Its skilled nursing services, clinical
reeor(is and use of drugs, which are Jointly established by the hospital and the
facility, (M) arrangements exist for timely transfer of patients, and (c) the hospital's utilization review plan applies itn
all respects to the services furnished
by tite facility.
The Secretary is required to study, after consultation with appropriate professional organizations, ways of Increasing the availability of skilled nursing
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facility care. Oil the basis of such study, tie Secretary may authorize the paricipation of facilities which, though not affiliated with hospitals, operate under
conditions assuring the provision of a good quality of care, provided such action
(1es not create (or increase) an actuarial imbalance in the trust ftnid.
Con ditiol.9 for part iclpation of /io1c health agrieic.
To meet the delinition of a home health (I'uency an orgmilviition mu4 (a1) he
a publh ageny or a nonprofit organization exenipt from F'cderolI tixuln louullder
section 5-101of the Ini terlil Itevenue C'od( of 195A, (b) lie pritrmirily engnged
it providing skilled nursing or other therapeutic s-ervices, (e) Wive medical
1l1l('es e'tiahlished by a professional group (hincluding one or miore physich'il s
mid on( or more registered professional nurses), (d) maintain clinical r(cird4,
anid (e) be licensed or approved under al)plicable local hitw. As in the ase
Of hospitals and nursing homes, home health agencies would also have to Illeet
further conditions to the extent they are found necessary in the interest of the
health and safety of the patientS.
tiomc health scrvicev covered
'I'l(
conditions for lartclpation of home health agencies are desigiled
prillulrily to provide assurance that agencies participating in the program are
ibsicllly sulpi lers of health servi',e..
'T'll(, hill wolld cover visiting nurse
orgallizntion as well its agenles specillcally e'tllished to provihle i wide
raIlge of organized hOllte health services. The provision ot .-ervievs under quclih
tigechies is now only ill tihe initial Itage of (levelolimlult. The
'
e'v(rvh'e: overed
are
(ased
oni the practices of the agencies now%in existence whicll furnish n
broad riiiige of orgaInliz'ed home health services vhil'li llay blo1)1ud .s ai su stitte, for (onllued hospital a('re. ''h1e,* nagenchii,
vhiile fev and generally of
recent origin, have established excellent record's of operautl) so t lit it. seeIls
reasonable to expect new )roviders of services to ado)t i he patterns (f orgauizttion found successful thus far. These home health vervice agenele. offer primarly visiting nurse services but many offer other therapeutlc services.
PAYMENT

TO

P'ROVID)ERS

Under tie bill, the provisions for paying for eovere(, servh'es follow tle reeoiniiendations of tih( Amerilcan HIospital A's.o('iitlon-tlit i.. payments to
provilders of service would be 11111(1 Ol the basis of the reaOllahle ('11!4 of servTile Secretary wolld ble authorized to develop n metilld or
Ices furnished.
methodll of determining costs and to provide for payment on a per diem, per
unit, per capita, or other basis, as most appropriate under till', rclr1tims'tnes.
The lrinclples for rehnliirsing hospitals d(evelol(d Iy tie Ailrihlln Iospitil
Association provide a basis for determining how costs should be computed. However, since the elemllents of cost are, to soile extent, different for different types
of p)rovilers of health services--for example, hospitals as (ontrasted to skilled
nursing facilitles-a number of alternative methods of computing costs art,
permitted so that variations In practices may be taken into account. Ii computing reimbursement on a "reasonable cost" basis, the program would be following practices with respect to reasonable cost reimbursement already w\'ell
established and a(cepted by hospitals lix their dealings with other Federal and
State programs and witlh Blue Cross.
EXCLUSION OF FEDERAL HOSPITALS

No payment would be made to a Federal hospital, except for emergency
services, unless It is providing services to the public generally as a community
hospital-a rare situation, but the exclusion of such institutions would be a
hardship to beneficiaries In the localities Involved. Also, payment would not
be made to any provider for services it is obligated to render at public expense
under Federal law or contract. The purpose of this exclusion Is to assure that
Federal hospitals would not be used to furnish care under the program as well
as to ovoid payment for services which are furnished tinder other Government programs to veterans, military personnel, etc. Furthermore, this exclusion
would have the effect of reducing future need for Federal hospitals for veterans
and retired members of the Armed Forces and place more emlphasis on the
use of voluntary hospitals for their care.
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EMERGENCY SERVICES

payment could be made to nonparticipating hospitals for energen.y inpatient
hospital services-or emergency outpatient diagnostic service--if the hospital
agrees not to make any charges to the beneficiary with respect to the emergency
services for which payment Is provided. The proposal does not cover use
of the emergency ward for outpatient purposes except where the diagnostic
service provision, subject to the $20 deductible, applies.
A(IIEEMENTS BY

PROVIDERS

Any eligible provier may participate li the proposed program If it files
all agreement not to charge any beneficiary for covered services and to nlmake
adequate provision for refund of erroneous charges. Of course, a provider
could bill a beneflciary for tile aniount of tie deductible, fnd for the portion of
the charge for expensive acconnodations or services supplied at the patient's
request fill(] not pil(] for under the proposal.
An agreement may be ternlinated by either the provider of service or
the Secretary of HEW. The Secretary nay terinate i111 agrevillele t only If
the provider (a)

does not comply with tile provisions of law or tile agreement,

(b) is no longer eligible to participate, or (e) fails to provide dat to detera1ine benefit eligibility or costs of services, or refuses access to flnanclal records
for verification of bills.
ADM I NIS'lJIATION

As il the case of other benefits un(ler the social security system), overall
responsibility for adllinistration of tile hospital and related benefits would
rest with tile Secretary of Health, Elucation, and Welfare. Sillar responsibility for railroad retirement annuitants rests with the Railroad Retiremlent
Board. Agreements by hospitals and other providers with the Secretary would
be made on behalf of both til secretary and the Board.
The bill provides for the establishnilent of an Advisory Council to advise tile
Secretary o1 a(ilnlistratlve policy matters. Tile Advisory Council, appointed
by tile Secretary, vould consist of a chairman and 13 inlellliersNwilo fre not
otherwise employees of tile Federal Government. To assure rel)reseltatiol of
t11e health professions, four or miore members of the Advisory Council would
be persons outstandilg fit hospital or other health activities.
Tile Secretary would also be required to consult with alproprlate State
agencies, national and State associations of I)roviders of services, and recognized national accrediting bodies. These efforts would be especially oriented
to the development of policies, operational procedures, fnd administrative
arrangements of mutual satisfaction to all parties interested in tile prograll.
Tills consultation tit the local and national level would also provide additional
assurance that varyilg conditions of local and national significance are takell
into account.
ROLE OF THE STATES

Under the bill the Secretary is authorized to use State agencies to perform
certain administrative functions. It is expected that the Secretary would
exercise this authority fully, and it is believed that all States would be willing
and able to assume these responsibilities. State agencies would be used in(a) Determining whether and certifying to the Secretary that a
provider meets conditions for participation In the program : and
(b) Rendering consultative services to providers to assist them In
meeting the conditions for participation, in estalblishing andl malahitaining
necessary fiscal records, and In providing Information necessary to derive
operating costs so as to determine aniounts to be paid for tile provider's
services.
State agencies would he reimbursed for the costs of activities they Perform
in the program. As in the cooperative arrangements with State agencies In the
social security disability program, reimbursement to State agencies for hespital Insurance benefits activities would meet the agency's related costs of
administrative overhead as well as of staff. In recognition of the need for coordination of time various programs In the States that have to do with payment for
health care, quality of care, and-the distribution of health services and facilities.
the Federal Government would pay a fair share of the State agency's costs
attributable to planning and other efforts directed toward the coordination of
the agency's activities under the proposed program.
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Whait Is('oitellipiated iII administration of the insurance program is a FederalState relationships under which each governmental entity performs those fituclions f(or
which it Isbest equipped and most appropriately suited. State governIlieits license health facilities and State public health authorities generally inspect these fiailithes to determine whether they are conforming with the requireunents of the State licensure law. In addition, State programs purchase care from
lrovilhers of balth services. Oi tilebasis of exlwiel'Re and function, State
igeii(,jes woul assist the Federal Governnent In (ieteruiinihg whi(h p'oviders
of lienlth sit'rvl(, coniform to lrescrlbed conditions for pa rt'illption. FurherIort. Wire tilt instltution or organization that has not yet. qullfld needs consulta tive ser-vices I order to (leternilne what steps iiay le aiptopriately tackle
to permit qualification, such consultative services would be furnished by the
State heallhi or other appropriate State agency. Ot her tYpes of .onsultatve ser'Vles closely rela ted to conditions of the hospital benefits program or sinilarly
related to State lprogranis alnd requirlnents shoud11 logihcally be )r'OVhldQ for or
coordinated in the State agency. There may, of course, be situatliois where
it '1ate i.s
unwilling or niable to perform sonie or all of these (iertilications and
consultative stv.ces. InI aly such sitllitlon, tileSecretary will have to nuuoke
Ither IivishOs to carry on these activities.
ROLE OF PRIVATE OR(0ANIzATIONS

'i'liv loill would lrovlde lie Olilortlllity for (onshllraildle p1 i Ini' loll(b.y
private olrganizililons III
the adinilistratioi of tile
prograni.
Grollls of lrovildrs,
or aissocintlions of providers on behalf of their members, would be permittedd to
design te api rate
organization to act as an interinedlary between thleiiselyves
and tie Federa I Governunent. The designated organization wvoul det-erinie
the anilollits of uIyI.llents (1110 Il1)Oi
presentation of proVlOer bills and niake such
paylients. In addition. such organizations could be authorized. to the extent
the Secretary considers It advantageous, to perform other related functions
stwh as auditing provider records and assisting it tile
application of utiliz'tlon
safeguards. Such activities are likely to prove advantageous where private
organlzatl(Ins hive developed experlenceo anti skill itnthese activitle.q. 'i'ii(G(oveni iiien t Woulld lprovle(i
(If

a(lvln(ie

of funds to Slll orIgtail-zat11111

for pIl'luoqes

bIenfit jutayiiients and as a working fund for adniiilstrative expenses, subject

to accollnt aid settlement oii a cost-incurred basis.
The prin.ipal advantli(ge hospitals and other providers of swrvlcps wol(l
find in an arrangement of thIs sort wolhl bo that the policies and proehlres (of
the Federal proIgramn would ie applied by tie same private organizations which
ImlIll
nister till' existing health

insurance

prograins fromt whicl

providers 1o1w

receive layilnont,. The particIllation of Blue Cross plans andl similar third-llarty
organizilitions would have advantages tlhat go beyond the benefits derived from)
their experience It dealing with various types of providers of services. Suwh
I)riva t( oranlizotions, serving as Intermediaries *etweei th Coverniuiieut Ind
tie providers. would reduce the concern ,.xpressed by so1e people that the
Federal Goveranment might try to interfere It,
hospital affairs.
OPTION TO INDIVIDUAL TO OIITATN PRIVATE IN.UniANci

A gllding lr iiciple in the fori,ula1tion of the pograin I

file dIsirahtlitr (if

eiiouraghing private Insuirance to play the same conmlenentary role to hosilta l
insurance for the aged under social security that it htis played under the retiremnt.ldeath. and disability benefit provisions of the social security prograln. It
was illpart hlecause of tihis principle that the decision was made to provide a
programs oriented toward meeting only tie major costs of hospitalization. It was
tissined that with social security providing base protection of this forii
bheneftiilries would obtain additional private suipplenientary protection and
private carriers would seek to provide sueh protection. While the hospital insuranee porteetlon that would lie provided by social security would be significant and substantial, It woul not cover all of the health costs that are capable
of befluinsured against,
Under the bill, therefore, the Secretary would be required to consult with and
furnish assistance to providers of services, private Insurance carriers, State
agencies. and other appropriate private and public organizations in order to encourage and hell) them to develop and make generally available to the aged supplenientary private insurance protection.
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SEPARATE TRUST FUND

1'ndr tileproposal there would be a separate trust fund for Ilie hosidal
Insurance programs, fitaddition to tile present old-age and survivor's in."Il'all.e
trust fund and the disability Insurance trust funtd. Under the p)op)sed litw,

hospitaIl insurance benefits coul be paid only from the hospital insui nwlce Irist
funi, just as under present law disability Insurance beneiits can he p1id oijly
from tiledisability Insurance trust fund. Payments made oilbelhilf of jpeirsous
wiho are not eligible for social security or railroad retirement benefits would not
be made from the trust fund but directly from general revenue of tile Tr asurv.
EFFECTIVE DATES

servess
Benefits woul be payable for covered hospital and related liviith
furnished after January 1, 1965, except for skilled nursing fMcility sivices fmr
which the effective (late would be July 1, 1915.

The CHAiRMAN. Senator IHartke?
Senator IMIrTKE. Mi'. M[ayor-I cli yolu "Mayor" b'callse I ail1 a
mayor, too, I think tlat is a higher title than "Senator" at tle moment.
At least, as one that is real close to the people, you have had a hlalice
to be close to the situation.
Let me ask you: About 20 million people would be covered by the
bill, right?
Secretary CELEmu,:ZI;. lltat is right, roughly ; 19
lm . .o.
Senator 'HAIt'r:. Are these people lit the present time receiving
tile dollar benefit that they received, say, at tile time that the last
increase went into effect as a result of the increased cost of living-for
getting the bill? At the present time, are t
recil)ieflts receivilig
tile same dollars in purclasing lower that they were receivingr at
tile time of the last increase?
Secretary CEnEZZa. No.

Senator'III'rrK. So, there isn't any questionn about it th-it there is
a need someplace along the line here for some type of adjustment
for benefits; isn't that true?
Secietary CELtnu:ZZE. That is |irue.
Senator HAliI''KE. My son told me, 'whenI ex)lailned to him what
the maximums were under this new bill, lie said, "my goodness, is that
all,?"
Frankly, this is not a great bounty for any individual even under
the best of circumstances under the 1ew bill; isn't that true?
Secretary CELEIiEZZE. That is true. It is our contenitioll that you
would be doing much more at this time by passing a hospital insurance

bill
rather thai a benefit increase, beCaiuse, itsthe Seator says, you
can't get excited over someone receiving 80 cents a month more.
Senator IIAIn'(. But that is not true, eitlter. That is iii it, but
tile higher percentage increase does really make a material difference
iil the total amount of benefits that go to some of tbese people. That is
the other end of the totem pole.

Secretary CELEBI{EZZE, There is i range from 80 cents to $6.401 a
montl.
Senator HARTICE. So, it is no more fair to say 80 cents than it is to
say that this rovides everybody with $6.40 increase.
Secretary CELEBREZZE. The point I was tliyng to makle is that many
of these people would be much better off with Iospital insurance, because of their hospital costs, than with even the $6.40.
Senator -IAIITKE. But these people, if they are going to have to
make a choice between this bill and no hospital insurance and no
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increase-and this would be as a practical mayor, the approach as I
would look at it for my peopleSecretary C1fimuuzzu. That is the position Senator Williams put
me in.
Senator II.uirnn. I am not trying to put you in any position. I am
looking at it from my position as a sponsor of the King-Anderson bill
and as a man who voted for the King-Anderson bill in the Senate.
I think that in all good conscience, any person who looked at the leg.
islative situation at the moment would have to conclude that in coiltroversv over this, the net res"it probably is going to be no increase
and no'hospital care either.
Secretary ('I:i:h-1zzi,. That is why, although my position is that T
prefer a hospital program, if the alternative were to 1)e for this bill
or nothing at all, I would have to go along with the bill.
Senator Rimcoi.-r. If the Senator would yield, I can assure the Senator from Indiana there is going to be plnety of controversy oil this
bill when it gets to the floor.
Senator IL\IE. Well, let me say to my dear friend from Connect icut, I lhve no fear of controversy. I have leen involved with that
before, and that is certainly one of the things that makes life interesting.
I am not talking about controversies; I am talking al)out benefits.
And the tlt inmate benefit to these 191/2 million people is l)laced in jeol)ardy if we are, involved in a situation which prolongs the (leli te
to the extent that notlling is passed. Is that true? Isn't that what
the position of the Department is? You lave said you have a (choice,
at this time, as to whether you are going to be able to ol)tain medicare
or hospital care, or whatever you want to call it, or these increase(I
benefits. You have said with great reluctance that you are willing
to take the l)enefits as the only thing that is available at the movient.
Sec'retai'" ('i:aE
EZZ. I would rather take th benefits than nothing
at all; that is right.
Senator -LicE.
,I
In the long run, do you feel in good conscience,
as some people assert, that these benefits will forever and it(lay terinmate the possibility of hospital care for the aged?
Secretary CELEIT1ZZEzE. No: I call't, ill
good conscience say tlat, hecause, as I said, I don't know what any congressional body is going
to do. The point that we tried to make is that if there is a deterinination to draw the line at 10 percent, then, to some degree, by passing
the Mills bill and using most of tie 10 percent for that purpose, you
make it more difficult to get hospital insurance. You would have to
raise tile wage base or go above 10 percent.
Senator urj'rm,. But this assumes a basic situation which is not, in
fact, true: That is. that there is a limit of 10 percent, that Congress is
going to hold to 10 percent, or that Congress is not going to give
thought to some other approach on this matter.
Secretary (mEri':lm1m'ZZE. That is true.
Senator I-TRTiE. But are you in favor of this bill as it is presently
drafted?
Secretary CErBn:ZZE. Senator I-Iartke, let me again state my posltion. I am 'strongly in favor of the King-Anderson bill-in ieu, if
necessary, of this bill. If we don't have the King-Anderson bill, I am
strongly in favor of some other form of workable hospital insurance
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for the aged. If we can't have the King-Anderson bill, then I would
favor a plan for a choice by the individual, so that he could have
either cash benefits or hospital insurance. That is what I favor.
Senator ILTirKE. Are there any provisions of the bill that you are
ol)posed to?
secretaryy (11,1iinizzE. I am not oI)posed to it. This is not, as you
know, the administration's bill; this is a committee bill.
Senator I IAnTKE. I understand that.
S(ecretar' (EIA*:IH.EzzE. There were never any public hearings on
this bill in ihe House.
Senator WI T ALIr-s. Would the Senator yield?
Senator IIn'rdl. Yes.
Senator WiiLrj.sls. Before the Senator came in, T think the Secretary, in answer to a similar question, stated that in the event there
were no amendments attached to this bill, which would incorporate
Iiledicare in any form-in other words, if the bill was being considered
as it is, that he would still favor the bill as it passed the House, if
that was necessary.
Now, I think I am stating this correctly, am I not?
Secretary CETm.i:zznwvi. Ies; [ think so, with one exception. I think
I said that if the Senate of the United States has an opportunity to
vote on the King-Anderson bill and they turn it down and they have
all opportunity to vote on the Ribicoff amendment and they vote
it down-if they vote against hospital insurance for the aged in any
forin, then I an willing to accept this bill.
Senator 1)ouar,,s. As a very last resort.
Secretary C0,EjiRtEzzE. As a last resort, yes.
Senator IIAIITKE. Mr. Secretary, I know some people may be playing gaines. I am not playing games with these people, and I think
they have a real situation. One of the provisions in the bill, and I
had not been made public, is a provision for benefits for chilknow it,
drIen aften(lihig school after attaining age 18. It had not been publicized aiid I v'rote to the Ageiie and brought this to their attention,
a1nd they said they had been studying it, and it was then brought out
ill the oi)en at that time.
I certainly am in favor of these benefits for these l)eopl, and I
have some amendments which I hope may be adopted. But I have
also talked to some members of the Ways and Means Committee, and
I think that you are playing hob with some benefits to people which
can't be realized, with a situation that appears to me to be a legislative impossibility. That, is why I think it is rather dangerous to
jeol)ardize the benefits of those people.
Secretary CTiEIIEzzE. Senator, I have been in legislative bodies,
and I have never known anything to be a legislative impossibility.
There is always a possibility.
Let's gay, probability. how's that?
ir.
Senator 1IIn,
Secretary Cm,EmnEzzF,. The point I was trying to make to this comniittee, and in my opening statement, is that the most critical need at
this time is hospital insurance for the aged. That is the most critical
iteel, mid we are not riveting the most critical need.
Now, you can give them 5 percent in increased benefits, but that is
iiot the critical need, as it exists at this particular time.
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Senator IT.ArjT'V . Is it the Secretary's pcihon that it weakens the
ultimate argument for meeting this critical need by refusing to give
these people the benefits? In other words, by holdin'.r thein in a position in which they are so desperate on this t'hlnr that lilt :Inatelv you
drive the Congress to obtaining this result? Is that your position?
Secretary CEIuE:BRiznr. No. It is my position that'if you are going
to hold the combined tax rate within a 10-percent limit, "the closer you
get to the 10 percent by making other changes, the more you (diminish
your opportunity of getting hospital insurance.
Senator IAluti'Kr. I think I was here when the first 10-pervet
limitation was discussed, and there is nothing in the law hat talks
about any 10-percent limitation.
Secretary Cr, mnu,:zz:. That is true.
Senator *HARHrTK.. This is a barrier which has been establiisled as
a sort, of a blind totrue
keep you from seeing what t he ultimate posibili.
ties are; isn't that
Secretary CELTIxmuZZE. As Secretary of Tealth, Education, an(l
Welfare, I appear 1 before comnnli t ees, and particularly chli rilten of
CoM):)it,es, and I have got 1o be realist ic in my alttiude., Tlw aft itilde
of the House *Ways and Means Committee, I think, is that they do
not, want to go above 10 percent.
Senator IL1'mK. And also the attitude of the Ways and Means
Committee is that they are not going to approve any. medical care
proposition (his yea).' Isn't that pretty generally considered to he
true?
Secretary CuIr:nu.:zzu.x The chairman said it was penditmr.
Senator ThiIni'K.. 'Mr. Secretary, I am not trying to drive a hard
bargain, but tlie truth is, you hlve been willillz to assnme ihe I')
percent, in the discussion as something to be dealt. with. Isn't, it
justit as much it fact that at the moment tie Ways and Means ConInittee is just plain not roing to act on medicare, ill this session ?
Secretary C.:wrimuzzr:. I think it is reasonable to come to 1tl:1t
Conclusion.
Senator -Iwn,:.. I think that is fai'.
Secretary CrIlruumhzzU. But the point I am trying to make, an( I
don't. think we are too far apart, is about your saying that regardlhsq
of what happens, we ought, to have this benefit increase.
Senator H yuro . That is right.

Secretary CElEIIitEZz.E. I am saying to you that what we ought fo (10
is to exert aill our efforts at, this time to aet at the critical need, whiel iq
hosnpital insqvrace for the nfted: and a fter' we have oxorted fill tho
efforts,; and if the only choice. then is nothing or an increase to these
people, I think it is logical to take the increase.
Senator ITn'u. I think we tried this last year and failed to pas
it, in the Senate. I think if a count were made at the moment it
would indicate we rolid possibly mass it in the Senate bv a narrow
margin now. I think this is a fair interpretation. But if we (1o
Pass it in the Senate and send it to the House and run into a roadblock, what, is the advantage to the 191/., million people, if that
increase in benefits does not reach them ?
Senator Doum,.%s. W17oulld my good friend permit me to rel)ly to
that ?
Senator IIT.%iniK.

Certainly.
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Senator 1)oi'ci,.s. I would say that a 13-1 o-12 1mnrgin is a ver\

is trins(need
onily convert 1 of t he 13, and it,
lar'rOW one, and we
to'iod ilto a 18-.1o-12 nilrIin tlO otlher wAy.
I would not a(cept
ih 13-toI-12 poll ats l)ein(,, unalteralble and finlll
Excuse ne. I thought perhaps I could sity that an(1 the Secrctiarv
,ollldn'tr.

Senator ILTAirIK. I am1n talking to the Inermb}ers of the House WAys
ink there is it(hllce,oft lheir
anl Means Committee, and I dou't thi
doing it.
I hop) we Clln proceed with this bill wlil.i I tlihk provide,3 Illinimin 1eneits to people, who are entitled tc it. I liope floit we (.1ii1
! proci, which
1
lien proceed to come to soiie soltit io1 of this ru'0ic.
I guarantee I would lie more than glad 1o work ol with the l)lpa rt beeallse I helped 1o work out tile det ails of the Kilng-,linideisoli
iielit
bill at its original ince)tion. T sat there in that (iraft ing. I doi't
think too malily other Sellators did.
But I think it,is foollialrdy for us to try to (dosoiieling which

apel)alrs to have no challie of siies.q.
I would like, to say this oi lhe bliuceting-inii provision, jlst to illile
I think thli, in tle ultiisa good provisionn, 1in(1
it clear. I thillk it'
illto 02d-ou tiilk a10iut the redisti'ibiution of costs---olie of tile real
eriti'all problems in mhost, of the ommulnlities in ily hiomi0e State is
tlie question of )roperty tax for taking (care of medical bills for these
tese people are going
)eo)le wiho are not, nder social security.
to have to lleet, thus problem ; those who are not, covered witi social
taken (careOf.
se(,'itv benefits will have to 1)e
As I understand you, by 1985, for all prl'ictical purposes there will
lieo people outside the coverage; is that it.?
Secretary CEilEumi".. I think we will hit the saturation )oilt ly
t ilt, t ine.

That,was one of the points I was trying to make, agIlill it ny
opening stllteient, Senator Iartke. The local communities ire ha].rd
l)'ressed for money, and by adopting some, sort.of a hospital insurlalnce
program , we can release 40 percent of the funds soie of these coinmunities are now spending ln(101' the Kierr-Mills 1ograln.
I am iot. objecting to tiat. I aim quite illsyinSenator TI-I:\iirr,
aillhy. But I think that tie Secretary is realistic enough to know
his own mind, to know whlat, lie lls to do, and if you want to drive
t hard bargain, I tiilk we can sitl here and drive itIlard bargain, or
we0 Cliinsit here andl try to (10 soliethilg for these people. I, personally, im on the side'of trying to take care of those who are alive
willing to work lnext yearthis ye all I amll
I am iiterested
Secretar VCu-rEI'i,. proper
medical care.in keeping theln alive it
little while'longer under
The HiAriiR\N. We will have to recess until 10 al.m. tomorrow.
Mr. Secretary, we would like to have you come back again for
further (qIestioliing titlat time.

to reconveine
(11herelpon, the committee adjourned at 12:40 ).lfl.

it10 ami.

oil Friday, August 7, 1961.)

SOCIAL SECURITY; MEDICAL CARE FOR TIE AGED
AMENDMENTS
FRIDAY, AUGUST 7, 1964

U.S. SrENATrE,
IT'i'I

ON FINANCE,

tVa8hinbgton, D.'.
The committee met, pursuant to recess, at 10 a.n., in roon 2221,
New Senate Office I3uilding, Senator Paul 11. I)ouglas, presiding.
Present: Senators Long, Douglas, Ribicoir, Williams, Carlson,
Bennett, Curtis, Morton, and J)rksen.
Also present: Elizabeth 13. Springer, chief clerk- and Fred Arner
aid lHelen Livingstol, of the E,"ducation and 1Public Welfare 1)ivision,
Legislative Reference Service, Library of Congress.
60nator DOUGAs. The committee will come to order.
1 believe we stopped yesterday with Senator Carlson.
Po you have any further questions?
3emnator CARILSON. Not this morning.
Senator DOUGLAS. Senator Curtis
Senator CuRrmS. Mr. Secretary, yoi have given us helpf ul information. I have a few questions and I vill try to be as concise as I can.
Referring primarily to your support of the King-Anderson bill,
what would the King-Anderson bill do in the way of hospital or
medical care for the people over 65?
Just a nutshell statement as we s;art today's proceedings.
STATMENT OF HON. ANTHONY I. CELEBREZZE, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY WILBUR J. COHEN, ASSISTANT SECRETARY; ROBERT M. BALL, COMMISSIONER OF SOCIAL SECURITY; ROBERT 3. MYERS, CHIEF
ACTUARY, SOCIAL SECURITY ADMINISTRATION; AND CHARLES
E. HAWKINS, LEGISLATIVE REFERENCE OFFICER, WELFARE
ADMINISTRATION
Secretary CELEBItEZZE. Under the King-Anderson bill, Senator, the
proposed program would provide for in a nutshell, the following
nits: it would provide one, for tie payment of hospital bills.
Each person would have one of three choices under the King-Anderson bill. lie could elect to take 90 days of hospitalization, at a cost
to him of $10 a day for the first 9 days, with a minimum cost of $20,
or lie could elect to take 45 daysSenator CUwrxs. What, is this about $10 and $20?
Secretary CELJEBIEZZE. A deductible of $10 a day up to a maximum
of $90, with a minimum deductible of $20.
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In other words, if you go to a hospital and stay 4 days, you would
have to pay $40 of your hospital bill. If you stayed there 1 day or 2
days you would have to pay $20 out of your own pocket. That. i
the 9(-day option.
Senator WTILLLX S. That is, the party would have to pay that.
Senator Cuirris. If you stayed the full 90 (lays what would happen?
Secretary ('.uuiZZE. If he stayed the full 90 (lays, the patient
himself would pay $90.
Senator CURTIS. A dollar a day?
Secretary CELEBREZZE. $10 for the first 9 days. After that there is
no deductible.
Senator CURTIS. I see.
Secretary CELTmEuBZZE. Or lie could elect, under the King-Anderson

bill, to take 45 days with no deductible.
That is your second option.
Senator CURTIS. Go ahead.
Secretary CELEBREZZE. Or he could elect to take 180 days of hospitii I care,'aid pay the national average cost for two and a half days of
hospital care.
In other words, if the national average was $40 per day, the patient
would be charged two and a half times the $40 or $100.
The bill provides also, in addition to this, for payment for up to
180 days of skilled nursing home care following discharge from the
hospital, and payment of costs above the first $20 for outpatient
(ligliostic services furnished within any 30-daty period.
In addition, it provTides for payments for uip to 240 visits a year
by a visiting nurse or other health worker in the patient's own home.
The hospItal payments would cover the cost of all services in Semiprivate accommodations and drugs and supplies customarily, and we
emphasize "customarily,' furnished for the care of patients in a hospital or skilled nursing facility.
No payment wouhl be made for services of personal physicians
or private duty nurses, or for luxury items furnished at the request
of the patient.
Senator CURTIS. How about a ,-pecial prescription requested by
the doctor in attendance?
Secretary CELEBREZZE. That would be taken care of.
Senator CURTIS. Is that customarily done by hospitals?
Secretary CELEBREZZE. I think in *most cases it is the customary
procedure of a hospital to furnish the medicine to the patient that tlh
doctor recommends.
Senator CnirrIs. If the doctor orders the securing of a medical
prescription for a patient, either in a pharmacy which happened to
be located in a hospital or elsewhere, the hospital pays that without
adding it. onto the patient's bill'?
Secretary CELEBREZZE. It is added onto the bill.
Senator CURTIS. Well, then, what would you do about it?
Secretary CELEIREZZE. We would pay for it.
Senator CURTIS. So you would pay for, all drugs and prescriptions
that the hospital added onto the bill?
Secretary CELEBREZZE. We would, in general, follow the same pattern as the Blue Cross now follows in paying tho hospital bills.
Perhaps I can give you a list, Senator, of what is not covered.
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Senator CURTIS. Go ahead with your thumbnail sketch.
Secretary CELEBREZZUE. Those are the benefits that are provided under the King-Anderson bill.
Senator CURTIS. How often can you get those benefits? If you
are hospitalized in January, and consume your election, and then are
hospitalized for another illness another attack in the fall of that same
year do you start all over again i

Secretary

CELEBREZZE.

It isn't on a calendar-year basis, as you know,

Senator; it is on a benefit-year basis.
Senator CURTIS. I see.
Secretary CELEBIEZZE. You are entitled to 90 days of h~spitalization under one option. At the end of that 90-day period, if you have
exhausted the option, then there is a period of 90 days during which
you. must be out of the hospital, and then your benefit period starts
again.
Senator CURTIS. If you elected the longest period of 240 days?
Secretary CELEBREZZE. The longest period-is 180 of hospitalization.
Senator CURTIS. 180 days?
Secretary CELEBREZZE. It is 240 home visits.
Senator CRTIS. Well, all right.
One hundred and eighty days, what does the patient pay if he takes
that election?
Secretary CELEBREZZ .. He pays 21/2 times the national average for
daily hospital costs.
Senator CURTIS. How many times can he take that 180 days in a
benefit year?
Secretary CELEBREZZE. Well, he can take it once in a benefit year.
You have 180 days, and then you have a waiting period of 90 days
without hospitalization within a 180-day period and that consumes a
whole year.
Senator CuTis. What happens to the man who goes to the hospital
for 3 or 4 days once and then never has to go again? If his election
is proper you take care of the whole thing?
Secretary CELEBREzzE. His benefits are cumulative. That is, he is
entitled to 180 days of hospital care within a benefit year under this
option so he can go in for 2 days and come out and go back for 5 days
and come out, until he has exhausted his 180 days or a new benefit year
starts.
,,
Senator CURTIS. Suppose he just goes in 3 days afil d6esn't come
back for years, it pays the whole bill?
Secretary CELEJBREZZE. Well if he has elected to take the 45 days
If he has elected to take the 90
then he pays no part of the il.
days then he pays the $10 per day up to a maximum of $90, so if he is
in there for 2 days he would pay a minimum of $20; for 3 days, $30.
Senator CURTIs. Does it pay anything for surgery?
Secretary CELEBREZZE. NO; there is no provision in the King-Anderson bill either for surgery or for physician's services.
Mr. BALL. It would pay for the use of the operating room, Senator.
Senator CURTIS. It would pay for the use of the operating room?

Mr. BALL. Yes, sir.

Senator Curcris. But it would not pay for the doctor's calls at the
hospital?
Mr. BALL. No.
36-453-'64

9

122

SOCIAL SECURITY; MEDICAL CARE FOR AGED

Secretary CELEBRzFZE. No.

Senator CuRTIs. Would it pay for the doctor's calls at a patient's
home if he wanted to stay home without going to the hospital?
Secretary CELEBREZZE. No. The King-Anderson bill has nothing
whatsoever to do with the costs of private physicians' services.
Senator CURTIS. Does it pay dental bills?

Secretary CFLEBREZZE. No.
Senator CURTIS. Does it pay the bill of a person who goes to the

doctor's office?
Secretary CELEREZZE.

No.

Senator, CURTIs. Would it pay for the prescriptions under any of
these circumstances?
Secretary CJLumItEzzE. No.
Senator CURTIS. Will it pay for glasses?
Secretary CELEBREZzE. No.
Senator CURTIS. Will it pay for insulin?
Secretary CELBREZZJ. Insulin? In a hospital?
Mr. BALL. Yes; in a hospital or skilled nursing home.
Secretary CELEIREZZE. But not out of a hospital or a skilled nursLag home.
Senator CURTIS. You say it will pay for the prescriptions if you
get the hospital to add it onto the bill.
Mr. BALL. Senator, just as under the majority of Blue Cross contracts, while the patient is an inpatient in the hospital or in a nursing
home, if the doctor writes a prescription and the drug comes from
the hospital's own pharmacy, the charge for it becomes part of the
hospital charge, and, as usually under Blue Cross, this program would
pay for the drugs.
Senator CURTS. Does this billMr. BALL. But not for a prescription if you are at home.
Senator CURTIS. Does this bill by its language tie its benefits to
Blue Cross?
Mr. BALL. No, Senator; I was just making a comparison.
Senator CURTIS. What does it say about prescriptions in the hospitalV
Mr. BALL. It says that it will pay for drugs and biologicals included in several official listings, or approved by the pharmacy and
drugs therapeutics committee of the medical staff of the hospital,
and it will pay for them only while the person is in a hospital or a
skilled nursing home.
Senator CURTIS. I may be wrong, but I had the impression from our
previous hearings that actual prescriptions written out for the individual patient were not regarded as drugs customarily furnished by a
hospital.
Mr. BALL. Well, the bill specifically provides on page 12 for such
coverage, Senator.
Senator CURTIS. Would you read the language into the reco id at this
place?
Mr. BALL. This is the definition of drugs and biologicals:
Subsection (e). The term "drugs" and the term "biologicals," except for
purposes of subsection (c) (5) of this section include only such drugs and biologicals, respectively, as are included in the United States Pharmacopoeia,
National Formulary, New or Non-Official Drugs, or Accepted Dental Remedies,
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or are approved by the pharmacy and drug therapeutics committee (or equivalant committee) of the medical staff of the hospital furnishing such drugs or
biologicals (or of the hospital with which the skilled nursing facility furnishing
such drugs or biologicals is affiliated or is under common control).

Senator CURTIS. Didn't you say something earlier that you furnish
such drugs as are customarily furnished by the hospital?
Mr. BALL. That is on page 8, Senator. The connecting point here
is a description of "inpatient hospital services."
What I read earlier was the definition of drugs.
Senator CURTIS. Yes.
Mr. BALL. Now in section 1703, subsection (a), the definition of
"inpatient hospital services," we have this:
The term "Inpatient hospital services" means the following items and services
furnished to an inpatient In a hospital and (except as provided in paragraph
(3)) by the hospital-

And the pertinent point about drugs comes in paragraph 2:
Such nursing services and other related services, such use of hospital facilities,
and such medical social services as are customarily furnished by the hospital for
the care and treatment of Inpatients and such drugs, biologicals, supplies, appliances, and equipment for use in the hospital as are customarily furnished
by such hospital for the care and treatment of inpatients.

Senator CURTIS. Well, now, "as customarily furnished"; does that
mean as are customarily furnished by paying the daily rate in the
hospital and not a separate addition to your bill?
Mr. BALL. I believe, Senator it would mean as customarily furnished
in either way, by a separate addition to the bill as well as in the daily
rate. It does not have to be included in the daily hospital rate as long
as the hospital provides it.
Senator CURTIS. I would like to know the name of a hospital that
customarily provides expensive medicines to their patients.
Mr. BALL. Well, practically all of them do, Senator, but they charge
for them, of course.
Senator CURTIS. And so we have this conclusion, if they can put it
on the hospital bill it is taken care of.
Mr. BALL. Yes, Senator. If it is furnished by the hospital.
Senator CuRTIs. Furnished by the hospital doesn't mean procured
by the hospital. To me furnished by the hospital means something
that is part of your daily rate in the hospital. I am afraid that the
pronouncements you have here is a new departure, a new concept.
Mr. BALL. Senator, I think I might expand on that a little bit,
because it is not only drugs that are involved in this concept, but some
other things, too.
The hospital maySenator CARLSON. Will you yield at that point?
Mr. BALL. What is that?
Senator CARLsor. Will you yield at that point?
Mr. BALL. Certainly, Senator.
Senator CARLSON. My thought is what you are trying to tell us
is if you need castor oil if you get castor oil in the hospital, that is
part of the regular operations of a hospital.
Mr. BAL. Right.
Seantor C TIS. Suppose it is a prescription that costs $9 or $10
to fill. If you can induce the hospital to put it on the bill, it is taken

care of?
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Mr. BALL. Well, Senator, I don't think it is a matter of inducing
the hospital to put it on the bill. I think that if it is customary for
this particular hospital to handle drugs for inpatients in this way,
then it would be on the bill and it would be paid for, and my point
is that that is true not only of this bill but this is the way hospital
insurance such as Blue Cross now operates. The way the billSenator CuRTIs. I wonder about that. I wonder if a great city
hospital that has a pharmacy as part of the hospital, provides more
expensive prescriptions than a rural hospital where the doctors calls
on the patient in the hospital, and writes out a prescription and
somebody has to go down to the villeage drugstore to get it. I don't
want to take too much time on this point but I am unclear about what
is customary.
Secretary CELEBREZZE. The basic philosophy, Senator Curtis, behind this was that we didn't want to change any of the procedures
that are customarily followed by any particular hospitals.
In other words, we didn't want to be in a position where either the
agent of the hospital or the Government-as you know, an agent
can be appointed under the King-Anderson bill; the hospital doesn't
have to deal directly with the Federal Government-would be in a
position to tell the hospital how to run its business, and that is why
we used the word "customarily." So that may vary from hospital to
hospital.
Senator CuRTIS. If what you say is true, then an aged person who
has to take a very expensive prescription, and I am not passing on
the point whether the prescription is overpriced or not, I think there
is a strong case made for the wonderful advance in the research that
drug companies have to do so I am not passing on that. But if he
can be well and happy and stay with his loved ones by going to the
doctor's office to be checked on a bit, and the doctor writes the prescription, even though the medicine is expensive, he gets nothing
under King-Anderson, but if he goes to the hospital, where he doesn't
want to go, the prescription will be paid for.
Is that correct?
Secretary CELEBREZZE. That is the same as Blue Cross now. Blue
Cross generally operates in exactly the same way.
Mr. BALL. Except, Senator, this patientSenator CURTIS. I will have Blue Cross submit a statement. I
am surprised. (A representative of Blue Association appears as witness on Wednesday, August 12,1964.)
Secretary CELEBREZZE. Senator, if you want to amend the bill to
include that, to broaden the benefits, whySenator CURTIS. No, I just think that we ought to know what the
bill provides. My basic opposition to the bill is very fundamental. I
do not believe in taxing.the young and the able-bodied and the middleaged people who are buying their homes, educating their children, paying their taxes, and paying their own medical bills, to pay the hospital
bill of soniebody who just happens to be over 65 if that person is far
more able to pay the bill than the individual you are taxing.
I know all the problems of some sort of an income test, I think we
are doing pretty well under Kerr-Mills.
Secretary CELEBREZZE. Kerr-Mills is-,
Senator CuTris. But I think everyone who is politically astute
knows that if you once start this thing of taxing people to pay'hospital
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bills for somebody who doesn't need it, the age is going to be lowered
to pay the hospital bill of somebody who does need it, that medicines
are going to. be added and house calls are going to be added and
surgery is going to be added and what you are here advocating today
is the beginning of national medicine.
Secretary CELEIREZZE. No, no, I disagree with that. But I want to
get back to the other points.
I see no distinction between your point and the effect of private
insurance in certain instances. I continue to pay on my policy, for
example, my automobile policy for years and years and years. I don't
get any benefits from it. I am paying for protection in the event I
get in an accident. Someone else who is carrying the same policy
will get in an accident and some of my premium money is going to pay
off his bill.
That is the basis of insurance. I don't know how you can get
around this.
Senator CuRTis. You are tying this to social security.
Secretary CELEBREZZE. Well, the court has called social securitySenator CuRms. No, social security has no connection with ordinary
insurance. It has been a fraud to say so.
Secretary CELEBREZZE. No.
Senator C'nris. But few people have their houses burn down.
Secretary CELEBREZZE. If yOU want to say the Supreme Court in
calling it social insurance is a fraud.
Senator CuTIS. Well, it didn't.
Secretary CELEBIREZZE. But the Court did say it was social insurance.
Senator CURTIs. No, no. I know about that.
Secretary CELEBR Z
Z. All right.
Senator CURTIS. A lot of people go through life and do not have
a car accident. A lot of them go through life and their houses don't
burn down. Everybody or substantially everybody either gets old
or leaves dependents, and social security is not insurance in the sense
that everybody shares a risk that might come to a few people.
Mr. COHEN. That is not a necessary part of insurance, Senator.
Senator CuRTIS. I don't want to get sidetracked on this but when the
Supreme Court ruled on the Social Security Act, the Social Security
Administration specifically argued that it wasn't insurance and within
hours after the Court approved it as a taxing and a benefit plan they
announced that it was insurance, but that is a matter of semantics I
am not concerned about.
Mr. BALL. Senator, just for the correction of the record, I think it
might be desirable to have in it what the Supreme Court said on the
question of whether the social security system is insurance. With the
permission of the committee, could I read the paragraph ?
Senator CURTIS. Yes.
Mr. BALI,. The Supreme Court of the United States in the case of
PFlemmingv. Nestor said:
The social security system may be accurately described as a fori of social

Insurance, enacted pursuant to Congress' power to "spend money in the aid

of the general welfare." * * *.
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Now, related to this general discussion, the committee might be interested in the fact that the article on insurance in the Encyclopedia
Britannica states:
* * * The modern institution of insurance is divided into the two broad
categories of voluntary or commercial insurance and compulsory or social
insurance, both relying on the same basic principles. * * *

Of course, there are significant differences. But they share certain
common basic principles.
Senator CURTIs. Well, I won't go into that. It is a matter of
semantics.
Now, what other things does the King-Anderson bill not provide?
Mr. BALL. Senator, would it be possible, before going to that to go
back to your earlier point in order to make something clear about
that illustration of the individual who did not get his prescription
paid for because lie stayed at home and went to the doctor's office.
Senator CURTIS. Yes.
Mr. BALLr. And your point that if lie went to the hospital lie could
get it paid for. I would just like to make sure that it is clear that
he could get into the hospital only if the doctor indicated that it was
medically necessary for him to be in a hospital, and that if lie could
be cared for elsewhere lie wouldn't be in the hospital, and that the
bill requires also that there be review of hospital admissions by a
utilization committee, so a person who does not need hospitalization
couldn't be put in a hospital just to get a prescription paid for.
Senator CURTIS. Well, my observation of old people is that they
want to stay well so they don't have to go to the hospital.
Mr. BALL. Yes, sir.
Senator Ctrr'ris. And that includes the poor and the near poor as
well as everybody else.
Now, ti Secretary was about to say what other things it does not
provide.
Secretary CELEBREZZE. It does not provide for private accoimodations in the hospital. These are excluded. The extra costs of private
accommodations are excluded unless the accommodations are medically
necessary.
Physicians' or surgeons' services are excluded except where customailv paid for in the same way a hospital service, and then only in
the fields of pathology, radiology, physical medicine, rehabilitation,
anesthesiology, and the services of i 'it ems or residents-in-training.
Private duty nursing care, items not custolmarily furnished l)y the
hospital to its inpatents, and items for use at home after discharge.
These are exclusions related to the inpatient hospital services.
Now, the following skilled nursing facilities services are not covered.
We exclude all that I have mentioned as applying to hospitals, and
add to that services not specifically defined as covered if they are not
generally provided by skilled nursing facilities.
Under the home health services the following items are not covered,
again excluding the same items excluded as hospital inpatient services,
and in addition anything more than part-time care, drugs, and biologicals. Trhis is in a home. Such 1)art-time or intermittent services
by home health aids as is not covered by the regulations, and any
services not specifically listed as being covered.
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Now the exclusions for the outpatient diagnostic services: those not
customarily furnished by the hospital or by others through arrangements made with it to its outpatients for the purpose of diagnostic
study.
These are the exclusions under the King-Anderson bill.
Senator CuRTis. I believe I understood you to say that when the
patient elects lie can get three different categories of treatment. Cai
lie change his election?
Secretary CELEBREZZE. INo. Once lie makes his election it is a firm
election. Otherwise you would get into the. basis where tlie individual
will change to what is most advantageous from time to time. For
example, after lie. has made his election for 45 days he feel, lie. needs
90 (lays and changes it would just be administratively impossible and,
of course, costly.
So once the election is made
Senator CURTIS. Once in a lifetime.
Secretary CEriEBREZZE. Yes, sir.

it.

Within the limitation that unless Congress in future years changes

Senator CUrTIs. But lie is entitled to whatever election lie chooses to
use that once ever benefit year?
Secretary CELEitEzzE. Benefit period, that is right.
Senator GunrTis. What happens to the individual who takes the 45day election and a. catasti-ophic illness strikes and lie spends the last
10 years in the hospital assuming lie were 65?
8ecretai-y CELEBREMzz. You are now speaking about a minute fraction of cases, if any, because 45 days oi the average covers about 92
percent of all hospital stays. I emphasized yesterday Nvith your particular thought in mind that a three-pronged approach is necessary.
Hospital insurance under social security will not cover it all. The
private sector would l)e able to come tip with a policy to give extra
protection. The third prong then, of course, is that if we went
to hospital insurance under social security you would relieve the
States of about 40 percent of their costs tinder Kerr-Mills and the
States could then liberalize their Kerr-Mills provisions to take care
of unusual cases.
In your example lie will have exhausted all his benefits and if lie
doesn't have a private policy or after he has exhausted it, then he
would have to revert back to Kerr-Mills.
Senator CURTIS. By relieving you mean they could transferSecretary CE"rLEBREZZE. Well, 40 percent of the State costs are now
for hospital care under the Kerr-Mills-actually 90 percent of all
costs are for hospital care and nursing home care, but with the adoption of hospital insurane under social security we would relieve the
State obligation of about 40 percent of the costs.
We then say to the State, "Without increasing your costs at this
time, take about 40 percent and liberalize your Kerr-Mills provisions."
Senator Cumrns. Now, in answer to my question, under the KingAnderson bill as written now and as you propose, what would it do
for the individual who is hit by a catastrophic illness and goes to
the hospital for his last 10 years, assuming he was 65 when lie went
there so lie was eligible.
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Of course, after the Congress meets a few times and faces a few
other elections that 65 wvill be reduced considerably, but for the present, at 65 years of age he has a catastrophic illness and his last 11)
years is in the hospita, he has made the 45-day election.
Now, what will it d0 for him?
Secretary CELEBIEZZE. It would do for him what is defined as
under any private insurance policy.
Once you have exhausted your benefits the payments terminate.
Senator CURTIS. What are the benefits that he will exhaust?
Secretary CELEBREZZE. Well, let's assume he has chosen 45 days
with no deduction he would get 45 dtys in the hospital, he would then
have a 90-day waiting period, in which no benefitsMr. BALL. Senator, are you talking about a case where the individual stays in the hospital continuusly for 10 years?
Senator CurnTis. Yes.
Mr. BALL. Stays in the hospital for 10 years. Then he, of course,
would get only the 45 days because a new benefit year requires that
lie be out of hospital.
Senator CURTIS. He has got to get out.
Mr. BALL. Yes; that is what starts a new benefit period.
Senator GCuTns. Suppose they load him in an ambulance and get him
out for a week?

Secretary GELEIREZZE. He has to be out for 90 days. If he has

exhausted his 45 days, if that is his election. Let me explain it so
we all understand. He has to go out of the hospital for 90 days. At
the end of 90 days he can come back because of his new benefit period,
so he can get 45 more days. He has to leave again for 90 days to start
a new benefit period.
If he has chosen the other method, the 90 days, he could stay in 90
days and then leave for 90 days and then would be eligible again for
90 more days.
Senator CuRTs. I am talking about the real unfortunate person
who goes to the hospital and stays and stays and stays, no escape
from it, he loses his home, his family exhausted their resources, and
the like. I am talking about the individual who should have first
claim on a public plan. He stays there 10 years, that is 3,650 days.
You would take care of him 45 days, and he would be right back
where he was for 3,605.

Secretary

CELEBREZZE.

I don't think there are hardly any such cases.

I think when you say stays in the hospital for 10 years, what they do
is transfer him to a skilled nursing home which is provided for also
under King-Anderson.
I don't recall of anyone ever staying in a hospital for 10 years.
Senator CuTins. I have in mind a cancer patient or two who have
gone through a series of operations. I have in mind one lady who
spent the last 5 or 6 years in the hospital. I know of another individual, her husband is dead, she has no children, and she actually needs
hospital care becausee her paralysis is so great that she is, I think
according to 6;.,rybody's standards, required to have hospitalization.
Now, suppose she only lives 3 years, three times 365 are 1,095 days.
If her election had been 45 days that person suffering from catastrophic illness would still be rigt back where they were for 1,050
days out of 1,095.
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And those are the cases that should have first claim on some level of
overnment because the sickness will wipe them out. I talked to a man
ack home a few weeks before he died, who had had cancer for 3 or 4
years. He said, "Well, my time is short now: But I have been cleaned
out." And the proponents of King-Anderson have capitalized on that.
They have cited those cases and they say, "Vote for the President's
medical care plan, hospital care plan."
My point is it wouldn't do anything for him.
Secretary CELEBREZZE. No; I think that is the wrong approach, too.
What you are saying to us now is that the King-Anderson bill doesn't
go far enough. We have to be realistic in the cost factor in any insuraice program.
Now, what you are referring to, these people are transferred. They
don't stay in the hospital, they are transferred to chronic nursing
homes.
Now, let's assume that the individual is in the position that you
said. -e has exhausted his 45 days. Ie could pick up his interinittent period under the Kerr-Mills Act, paid out of general obligation funds.
Senator CUlTIs. After his own resources are gone.
Secretary CErEREZZE. Yes; after his own resources are largely gone.
Senator CURTIS. Kerr-Mills is a pretty good law. It puts its benefits where the needs are.
Mr. CoiiN. But, Senator, the point the Secretary is making-if you
pass the King-Anderson and relieve 40 percent of the financial obligation that the States have now for hospital care, they could amend
Kerr-Mills and liberalize it so that people could have even more resources retained and you could take care of this indefinite hospitalization.
Even Kerr-Mills does not do what you-take care of the kinds of
cases that you talk about now because of the financial limitation on
States. But with the passage of King-Anderson they could take care
of this small number.
Senator CURTIS. What do you mean financial limitations of the
State. Is there any Federal law to prevent them from doing it?
Secretary CELEBREZZE. But there are State matching funds needed
and you have only 33 States that have Kerr-Mills in operation. They
have all kinds of limitations. There are practically no two States
that have all of the same benefits.
Senator CunTIS. Now, we have talked about the elderly person who
wants to stay out of the hospital and wants to go to the doctor's office
to get some medicine and so on, so lie can remain with his family, and
also about the catastrophic case.
Now, I want to ask you, do you have to be retired to receive the
benefits of Kerr-Mills?

'Secretary CELrBREZZE. No. They start at age 65.
Mr. CoinE. You meant King-Anderson?
Senator CURTIS. King-Anderson.

Secretary
Senator
limit?

Secretary

CELEBREZZE.
CURTIS. You

No: it starts at age 65.
don't have to retire.

GELEBREZZE. No.

Senator CURTIS. Any property limit?

Is there any income
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Secretary CELEBRIEZZE. No. It works the same as an insurance
policy.
Senator CURTIS. lWell now, suppose I had a lawyer friend who is
worth millions of dollars. le hits 65, he is still in his prime. That
is one profession where the longer you stay in the income curve goes up,
if you are a good one, and he hias the highest income in his life.
Are you going to raise the social security taxes on the 20-year-olds
and the 30-year-olds who are raising families and educating the children and paying their own medical bills, to pay my lawyer friends
hospital bill
W
Secretary CELEnEZZE. Well now, Senator, of course, you are, picking the extreme case. But let's get back to the 20-year-old and the 30year-old and the 40-year-old.
Senator CUrTITS. IVell, first answer my question.
Are you goingSecretary CELEBREZZE. The answer is "Yes, he would be covered."
You are picking an extreme case. You brought in the 20-year-old
and the 30-year-old and the 40-year-old. There isn't anyone who
knows at age 20 whether he is going to be a millionaire or pauper at
age 65. There isn't anyone who is 40 who knows whether he is going
to be a millionaire or a pauper at 65. You are buying protection the
same as you do when you buy t private insurance policy and you are
paying toward the cost of it.
Senator CURTIS. Oh, no. Oh, no.
Secretary CELEBREZZE. Why, of course, you are.
Senator Cumris. His money isn't going into a fund to be accumulated with compound interest and protected by a reserve as an insurance company, not. at all. He is being taxed in 1965 to pay for public
expenditures in 1965 and if he is alive at 65 or whatever the retirement
ace is in 1995, why, he will be dependent on taxing the producers
then.
Secretary CELEBIREZZE. What you are arguing against is not the
King-Anderson bill, you are arguing against the total social security
program because that applies as much to the total program.
Senator Cnwnris. I am not arguing against it. I am contending that
all this sham and talk, and likening it to insurance is deceptive to
the people.
What you have is a taxing program to tax the producers to pay a
social benefit. I agree with that, but I think it should be called what
it is.
Mr. BArLr,. Could I make the pointSenator Cuirns. Yes.
Mr. BALL (continuing). That the elimination of the people who are
at work from the plan, or, to go at it another way, the elimination of
those who had significant income, would reduce the contribution rate
for the plan by only 0.02 percent of payroll.
In other vords, this is a very small group that we are speaking
about here among the aged, and philosophically, it isn't that we would
have any objection to a retirement provision in the plan any more than
in social security, but it has seemed technically just about impossible
to work out, and the group is a relatively small one and it is not
expensive to pity them.
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Senator CURTIS. You may know about the, philosol)hical side. I
happen to know about the political side. And you cannotMr. BALL. I said we would have no objection to a retirement test
if it were workable.
Senator CruRris. You cannot tax the young and the middle aged
and the people who are raising their chil(lIen aild paying their taxes,
and paying for their education, l)roviding their own medical and hospital bills if they are paid, if taxed, to pay a hospital bill of somebody
of wealth and great income wl doesn't need it just becausee they
happen to be 65, then someone ,ver on the Senate floor or the House
floor offers a proposal to lower the age or to add this or that because
there are x dollars in the fuiids, they think, and they are giving this
money away to peeple of great wealth who d not need it.
Mr. COTIJEN. B3"at, ScijiorSenator CURTIS. You have headed toward a program where the program is doing it all.
Secretary CELEBRZZE. Suppose we talk about the other 96 percent,

th ) ordinary people on this program, rather than stressing the wealthy
4 percent or so.
It seems to me if there is a 96-1percent need, that offsets the 4 percent.
who don't need it. You are giving us the extreme case. Now, I
know young people. They have told me they are willing, to pay for
this. I know people and many of us know people-perliaps members
of this committee-who have'had to pick ul) hospital bills for their
)arents at the same time that they are trying to send their children
to college. Sometimes the question becomes, "Do I give my parents
this hospital care and take away from my child's education," and,
of course, the decision is always that you are going to give the medical care to your parents.
Now, if the individual, while lie was working, could have been
contributing something to a program which would have lifted this
tremendous cost. from his children's shoulders, he would have been
happy to (1o it, and I say to you that the majority, the vast majority
of the young l)eople that I talk to are willing to pay the small sum
now, not only for their own future protection but 'to protect their
parents now.
Now, it is possible-I can cite you a case of a married couple that
have four aged parents, and I can cite you a case where these four
people got sick, they needed hospital care and they had to sell their
home, I am talking about the youngsters now, they had to sell their
home, they had to mortgage themselves to the hilt.
If you had some kind of a social security programSenator CURTIS. They wouldn't have had to if the Kerr-Mills law
had been made available to them.
Secretary

CFLEBREZZE.

They might, because under the Kerr-Mills

law some States have relativeO responsibility, and the children have
to assume the obligation if they can before'the State will assume it
under the Kerr-Mills. That is one difficulty with Kerr-Mills; the
States have so many limitations. Some States have assessments
against property that can be recovered after death.
Senator CURTIS. But the States can correct that if they want to.
Secretary Cr.LiBREZZE. Yes, but the States, Senator Curtis-and I
work closely with the States, I have them in my office all the time, in
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this Department of Health, Education, and Welfare--the States are
straining for financial assistance. They say, "That is fine. You
on the Federal level say to me, if you will do such and such the
Federal Government will give 50 percent." Then they say to me
the same thing that I used to say as mayor of Cleveland: "How do I
get, the 50 percent on thle local level when I am taxing my people to
the hlilt now and they won't pass any more levies?" The Stae are
faced with that problem.
Senator CURTIS. We have to choose between priorities.
Tihe Government can't take care of everything under the sun.
Senator WILrM31s. Will the Senator yield?
Senator CuRris. But that leach's to the philosophy the Federal GoVermnent can reach up in the air and get it. They either get it by
l)rinting money, inflating the currency, or by taxes.
.Secretary CELEBREZZE. Senator Curtis, what I am trying to convey
is a basic philosophy: Instead of increasing our general-revenue commitnients--Kerr-Mills and these other assistance programs are paid
out of general revenues-I am saying to you let's come up with a
plan where the individual himself can contribute to the benefits he
is going to receive in the long run and let us take this burden off the
backs of the State, let's take this burden out of the general-revenue
classification.
In other words, if I am going to receive medical benefits, let me
contribute during my working years toward those benefits. That
relieves the obligation on the general funds of the State and Federal
Governments.
Senator CuRTIS. Before pursuing that idea I will yield to Senator
Williams.
Senator WILLTA.MS. I want to thank the Secretary for citing a
specific example of how this would work because we can all understand the case better when we cite a specific case.
Now, would you furnish for the committee, and we will keep the
name in confidence, the specific case to which you referred where the
individual had to sell his home. We would like to have the specific
case, the total amount of his hospitalization, the time in which it took
place, along with the amount which he would have collected under
this bill had it been effective at that time. And to what extent this
would have minimized his danger of having to lose his home.
Senator CURTIS. You want that submitted off the record?
Senator WILLIAMS. Off the record.
Secretary CELEBI EZZE. I will have to ask permission of the individual, that is why I didn't use names.
Senator WIILANsN. We only want the names--we assure you that
the committee will keep that in strict confidence, the name, because
I resl)ect that but I think we can follow through better and understand this better if we follow through a specific case, and you have
just cited a rather heartbreaking case and I would like to know
to what extent this would have minimized this particular individual's
difficulties.
Secretary CELEBIIEZZE. I can cite you another case that was just
published recently and that was the case of Postmaster General Gronous'ki and the bill he had to pay for his parent. That was in the
iiewsl)apers.
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Senator WILLIAMS. I am. not concerned with the Postmaster General. He is being paid enough and he should be able to take care of
his own parents. I am just concerned about this case, and this is what
we are dealing with and I would ask you to cite that and if you wish
to include this other case, as many other cases as you can but I want
them cited for the committee's record with the name and address of
the individual, the hospital he attended and all of the details involved.
Now I assure you that the committee will accept that in confidence,
but I think we can understand it better and I don't want it furnished
for the official record.
I appreciate the Senator's yielding.
Senator CURTIS. I want to ask you this, you talked about a contribution, and I am aware that Congress was induced to strike out the
word "tax" and put in "contribution." But if you get what you are
advocating here, the House bill, and King-Anderson what will be the
contribution or tax rate, say, in 1971?
Secretary CELEBREZZE. Under the Gore bill it would be 5.2 percent
of covered payrolls.
Senator CURTIS. 5.2, a total or on each?

Secretary CELEBREZZE. On each.

Senator CURTTS. 5.2 and on the self-employed?

Secretary CELEBREZZE. 7.8 percent.

Senator CURTIS. Self-employet 7.8. My farmers are all self-employed. What will be the base on which you applied that?
Secretary CELEBREZZE. Under the Gore bill it is $5,400.
Senator CURTIS. $5,400.

Secretary

CIEBREZZE.

So that we can keep our figures straight, the

Gore bill is in addition to the House bill.
Senator CURTIS. Yes, that is what I am asking about.
IMr. BALL. What figure did you want?
Senator CURTIS. I want to know what a farmer would be paying.
Mr. BALL. In 1971, at 7.8 percent on $5,400, he would be paying at
that time a total under the Gore bill of $421.20. That is to be compared
with the bill that is before the committee as passed by the House, that
doas not have hospital insurance in it, of $388.80. In other words,
adding hospital insurance would cost the self-employed, at the ultimate
rate for the maximum earner, $32.40 a year.
Senator BENNETT. Will you give me that top figure again, 400 and
what?
Mr. BALL. $421.20 a year. This is the man who earns $5,400.

Senator BENNETT. Yes, that is right.

Mr. BALL. And that, the House bill, without hospital is $388.80,
the difference being $32.40 which comes about by the addition of the
benefit provisions of King-Anderson in the Gore bill.

Senator BENNETT. Will the Senator yield?

Mr. Chairman, I have been interested in the area into which the
Senator from Nebraska has now moved, and in preparation I have had
prepared for the record a statement showing the changes that will
occur under H.R. 11865 between now and 1971 as these various changes
come into effect, and I would like to offer this schedule for the record
which shows that in 1971 the social security tax on the self-employed
individual will be $388.80, the figures to which you have referred. It
also shows a corresponding column which shows that if that individual
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is a man with a wife, is self-employed and has two children, and earns
$5,400? taking the standard deduction, his income tax will in 1971,
assuming no changes in income tax rates, will be $354. We have now
boosted the social security tax above the income tax. That break
comes in 1968.
Senator CURTIs. That is without King-Anderson.
Senator BENNE.r. It is without King-Anderson. If you are going
to add $32 on top of these figures that break will come in 1966, 2 years
from now. We will have boosted social security tax above that individual's income tax, and I think we have come, with this bill, and at
this time, to a point of great decision. Are we going from here on
out to have a social security system which costs an individual at the
maximum b.ase covered by the system, more than it costs him to support his share of the cost of our Government? Now we have been
gradually coining up to this time during recent years. When we
piss this bill we will have reached it. If we add King-Anderson we
will cross that rubicon 2 years from now.
(The information referred to follows:)
MEMORANDUMl

To: Senator.
From: Ralph.
Date: August 6, 1964.
Re comparison of income tax and social security taxes for a self-employed person.
The following assumptions were made in computing the income tax figures:
1. The family conststs of man, wife, and two children.
2. Man and wife file a joint return.
3. They take a standard deduction.
4. They are both under age 65.
5. They earn $5,400.
Existing law
Social sepurity tax

Rate

II.R. 11865
Social sepurity tax

Rate

Income
tax
amount

------------ ------------ ------------ -----------1963 -------------------------------5.4
$259.20
5.4
$259.20
1904----------------------------------5.7
259.20
5.4
307. 80
1965 -------------------------------------6.2
324.00
6.0
297.60
1966 -------------------------------------6.0
297.60
"6.2
324.00
1967 -------------------------------------367.00
6.8
331.20
6.9
1968 -------------------------------------331.20
6.9
367.00
6.8
1069 -------------------------------------367.00
6.8
331.20
6.9
1970 -------------------------------------7.2
331.20
6. 9
388.80
1971
-------------------....................

$492
395
354
354
354
354
354
354
354

NOTE.-Average income figures:
1. Arithmetic mean average 1903, for the total labor force, $6,115.
2. Median family income, 1963, $0,249.
3. Per capita income, 1963, $2,443.

Senator WILLIA1MS. Will the Senator yield?
Senator BENNETr. Yes.

Senator WmrIA rs. That is assuming we elect the Presidents to
come without boosting this social security.
Senator BENNETT. That is assuming no changes either in the income
tax or the social security tax.
Senator WITLIAMS. Benefits.

Senator CURTIs. May I ask on what do you base any such assumption? W1ien King-Anderson was debated on the Senate floor last
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time, Senator Gore, who now offers this, made the flat statement that
this was but a beginning. It doesn't take care of catastrophic cases.
It doesn't take care of a lot of things.
Now, upon what basis do you assume that between now and 1971
the Congress won't add to it?
Senator BENNETT. Mayl answer that question?
This is, of course, a completely hypothetical situation, but when we
look back 10 years, we discover these interesting figures.
Since 1952, we have increased the dollar benefits of social security
at the maximum end of 257 percent.
Senator DOUGLAS. Would the Senator permit me to make a coinment?
Senator BENNETT. May I finish my figures?
Senator DOUGLAS. Surely.
Senator BENNETT. And at the minimum end by 150 percent in the
last 12 years.
And we have increased the base by 50 percent. So if you look forward 10 years, based on our experience of the last 10 years, you can
realize that we are looking forward to substantial increases in rates,
substantial increases in base; and the third point that I want to make
is today we are bumping our head against the mythical 10-percent
ceiling.
Now, I will be happy to yield.
Senator DOUGLAS. Is it not also true that during this period the average earnings of the persons covered have also increased, and, since
the contributions from these groups exceed the obligations in the form
of benefits, that., therefore, this has largely counterbalanced the increase in average benefits?
I would like to ask Mr. Myers that question.
Senator BEN NETT. May I put two more figures in in response to
your question before Mr. Myers replies?
Senator DOUGLAS. Surely.
Senator BENNETr. In 1963, the mean average for the labor force, and
they are the ones who pay social security, was $6,115, and we are
up to $5,400. The median family income for 1963 was $6,249. So
we haven't got very far to go before we are bumping our head against
both the mean anid median average income of the labor force, the
employed income.
Senator DOUGLAS. Well, Senator, what I was referring to was not a
comparison of the present maximum base with present earnings but
what has happened to the average earnings over a period of time.
It has been this increase in average earnings and, therefore a greater
volume of contributions than benefits, which has enabled us to increase
the scale of benefits and keep the reserve fund from being unduly depleted.
And I would like, if I may, to ask the actuary to make a comment
on this general statement.
Senator BENTNEIT. I would like to have those figures.
Mr. MYERS. Senator Douglas, you are quite correct.
In the past, in fact over the lifetime of the system, the average
earnings of all male workers covered by the system-whether they are
full time or part time-has risen from"a little less than $1,000 a year
in the late 1930's to somewhere around $4,000 now.
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Senator DOUoLAS. Quadrupled. The earnings have quadrupled.
Mr. MYEns. That is correct. Looking at it another way, comparing,
say, 1951 when coverage was expanded rather broadly with the present time, the total earnings of all persons who are in covered employment, whether these earnings are taxed or whether they are over the
earnings limit, has doubled from $148 billion in 1951 to $306 billion
in 1963.
Senator DoUGLAs. What has happened to the average earnings?
Mr. MYERS. In those 12 years from 1951 to 1963, there, of course,
have been more people with earnings because of the growing population and the labor force, but the average earnings have probably risen
about 75 percent.
Senator DOUGxAS. IS it not true that because of this increase in
earnings at a given benefit rate that you tend to collect more in contributions than you pay out in benefits, assuming the rate of benefit
is kept constant?
Mr. MYERS. Yes, sir; that is correct. That is one of the features of
the cash benefits of the OASDI system. Because of the weighted
benefit formula, as the Senator knows, a larger proportion of benefits
is derived from the lowest part of the earnings rather than on the
upper
part. as earnings rise, the benefit liability does not rise as rapTherefore
idly, and this gives some savings to the system which, of course, have
been recognized in the actuarial cost estimates and which have been
utilized in the past, in part, to liberalize the system.
Senator DOUGLAS. If the Senator will permit me to ask another
question: Is it not true in every estimate which you have previously
made on costs you have assumed that average earnings remain
constant?
Mr. MYERS. Yes; that is correct.
Senator DOUGLAS. This is one of your actuarial constants, so to
speak, that you used. Is it not true that in practice the average earnings have risen?
Mr. MYERS. Yes; that is correct.
Senator DOUGLAS. And this has provided a margin of safety which
has permitted the benefit scales to be increased?
Mr. MYERS. That is correct; yes.
Senator DoUGLAs. Judging the future by the past, unless there is a
catastrophe, do you expect this tendency to stop with the year 1964?
Mr. MYERs. No, Senator, T think that it is very, very likely that
earnings will continue to rise in the future, and such trend will generate this. you might say, profit to the system-or reduction in cost
to the system; but it also has seemed to me to be appropriate actuarial
procedure to make estimates for the present law using present earnings
levels.
Senator DOUGLAS. I understand. I think you are a very cautious,
very conservative actuary. I simply want to point out that there is
a margin of safety which is not included in the set of current statistics which helps to explain why the benefits could have been increased in the past without depleting the reserve.
Senator CU iTIS. Now, I yield to Senator Dirksen.
Senator DIRKSEW. Well, Mr. Myers, I assume that all these percentages and figures are based upon present hospital costs, are they
not?
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Mr. MyERjs. In the cost estimates that we have currently been quoting
for the King-Anderson bill, and for similar proposals, at least following the discussion with the House Ways and Means Committee,
the assumptions have been that the hospital costs have been based both
on what we project that they would be in 1965, plus an allowance that
in the future hospital costs will rise more rapidly than wages for about
the next 5 or 6 years, with perhaps a 10-percent differential, and that
after then we assume that if wages go up, hospital costs will go up at
the same rate.
Senator DIRKSEN. Isn't it true, as a matter of fact, that hospital
costs have followed an almost precise pattern, and have risen 3 to 4
percent every year?
Mr. MYERs. Senator Dirksen, in the past 10 years hospital costs have
risen at a rate of about 7 percent a year, and wages-

Senator DIRKSEN. Every year

Mr. M-rims. An average of 7 percent a year, some years a little more,
some years a little less.
For example, in 1963 the increase was 5.6 percent. At the same
time, over this roughly 10-year period, earnings in covered employment have increased about 4 percent a year. So there has been this
gal) of 3 percent a year, and in the estimates that are currently being
made, we assume that this gap continues until 1965, but that after
1965 it gradually closes, so that by perhaps 1970, wages and hospital
costs are assumed to increase at the same rate in the future.
Senator DinKsEN. Why do you make that assumption?
Mr. MYERs. Well, Senator, it seems reasonable that at some point in
the future hospital costs can't keep rising more rapidly than wages
because after a while the costs of a day in the hospital would be far
more than anybody could possibly pay.
The reason for the gap in the past has been, at least in part, that
hospital wages have been relatively low; and this difference has been
diminished, and there have been other factors of this sort., so that,
in the long run, we feel that it is a reasonable assumption that hospital
costs and wages will have to move together.
Now, whether 5 or 6 years will be when the gap will be closed or
not, I don't know. But in discussions with the Ways and Means Committee we developed this assumption, and I have based the estimates
on it.
Senator ThRKSEN. Yes; but, Mr. Myers, what you are saying here
is that history rises to smite one in the face with its own figures. That
there is between wages and hospital costs a gap of 3 to 4 percent. You
are hoping that somehow by some miracle that is going to close in the
future.
Now, I would just like to know what the basis of it is for that assumption or hope, if that has been the pattern over a period of years.
It looks to me like its knocks Senator Douglas' case right out of court
by what has been happening over the years and those costs are going
to increase and what you will be up against is either an increase in
the contributions or an increase in the base to which it applies and, of
course, that was discussed by the Secretary yesterday when he was
speculating with some figures in the neighborhood of $6,000, $6,600.
Mr. MYERs. I would agree36-453--64-10
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Senator DIRKSEN. I just want to know. It just looks to me like you
are catching up with yourself in a circle that has come full tilt. And
what we are up against here is the constantly rising increase in the contribution or the base in order to offset that gap. You hope that that
gap will close. Is there anything on which you can predicate that
r. .MYERS. I think there are some things, Senator Dirksen-of
course, nobody can know precisely about this over the short range but,
of course, over many, many years in the future, this gap has to close.
But even over the short range, the increase in hospital costs in 1962
was 5.3 percent; in 1963 it was 5.6 percent, but in the early 1950's it
was as much as 7 or 8 percent a year.
So, this differential has been coming down some.
Then, too, there is the fact that prices of other things, as you know,
have not risen as fast as wages, and it seems, I think, reasonaitble to assume that this rise we have been experiencing in hospital costs which
is more rapid than wages eventually has to wear itself off.
Senator DimisEN. Could you put'in the record a table--of course it
is sheer estimate-covering the next 10 years on the assumption that
that gap is not going to close, and what we have to do if the gap doesn't
close?
Mr. Mi-ri s. Yes. I have made estimates on that base. I made them
when w3 had our long sessions with the Ways and Means Committee.
Tliey said, "Let's make the estimates on different assumptions." The
original assumptions that I used were ones that I thought reasonable,
but they said, as you have said, "Suppose this 3-percent differential
goes on for a full 10 years without grading down from 3 percent to
zero in 5 or 6 years." This assumption would increase the cost of any
hospital benefits proposals by about 20 percent.
So, that, for example, instead of an additional 0.80 to 0.85 percent
of taxable payroll for the King-Anderson bill if it were added to the
Mills bill, you would need perhaps 1 percent.
Senator'DIRiSEN. I think it would be most informative if you could
l)repare such a table on the assumption that the history pattern will
continue and that the gap will not close and then indicate what we
have to do about the contributions as well as the base.
Mfr. MfYERS. You can do either way. You can finance it by the tax
base or you can finance it by the earnings rate.
Senator DIRKSEN. Either one or both.
Mr. BALL. Senator, could I make one additional point here?
Senator DiKSEiN. Yes.
Mr. BALL. And that is that these estimates being long-range estimates over really the indefinite future, I think it might be important
to bring out that the assumption that on indefinitely, 50 and 75 years
from now, prices of hospitals are going to continue to rise just as fast
as wages do, has a very conservative element in it.
It allows for very big increases in hospital pricing, and even if in
the short run prices should outrun wages for a few more years than
Mr. Mfyers has assumed here, there is, in my judgment, a considerable
likelihood that over the long run there would be an offsetting factor
where later on wages might run higher than price increases, and then
you would still have a valid estimate here.
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Senator DIRKSEN. I think, frankly, it is a little astonishing that you
haven't done a little more to inform the Congress and the country as
to these rising hospital costs. Hospital workers are organized today,
they bargain collectively and, of course, these costs have gone up and,
as Ur. Myers so well said, the pattern shows that they have gone up 7
percent a year.
Mr. BALL. His cost estimates allow for it.
Senator DIRKSEN. Exactly so.
Mr. BALL. Yes.
Senator DIKSELN. I think that you ought to amplify this record and
indicate what, is ahead of us for the next 10 years I would rather not
project it 50 years; that is a long time, and in accelerating it there are
always many changes. I doubt whether you can adequately and accurately foresee what is going to happen. But I think for a 10-year
)eriod you can make at least a reasonable estimate, and I think you
ought to add to this record some memorandums in this whole field of
hospital costs because your figures and your plans all go out of the
window if your cost estimates are unsound.
Mr. Coi-n,. Senator, could I just clarify one point?
Senator DIiRKsE N. Yes.
Mr. CoIHEN. There are three factors in hospital costs and we have
only been talking really when we speak about it; one, there are the
average costs per day; then there are the proportion of people who
are admitted to a hospital, that has been going up somewhalt, along
with the labor rate; and then there is the length of stay in the hospital.
Those three factors togetherSenator BPNNE'rV. There is another one, which is the increasing
complexity of hospital treatment.
Mr. Comin,. Yes. Well, that really is, that is encompassed in my
first one, although you are quite correct, that the reason in part for the
average daily rate per se going up is the fact that you have more technological equipment, and that equipment costs, pius the payroll costs
which represents about two-thirds of the hospital, they have to pay for
more technically competent people, and I would say in connection
with Senator Dirksen's question that that is probably going to continue to go up because hospital wages represent, if you compare wages,
represent only about 60 percent of industrial wages and in a conpetitive society, to keep people in the hospital it is going to go up.
But Senator Douglas made an extremely important point yesterday.
Eahven though that first factor goes up, the rate of admissions, and
the length of stay in hospitals doesn't necessarily have to go up if you
have alternative methods in our society for treating people's medical
care needs, and if we were to expand the extent of skilled nursing
homes, convalescent care, and progressive patient care that would not
keep people in the high-cost hospital bed, and provide for the visiting
nurse service, then the total economic cost, and this would be true
whether it would be Blue Cross or King-Anderson, could be kept in a
more reasonable balance and, therefore, I think that although the
daily rate per day might continue to go up, the fact of the matter is
as you know in many cases, for instance, like in maternity cases the
average stay has gone down, so the dollar costs per patient stay doesn't
necessarily have to go up.
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So, I think you would have to take all-that isthe reason why it is
rather complicated, and I would say, Mr Myers says it will continue
to go up, but I would hope in connection with the Hill-Burton program, the nurse education program that you passed, these other things,
that the economic cost to society, whether you pay it out of your
private pocket or Blue Cross or a public program would not continue
to rise as fast in the future as it has in the past.
Senator DiRKSEN. Well, Dr. Cohen, all I can say is in this whoh
field of imponderables you just try to get into a hospital today, and
they almost have to slide you in with a shoehorn in order to get in.

Mr. COHEN. That is correct,

Senator DiJKSEN. They have that caseload there which shows that
people will get hospital treatment.
Mr. CoIIEN. That is, of course, the reason
Senator DHKSEN. And they will stay in hospitals. Sometimes they
fairly have to drive them ott. Human nature is going to continue
in exactly that way in the future, so the only thing you can do is to
deal with the hard realities of rising costs, and how you are going to
keep your funds actuarially sound.
Mr.' COHEN. Of course, Senator, just the other day you passed these
vel extensive amendments to the Hill-Burton program to build many
more hospital beds and nursing home beds, which, as you say, are very
importantly needed.
Now, after you build the hospital bed and the nursing home bed, you
have to build up now to help train more nurses and then you are faced
again with the question Senator Douglas raised yesterday, How are you
going to help people to pay for the service when they get into the
hospital and use the hospital bed or skilled nursing?
Senator DIRKSEN. Of course, what you are up against is Parkinson's law. You are going to provide tlese beds and those beds are going to be filled.
Mr. CoiE.. What I am really saying, Senator, is the point you make
with regard to hospital costs as applicable to King-Anderson is equally
applicable to Blue Cross and private insurance in our economy because
if you are going to meet these costs, and I presume they have such a
high priority in the marketplace, that people are going to pay the costs
in the hospital even if we say they were uneconomic.
As you can see Blue Cross plans frequently are changing their rates,
commercial plans are changing their rates. The State 65 plans are
losing mony in many of the plans because they can't adjust their rate
structure fust enough.
So, I would say Blue Cross, public hospitals, public insurance, all
are faced with this exact same issue.
Senator DRmXEN. Well, Mr. Myers, can you supply in tabular form
that information I requested?
Mr. MrYRns. Yes, Senator.
Senator DmKSEN. And if you would put in a table showing for the
last 10 years, the appreciation in hospital costs by years.
Mr. Myr s. Yes, I will do that, Senator Dirksen.
Senator DmKSEN. Thank you.
Thank you, Carl.
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(The information referred to follows:)

AUGUST

7, 1964.

MEMORANDUM

From: Robert J. Myers.
Subject: Actuarial cost analysis of hospitalization benefit proposals-Assumptions and results.
This memorandum will present a discussion of various aspects of the actuarial
cost estimates for the hospitalization and related benefits that would be provided under the King-Anderson bill (H.R. 3920 and S. 880).
PAST INCREASES IN HOSPITAL COSTS AND IN EARNINGS

Table 1 presents a summary comparison of the annual increases in hospital
costs and the corresponding increases in earnings that have occurred since 1954
and up through 1903.
The annual increases in earnings are based on those in covered employment
under the old-age, survivors, and disability insurance system as indicated by
first quarter taxable earnings, which by and large are not affected by the maxiinun taxable earnings base. The data on increases in hospital costs are based
on a series of average daily costs (including not only room and board, but
also other charges) as prepared by the American Hospital Association.
The annual increases in earnings have fluctuated somewhat over the 10-year
period, although there have not been too large deviations from the average
annual rate of 4 percent; no upward or downward trend over the period is discernible. The annual increases in hospital costs likewise have fluctuated from
year to year around the average annual rate of 6.7 percent; the Increases in
the last 2 years were relatively low as compared with previous years.
Hospital costs then have been increasing at a faster rate than earnings. The
differential between these two rates of increase has fluctuated widely, being
as high as somewhat more than 5 percent in some years and as low as a negative
differential of about 1 percent in 1956 (with the next lowest differential being
a positive one of about 1 percent in 1962). Over the entire 10-year period,
the differential between the average annual rate of increase in hospital costs
over the average annual rate of increase in earnings was 2.7 percent.
In the future, it is likely that earnings will increase at a rate of about 3 percent per year. It is difficult-and perhaps impossible-to predict what the
corresponding increase In hospital costs will be. It would appear that, at the
least, hospital costs would, on the average, increase perhaps 2 percent per year
more than earnings for a few years and that at the most, hospital costs would
increase in the near future at an average annual rate that is 3 percent in excess
of that for wages. It is recognized, of course, that these "minimum" and
"maximun" assumptions result in a relatively wide spread in the cost estimates for hospital Insurance proposals if the estimates are carried out for a
number of years into the future.
ASSUMPTIONS

UNDERLYING ORIGINAL COST ESTIMATES FOR KING-ANDERSON

BILL

The actuarial cost estimates for the King-Anderson bill are presented in detail-as to assumptions, methodology, and results-in Actuarial Study No. 57
of the Social Security Administration.
In considering the hospitalization-benefit costs in conjunction with a levelearnings assumption for the future, it is su.qcient for the purposes of long-range
cost estimates merely to analyze possible future trends In hospitalization costs
relative to covered earnings. Accordingly, any study of past experience of hospitalization costs should be made on this relative basis. The actual experience In
recent years has indicated, in general, that hospitalization costs have risen more
rapidly than the general earnings level, with the differential being in the neighborhood of 3 percent per year-2.7 percent in the last 10 years.
One of the uncertainties in making cost estimates for hospitalization benefits,
then, is how long and to what extent this tendency of hospital costs to rise more
rapidly than the general earnings level will continue in the future-and whether
or not it may in the long run be counterbalanced by a trend In the opposite direction. Some factors to consider are the relatively low wages of hospital employees (vhich have been rapidly "catching up" with the general level of wages
and obviously may be expected to "catch up" completely at some future date,
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rather than to increase Indefinitely at a more rapid rate than wages generally)
and the development of new medical techniques and procedures, with resultant
increased expense. In connection with the latter factor, there are possible counterbalancing factors, in that the higher costs involved for more refined and extensivo treatments may be offset by better, general health conditions, the development of out-of-hospital facilities, shorter durations of hospitalization, and less
expense for subsequent curative treatments as a result of preventive measures.
Also, it is possible that at some time In the future, the productivity of hospial
personnel will increase significantly as the result of changes In the organization of
hospital services or for 'other reasons, so that, as in other fields of economic
activity, their wages might in the long run Increase more rapidly than hospitalization prices.
Perhaps the major difficulty inI making, and in presenting, these actuarial cost
estimates for hospitalization benefits is that-unlike the situation in regard to
(ost estimates for the OASDI monthly benefits, where the result Is the opposite-an unfavorable cost result is shown when total earnings levels rise, unless the
provisions of the system are kept up to (late (insofar as the maximum taxable
earnings base and the dollarr amounts of the deductibles are concerned). The
reason for this is that there is the fundamental actuarial assumption that the
hospitalization costs will rise at the same rate over the long run as the total
earnings level, whereas the contribution Income would rise less rapidly than
the total earnings level unless the earnings base Is kept ul) to (late, since coltributions depend on the covered earnings level, which Is dampened if the earnings base is not raised as earnings go Ul). Accordingly, it is necessary in the
actuarial cost estimates for hospitalization benefits to assume either that earnings levels will be unchanged in the future or that, if wages continue to rise
(as they have done in the past), the system. will be kept up to date Insofar as
the earnings base and the deductibles are concerned.
The basic assumption underlying the actuarial cost estimates In actuarial
study No. 57 is that the relationship between earnings and hospital costs will,
on the average, be the same into the future as in the 1961 experience. Alternatively and equivalently, these assumptions mean that earnings and hospital
costs will rise, on the average, at the same rate in the future and that the
earnings base will be adjusted proportionately with changes in the earnings
level. Under these assumptions, it Is estimated that the financing provided in
the King-Anderson bill will be adequate to support the cost of the benefits
and the administrative expenses. It will be recalled that the cost of the bill, on
these assumptions, is estimated at 0.68 percent of taxable payroll, of which
0.5 percent is derived from the increased combined contribution rate on employers and employees, and the remaining 0.18 percent is derived from savings
due to raising the earnings base from $4,800 to $5,200. It will also be recalled
that the bill provides that the hospital insurance trust fund shall be completely
separate from the OASI and disability insurance trust funds, so that the assets
of the latter cannot be used to pay hospital benefits.
PROPOSED ALTERNATIVE ASSUMPTIONS FOR IIOSPITALIZATION-RENEFITS COST ESTIMATES
One alternative that has been discussed would assume the continuation into
the long-range future of recent trends In the relationship between hospitalization costs and the general wage level, while at the same time assuming that on
into the long-range future there would be no change in the maximum earnings
base under the OASDI system.
In the recent past, the general earnings level has increased at a rate of about
4 percent a year, while hospital costs have risen about 7 percent aI year, so that
there is a differential of about 3 percent. Assuming the continuation of these
trends Into the indefinite future and assuming at the same time no change in the
maximum earnings base would have the following effects:
(1) Eventually hospitalization costs would exceed 100 percent of the earnings
of all workers in the country-let alone, of taxable earnings.
(2) Virtually everyone entitled to cash benefits under the OASDI system would
have the maximum benefit prescribed under the law, since they would have
their benefits figured on the maximum creditable earnings. The earnings of the
lowest paid part-time workers would eventually rise to the present maximum
earnings base.
(3) The cash benefits of the OASDI system would be only a very small proportion of a person's previous earnings.
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(4) As a percentage of taxable payroll, the cost of the OASDI system would
be considerably less than it is presently estimated to be-to the extent of about
1% percent of taxable payroll.
Such an assumption was not used in the cost estimates because I consider that
it is completely unrealistic-and is even an "impossible" one. It is inconceivable
that hospital prices would rise indefinitely' at a rate faster than earnings because
eventually no one--a currently employed wage earner, let alone an older personcould afford to go to a hospital under such cost circumstances.
As a numerical example, let us consider a full-time male worker now earning
the "typical" amount of $20 per day, or $5,200 per year. The average daily
cost for hospitalization (including not only room and board, but also other
charges) for persons of all ages is about $40 currently, or twice the average
daily wage. If wages increase 4 percent per year, and is hospital costs increase
7 percent per year-indefinitely into the future--then the following situation
will occur:
Item
Average daily wage ...........................................
Average dally hospitalization cost --------------------------Ratio of hospitalization cost to wage ------------- percent.
Proportion of wage covered by $5,400 ------------------ do ---

At preseInt

Iti 20 years

In 50 years

$20
$40
200
100

$43.82
$154.79
353
47

$1,178.28

$142.13
829
15

Consideration of the foregoing figures indicates that whereas the cost of a
hospital (lay now represents, on the average, 2 days' wages, in the future if
the assumed trends take place, the cost of a hospital day will in a half century
be over 8 days' wages. Quite obviously then, it is an untenable assumption
that there can be a sizable differential between the increase in hospitalization
costs and the increase in earnings levels that will continue for a long
period into the future.
One important reason for tile fact that recently hospitalization costs have
risen faster than tile general earnings level is that the wages of hospital
employees have risen at a faster rate than the general earnings level.
Personnel costs are about 60 percent of all hospital costs. The fact that the
wages of hospital employees have been rising at a faster rate than all earnings
reflects a "catching up" from a situation where hospital workers were significantly underpaid in relation to other workers.
It is obvious that such a trend cannot continue and that a point will be
reached after which wages paid to hospital workers will rise, on the average,
at the same rate as the general earnings level, Nor can other elements in
hospitalization costs be presumed to rise indefinitely at a faster rate than the
general earnings level.
It is not unlikely that the price of hospital services will for a considerable
time rise faster than other prices, but if the price of any product continues to
rise faster than earnings, it would eventually be priced out of the market.
Actually, over the long run, hospitalization costs to the consumer are likely to
show conflicting trends. On the one hand, improved technology is leading
to more expensive hospital services and to the need for additional personnel. On
the other hand, the duration of hospital stays is declining as a result of the
improvement in care.
Another alternative that has been discussed is to assume a continuation of
recent trends for a period of time. say 10 years, with hospitalization prices
from then on rising at the same rate as earnings. but with no change in the
maximum earnings base indefinitely into the future. This assumption has the
same basic defects and weaknesses as did the previous assumption of continuously rising earnings and hospitalization costs rising continuously at a more
rapid rate. except that the effects are somewhat deferred. Tile only major
difference Is that hospitalization costs would not exceed 100 percent of the
earnings of all workers in the country, although they would exceed 100 percent
of taxable earnings.
Still another alternative that could be considered Is to assume a continuation
of recent trends for a period of time, say 10 years. with both hospitalization
costs and earnings leveling off thereafter, and with no change in the maximum
earnings base from the presently proposed $5,400 at any time. This assumption has the following effects:
(1) The estimated cost of the hospital insurance proposal would be somewhat
higher than presently estimated. But, on the other hand. the estimated level-
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cost of the OASDI cash-benefits program, using the same assumptions, would be
lower than now by about 0.6 percent of taxable payroll. This reduction in
estimated cost of the OASDI cash-benefits program would be somewhat greater
then the increase In the hospitalization cost estimate of about 0.5 percent of
taxable payroll that would occur under these assumptions.
(2) The highest earnings subject to contributions would be more than 30
percent below average earnings. As a result, much as under the previous alternative assumptions, a vast majority of those entitled to OASDI benefits
would eventually be getting close to the maximum benefits, and these benefits
would represent a relatively low proportion of past earnings.
I did not use this assumption in the official cost estimates because I consider it also completely unrealistic. It seems to me that it would be unwise
to base the cost estimates on an assumption that, even though earnings may rise
substantially In the future, no adjustments would be made in the cash benefits
and the maximum earnings base. Such an assumption leads to estimates showlng a significant reduction In the level cost of the OASDI system and would Indicate the system to be substantially overfinanced. This might then result
either in a decision to increase cash benefits now or to reduce the statutory
schedule of contribution rates.
Yet, as a matter of fact, as increases in earnings did occur, It would
become necessary to increase the benefits under the program if the beneficiaries
are not to be forced to live at a level which, with time, would become Increasingly below that of other Americans. Thus, since these assumptions result
in estimates showing lower costs for the cash benefits than will occur, because
they are counting on gains to the program from assumptions that will almost
certainly require the program to be liberalized, they are not conservative as.
sumptions. In my opinion, they are dangerously lacking in conservatism.
An alternative assumnption that has been proposed and that is reasonable Is
that we should consider the relationship between hospitalization costs and
wages as It can reasonably be anticipated to be In 1965 and that we should
assume that hospitalization costs rise more rapidly than wages only for 5 or 6
years (with the aggregate differential after 1965 being 10 percent). From then
on, it is assumed that, on the average and over the long run, covered earnings
levels and hospitalization prices will rise at the same rate. This assumption has
been adopted for my current cost estimates.
In the event that earnings do rise as they have In the past, it is assumed
that the maximum earnings base will be Increased from time to time. This
is a realistic assumption based on past performance. The maximum earnings
base has been Increased from $3,000 in 1939 in a series of steps until today it
is $4,800. If, however, by any chance the earnings base were not increased
for a few years In the future, even though earnings rose, then the system as
a whole would still be actuarially sound since the savings to the OASDI cashbenefits portion, under any set of reasonable assumptions, would more than
offset the "loss" to the hospitalization portion. The hospital-benefits portion
taken alone would also be soundly financed If later on the earnings base were
raised sufficient to preserve the prior relationship to wages.
COMPARISON OF RESULTS OF COST ESTIMATES FOR KING-ANDERSON

BILL

This section will present the cost estimate for the King-Anderson bill that Is
currently being used and will analyze it in relation to the cost estimate that
was made at the beginning of 1963 when the bill was introduced (as contained
in Actuarial Study No. 57).
The cost estimate originally made showed a level cost of 0.68 percent of taxable payroll, on a $5,200 earnings base. The underlying cost assumptions were
as follow's:
(a) 1961 earnings levels.
(b) Hospital costs would, In the future-on the average and over the long
range-rise at the same rate as wages.
(c) The earnings base and the dollar amounts of any deductibles would be
kept up to date with the changing earnings levels (i.e., so that from time to
time in the future, the earnings base would be adjusted so that it would bear
the same relationship then as $5,200 would in 1961).
In regard to assumption (b), it was recognized that hospitalization costs
would undoubtedly Increase more rapidly than wages in the near-future years
following 1961, but it was assumed that In the long-distant future, hospitalization costs would Increase somewhat less rapidly than wages-just as in the past,
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and likely in the future, the general level of price rises less rapidly than the
general level of earnings. This initial estimate of a level-cost of 0.68 percent
of taxable payroll, on a $5,200 earnings base, remains valid under the assumptions made, which seems to me to represent one reasonable set of assumptions.
The estimated level-cost of the hospitalization and related benefits in the
King-Anderson bill (when applied to the provisions of the Mills bill as to
earnings base and insured-status provisions) is, under current estimates, 0.85
percent of taxable payroll with a $5,400 earnings base and with different
underlying cost assumptions, as will be indicated hereafter. The cost assumptions being used in the current estimates are considerably more conservative
than those used in Actuarial Study No. 57 and seem to me to represent another
reasonable set of assumptions, as follows:
(a) 1968 earnings levels.
(b) Hospitalization costs will increase more rapidly than wages until 1065
(in accordance with past experience), and thereafter, the differential between
the rate of increase of hospitalization costs and the rate of increase of earnings
will diminish until after about 5 or 6 years, when the two rates will be the
same--on the average and over the long run remaining the same thereafter.
(o) The earnings base would be kept up to date with the changing earnings
levels in the future so that, on the average, it would bear the same relationship
to wages as $5,400 does in 1965.
(d) The dollar amounts of any deductibles will be kept up to date with
changes in the earnings levels after 1963.
There are several reasons for the current cost estimate of 0.85 percent of
taxable payroll, on a $5,400 earnings base, being so much higher than the
original estimate of 0.68 percent of taxable payroll, on a $5,200 earnings base,
as follows:
(1) The more conservative assumptions as to the interrelationship of hospitalization-cost trends and earnings trends.
(2) The $5,400 earnings base in 1965, under the Mills bill, is less than what
would have resulted if the $5,200 proposed in the King-Anderson bill were kept
up to date with what the latter amount was in 1961 (in other words, a $5,800
base in 1965 would be needed to be comparable with $5,200 as relative to 1961
earnings levels).
(3) The number of persons eligible for benefits as of 1965 is higher under
the Mills bill than under the King-Anderson bill because of the "transitional
insured status" provision of the former.
COST ESTIMATES FOR KING-ANDERSON

BILL UNDER ALTERNATIVE

ASSUMPTIONS

Request has been made for an estimate of what the cost of the King-Anderson
bill would be under certain assumptions that I do not believe to be realistic,
for the reasons indicated in the previous discussion.
Under one of these assumptions, it would be hypothesized that the 3-percent
differential between the rate of increase in hospitalization costs and the
rate of increase in earnings that had been experienced in the past decade would
continue for* the next decade (and that thereafter hospitalization costs and
wages would rise at the same rate). At the same time, it would be assumed
that the earnings base would be kept up to date with the rising earnings
trend-or, in other words, would increase from time to time so that it would
bear the same relationship to wages in the future as the $5,400 base will be in
relationship with the earnings level in 1965. This means that in 1975 the
earnings base would be approximately $7,200 if it were kept up to date with the
assumed increase in the earnings level.
Under the rather unlikely assumption of such a "hospitalization cost-wage"
assumption, the cost of the benefits under the King-Anderson bill would be
1.04 percent of taxable payroll. The additional cost of 0.19 percent of taxable
payroll over the present estimate of 0.85 percent of taxable payroll could be
met in several different ways. First, if such an unlikely situation developed,
the cost could be financed by a higher contribution rate of 0.1 percent on both
employers and employees. Second, the cost could be financed by a higher
earnings base than one which kept the relationship of $5,400 to earnings in
1965-namely, one that would keep the relationship of $6,100 to earnings in
1965. Third, if such an unlikely situation developed, the cost could be financed
by transferring from the OASDI trust funds to the HI trust fund, a portion
of the gains to the former resulting from the rising earnings level and from
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Increasing the earnings base from time to time to keep it up to date with the
earnings level (so that only part of this gain would be used to Increase the
cash benefits to keep them up to date with the rising earnings level).
Another set of assumptions for which a cost estimate was requested was
to hypothesize, as In the previous estimate, that the 3-percent annual differential
of the increase In hospitalization costs over the increase in earnings rates would
continue for 10 years, and would then disappear, but to assume that the
earnings base would not be changed from $5,400. In my opinion, such a set
of assumptions Is not at all realistic when applied to as long a period as 10
years. The estimated cost of the benefits under the King-Anderson bill for
this set of assumptions is 1.35 percent of taxable payroll. This represents an
Increase of 0.50 percent of taxable payroll over the present cost estimate.
At the same time, however, it is most Important to recognize that the estimated level cost of the OASDI cash benefits, using the same assumptions, would
be lower than now by about 0.60 percent of taxable payroll. It seems unlikely
that over a period as long as a decade, the cash benefits portion of the program
would be allowed to deteriorate in this manner by not raising the earnings
base, and by not keeping the benefits up to date. In any event, however, it can
be seen that the reduction in cost of the cash benefits portion of the program
would offset the increased cost of the HI benefits that would result under these
assumptions.
Table 2 summarizes the various cost estimates for the benefits that would
be provided under the King-Anderson bill, under the different cost assumptions
that have been made in this memorandum.
TABLE 1.-omparison of annual increases in. hospitalization costs and in
earnings
Increase over previous year

Increase over previous year
Calendar year

Earnings in
Ilospitalizacovered enm- tion costs
ployniont

Percent
1955------------------3.8

Calendar year

FarnL
s InnHslala
IlospitalzaErl~
covered enstion costs
ploylient

IPercent
'Percent
.3 )31.60-------------------

4.8

1956
------------------1957----------------- 1958 ------------------

5.7
5.5
3.3

5. 161 .
.-----------------3.1
7',. 1962 ..................
- 4.2
8.6 1963..................
- 2.4

1959-------------------

3.3

0.8
Average I-------

Percent

018
8.5
5.3
5.6

4.0

6.7

I Rate of increase compounded annually that Is equivalent to total relative Increase from 1954 to 1963.

TABLE 2.-Summary of cost estimated for King-Anderson bill under various cost

assumptions
Assumptions as to earnings base Assumptions as to relative trends of hospltal-j
Ization costs and earnings
(1) Keeps up to (late with
what $5,200 was In 1961.

Over the long range, hospitalization costs
and earnings Increase at same rate from
1961 on.

Estimated level cost I
0.68 percent (actuarial study
No. 57).

(2) Keeps up to (late with
what $5,400 will be In
1965.

Past experience projected to 1965; in next
5 or 6 years, hospitalizatipn costs rise
more rapidly than earnings-by a total
differential of 10 percent; thereafter,
hospitalization costs and earnings rise at
same rate.

0.85 percent
mate).

(3) Keeps up to date with

Past experience projected to 1065; in next

1.01 percent (requested esti-

what $5,400 will be in
1965.

10 years, hospitalization costs rise more

(current esti.

mate 3).

rapidly than earnings-by 3 percent per
year; thereafter, hospitalization costs

and earnings rise at same rate.
(4) Remains at $5,400---------Past experience projected to 1165; in next
10 years, hospitalization costs rise more
rap ily than earningi-by 3 percent per

1.35 percent (estimated estimato 2).

year; thereafter, hospitalization costs
an(i earnings rise at same rate.
I Expressed in terms of percentage of taxable payroll.
2 See text for discussion as to why the assumlptions for (3) and (4), especially the latter, are unrealistic.

Senator Cuii'rs. I don't mean to take so long but this is an important program; it will last a long time. I think the proponents
will agree with that.
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What would the bill, as written now, do in the King-Anderson part
of it for the people who are already retired and are paying no social
security tax?
Secretary CELEBREZZE. Theypaid
are covered
for it? under King-Anderson.
Senator CU RTIS. Have they
Secretary CELEBREZZE. You are now referring to the two or two
and a half million people who were never covered by social security
Senator CURTIs. No. Htow many beneficiaries do you have under
social security, Mr. Myers, roughly?
Mr. MYEits. At the
Senator CuRTis. Receiving benefits.
Mr. MYERS. Receiving benefits?
Senator CURTIS. Receiving old-age benefits, not survivors.
Mr. MYEits. The primary beneficiaries, that is retired workers
aged 65 and over, let's see, are approximately 91/2 million, and the
total beneficiaries aged 65 and over, including wives, widows, and
parents, are now 13.4 million.
Senator CURTIS. All right.
Now, Mr. Celebrezze, how many of those 13.4 million, if the bill
is passed, the Gore bill, will receive the benefits of King-Anderson?
Secretary CELEBREZZE. All of them, Senator.
Senator CURTIs. All of them? How much have they paid for it?
Secretary CEIEBHEZZE. About two or two and a half million have
never contributed.
Senator CunTIs. No, no. I am talking about how many of them
have paid for King-Anderson benefits?
Secretary CELBREZZE. Well, they wouldn't have paid anything
specifically but they are part of the social security system.
Senator CURTIS. Oh, yes, they got in?
Secretary CELEBREZZE. Well, let me develop that point just a little
longer. I think I know what you have in mind. [Laughter.]
Senator CURTIS. It is very plain what I have in rain.
You are
going to give these benefits, which you contend are very fine, helpful
and generous, to 13.4 million people who haven't paid a dime.
Secretary CELEBREZZE. I think that the Congress has in the past expressed itself as intending that those who were under the social security program and who have already retired are entitled to increased
benefits. You have done that in the past.
Senator CURTIS. Increased retirement benefits.
Secretary CELEBREZZE. Increased retirement, or any other increased
benefits.
Senator CuRTis. What other benefit have we given a retired man
aside from increased retirement benefits or those related to retirenents benefits such as survivor or widow, without payment?
Mr. BALI. Senator, I think perhaps a comparable situation was
when the program was extended to the new risk of disability. You'
will remember that what the Conigress did at that time was to allow
people to receive disability benefits if they had contributed in the
past under the social security program for a given period of time,
even though they never, after the passage of the disability provision,
made a specific earmarked contribution for disability. For example,
the group was picked up who worked, say, between 1937 and 1942
and then became disabled even though the program didn't become
law until 1956.
Senator Cu-Rris. It is partially in point. But retirement comes
from two causes or in two ways, one from reaching the retirement
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age, and the other from being totally disabled so you have a compulsory retirement. It is still a retirement benefit.
Mr. BAuL. My only point was that the Congress did establish something of a precedent, in covering a new risk, by saying that you did
not need to make an earmarked contribution under social security
for the new risk, but rather said they would use past earnings under
social security as a basis.
Senator Cmris. But it was still a benefit that was based upon
wages.
Mr. BALL. That is right.
Senator CURTIs. And that is what the retirement benefit is, isn't
it- to offset wage loss?
Mr. BALL. Yes.
Senator CuRTIS. If this Gore bill is passed, are you going to give
these King-Anderson hospital benefits to all of these i3.4 million people
who have not paid for that particular risk, regardless of property
ownership or income?
Mr. BALL. Yes, sir, in the same way, really, that was done when
disability insurance was passed, and people who had not contributed
for it got disability benefits.
Senator CURTIs. Is the disability fund solvent?
Mr. BALL. Under the House bill, there is a reallocation of 0.15 percent of payroll over to the disability fund. At the present time
there is a long-range actuarial imbalance of 0.14 percent.
Senator Cuni-xs. What do you mean by an imbalance? Shortage?
Mr. BALL. It means that it is estimated that over the long run you
would need 0.14 percent of payroll more to pay the benefits as they
fall due.
Senator CuRTis. Then it isn't paying its way without the House
bill change?
Mr. BALL. It needs 0.66 percent instead of the 0.50 percent presently
allocated, it is 0.66 under the bill because of the increase in benefits.
Senator CuRTis. Then if you want to classify these together-first,
let me ask how nply disabled people are there drawing benefits?
fr. BALL. A little over 900,000 workers and, I would say, around
300,000 dependents of those workers.
Senator CURTIS. Only about a million two hundred thousand.
Mr. BALL. 600,000 dependents-1.5 million altogether. I should
correct that.
Senator CuriTs. A million five.
Mr. BALL. All together.
Senator CuRTis. And you had an imbalance of how many percentage
points?
Mr. BALL. Fourteen one-hundredths of 1 percent is the estimated
amount.
Senator CURTIS. Until you propose to correct it now.
Granted it has some similarity, I don't expect you to agree but I
do not think it is comparable, you are taking on a load of 13.4 million.
Mr. BALL. But Senator, the disabled get an average benefit of about
$90 a month, and we are talking here of a hospital insurance policy
that is worth in the neighborhood of $7.50. The numbers of people
aren't the only thing.
Senator BENNE.TT. Now, wait a minute. You are comparing benefits to costs. Ninety dollars is a benefit, how many dollars would the
hospitalized elderly person get? Do you assume that the hospital is
going to take care of these people for only $7 a month?
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Mr. BALL. $7.50 a month, Senator, is the average for all the people
covered, not just for those in the hospital. In other wordsSenator CURTIS. But you have talked about $90 for the people
drawing benefits.
Mr. BALL. Of the 13 million people you spoke of, only a relatively
few are in the hospital at any given time. But if you take all the costs
of hospitalization and say how much it is worth for the 13 million,
as at matter of protection, then it is $7.50.
Senator BENNETT. How many people are covered against potential
total disability, not just 900,000, everybody on social security is covered for potential disability.
Mr. BALL. About 53 million are exposed to the risk and protected.

Senator BENNETT. Sure.
Mr. BALL. But not beneficiaries. The Senator, I believe, was comparing two groups of beneficiaries in terms of costs.
Senator BENxTT. You are getting us lost in technical semantics.
And you are trying to say to us that it costs so much more to take
care of 900,000 people than it can possibly cost to take care of the
potential of 131/2 million.
Mr. BALL. Seiiator Bi~inett, perhaps this would help. The comparable costs of the two protections, measured as a percent of payroll,
are that the King-Anderson benefits are worth 0.85 percent and, as
we said, disability benefits are worth 0.64 percent. I am not making
the point that it is a big difference. I am saying they are not too far
apart. Disability is somewhat less. I thought Senator Curtis was
making the point that hospital insurance was much, much more.
They are not too far apart.
Senator CURTIS. Out of every thousand workersMr. BALL. I beg your pardon?
Senator CURTIS. Out of every thousand workers how many of them,
according to past statistics, are going to become totally and permanently disabled before they reach 65?
Mr. MYERS. Senator Curtis, I would say that about one per thousand
eligible workers become disabled in a year.
Now, over the course of a working lifetime, probably, if you took a
group starting out at age 20, somewhere between 2 percent and 5 percent might ultimately go onto the disability benefits roll before they
are 65.
Senator CURTIS. Two to five percent.
Senator LoNG. That is a wide variation, can't you be more precise
than that?
Mr. MYeRs. Senator, I don't have the figures with me, and I don't
recall exactly.
Senator LONG. Can you provide it for the record? I would like for
the record to be more precise than that.
Mr. MYERS. I can give you a much more precise figure. I just
wanted to give you some idea of the relative magnitude.
(The ip formation referred to follows:)
AUGUST 7, 1964.

MEMORANDUM
From :Robert J. Myers.
Subject: Proportion of persons becoming disabled.
At the hearings of the Senate Committee on Finance today, question was
raised as to the proportion of persons who become disabled during the course
of their lifetime and meet the definition of disability so as to qualify for disability benefits under the old-age, survivors, and disability insurance system.
Such qualification requires, in general, a condition of inability to engage in any
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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 longcontinued and indefinite duration that has lasted for at least 6 full calendar
months, and the possession of the necessary insured-status qualifications.
At the hearings, I gave the rough estimate that for a group of individuals entering the system at the younger ages (say, 20-24), the proportion that would become so disabled would be from 2 to 5 percent. Subsequently, I have made an
exact computation of this proportion on the basis of the operating experience of
the OASI program and find that an intermediate estimate thereof is 8.4 percent
(subject, of course, to some range of variation, depending upon how closely future experience would follow the past experience).

Senator CURTIS. Coming back to these 13.4 million you are going
to cover without any contribution, out of every thousand people over
65, how many of them are going to have to have hospitalization?
Mr. BALL. You mean at some time between 65 and death?
Senator CuRis. Yes; that is what we base the disability on; of
somewhere between 2 and 5 percent.
Mr. BALL. Including terminal illnesses, Senator, probably 90 percent would be in the hospital at some time.
Senator CurTIs. So while 2 to 5 percent of our people become totally
disabled, 90 percent of the people over 65 are going to have to have
some hospitalization?
Mr. BALL. Yes, sir; and when they have it, of course, it will be for
an average amount of $400 or $500, while the 2 to 5 percent disabled
may come on the rolls at 50 or 55 and get $90 a month for the rest of
the time.
Senator CURTIS. Oh, no; they would get it at 65 anyway.
Mr. BALL. Yes, from say 50 or 55 to 65 at $90 a month. I am not
arguing with your point, Senator, but merely saying that the comparable costs between disability and hospital insurance are best measured, I believe, by saying the hospital and other benefits of KingAnderson are 0.85 percent of payroll, and the disability cost is 0.64
percent.
That is what it comes out to be when you put all these things
together.
Senator CuRTIS. Now, this disability group that the House bill corrects-to put it in balance, to take up the shortage--is the percentage
of people availing themselves of it and proving that they are totally
and permanently disabled, and that is what they have to be now.
Senator CuRTIS. It isn't totally and temporarily disabled.
Mr. BALL. Yes, sir.
Mr. BALL. No; that is an approximately of the definition-permanent and total. The law actually has aSenator CURTIS. Is the number increasing?
Mr. BALL. Yes, sir.
Senator CURTIS. They are?
Mr. BALL. Yes.
Senator CURTIS. Is that because of failure of medical science that
closes the benefit off?
Mr. BALL. No; it is largely the newness of the program.
At first, Senator, the roll builds up because terminations by death
or other reasons don't balance the numbers coming on.
Senator CURTIs. I will put my question this way: Is the number of
new enrollees in the category of permanently and totally disabled
increasing?
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Mr. BALL. To an extent that is true, too, because you have a larger
group at risk, a larger exposed group. Remember I referred to the
fact there are about 53 million who are insured for disability. You
have to meet a special test and the number who meet it is growing.
Senator CURTIS. My question was on a percentage basis.
Mr. BALL. As a rate of disability related to the insured population I
don't thinkMr. MYERS. Not significantly, no.
Senator CURTIS. What does the King-Anderson bill, as now written
and which you support, do for civil service retirees who, we will assume, do not have social security retirement?
Mr. BALL. They are not covered, Senator, on the assumption that
there is a Government-supported voluntary plan available for retired
Federal civil servants in the area of health care if they wish to take
it.
Senator CURTIS. How about railroad?
Mr. BALL. Railroad employees are included.
Senator CURTIS. How about the individual who had to leave the
work force before his category of employment was ever covered by
social security, so he has little or no social security record; will he be
covered by King-Anderson.
Mr. BALL. He is covered for the benefits of theKing-Anderson bill,
Senator, with the costs being paid from general revenues.
Senator CURTIS. But for the other people who contributed nothing
to this new insurance program, so-called, general revenues does not
pay it.
Mr. BALL. That is correct; for social security beneficiaries it comes
out of social security contributions.
Senator CURTIS. So, how many of those people are there who have
no social security, little or no social security record of employment?
Mr. BALL. The total number of those who would be brought in by
the general revenue provisions of the King-Anderson bill, at the time
it would go into effect, is right around 2 million, Senator, perhaps 2.2.
Senator CURTIS. I used an illustration which was said was an extreme case. I cited the lawyer who had millions of dollars and the
highest income of his life and not retired but would come in under
the benefits of King-Anderson.
We won't make that a situation of someone that high on the ladder,
but suppose there is someone well able to pay their own medical bills
and hospital bills even though they are not extremely rich and they
are part of this 13.4 million. Their benefits will be paid by the workers and the self-employed and the employers who are now working
and will be working in the future, will they not?
Mr. BALL. Senator, I think it perhaps depends on how you look at
the financing of the social security program. I certainly think the
way you say it is one perfectly proper way.
Ordinarily, we have thought that the employer's contribution was
the one that was available to the system for the various situations in
which individual workers did not fully pay their own way. That
that was the source of the Senator CURTIs. As a matter of fact, the employers' taxes are
never segregated and bookkeepingwise attributed to the individual
worker, are they?
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Mr. BALL. Right. That is my point, that we tend to think of the
employer contribution as being used generally but, of court, ., the law
does not say that.
Senator CURTIS. Now, I was interested in the allusion yesterday
in the hearing and today to the contention that many States are unable to have good Kerr-Mills programs because the sources of local
and States taxes were dwindling and thus they were unable to fully
participate in the matching program of Kerr-Mills.
It has also been indicated that the passage of the KingLAnderson
bill would free as much as 40 percent of these State funds for other
purposes, possibly improvement of Kerr-Mills. Realizing that all
taxes come from the people, the worker or producer of income who
has to pay it to the local unit, the State government or to the Federal
Government and what he is faced with is this total amount of taxes.
So, I have just examined that contention with respect to a State
that has a good Kerr-Mills law. I refer to the State of Michigan.
My information indicates that Michigan has a relatively good KerrMills program. I do not have the figures for 1963 but in 1962 they
spent over $20 million on that program, which included the Federal
contribution which amounted to more than half of that.
Now, I find that if you impose King-Anderson and the nearest most
accurate estimate I could find is if the King-Anderson bill were
passed this year, that taxpayers of Michigan would be hit for more
than $120 million in extra King-Anderson taxes.
In fact, the King-Anderson taxes on the people of Michigan would
be more than that since these figures don't take into account the present plans for raising the wage base to $5,400 instead of $5,200 in the
original bill.
Nor do they take into account the testimony in the Ways and Means
Committee were Chairman Mills asserted that and I think Mr. Myers
was there and agreed, that the original estimates of the cost of the
King-Anderson program might be 50 to 100 percent higher.
Mr. COHEN. Senator, can I say something on that since I am a
resident of Michigan?
First, let me say that I am glad you call it a good law since when
I was at Michigan I drafted the Michigan Kerr-Mills law.
Senator CURTIS. Good for you. That is a good law, that takes
care of the people very well.
Mr. Coing. Well, the fact of the matter is that Michigan hasn't
a very adequate Kerr-Mills law because the legislatureSenator CURTIS. You wouldn't have drafted that.
Mr. COHEN. I tried to persuade the legislature to pass a better
program but they refused to do so.
Senator CURTIs. You are very persuasive to this committee.
Mr. CoHEN. I was not as persuasive as I would like to be with the
MAichigan Legislature in 1960. The fact of the matter is, Senator,
that there are large elements excluded from the Kerr-Mills law in
Michigan, and the income and asset provisions and the relatives'
responsibility provisions exclude a great many needy people in Michigan, and the legislature itself at the time we discussed it said they
didn't want to change those provisions because otherwise the cost
would go imp so much.
Senator CURTIS. If they had given you what you asked for in Michigan instead of costing $20 million it would cost twice that much.
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Mr. CohENx. I think prob ibly in the neighborhood of maybe three
times as much.
Senator CUnTIS. $60 million. So they pay $60 million for KerrMills and if we pass King-Anderson the people of Michigan are going
to pay an extra $120 million that is based on a $5,200 wage basis.
Mr. ConEx. May I follow Senator Bennett's point earlier ? I don't
thik you are comparing two comparable things now. King-Andersoi provides hospital coverage for all of the people over 65, and, as
you pointed out, without any income or assets or relatives' respoisibility provisions so obviously among the group of aged in Michigan
who go to the hospital many more will get a payment for hospital
care under King-Anderson.
Whereas underSenator CURrIs. I will grant that. I am not talking about the
benefits. I am talking about the matter of picking the pockets of the
taxl)ayers by the tax collector. You are going to pick the pockets of
the people of .Michigan for $120 million more at a time when you say
that, their sources of revenue are dwindling away.
Mr. ConEN. We already have t 4-percent sales tax in Michigan, we
have a very difficult financial situation, and I think on the basis of miy
experience that the State legislature there is not in a position at the
present time to really take advantage of all of the provisions in KerrMills.
Senator CURTfS. Those are the same people whose pockets you are
going to pick for King-Anderson.
Secretary CI.ELEnBiEZE. I would like to put in the record at this time,
because I believe it is important to an understanding of the limitations
of Kerr-Mills, that 74 percent of all the Federal funds under the
Kerr-Mills bill in May 1061 went to five States with only 32 percent
of the aged because these States have more liberal programs. Michigan is one of those States.
The five are New York, California, Massachusetts, Pennsylvania,
and Michigan. I think that it is significant that 74 percent of the
Federal expenditures under the Kerr-Mills Act went to five States
representing only 32 percent of the aged population. The effectiveness of a Federal-State program depends on State initiative and what
they can afford to do.
Senator LonG. What did you say, 74 percent?
Secretary CELEBBEZZE. Seveenty-four percent.
Senator Lo.No. Would you pass me the chart you might have on
that to show-I would like to see where the Southern States come in
on it. IUnless I miss my guess Louisiana is doing pretty well because
we hla d very little program to begin with.
In fact, unless I miss my guess, both Oklahoma and Louisiana did
pretty well.
Senator DOUGLAS. They generally do.
Senator LoxG. Not everything. They don't make out as well. I
am not going to apologize for Louisiana doing well, may I say to my
good friends from Illinois. [Laughter.]
Go right ahead and answer his question.
Secretary CE[.rEBREZZE. I just wanted to get that into the record.
(The tale referred to by Secretary Celebrezze follows:)
36-453o-64--11

Medical assistancefor the aged (MAA): Vendor payments and recipients, May 1964
Total payments
State

Percent of
Amount

national
total

10.0

2 $35,219,429
T otal -------------------------------------

2 10,757,600
New York ------------------------------------7.990, 328
C alifornia --------------------------------------Massachusetts ---------------------------------24,274,823
Michigan ......................................
1,937.462
Pennsylvania ..................................
1.889,240
Washington ....................................
1,333,006
21.093,257
Connecticut ------------------------------------21,053,786
New Jersey -----------------------------------463,413
Oregon -----------------------------------------Iowa ............................................
379.640
2332.673
Kansas .........................................
Maryland ' ------------------------------------320. 910
1 strictt of Columbia ...........................
302.196
Kentucky 3-----------------------------------267,232
North D akota ---------------------------------- 256.404
Id ah o ------------------------------------------245.126
F lorid a 3 ---------------------------------------238.298
234. 160
U ta h -------------------------------------------Tennessee .........................
218.255
South C arolina ---------------------------------201.468
West Virginia ..................................
186,719
Oklahoma 6....................................
179,439
Illinois 3........................................
169,988
Hawaii ' .......................................
157,654
A rkansas ---------------------------------------137, 094
Virginia .........................................
120,138
P uerto R ico ------------------------------------102,466
Maine 3........................................
97,981
Louisiana ......................................
94,646
N ew Ham pshire --------------------------------72,497
A labam a ---------------------------------------69,324
V ermont3 --------------------------------------30,245
Wyoming ......................................
8,291
Guam 4......................................
2,276
Virgin Islands ..................................
1,394

30.5
22. 7
12.1I
5.5
5.4
3.8
3.1
3.0
1.3
1.1
.9
.9
.9
.8
.7
.7
.6
.6
.5
.5
.5
.4
.4
.3
.3
.3

(.9
(z)
(I)

.2
.2
.1

Federal share of payments

Average
payment per
recipient
$194.52

57.63
56.63
5000
50.00
'5.27
73. 63
67.43
60.69
62.28
75.53
80. 0
71.76
65.65
50. 00
50.00
S0.00
65.05
50.00
65.65
73.46
56. 38
89.29
61.75
50.00
50.40
50.0)

(2)

17.51
21.78

Based on preliminary population estimated by Social Security Administration as of

Rate including States not making MAA pay-

Amount

$18, 105,953
50.00
50.00
50.00
50.00
50.00
50.00
50.00
50.00
50.00

317.82
287.31
160. 94
351.56
231.33
143.49
183.68
210.63
135.38
126.42
155.09
31.05
411.15
32.12
2*28.52
127.27
383.73
110.92
46.45
168.88
23.45
160. 50
309.63
311.57
55.87
142.51
32. 71
241.93
177.24
61.23
268.70
245. 89

Jan. 1, 1964.
2Includes money payments to recipientsnot subject to Federal matching: Connecticut,
$9"20;Kansas, $11,084; Massachusetts, $97,253; New Jersey, $9,674; New York, $53,551;
North Dtkota, $2,275.
3Includes an unknown number of persons who received money payments only, causing
average vendor payment to be slightly understated.
4 Based on States listed In this table.
ments is IO.1 per 1.000 aged persons.

Matching
percent

a

5, 352, 024
3,995,164
2.088. 785
968,731
944,620
666,503
546.168
522,056
231,706
218, 777
182,116
160.455
151.098
201,146
185,591
165.288
144,623
145,835
164.848
161.174
133,990
117,802
84,994
78,.I27
109.675
78,150
51.233
64.32.,
69,527
40,87.1
54,27L4
19,584
4, 146
1,138
697

Represents medical

Recipients

Percent of
national
total
100.0
29.6
22. 1
11.5
5.4
5.2
3.7
3.0
2.9
1.3
1.2
1.0
.9
.8
1. 1
1.0
.9
.8
.8
.9
.9
.7
.7
.5
.4
.6
.4
.3
.4
.4
.2
.3
.1
(*a)
(I,)

Percent of
national
total

Number per
1,000 aged
population 1

1IS1,056

100.0

414.3

33,848
27,811
26,562
5,511
8,167
9,293
5.952
5. 03
3.423
3,093
2 145
10.335
735
8.319
'1,122
1,926
621
2.111
4,699
1.193
7,964
1,118
549
506
2,454
843
3,133
405
534
1,184
258

18.7
15.4
14.7
3.0
4.5
5.1
3.3
2.8
1.9
1.7
1.2
5.7
.4
4.6
.6
1.1
.3
1.2
2.6
.7
4.4
.6
.3
.3
1.4
.5
1.7
.2
.3
.7
.1
.1

18.9

Number

123

15
1311
64

(,,)

.1

18.3
44.7

8.0

7.0
31.9

23.0
8.2
17.2
8.8
8.5
42.2
10.1
27.3
18.4

30.6
.9
31.5
14.4

7.3

43.8
4.3
.5
14.9
11.9

2.7
23.0
3.7

2.1

16.4
.9

2.7
.5
130.0
32.0

ssttnce for the aged segment of program for aid to the aged,

blind, (r disabled and medical assistance for the aged.
0 Less than 0.05 percent.
Average payment not computed on fewer than 50 recipients.
8 Data for March; April and May data not available.

So xrec: Dopartment of health. Education, and Welfare, Welfare Administration.

Bureau of Family Scrvw es, Division of Program Statistics and Analysis.
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Senator CuRTIs. Mr. Chairman, may I insert four pages of tables
from which I was drawing figures when I was speaking of Michigan?
Senator LoNG. I was going to ask I want this chart put in the record.
Senator CURTIS. That is what I want to put in.
Senator LoNG. They will be in the record then at this point.
(The tables referred to by Senator Curtis follow ,)
Medical assistancefor the aged: Payments for vendor medical bills: Total amount
and amount in all States reporting for specified type of service by State, fiscal
year ended June 30, 1963'
fin thousands]
In all States reporting for specified type of service
State

Total-..............

Total

3$287, 375

.,abana-----------------

Arkanas ---------------California -------------Connecticut -----------District of Colunilla 3...
Guam --------------------

685

1,311
59,295
11,549
75
16

Physiclans'

Other
practi-

Inpatient
hospital

Proscribed

Nursing
ioio

)ental

services 2

tioners'
services 2

care

drugs

care

care

$6, 692

$440

()
43
72
1
767
165
175
27
-------------------(1)

3

$134,399

$6,498

$136, 249

C --.
.................

$352

Other

$2, 715

... _ _.....

272
55
34
877 ---------26, 256
70
1,289
29,967
782
886
315
10,039
5
73
75 -----.------------------------11
1 ---------------------5
141
6
1,201
(6)
475 ---------1,599 ...............
3,385 ..................................
39
5 ......
450
241
796
5
70 -------(0)
988 -------------------- ---I
47
2,107
466 ..
.
7
434
9,739
2, 506
31.201
113
19,010 ---------513 77

1,356
2 ---------Ilawall -----------------Idaho -----------------2,342
268 ---------3,536
152 ---------Illinois -----------------Kentucky --------------901
166 ----------976
105 ---------Lculslana --------------Maine ------------------989 ---------- ---------227 ---------Maryland -------------2,855
45,122
921
209
Massachusetts ---------Michigan --------------20,379
778 ---------New lampshlre ---------175
30
( 7
137
()
--...--------8
54,072
83
409
New York ------------103,534
1,397
27
46,403
1,143
2,233
165
1
550
147
1,330
3
36
North Dakota ----------122 -------26
Oklahoma --------------1,587
359 ---------1,079 ----------682
177 ---------455 ..........
49 -----I
Oregon-----------------16,843 ------------------10,587 ---------6,117 -------- 139
Pennsylvania ----------632 --------------------------66
Puerto Rico ------------698 -------------------South Carolina ---------1,409 -------------------1,331 ---------- 50 -------- 29
656
84
41 --------------Tennessee --------------782 ------------------2,131
103 ---------306
69
1,637
9
8
Utah ------------------197 ......... .........................
Vermont ---------------198
1 ..........
a 29 ....................................
........................
Virgin Islands ...........
5
2,979
157
6
165
40
1,604
1
Washington ------------664
34
2
28
2, 708
668
1
1,312
West Virginia ----------I For States operating pooled funds or other prepayment plans, data represent payments out of these
funds to specified type of vendor. Totals do not agree with those shown in tables 2, 6, and 11 of "Source of
Funds Expended for Public Assistance" which represent assistance payments Into these funds. Program
Initiated In October 1960 under the Social Security Amendments of 1960.
SIncludes drugs dispensed by medical practitioners when these costs are not reported separately.
' Amount for the Virgin Islands not reported by type of service.
4 "Other practitioners' services" included in "Physicians' services."
5 Vendor medical program In operation less than 1 year.
6 Less than $500.
Source: U.S. Department of HEW, Welfare Administration, Bureau of Family Services, Division of
Program Statistics and Analysis, Nov. 4, 1963.
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EXHIBIT 2
federal inedicare taxes by States, 1963-64, bill 11.1?,. 3920

State

1901 taxes ;1965 taxc4
(millIons) (millions)

(1)

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

$114.3
9.9
Alaska ----------------A rizona ----------------- 59.0
Arkansas ------------52. 1
1,091.3
California-.
99.9
Colorado ...............
207. 7
Connecticut ----------D elaware --------------- 59.8
District of Columhia --68. 0
214.1
Florida ...............
172. 7
Georgia ---------------36. 0
Hawaii ------------36.3
Idaho -----------------899. 4
Illinois...............
238. 7
Indiana ................
138.2
Iowa ------------------106.3
Kans.-...............
99.7
Kentucky ............
107.7
Iouist:a..........
M aine ------------------ 40.8
164.3
Maryland ----------367.5
Massachusetts ..........
672.9
NI ichigan ------------208.4
Minnesota ...--.........
58.2
M ississippi ...........
M issouri ---------------- 295. 6
28.9
Montana .............
87.5
Nebraska .............
19.4
Nevada ................
35.7
New lampshire -------409.0
New Jersey ...........
35.2
Now Mexico ..........
2,126. 9
New York ............
North Carolina --------- 212.9
26.7
North Dakota ---------61.7
Ohio ..................
116.5
Oklahoma ...........
106.6
Oregon .................
871.4
Pennsylvania ...........
59.8
Rhode Island ---------81.9
South Carolina --------South 1iakota ----------- 26. 7
Tennessee --------------- 146.2
445.4
Texas ..................
42.0
Utah ...................
21.8
Vermont ..............
170.7
Virginia ................
183.6
Washington...........
West Virginia .....------ 64.9
W isconsin -------------- 250. 1
15.7
Wyouing .............

Estimated
Contribution to
additional taxes general revenue
Percent

MIlions

Share

Million

(3)

(4)

(5)

(0)

8.9
10.3
9.8
7.5

$13.8
1.4
7.9
5.3

402.0

9.7
11.7
10.8
9.5
8.6
8.5
10.5
9.3
11.7
11.3
10.3
9.7
8.8
9.2
8.6
10.2
10.9
12.1
10.6
0.6
10.3

13.6
33.1
8.8
8.9
25.0
20.0
5.3
.1.9
143.1
36. 7
19.4
14.0
11.9
13.5
4.8
22.8
54.5
110.7
30.0
6.0
41.4

39.3
119.0

9.9
9.4

3.9
11.2

(2)

$155.4
13. 5
80.2
70.9
1,484.2
139.9
282. 5
81.3
93.3
291.2
234.9
50.2
49. 4
1,223.2
324.6
187.0
144.6
135.6

148.5

55. 5
223.4

499.8

915. 1

283.4

79.2

26.4

11.6

9.7
9.7
48.6
11.6
557.1
8.3
47.9
2,892.0 I 11.8
8.8
289. 5
36.3
9.1
11.7
872. 7
158.48
0.3
10.8
145.0
1,185.1
11.4
10.3
81.3
115.5
8.5
36.3
9.1
198.8
9.0
9.6
605.7
9.8
57.1
9.0
29.0
9.0
232.2
11.1
250.0
10.2
88.3
310.1
11.2
9.3
21.4

172.2

2.6
4.7
64.6
4.0
31.3
25.5
3.3
102.1
14.7
15.7
135.1
8.4
9.8
3.3
17.9
58.1
5.6
2.7
20.9
27.8
9.0
38.1
2.0

Percent
1.0
.1
.6
.4
11.4
1.0
2.1
.4
.7
2.2
1.4
.4
.3
7.5
2.5
1.3
1.0
1.0
1.1
.4
2.0
3.5
4.8
1.6
.4
2.2
.3
.7
.2
.3
4.4
.4
12.8
1.3
.2
6.0
.9
1.0
6.5
.5
.6
.2
1.2
4.3
.4
.1
1.7
1.7
.7
2.1
.2
I

United States ..... 12,307. 1 116,737.7

11.1

1,811.1

100.0

Total
additional
taxes

(7)

Persons Tax per

over 05 eligible
(thou- beusesands)

ficiary

(8)

(9)

$2.6
281
$16.4
.3
1.7 •
7
1.6
9.5
114
6.3
204
1.0
29.7
201.9
1,554
16. 2
172
2.6
5.5
38.6
269
1.0
9.8
38
10.7
72
1.8
5.7
30. 7
722
3.6
313
23. 6
1.0
6.3
31
5.7
.8
63
19.5
162.6
1,055
6.5 43.2
471
3.4
22.8
342
2.6
16.6
254
2.6
14.5
307
2.9
16.4
266
5.8
1.0
108
5.2
28.0
251
9.1
63.6
602
12.5
123.2
712
4.2
34.2
387
1.0
7.0
198
47.1
5.7
534
.8
4.7
70
1.8
13.0
174
.5
3.1
20
9
.8
5.5
11.5
76. 1
629
1.0
5.0
69
33.3
374.6
1,848
3.4
28.9
311
3.8
.5
60
117.7
15.6
958
2.3
17.0
264
2.6
18 3
201
16.9
152.0
1,210
1.3
9.7
94
1.6 11.4
161
.5
3.8
76
3.1
21,0
331
11.2
69.3
80
1.0
6,6
67
.3
3.0
44
4.4
311
25.3
4.4
32.2
301
175
1.8
10.8
5.5
43.6
437
.5
2.5
30

$58
243
83
31
130
94
143
258
149
43
75
203
90
154
92
67
65
47
62
54
112
106
173
88
35
88
67
75
155
80
121
85
203
85
63
123
64
91
126
103
71
0
63
83
99
68
81
107
62
100
83

-,

260.0 2,101.1

18,097

116

Sources: Annual statistical supplement of the Social Security Bulletin, 1961, tables 23 and 24. Statistics
of income, 1960, Individual income tax returns, U.S. Treasury Department, Internal Revenue Service.
publication No. 79 (1002), table 16. Congressional Record, May 17, 1962, 1). 1018. Calculations by Economic Researchs apartmentt, American Medical Association, as ex)lail e( on attached sheet.
SUM MARY OF OPERATIONS IN CALCULATIN( FEDERAL MEDICARE TAXES
BY S PATE
Col. 1-Annual statistical supplement of the Socl.'l Security Bulle'.in, 19061,table 23.
Col. 2-Figures in col. I adjusted to reflect rate increases since 1911 and expansion of coverage plus economnic growth at the rate of 3 percent per year: 3.625 divided by 3 times 1.03 thnes 1.03 times 1.03 times
1.03 equals 1.36.
Col. 3-Tax increase for United States estimated at 11.1 percent per calculations on attached sheet.
Increases for individual States calculated from average taxable earnings per worker given in annual statistical supl)lement of the Social Security Bulletin, 1961, table 24, as follows: 11.1 percent times average
reported taxable earnings per worker, State, divided by average reported taxable earnings per worker,

United States, equals percent tax increase for State.

Col. 4-Col. 2 times col. 3.
Col. 5-Telephono conversation with It. J. Myers, Chief Actuary, Social Security Administration, L. S
Drake, Feb. 28, 1963.
Col. 6-U.S. total ($260,000,000) times percentages in col. 5.
Col. 7-Col. 4 plus col. 6.
Col. 8-Congressional Record, May 17, 1962, p. 1018.
Col. 9--Col. 7 divided by col. 8.
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Senator CURTIS. This comes back to your statement, Mr. Secretary,
I want to hurry on.
In your statement you give an analysis of the problem for many
elderly people in buying what you term adequate health insurance
protection and you state, and I quote:
Reasonably adequate health insurance for an aged couple (health insurance
covering the cost of, say, one-half of their total medical bills) costs from over
$400 to $550 a year when it is available. This represents one-sixth or more of
the income of the average older couple and they just cannot afford it.

For these elderly beneficiary couple whose income is below, say,
$3,000, and hence the ones you say cannot afford reasonably adequate
health insurance, would you be willing to supply them with enough
additional income through increasing social security benefits?
Secretary CELEBIEZZE. That wouldn't do what we are trying to do,
because social security benefits, in my opinion, for low-income peoplethose without significant. other incoine--are hardly enouglih to buy the
bare necessities of life. If you give people additional money, many are
going to spend it for everyday expenses rather than for hospital
insurance.
Senator Cuir'ris. So if people who have an income below $3,000, if we

increased their cash social security benefits, to, say, from $400 to $550
it is your feeling that it probably will be used for better food and
clothing and housing and that sort of thing?
Mr. BALL. I think, Senator, it would be mixed. That would be
true of some people. Some would buy health insurance policies,
others would buy more protection than'they do now. Some would
buy inadequate policies and some would buy good ones.
enator Cum'ris. Well, Mr. Secretary, why, in your first reaction,
did you have a feeling that they woulI spend it for other necessities
first?
Mr. BALL. Senator, this is the luedian we are talking about. Half
are below the $2,800 figure. Many have incomes of $1,200, $1,300,
$1,500 and so on. At such income levels people might well feel-even
with the additional ainomit you suggest-they might feet they couldn't
afford to put all of that into hospital insurance as against other explenses-food, clothing, shelter,and other needs.
Senator Cun'ns. )on't you think ife
wouhl pay vnihem something
more we should put these needs first, clothing and food and shelter?

Seeretarv CmmriumwZZn. Over and above hospital (are?
Senator Cumvis. No, instead of.
I think they should come first.
Secretary CELrnmw.RzzE. It is not either, or. Our experience shows
that these individuals have high hospital costs after age 65, and we
are trying to provide protection for them at that time, because with
their low income they can't pay the high premium costs for protections
under private insurance.
If you gave them a benefit increase-and, we support the KingAnderson benefits on top of the benefits of the ITotise bill-if you
gave them the King-Anderson bill and also an increase
Senator Currs. I mean instead of the King-Anderson bill. Suppose you increased the social security cash benefits to these poor peoplee
by $1"00 or $500.
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Mr. BALL. Senator, I think there are several problems, if I get
the general direction of your argument. You are suggesting, I believe,
that maybe you can increase the cash enough so that peopleSenator CURTIS. I am not suggesting; I am asking you.
Mr. BALL. So that perhaps they would then buy private insurance
to cover this ?
Senator CURTIS. Yes.
Mr. BALL. There are all these difficulties: One, private insurance
giving broad coverage on an economical basis is not available to all
of the aged by any means. A large proportion of the aged must seek
individually bought policies, which have very high retention ratios.
Between 40 and 50 cents on the dollar that the person pays for these
individually sold commercial policies goes not for benefits but for
administration-selling and other costs. So that on these individually sold policies you get, a very small return on the money you put in.
Another difficulty is that there are absolute barriers to getting insurance for some people in terms of preexisting conditions that they
have, and their age and so forth.
Senator CuRTIs. Well, confining my question, then, to those few or
whatever percentage it is, that could get insurance coverage, would you
favor giving them the cash instead of the King-Anderson bill?
Secretary CELEBREZZE. Not instead of. We would favor, as a second
choice, giving them an option, of taking the Kirg-Ailderson benefits
or taking a cash increase.
Senator CUJITIS. You would?
Secretary CELT EEZZE. Yes. That is, in other words, if the KingAnderson benefits could not be adopted Senator CUR'Is. How much of an option?
Secretary CELEBREZZE. Well, if the King-Anderson benefits were
added, you could say to the individual, "Well, we will give you $5
cash per month, or you can choose the King-Anderson benefits."
Senator BENNETT. Isn't that a horse and rabbit deal?
Secretary CELEBREZZE. What?
Senator BENNETT. Isn't that a horse and rabbit deal?
Secretarv CELEBIEZZE. No.

Senator CIT1TIS. What could they buy for $5 a month?
Mr. BALL. The average values of the benefits we were discussing
earlier, Senator Bennett, would be, if you took all the people over 65,
about $7.50 a month. The $5 figure the Secretary referred to is
about the value of King-Anderson protection for people in the younger
part of the older group, those who are the better risks-$5 would be
about the value of the King-Anderson protection per month for
them.
Senator CuRTis. They couldn't, buy much for $7.50 per month.
fr. BL,. 'No. This is what. the actuarial worth of these benefits
is. But, as you suggest, in the open marketplace, to get the protection on an individual policy basis is much more expensive, because of
what I was saying earlier-ithe high costs of selling individual policies
and the high'administrative costs. As against 40 to 50 cents on a
dollar retained in individual commercial policies, under social security
the estimated administrative costs would be about 3 cents.
Senator CuR-ris. It wouldn't be much of a choice.

SOCIAL SECURITY; MEDICAL CARE FOR AGED

159

Mr. COHEN. That would depend. In cases where the man had been
connected with a payroll and the employer continued to pay part of
his hospital insurance, adding the $5 to, let's say, what the employer
paid or will continue to pay might buy him a minimal policy.
Senator CURTIS. And your bill does permit that election
Secretary CELEBREZZE. No, the King-Anderson bill does not provide
it. It is a second choice.
Senator CuiTIs. Mr. Secretary, you said before the Ways and Means
Committee last November: "My intent is to show that the proposal";
that is, the King-Anderson bill, H.R. 392 or S. 880, "is a logical extension of the present social security program."
Is it a logical extension?.'
Secretary CELEBREZZE. Very much so, based on the same principle
that we ado texl in the social security program in 1935.
Senator CUR'rs. Well, now, here are some of the principles that I
want to ask about.
In the first place, in retirement benefits, there is the work test. Under King-Anderson you would extend medicare protection or hospital care protection to those 65 and over where they are retired and
drawing benefits or still working and, hence, not entitled to benefits.
I would like to call your attention to what Arthur Altmeyer said
before the Ways and Means Committee in the 81st Congress in the act
of 1949, pages 12, 13, and 14. He said this:
I think we have to bear in mind that the purpose of social insurance, whether
old-age insurance, social security, or unemployment insurance or any other kind
of insurance, is to insure against a portion of the wage loss. Now, if the person has not retired and has not suffered a wage loss, then I do not believe that
under social insurance he should receive benefits.

The individual that you propose to g've the benefits to under KingAnderson, who has not retired, hasn't suffered any wage loss.
Mr. COHEN. He suffered a presumptive loss by being hospitalized.
That is the logical extension of that principle.
Secretary CELEBREZZE. First of all, I want to get back to the first
part of that.
Senator CURTIS. I do not follow that, no, because his mere coverage
may relieve him of providing his own hospital insurance, and he
hasn't suffered any wage loss.
So the theory that the architects of our original social security prograin, that they were writing a program to take up for the loss in
wagesMr. COHEN. But the Secretary says it was a logical extension.
He didn't say it had to be solely related to wage loss. It is an extension of the idea of compensating people for a hazard or a loss, and
the loss in this case is suffering a period of hospitalization, which is a
presumptive indication of having to meet some kind of a cost, Senator.
Senator CuRIs. Yes. But lie may be 65 and be relieved of his
necessity of paying for a very good hospitalization program that lie
will never use for 5 or 6 years.
Mr. COHEN. But, similarly, in the wage-.
Senator CURTIS. And lie has suffered no loss of wages.
Mr. COHEN. But, similarly, in the wage-loss program, for instance,
while the man is retired we don't go and look at his income.
Senator CURTIS. I am talking about the fellow who isn't retired.
You are going to give it to people who are not retired.
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Mr. COiN. That is right. But I am sayingSenator CaRTis. And they haven't suffered any wage loss and if that
person who is making quite a little money and is paying $400 or $500
for his private insurance you have relieved him ot that and lie has
suffered no wege loss and that is contrary to one of the basic philosophies or principles of the social security law.
Mr. COHEN. The Secretary didn't say it was idential with the principles of the present social security program. He says it is a logical
extension of the principle of dealing with a hazard or a loss, as represented presumptively in the first case by being retired, and in the
second place by having a period of lost savings because of hospitalization.
Senator CURTIS. Well, now, the AFL-CIO was quoted in the Congressional Record of March 28, 1960, page 6397, in its opposition to
elimination of the retirement provision of social security because it
would "go counter to the basic purpose of the system which is to
replace part of the earned income lost by retirement."
They have always contended that, haven't they?
Mr. CoiEN. Mr. Ball said previously that it you could devise a retirement test for hospital insurance that was effective, we would be
for it.
The problem, Senator, is not a conceptual or a philosophical one.
The difficulty is that the day the fellow gets sick, if you have a retirement test, apply for retirement to get the hospitalization, and, therefore, I think it is really not a question of philosophy or concept, it is
really a practical problem.
You can't devise an effective enough retirement test to distinguish
between the man when he is working and nonworking, as to whether
he ought to be considered retired or not.
Senator CURTIS. Well, I think that if you relieve a high-income
earning individual from age 65, say, to 72, of the necessity of carrying
his own hospitalization insurance that you have given h1im a benefit,
and it hasn't been based upon any wage loss, which both Mr. Altmeyer
and the AFL-CIO have said is the essence of the social security
program.
Mr. COHEN. Of the essence of the system at that time. that is correct. They were talking about a, wage loss system. What the Secretary says is a logical extension of a social insurance principle applied
to fheinsurance of hospital costs; of course you have to leave off the
wage pairt of the wage loss because you are not, compensating in hos)ital insurance for a wage loss, you are compensating for a presumptive loss due to the costs of hospitalization, and I think that is a
logical extension of that principle.
Senator Cuwris. Well, I will point, out where it differs from social
security in another aspect.
Social security benefits-did you want to say something, Mr.
Secretary ?
Secretary CELEBREZZE. I think, Senator, I am being quoted and
soinebody 'else is answering, and I think I ought to answer for the
record.
In the same statement that you are quoting from, Senator Curtis, on
page 5 of my House testimony I ga-ve the reason why it is a logical
extension. I said "Protection against the cost of hospital care in old
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age is a logical and necessary extension of the retirement protection
furnished by the present social security program. Monthly cash
benefits can meet the regular recurring expenses of food, clothing, and
shelter, but such benefits alone cannot give economic security in old
age. It is also necessary that older people have protection against the
unpredictable and unbudgetable costs of expensive illness. A person
may go on for a long time with little in the way of medical expense
and then, in a very short period, have hospital bills running into thousands of dollars. Cash benefits are not a practical way to meet this
need. What is needed is a substantial measure of protection against
a cost of major illness in addition to cash benefits."
I am sure you will recall that in 1935, when we adopted the social
security program, one of the reasons, among other reasons for adopting it, was that we should protect the individual from going Onto
welfare rolls by letting him protect himself while working by contributing to a program for benefits on retirement. That was one of
the reasons we adopted the social security program.
We now protect him against loss of earnings and it is feasible that
the same program protect him against the hi grh cost of hospital care,
and that is why I say it is a logical extension--what we are proposing
now.

Senator Cunris. Your recent quotation again referred to retirement
benefits, but in this King-Anderson proposal you are giving it to
people who aren't retiring and so it is a departure.
Mr. COHEN. They are certainly not working when they are in a
hospital.
Senator CiirrIs. No, no. But you people have said that good hospital insurance would cost from $400 to $550.
Mr. COHEN. Yes.
Senator CRTiS. Here is a fellow at 65 who doesn't retire. He perhaps has very high earnings, the highest earnings of his life. You
relieve him of that $400 or up to $550 burden of carrying his own hospitalization, and lie has had no wage loss because. of retirement.
Mr. COTEN. I agree on the wage loss. But the day he goes into that
hospital, may be "the day"; we don't know that he is ever going to come
back to work. T hat may¢ be is cancer, may be is terminal illness, and
the point we are trying to make is on the day lie goes in and applies
for his hospitalization hp may then from that 'point on be a retired person or not. That is the
Senator CURTIS. That would apply to a fellow only 30 years old.
Mr. COHEN. Oh, no. I am talking about a fellow of 66.
Senator CITwRrs. No, what you are talking about would apply equally
to a fellow who was 30 or 35 years old.
Senator DoUGLAS. Mr. Chairman
Senator CITirs. I want to go to anotherSenator DOUGLAS. I wondered if the chairman would inquire of the

Senator from Nebraska how much time lie wants to take in questioning the witnesses. I-e has been questioning the witnesses now for 2
hours and 8 minutes, and has worn out Senator Ribicofl, who was
Secretary of Health, Education, and Welfare, and who probably is
best prepared of any member. I wondered if the chairman would ask
the Senator from Nebraska how much more time he intends to take.
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Senator CURTIS. It won't take very much more time, and I here and
now authorize the distinguished and learned Senator from Illinois to
go over the record and strike out any question I asked that wasn't
relevant.
Senator DOUGLAS. Not at all. I merely want to point out that the
procedure of the committee under which no limitation is placed upon
the time that any Senator can take up, can be abused and the Senator
from Connecticut, who is very experienced in this matter, was simply
worn out and left about a half an hour ago. In all kindness I want to
say that I think all of us on the committee should consider other
members.
Senator JA)Nc.. I would like to suggest-off the record.
(Discussion off the record.)
Senator DOUOLAS. I think we have to consider there are 17 members
of this committee and this morning we had the Senator from Connecticut hereSenator LoN.. You haven't been burdening the Senator from Connecticut for the last half hour because he hasn't been here for the last
half hour.
Senator CURTIs. I would have been through except for the interruption.
Senator LoNc. I don't criticize the Senator about this matter. I
found sometimes as a member of the committee the only way I can
get information as a member of a committee is to sit and ask witnesses
questions. Sometimes the witness is evasive. The Secretary has not
been evasive. And sometimes you have to get at an evasive witness
for a while before you can get an answer.
Mr. Secretary, you have been most cooperative and helpful and not
evasive.
Let me say to Senator Curtis and Senator Douglas I will suggest if
I am occupying the chair in the future when we have a Secretary or
Cabinet member we should work out some arrangements to limit ourselves.
But since no limitation was imposed on any other Senator no limitation should be imposed on Senator Curtis.
Senator CURTIS. One more point I want to cover.
The cash benefits are wage-related, aren't they?
Secretary CELEBREZZE. Yes.
Senator CURTIS. The health benefits will not be, will they?

Secretary CELEBREZZE. No.
Senator'CURTS. It might be recalled by some that in the hearings
before the Finance Committee on Mr. Cohen's nomination as Assistant
Secretary of HIEWI, this question was asked and Mr. Cohen agreed
to it, in effect, that the medicare protection was a flat benefit; and I
have this to read from the Ways and Means social security hearings,
85th Congress, 2d session, pages 770 and 771, this quotation is from
the AFL-CIO testimony:
Social security was conceived as a wage-related system with benefits related
to wages. In this respect, we were meshing it with our whole free enterprise
system. So Congress has also meshed our social security system with a concept
of a wage-related benefit in contrast to the European systems that have a flat
benefit, the same for everyone. We think it is highly important that this wagerelated approach be maintained in our whole social security system.
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I am not here advocating that if the Congress adopts a medicare
program that it be on a wage-related basis. I merely point out that
In many, many, major characteristics the King-Anderson bill is not
in extension of the social security system which applies a work test,
which calls for retirement and which is a wage-related benefit.
That is all, Mr. Chairman, unless they have something else.
Mr. CoHi.EN. Could we just ask since the Senator referred to a, statement that I made in connection with my nomination as Assistant Secretary, to save time I would like to put a statement in the record as
to why I don't agree wtih the Senator that hospital insurance is not
consistent with the logical extension of the social security system.
Senator LONG. I will be glad to put it in the record as you suggest.
(The document referred to follows:)
STATEMENT BIY WILBUR J. COHEN, ASSISTANT SECRETARY OP IIEALTII, EDUCATION,
AND WELFARE

Our reaction to other points raised by Senator Curtis concerning the relationship of hospital insurance to some of the principles of the present program are
brought out in the questioning. This statement, therefore, is related solely to the
question of adding hospital insurance benefits that are not related to past wage
to a wage-related program.
Adding the hospital inimrance and related benefits of the King-Anderson bill
to social security benefits would result in giving the beneficiaries insurance protection worth about $7.50 on the average. In this sense it is similar to adding a
flat amount to the present benefit structure.
Although tIme present cash benefits of social security are wage-related, there
is of course a minimum benefit which is guaranteed to all who meet the insured
status requirements. The addition of hospital insurance protection for all seems
to me similar to an increase in this minimum benefit. After the addition of hosI)ital insurance, everyone who meets the insured status requirements would be
entitled at the minimum to a cash benefit and hospital insurance rather than just
the cash minimum of $40 as at present. Cash benefits would, of course, continue
to vary in relation to wages above the minimum just as now.
There have been many increases in the minimum in the past which have been
similar in result to the addition of hospital Insurance. It does not seem to me
that the addition of a standard hospital benefit policy as part of the minimum
guarantee for those who meet the insured status requirements Is significantly
different in terms of the benefit-wage relationship from a flat increase in the
minimum cash benefit.

Senator Cuiris. Thank you.
Senator LONG. I believe Senator Douglas has some questions he
wanted to ask.
Senator DOUGLAS. Only if the Senator from Nebraska is finished.
Senator CURTIS. Yes, I am finished.

Senator DOUGLAS. After 2 hours and 13 minutes.
Senator CURTIS. Again, I say if I have asked a frivolous question
or one that was not relevant, without even consulting me I will give
you total authority to strike it from the record.
Senator DOUGLAS. It is not the point as to whether the questions were
frivolous. The point is that the Senator from Nebraska took up an
undue amount of time.
Senator LONG. Let's get on with the business.
Senator DOUGLAS. All right.
I will allow the Senator from Louisiana to be the pacifier.
I am very reluctant to ask questions, very frankly, because the witnesses ]lave been on the stand for 21/ hours and I had hoped the Sena-
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tor from Connecticut would ask questions. The questions which I
might ask would be much inferior to those which he would ask.
Nevertheless, if the witnesses are not too exhausted, I would like to
ask a couple of questions, and they are primarily directed to Mr. Myers,
whom, I think, is a gre'tt public servant. I have worked with'2Mr.
Myers over a quarter of a century. I think he is one of the greatest
actuaries of the country, an absolutely truthful and honest man.
I think the country is very fortunate in having him, Mr. Celebrezze,
and I hope you will promote him to the top of the civil service grade.
Senator LoNGe. You had better put somethig in there for all these
men, Mr. Ball.
Mr. COHEN. Mr. Hawkins.
Senator LoNcG. He is a good inau, also; you ought to mention him.
Senator DouGLAS. 11e voted for an increase for the Secretary, too.
Senator LONG. At the time I voted for a pay raise I had in mind
they were more entitled to it than I was, and I am veiy happy they
are going to get a pay raise.
Senator DOUGLAS. NOW, in the disscusions of the costs and the shying away from King-Anderson because of the increased cost, no mention has been made of the size of the reserve that will be accumulated
under old age insurance. And on page 30 of the report of the. I housee
Ways and Means Committee we have statistics which I imagine are
based upon the figures which Mr. Myers presented.
This shows that under the present system, plus the increased benefit
cost under the House version of I.J. 11865, the reserve amounts to
about. $181/2 billion.
In 1967 it will be approximately the sane, $18.9 billion, and 1971,
$32.2 billion; in 1990, $90 billion'; the year 2000, $121 billion; and
2020, $246 billion. Are those figures approximately accurate, Mr.
Myers ?
Mr. MYERS. Senator Douglas, these figures for the OASJ trust funid
in the House report are the ones that I prepared; I hope they are the
best possible.
Senator DOUGLAs. Right. They were intermediate costs; and you
think they are the best that,can be iade? Is that true?
Mr. MYEiS. That is correct, Senator.
Senator DOUGLAs. These estimates are based on the assuillpti on that
earnings will be constant; isn't that true?
Mr. MYERS. Yes; that is true.
Senator DOUGLAS. In the past, earnings have increased. At about
what rate did they increase each year?
Mr. MYERS. Between 3 and 4 I)ercent a year, nearer to 3L percent,
I would say.
Senator DoTcrAs. And has not the increase in earnings raised the
income or contributions to the fund more than the increase in standard
benefits? I don't mean the taking on of additional persons, but standard benefits.
TMr. MyEiRS. That is correct. As we went, over this matter before,
if wages increase, then the contribution income increases more rapidly
than the benefit liability.
Senator DouT(os. What. would you estimate would have been ti net
savings?
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Mr. MYERs. I would say that each year there is net savings that
arises of perhaps 0.07 percent of payroll.

These have accumulated in

the past and, when Congress has seen the new actuarial cost estimates,
these have been taken into account in the liberalizations that have been
miade in the past years.
Senator I)oULAs. Is that per year?
Mr.
MYERS. Per year.
Senator I)ou'As. 0.07?
Mr. Myrns. Yes.
Senator DoUoLs. So that over the course of 15 years, there would

1)e al)proximately t full 1 percent?
Mr. fyirus. That is correct.
Senator DOUOLXS. Of payroll?
Mr. MYERS. Yes.

Senator DOUGLAS. Of payroll.
Well, now, assmuing that these savings continue in the future could
we not get sufficient savings to finance King-Anderson by a transfer
from OASI to the hospitalization fund?
Mr. MYEIiS. Yes. This is one offsetting element; namely that if
hospital costs keep going up and if wages keep going up, the savings
generated in the cash benefits portion of the program could offset any
increases in cost on the hospital insurance side of the program.
Senator DouOLAS. Couldn't it also meet part of the original cost in
the hospital savings i)l'ogran?
Mr. MY Rs. It could. Of course, in the past, those savings or reductions in cost have been utilized for the various benefit liberalizations
and changes which have been made from time to time.
Senator DOUGLAS. Couldn't they be used this time to increase the
hospitalizattion side of the benefits rather than the cash benefits side
under "old-age insurance" ?
Mr. MYERS. These savings could be utilized in this way, but I
wouldn't think it would be wise to take into account the savings that

are apt to occur in the future and capitalize them now.
Senator DoUGLAS. I understand.
But there is great exaggeration in the statements about the terrible
dangers ahead in the future. Isn't the system overprotected, so to
speak, so far as old-age insurance is concerned?
MTr. MYERS. If there are rising wages, as you stated there is a definite
safety factor againstSenator Douoraxs. Do you think that the country will wish to build
up this fund to $246 billion, drawn out of current earnings, and have
that left more or less immobilized? Do you think we will want to have

a trust fund of $246 billion ?
Mr. MYiERs. Well, Senator Douglas, this figure has been developed
from the contribution rates that the Ways and Means Committee
proposed.
Senator DouGLAs. I understand. You are an actuary. I shouldn't
ask you this question. Does anyone here think that the country will
build up a reserve of $246 billion?
Senator LONG. That is a good way of retiring the national debt,
I will say to the Senator.
Senator DovorAs. Pardon?
Senator Loxo. It is a good way to retire the national debt, just cover
it in the social security fund.
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Out of tie contributions of those in the lower

income grols ?
Senator LONG. That is one way we retire it. I am not insisting
we do it, you understand, but that. is what it amounts to.
Senator I)OU;L,\S. I will ask Mr. Celebrezze, who is a politician, an
lIonorable profession if honoral)ly pursued.
You are not inhibited
by civil service restraints. )o you think it is possible we will ever
build "1 a reserve of $246 billion ?
Secretary (CmtEizzi,. Even if it was possible, I wouldn't advise it
because it 'might be taking too much out of the current econloilly at
av given time.
Senator 1)ou'i.s. Tat is right.
Secretary CELmEHZZE. On the other hand, we have to take inlto
consideration what the costs are going to be illthe long run.
Senator l)otc.I.xs. We shoul be concerned for the future, but I
have never thought that we could predict very accurately what would
happen (0years froln the present.
But I think I can predict that we will never have a reserve of $2-t;
billion.
Secretary CELEBREZZE. NO, I think you are accurate on that, because
it might well be taking too much out of the economy at one time.
Senator
This doesn't come out of the economy.
T3EN-mrr.
hlev
just put the bonds in the safe and the Federal Government 'takestle
money and puts it in it, spends it to maintain the Government.
Secretary CELEBREZZE. There is a difference. For one thing, you are

getting a broader effect of the money when many individuals are
spending it, rather than the Government loaning it.,
Senator )otot,%s. To the degree that the reserve is not, built up to
$246 billion, but contribution rates remain the same, could there not
be a transfer of funds from OASI to hospital insurance funds?
Secretary CELEBREZZE. Yes; that is l)ossible. Congress has the
authority.
Senator 1)oUGLAs. This is in addition to the safety factor which
would come with an increase in earnings.
Secretary CELEBREZZF. That is right. That is correct, Senator.
Senator DOUGLAS. I think I had better stop there, to indicate that,
if you take a long view of this matter, King-Anderson can be put

on top of social security. We can affect economnices which can be
transferred to hospital insurance both through the increase in earnings and through a policy of not building up a reserve to the fantastic
extent, not contemplated, but predicted under the present actuarial
figures. I will stop at tlit point..
Senator BE.NNErT. Mr. Cha irman, I won't be long. I will be very
short.
I share Senator Douglas' feeling that the fund will never be built
up to any such astronomical figure, but I hope ho shares my memory
of the action of this committee in the past when it looked as though
the fund was going to rise, our committee and the House Ways and
Means Committee has said, let's increase the benefits without im'creasing the costs, and so we already have established the pattern that we
are going to use any potential surplus and, Mr. Cohen, it is apparently
fashionable to quote your own words to you.
Mr. COHEN. It has been done many times to me, Senator.
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Senator BiENN.NE.TT. I 'a on page 122 of the Senate hearings in 1961,
anId, interestingly enough, Mr. Curtis was doing the questioning.
[ Laughter.]
Senator BENNETr. And Mr. Cohen said, I am not going to read the
whole page, )lut he was talking about his concepts of the future of
the system, and lie said:
I would think my proposals to increase benefits 50 percent, to raise widows'
benefits a hundred percent, child benefits to age 21-

and this is now going into the law, this one particular oneraise the family inaximun benefit to an appropriate amount, and to increase
the wage base to $9,000 would probably cost another 11/2 percent of payroll In
1970 over the 9 percent contribution rate for that year in our schedule.

In other wor(ls, is it fair, Mr. Cohen to say you envision a future
and maybe by 1971 when we would be taking 10/2 percent of $9,000 of
payroll just. to finance the improvements in the basic social security
system which you felt should be made?
Mr. Co1EN. Yes. The statement that I made was made, I think,
about 1957 or 1958, and I was looking about 10 or 15 years ahead.
Senator BENNE''. You actually quoted this in your confirmation
heariings in 1961.
Mr. ComIr'.. That is correct, and it was basedSenator BENNET. I didn't go beyond that.
Mr. COiEN. No.
Senator BENNETT. So we are not talking about a situation today in
which we are going to freeze the regular benefits of the system at today's level and then have money to spend on hospitalization. We
are talking about a continuation of the existing program which is
that ever' time either we see a little surplus in the fund or we see a
good election year coming along then Congress decides to increase the
standard benefits.
Secretary CEUiBREZZE. Oil the

other hand, there has been since the

inception of the social security program a diminishing contribution,
measured as a percentage of total payroll, on the part of the employer-that is in terms of the expectation when the act was passed.
In 1935 when the act was passed, it was contemplated that the employer
would pay 3 percent on $3,000 for old-age benefits and also 3 percent
of total payroll for unemployment benefits. This meant that the oldage benefit'tax represented about 2.8 of total payroll because we covered
92 percent of total payrolls under the $3,000 maximum base.
Since the 3 percent for unemployment was onitotal payroll, the total
ultimate tax which was anticipated by the employers in 1935, under
the act, was 5.8 percent of payroll.
Senator DOUGLAS. Including unemployment?
Secretary CELEBREZZE. Yes.
Mr. BALL. Total.
Secretary CELEBREZZE. Now, if we establish-the reason I want to
bring this out. Senator, so much has been said about a 10-percent
ceiling and the burden on employers.
Now, if we established a 5-percent ultimate employer rate under
old-age survivors and disability insurance, with the $5,400 earnings

base, this is actually only 4 percent of total payroll, because only 80
percent of the payroll would be affected.
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The employer cost for unemployment insurance todly is not 3 percent; it is currently about 1.6 percent of total payroll.
Thus, the total ultimate employer tax as a percentage of total payroll that wouhl be anticipated, if we had an ultimate rate of 5.percent or a $5,400 base is 5.6 or less than what, was anticipated in 1935
when it was expected to be 5.8.
Now, you have to take another thing into consideration-the effect
of the corporation income tax for those paying at the maximum rate48 l)ercent now compared to 16 percent in 1935, the net employer tax
rate ultimately anticipated for social security purposes would have
leen 4.9 percent of total payroll under the original act for such an
employer as compared to 2.9 percent under even a $6,600 base wit h a
5-percent rate undcr present conditions.
So that I think when we are talking about this 10-percent ceiling
and the increasing burden on employers, we have to take these facts
into account. Under the original act, the ultimate employer tax
measured as a percent of total payroll for old-age benefits and unemployment was 5.8 percent, not taking int, account the effect of the
corporation income tax. All the changes in the program in the past,
and including those we are proposing, do not increase that percentage.
Senator BENN ,ET.Let's talk about the employees tax. What was
the original employees tax under the original bill ?
Secretary CELEBEZZE. The employees tax was 3 percent.
Senator BENNiTTra. All right.

What is it now?

Secretary CELEBRFZZE. The employees tax is 35.}.
Senator BENNETr. What. will it be in 1971 ?
Secretary CELEBREZZE. 1971?
Mr. BALL. Under present law, Senator, it goes to 45 8 percent; under
the House bill it goes to 4.8 percent.
Senator BENNEaT. And if you add the King-Anderson on top it
goes to 5.2 with no additional-5.2, with no additional benefits on the
retirements side from now on?
Mr. BALL. As was brought out, I think in earlier discussion, Senator, wages would rise in the future and there would develop incomeSenator BENNEIT. We have been over that so much.
Mr. BALL. Yes.

Senator BENNETr. But the Secretary started to talk about rates.
Mr. BALL. Yes.
Senator BENNEr. And I wanted to stay with the discussion of the
rates.
What is the burden on the self-employed person? You didn't cover
him at all to start with.
Secretary CELEBREZZE. The self-employed is always one and a half
times whatever the employee rate is.
Senator BENNETr. So,'in 1971 the burden of the self-employed will
be something about 71/ percent of his first $5,400?
Secretary CELEBREZZE. Yes. Because there he is partly in the position of employer and employee and part of the considerationSenator BENNET. We understand the theory, but actually in dollar
output he is going to pay 71/2 percent of his first $5,400.
Mr. BALL. Under thelHouse bill it is 7.2 percent.
Senator BENNETr. There are two other questions I would like to
get into the record and then I am through.
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Yesterday in your prepared statement, Mr. Secretary, I think you
used the word "degrading" to describe a means test.
Secretary CELEBREZZE. No, "humiliating."
Senator BENNErr. My memory is fairly clear that the word "degrading" is somewhere in that statement, but I will accept "humiliating" or whatever the word was. It implied that, this embarrassed
and disturbed, or could disturb, the individual who was subjected to it.
For the record, I would like to offer a list of 10 Federal programs
which apply the means test.
Secretary CELEBFREZZE. It is on page 10, "Subject, the Aged to the
Humiliation of a Test of Need."
Senator BENNE'T. All right.
We now apply the means test to old-age assistance, to lie(lical assistance for the aged, to aid for needy faily with dependent children,
to aid to the blind, aid to permanently and totally disabled , to people
who get the benefit of low-rent public housing, low-rent farm housing,
total and permanently disabled veterans, and hospital care for all veterans on non-service-connected benefits, and to those who get surplus
food. Do you think these humiliate the people who accept these particular benefits?
Secretary CELEBREZZE. To a degree it may be humiliating. I think
it is humiliating to an individual who spent a lifetime contributing
to the economy of a community. Older people like to be independent.
They don't like to depend on their children, to have to go to a welfare
office with hat in]hand and say, "I am 65 years old and I need medical
attention," and fill out a list of assets and have a worker say, -11\ ell,
you have an insurance policy worth $2,000 just to bury you, you cash
that policy in," and as a result, if he liquidates his insurance'and uses
up most of his other assets then you can put him on public assistance.
1 think there is something humiliating about that when you go to
assistance or charity. If there can possibly be an adequate plan to
protect the individual so that during his working years he can pay
and have the protection in old age as a matter of right rather than as
a matter ofSenator BENNET. Are you going to move to take the means test
out of these other systems?
Secretary CELEBREZZE. As a last resort you have to have them, Senator, but in certain areas like hospital care you can remove much of it
from the means test and that is why I say that hospital insurance is an
ideal addition to the social security program. You can greatly reduce
the need for a means test program here.
Senator BENNErTr. Now, when you were talking with Senator Curtis, the two of you discussed at some length the fact that there is a
wage test in the standard social security system, there is a working
test, an earning test, which you ignore when you do what you say is a
logical extension of the system, and include hospital care benefits.
Secretary CELEBREZZE. Well, there is no test at all after age 72.
Senator BENNETT. That is right. Between 65 and 72, however,
there is a test which because you are dealing with income, wages, is in
a sense the equivalent of a means test.
Secretary CELEBREZZE. No.
Mr. BALL. I wouldn't think so, Senator Bennett. I think the purpose there is, as Senator Curtis was bringing out, to measure where
there has been a loss of earned income. You need to test whether this
36-453---64-12
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person has stopped working more or less full time. But on the other
hand, one of the most important ideas, I think, in the social
securitySenator BIENNETT. You not only test whether he ha3 stopped working. If lie has not stopped working, you test how much money lie
is earning.
Yes, but it is related to a test of whether lie is partially
Mr. B ,\.
or fully retired, and there is no interest at all in how much lie has
in the vay of l)rivate pensions or dividends or savings. It is hoped
that, he will build on top of social security other income of his own.
So it is a retirement test, not a means test.
Senator BENNE'Uri. But the principle that the Government is interested in the man's financial situation while it is applied in a different way still exists.
M r. BALL. No; I think
Senator BEN.Nmv. You do not open the door and say, "When you
become 65 you get this service automatically with social security and
old-age and survivors benefits, and so on," as you are going to do
with this particular proposal.
Mr. BALL. I would say you are interested in only whether there
has been a loss of earned income and not in his financial condition.
You would pay, as we de every day, people with very large savings
and other income. It is just that there is a loss of earned income when
Ito retires and you pay to make up for that. I don't think it is at all
like a means test, Senator.
Secretary CELEBREZZE. You can draw $50,000 a year in dividends
and still get. your benefits under the social security program.
Senator BENNETT. I understand that. But he can't earn more than
the maximum of something less than $3,000.
Mr. BALL. About $3,700 in the maximum case for a couple.
Senator BENNFAT. Without losing his benefits.
Mr. BALL. Yes.
Senator BENNEiT. There is one final question which was left with
me, and which I don't completely understand. Senator Dirksen had
hoped to discuss the question of actuarial study No. 57, and this is
the memo I have. I hope it make sense to you.
Is this the base on which the estimates that you have put into the
record in this hearing and the House Ways and Means Committee, is
this still the basis of those estimates?
Mr. MY its. I understand the question.
Senator BENNETr. Yes.
Mr. MYERS. The answer to that question is that the estimates that
were initially discussed with the House Ways and Means Committee were entirely on the basis of Actuarial Study No. 57.
In these discussions, some concern was expressed that there should
be more of a margin of safety or margin of conservatism in the estimates. In regard to this single factor of rising hospitalization costs
and earnings that we have discussed before and that I am also going
to discuss in the material I am putting in the record for Senator
Dirksen, I can expand on this point. In the original estimates, it
was assumed that hospital costs and wages would, on the average,
rise at the same rate from 1961 on; if hospital costs rose faster than
wages for a few years, then later on the differential would be made Up
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by warres rising more rapidly than hospital costs, just as in many
lields ile costs of things that you buy do not rise as rapidly as wages.
It other words, the cost of living does not increase as fast as wages.
In the discussions with the Ways and Means Committee it was
suggested, and I agreed that this would be desirable, to adopt somewhat more conservative assumptions by assuming that we would consider the actual trend of hospital costs against wages up to 1965,
and to start in effect from 1965 on and to assume that from then, in the
next 5 or 6 years, hospital costs would increase faster than wages,
but only vith a margin that would narrow, until after, say, 1971,
hospital costs and wages would be assumed to increase at the same
rate.
Therefore, the current estimates-or at least the latest estimates
that we discussed with the Ways and Means Committee and the estimates which we are quoting here (for example, the 0.85 percent of
taxable payroll for the King-Anderson bil)-are based on these
revised assumptions, as compared with those in Actuarial Study No. 57.
Senator BENNETrT. Has study No. 57 estimated the increase in cost
per' King-Anderson 0.68 percent of payroll?
Mr. MYRNIS. It showed a level-cost of 0.68 percent of taxable payroll for the King-Anderson bill, and we are now quoting a figure of
0.85 percent on these more conservative assumptions. Both estimates,
I would say, are valid and accurate estimates, but they are based on
different underlying cost assumptions.
Senator BENE-Fr. Has the new study been put in the record?
Mr. M-i'ns. Well, this new estimate is a modification of the earlier
one. The new estimates are based on a modification of Actuarial
Study No. 57, and in the memorandum that I am preparing for Senator
Dirksen I will indicateSenator BENNET. Those will be indicated so it will be possible to
compare study No. 57 with the revised study?
Mr. MYERS. Yes, Senator Bennett.
Senator BENNETr. I assume that discharges my responsibility.
Senator DOUGLAS. Would you like to have it put in the record,
Senator Binnett?
Senator BENNErT. I understand Senator Dirksen has asked for it
and Mr. Myers is preparing them for the record.
Senator boUGLAS. Without objection.
(See p. 141.)
Senator BENNEMr. I have no further questions.
Senator DOUGLAS. Thank you. I have just one question. I would
like to have you explain your study, the estimate 68/100 of 1 percent,
the cost.
Mr. MyERs. That was the estimate in actuarial study No. 57 for the
King-Anderson bill.
Senator DOUGLAS. Whereas, the added assessments will be .50 percent under King-Anderson?
rfr. IYERS. No; what you might say the current estimate for the
King-Anderson bill.
Senator BENNETT. Is 0.85 as compared with 0.68?
Mr. MYErs. In other words, the current estimate has increased the
estimate of the cost of the King-Anderson bill.
Senator DOUGLAS. Wait a minute.
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Mr. Mi-.its. Senator Douglas, in the original King-Anderson bill,
the contribution rate was half a percent, on employer and employee
combined. But the rest of the cost, the difference between that half
percent and the 0.68 percent, in other words, a difference of 0.18 percent, was to come from the savings to the system from raising the
earnings base from $4,800 to $5,9,00.
Now, when we are talking about our current estimates, the savings
in raising the earnings base to $5,400 in the Mills bill has already
been utilized to finance the benefit changes in the Mills bill, so that
if the King-Anderson bill were put on top of the Mills bill, it would
have to be financed-or at least as per our discussion here-entirely
by an increase in the contribution rate, as Senator Gore has done. Of
course there would be the alternative, as Commissioner Ball said yesterlay, of a higher earnings base.
Senator DouLAs. The bill as it now stands before us calls for ultimate contributions of 4.8 percent for each party, a total of 9.6, is
that true?
i'r. MrYERtS. Yes, sir, that is correct.
Senator DOuorLs. If the King-Anderson bill is superimposed on
top of that, the total itself would be 10.4.
Mr. Myimms. Yes.
Senator DOUGLAs. And this would be met from contributions ?
Mr. sh'.:mms. Yes: this would be met entirely by a higher contribution rate under the Gore amendment.
Senator DoUGLAS. What about a higher base?
Mr. fvris. Well, you wouldn't need a higher base under the Gore
amendment, but if you wanted a lower contribution rate than 10.4
percentt on employer and employee combined, you could get it by
getting part of the necessary financing from a higher earnings base
and part from a higher tax base.
Senator DOUGLAS. And this does not take account of the economies
which I mentioned, namely, an increase in the earnings or a possible
transfer of cash surpluses from OASI trust fund to the hospital fund?
fr. MNYEnS. No; this does not take into account the possibility of
that in the future.
Senator DOUGLAS. Thank you.
Thank you very much, gentleman, you have been very patient.
I ask unanimous consent to insert in the record a statement by
Frederick B. Arner, of the Education and Public Welfare Division,
on the "Effect of the Assumption of a Constant Earnings Level on
Cost Estimates of the Social Security System's Cash Benefits and Proposed Hospital Insurance for the Aged Programs."
hTearing no objection, it will be inserted in the record at this point.
(The document referred to follows:)
Tim

EFFECT OF TIE ASSUMPTION OF A CONSTANT EARNINGS LEVEL ON COST ESTI'MATES OF THE SOCIAL SECURITY SYSTEM'S CASH BENEFITS AND PROPOSED IlOSPITAL INSURANCE FOR TIE AGED PROGRAMS

(Frederick B. Arner, Education and Public Welfare Division, June 2, 19*4,
Washington, D.C.)
In a social insurance system here long-term estimates as to its financial
soundness mus.'t be made well Into the 21st century, many assumptions are nmde
,asto the future. Population projections are prepared based on different assumptionis as to mortality and fertility. Certain assumptions as to employment an(l
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retirement are used, as are assunptions as to disability incidence and termination rates for the disability program. For the proposed hospital insurance prograin, assumptions are made as to utilization rates and the relationship of
hospital care costs to earnings. These assumptions and the methodology used
-ire discussed in detail in the annual reports of the trustees of the social security trust funds and linthe actuarial studies prepared by Robert J. Myers, the
Chief Actuary of the Social Security Administration. (Annual report of Federal old-age and survivors insurance and disability insurance (OASDI) trust
funds, fiscal year 1963, H-.Doe. 236, 88th Cong., app. I; actuarial study No.
57, Social Security Administration, July 1963.)
This paper, however, is focused on one assumption that has been used by
the actuary over the years which has drawn increased attention because of its
effect on the cost estimates and financing of the Administration's hospital insurance for the aged bill (King-Anderson bill, H.R. 3920, S. 880, 88th Cong.).
THE ASSUMPTION

The latest trustees' report in commenting on the acturial condition of the oldage, survivors, and disability insurance system, states that "level average earnings at about the 1963 level were assumed." The official cost estimate on the
Administration's hospital insurance bill (actuarial study No. 57) states that "the
long-range cost estimates of this study are based on level-earnings assumption,
at the 1961 level." In layman's terms this means that it is assumed that the
average earnings of workers under the system will not rise but will stay at the
level of the year indicated.
IMPLICATIONS OF ASSUMPTION

In brief.-If average earnings do rise, the effect will be markedly different as
to the "cash" old-age, survivors, and disability benefits as contrasted to the
proposed hospital insurance "service" benefits. As to cash benefits, a rising
earnings level generates a "saving" or gain to the OASDI system. However, as
to the hospitalization benefits, a rising earnings level generates a deficiency if
there is static financing, and some adjustments would then be required to keep
the program il actuarial balance. Such financing could come from an increase
il the tax rate, in the wage base (the maximum taxable earnings), the deductible features in the hospital benefit, or a combination of these approaches. It
also has been suggested, in the alternative, that such a deficit in the hospital
benefits program because of increased earnings levels could be met, at least to
some extent, by a transfer of the "savings" on the OASDI cash benefit portion
of the system. The details are spelled out in the following pages.
Cash bencfits.-It has been recognized by the actuary, the trustees, and the
congressional committee reports on. OASDI legislation that average earnings
have risen in the past. The trustees' report states:
"it the past, average earnings have increased greatly, partly because of inflation, partly because of increased productivity, and partly because of the changed
occupational composition of the labor force and related factors * * " (-1. Doe.
236. 88th Cong., p. 66.)
When earnings rise, "savings" are generated for the OASDI program. This
is because of the "weighted" nature of the benefit formula. Tile actuary points
out:
"* * * the primary benefit for al average monthly wage of $300 is $105 per
month (or 35 percent of average wage), while the corresponding benefit for al
average monthly wage of $360 is $118 per month (32.8 percent of average wage).
Thus, for an average wage that is 20 percent higher, the primary benefit increases
only 12.4 percent. The effect on the financing of the program is evident, since
contributions increase directly proportionately with increases in covered earnings, whereas benefits rise less than proportionately. In addition, there is the
devreasing-cost effect that results from the lag involved when earnings levels rise,
since the average wage is, In essence, a lifetime one and thus is affected by the
lower earnings levels of the past." (Actiarial study No. 57, p. 12.)
The rationale for an assumption of level earnings has been stated many times.
Mr. Myers has written :
"Throughout the entire history of the program, the cost estimates have been
based on level economic conditions, except for experimental calculations not
used as the basis for legislative consideration. At first glance, this might seem
unrealistic-some criticism of this procedure has come from economists--since
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earnings levels have Increased so significantly during the 25 years of operation
of the program (as well as before Its inception). It does not seem appropriate
to use rising earnings assumptions in the cost estimates, rather than level ones,
since the system of benefits and also the earnings base for contributions has been
established on the economic foundation of the existing level. If the earnings
level changes, the program can be adjusted correspondingly-as it has been In a
number of instances * * *." ("OASDI Cost Estimate and Valuations," proceedings, Casualty Actuarial Society, vol. XLVI, 1959, p. 227.)
And the latest trustees' report states: "It Is likely, however, that if average
earnings increase, the benefit formula and the earnings base used for contribution will be modified" and "if benefit payments are increased in exactly the same
ratio as the increase in average earnings, the year-by-year cost estimates of bellefit payments expressed as a percentage of payroll would be unchanged" (pp.
66-67).
Mr. .Myers indicates in actuarial study No. 57 that such "savings" have actually
been used for purposes a little broader than only "benefit formula" modification. He writes:
"In the past, the savings to the OASDI system resulting from the above two
factors (rising-earnings levels considered alone, and increases in the maximum
earnings base) have been utilized to keep the benefit structure up to date by such
changes as increasing the general benefit level, adding new types of benefits, and
liberalizing existing benefit provisions" (p. 13).
Moreover, there Is some question as to whether these analyses fully acknowledge the "safety factor" aspect of the level-earnings assumption which is mentioned in the latest reports of the Committee on Ways and Means of the House
and the Committee on Finance of the Senate on major OASDI legislation (1961) :
"It is important to note that the possibility that a rise In earnings levels will
produce lower costs of the program in relation to payroll is a very important
'safety factor' In the financial operations of the system. The finanoing of the
system Is based essentially on the intermediate-cost estimate, along with the
assumption of level earnings; if experience follows the high-cost assumption.
additional financing will be necessary. However, If covered earnings increase in
the future as in the past, the resulting reduction in the cost of the program (expressed as a percentage of taxable payroll) will more than offset the higher cost
arising under experience following the high-cost estimate. If the latter condition prevails, the reduction In the relative cost of the program coming from rising earnings levels can be used to maintain the actuarial soundness of the
system, and any remaining savings can be used to adjust benefits upward (to a
lesser degree than the increase in the earnings level). The possibility of future
Increases In earnings levels should be considered only as a safety factor and not
as a justification for adjusting benefits upward In antielpation" (H. Rept. 216,
87th Cong., pp. 15. 16).
An example of the "savings" as a safety factor can be shown by the latest
change In the earnings level used by the actuary. At the enactment of the 1961
Social Security Amendments, the actuary estimated that there was an actuarial
deficiency for the OASDI system of 0.30 percent of taxable payroll on the basis
of the 1961 earnings level. The latest trustees' report, based on the 1963 earnIngs level, shows an actuarial deficiency of 0.24 percent of taxable payroll, an
improvement in the condition of the funds of 0.06 percent of taxable payroll. To
fill out the picture, however, it should be noted that. in making the new estimates, on the plus side of the ledger were "savings" of about 0.18 percent of
taxable payroll from the Increased earnings level and 0.15 percent of taxable
payroll from the Increased Interest-rate assumption. On the minus side were
some "unfavorable" factors-"somewhat higher retirement rates i n the next few
years and higher proportion of persons becoming fully Insured" and lower termination rates for the disability program which, in all, totaled 0.27 percent of taxable payroll. (Hearings before Committee on Ways and Means, "Medical Care
for Aged. 1964." pt. I. p. 37: actuarial note No. 3, July 1963. Social Security
Administration.) Thus, all the "savings" from Interest plus two-thirds of the
"savings" from the Increase In earnIngs level from 1961 to 1963 was needed to
balance the "unfavorable" experience.
Although OASDI cost estimates are periodically adjusted to utilize more
current earnings data, the trustees' reports transmitted to V-ngress have not
explicitly Indicated the "savings" which have resulted from the use of more
recent and higher earnings levels. The chairman of the Committee on Ways
and Means has requested that In future reports these savings from earnings
level Increases be spelled out In the trustee's report.
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Hospital insurance bencfits.-In the actuarial study on the King-Anderson
bill, Mr. Myers points out the radically different effect rising earnings have
on a hospital "service benefit." He states:
"Perhaps the major difficulty in making, and in presenting, these actuarial
cost estimates for hospitalization benefit is that-unlike for the OASDI monthly
benefits-an unfavorable cost result is shown when total earnings levels rise
unless the provisions of the system are kept up to date (insofar as the maximum
taxable earnings base and the dollar amounts of the deductibles are concerned).
The reason for this Is that there is the fundamental actuarial assumption that
the hospitalization costs will rise at the same rate over the long run as total
earnings level, whereas the contribution income rises less rapidly than the
total earnings level since it depends on the covered earnings level, which is
dampened because of the effect of the earnings base. Accordingly, it is necessary
in the actuarial cost estimates for hospitalization benefits to assume either that
earnings levels will be unchanged in the future or thqt, if wages continue to rise
(as they have done in the past), then from a given point of time, the system will
be kept up to date insofar as the earnings base and the deductibles are concorned. In this respect, it may be noted that in H.R. 3920 the '21/2 times the
average daily hospital cost' deductible associated with the 180-day maximum
hospitalization alternative is on a 'dynamic' basis and so is automatically kept
up to (late, while the deductable of '$10 per day' is not on a 'dynamic' basis."
(Actuarial study No. 57, pp. 30-31.)
Chairman Mills In questioning Mr. Myers at the hearings emphasized the
"assumption" in the cost estimates that the bill would be actuarially sound
only if Congress kept the system "up to date" by increasing the wage base and
the deductible proportionately to earnings level increases. He asked Mr. Myers,
assuming Congress left the wage base alone, what additional tax rate increase
would be required over the bill's 0.25-percent tax increase on both employees
and employer if earnings continued to go up 3 percent a year.' Mr. Myers
answered that by 1975 a 0.35-percent tax increase would be required and 0.50percent by 1985. Subsequently Mr. Myers was asked that if the wage base and
deductible adjustment approach alone was used what increases would be necessary for actuarial soundness. The following wage base figures were given.2
Required ea,'ningjs base for King-Anderson bill assuming wagcs and hospital
costs increase 3 percent a year'
1965-----------------------------------------------------------------5, o
1970
----------------------------------------------------6 700
1975
----------------------------------------------------7,800
1980---------------------------------------------------------------9,000
1985
---------------------------------------------------10,00o
1 Under the provisions of the King-Anderson bill, the wage base is Increased from the
present $4,800 a year to $5,200 a year.
Mr. Myers in the latest hearings defended the "reasonableness" of his assumption that the system would be kept "up to date." Ile stated:
"In the event that earnings do rise as they have in the past, it is assumed that
the maximum earnings base will be increased from time to time. This is a
realistic assumption based on past performance. The maximum earnings base
has been increased from $3,000 in a series of steps until today it is $4,800. If,
however, by any chance the earnings base were not increased for a few years
in the future, even though earnings rose, then the system as a whole would
still be actuarially sound since the savings to the OASDI cash-benefits portion,
under any set of reasonable assumptions, would more than offset the loss to
the hospitalization portion.
I Actually in the hearings Mr. Mills asked what would be the additional tax if earnings
and hospital prices rise in the same way they have risen in recent years. Another assumption of the actuary for the King-Anderson bill is that after 1961, on the average and over
the long run, hospital prices and earnings will rise at the same rate. In recent years hosital costs have been rising much more rapidly than the earnings level, with the differential
eing in the neighborhood of I or 4 percent a year. An examination of this assumption.
however, is beyond the scope of this paper, and estimates given here assume hospital prices
and earning rise at the same rate.
2 Memorandum from Robert J. Myers, dated June 1, 1964. Actuarial soundness would
also require similarly proportionate increases in the dedeutibles.
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"I believe that it can be seen from the previous discussion that ils assumption,
rather than those mentioned Parlier, provides the most realistic basis for finance.
ing the program because:
"(1) If increases in earnings are to be anticipated before they occur-as proposed under the alternative assumptions-the cash-benefits )ortion of the system
would appear to be so overfinanced currently that there would be great pressure
to increase current benefits on the basis of an ability anticipated under the
assumptions to finance them.
"(2) On the contrary, in the assumption that I used, no allowance is made
for savings which will occur as earnings rise. It is assumed instead that the
OASI)I system will be kept reasonably up to date, in that increases in earnings
and increases in the maximum earnings base will occur in a parallel manner and
willbe offset by increases in benefit amounts and that, therefore, the contribution rates scheduled in present law are as necessary in the event of rising
earnings as on the assumption of level earnings.
"(3) In the event that hospitalization costs do rise, and if the maximum earnings base and the deductibles are kept up to (late, the estimated hospitalization
costs would be met fully by the presently proposed financing basis. If, for a
time, adjustments in the earnings base fall somewhat behind earnings increases,
there will be such savings to the overall program that sufficient funds will be
generated to more than support the entire program without increasing the contribution rate, but then funds would have to be reallocated between the cash
benefits and the hospitalization portions of the system." (Committee on Ways
and Means, hearings on medical care for the aged, pt. I, p. 370.)
Thus, l)resented with the likelihood of increasing earnings level, at least two
important policy decisions are presented to Congress if it is to enact a hospitalization insurance for the aged program under the OASDI system:
(1) Whether a provision providing for the "up dating" of the system should be
written into the law, or whether such "up dating" should remain an "assumption" upon whose fulfillment the actuarial soundness of the hospitalization program would rest.
(2) Whether "savings" generated from increased earnings level should be
transferred from the cash benefits side to the hospitalization side of the system
to make up for any lag in the "up dating" of the wage base and deductibles.

Senator

DOUTGLAS.

We will recess the hearing until Monday morn-

ing at 10 o'clock.

(WVhereupon, at 1 p.m., the committee recessed, to reconvene at
10 a.m., Monday, August 10, 1964.)

SOCIAL SECURITY; MEDICAL CARE FOR THE AGED
AMENDMENTS
MONDAY,

AUGUST 10, 1964

U.S. SENATE,
CO.MIWIEiE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2221, New
Senate Office Building, Senator Herman E. Tahnadge presiding.
Present: Senators Talnadge (presiding), Ilartke, McCarthy, Ribicoff, Williams, Carlson, and Bennett.
Also present: Elizabeth B. Springer, chief clerk; and Fred Arner
and Helen Livingston, of the Education and Public Welfare Division, Legislative Reference Service, Library of Congress.
Senator TALM\DGE. The committee will come to order.
The chairman will be a, little late so we will proceed with the first
witness, Mr. John F. Nagle, National Federation of the Blind.
STATEMENT OF JOHN F. NAGLE, CHIEF OF WASHINGTON OFFICE,
NATIONAL FEDERATION OF THE BLIND, WASHINGTON, D.C.

Mr. NAGLE. Mr. Chairman and members of the committee, ly name
is John F. Nagle. I am chief of the Washington office of the Na1tional
Federation of the Blind. My address is 1908 Q Street NW., WashingLon, D.C.
Mr. Chairman, section 5 of IJ.R. 11865, now pending before this
committee for consideration, would make it possible for certain aged
persons who have some social security coverage, but not enough to
meet the minimum requirements under existing law, to establish eligibility and qualify for limited benefits under title II of the Social
Security Act.
This special provision would liberalize the eligibility requirements
so that certain elderly people who fail to meet the work requirements
in present law could still qualify for benefits on the basis of as few as
three quarters of coverage.
We approve section 5 of H.R. 11865 and the enlightened concept
which this provision embodies.
We believe that the provisions of the Social Security Act must frequently be reexamined and when special circumstances justify, when
legal.p rovision defeats, program purpose and benefits are denied to
certain persons economically and socially handicapped by age or disability, then the law must be changed.
Section 5 of IJ.R. 11865 recognizes such special circumstances, and
makes such a change-and, because of it, men and women now pre-
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eluded from social security benefits will be able to qualify and
draw benefits.
We urge this committee to also consider the special circumstances o f
blind persons now denied disability insurance benefits because they
fail to work long enough in covered employment to meet the 20 quarters eligibility requirement.
We ask you to liberalize the disability insurance law for blind persons, by providing that they may establish eligibility for benefit payments when theyhave worked six quarters in social security covered
employment.
For this purpose, we offer as an amendment to H.R. 11865 a bill
(S. 1268), introduced by the distinguished senior Senator from Minnesota, Hubert H. Humphrey, and cosponsored by the equally able and
distinguished Senators Jacob Javits from New York and Jennings
Randolph from West Virginia.
S. 1268 proposes several changes in the disability insurance law with
specific reference to blind persons.
First, our amendment would incorporate in the disability insurance
cash benefit provision of the Social Security Act the definition of
blindness which is generally recognized and used throughout the
Nat ion.
This definition, already included in other Federal laws, would provide an ophthalmological standard for determining blindness: i.e.,
blindness is central visional acuity of 20/200 or less in the better eye
with correcting lenses, or visual acuity greater than 20/20 if accompanied by a limitation in the field of vision such that the widest diameter of the visual field subtends an angle no greater than 20 degrees.
Then, S. 1268 would permit a person whose visual impairment is
such as to constitute blindness in accordance with the terms of this
definition and has worked in social security covered employment for 6
quarters to qualify for disability insurance cash benefits under the
social security program, and to continue eligible for such payments so
long as the disability of blindness lasts.
Mr. Chairman, the objective of S. 1268 is to make the disability insurance program a true insurance program for the blind, for those who
are now blind for those who become blind in the future.
S. 1268 would condition the right to receive disability payments, and
the right to continue to receive them, upon the existence and the continuing existence of the loss of sight.
Our amending proposal recognizes that the severest of all the consequences resulting from the occurrence of blindness in the life of a
working person is not the physical loss, the physical deprivation of
sight, but rather the severest'loss sustained is the economic disaster
which befalls the newly blinded workman, the economic handicaps
which are a consequence of blindness.
7t is these consequences-the abrupt termination of pay, the diminished earning power, the drastically curtailed employment opportunities onen to the recently blinded person, or to the person who has
lived a lifetime without sight-these, and not the loss of sight. convert
the physical disability of blindness into the economic handicap of
blindness.
S. 1268 would provide a partial solution to the financial catastrophe
which results from blindness; it would provide a floor of minimum
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financial security for those who must learn to live again, to function
without sight in a world of sight.
S. 1268 as Federal law would reduce the competitive disadvantages
of sightlessness; it would provide a continuing source of funds to
meet the extra "equalizing" expenses of functioning, blind, in a sightstructured society.
S. 1268 would be of immeasurable help to the worker suddenly confronted by the devastating effects of blindness-the discouragement
of protected unemployment-the despair of a lifetime of unemployment-the shocking loss of independence--the hurts and humiliations
of dependency.
S. 1268 would also provide minimum income security to the employed blind person, who has lived for years, or a lifetime, without
sight, for such a person must pay an extra price in dollars and cents
when he works as a lawyer or teacher, secretary, salesman, or factory
assembler.
The usual blind person-with average abilities, with no particular
skills oi' training-such a person works when lie can find work, but
frequently is the victim of the inexorable law of life for the disabled
person-last hired and first fired-gainfully employed, when lie is
employed at all, on jobs with the poorest pay, the shortest duration.
For this person-the usual blind worker-the 20 quarters eligibility
requirement in the disability law makes the protection of disability
insurance unavailable to him-and our proposed 6 quarters requirement would be much more reasonable under the circumstances, under
the special circumstances which confront such a person.
Air. Chairman and members of the committee, we of the National
Fedration of the Blind believe that the social security programs
which are intended to diminish the adverse economic and social consequences of advancing years or disabling impairments must never be
considered fixed and inflexible in provision, for such rigidity may
defeat the purpose to be served by such programs, while flexibility of
approach and adjustment of provision to meet special circumstance
may assure fulfillment of such purpose--the diminution of the hazards
and heartaches of old age, the lessening of the discouragements and
disadvantages of disability.
We ask this committee and the Congress, therefore, to liberalize the
disability insurance law for blind persons, for the benefit of persons
who may become blind.
Under existing law, a person must work in social security covered
employment for at least 20 quarters to establish eligibility for disability insurance cash payments.
We ask you to approve S. 1268, to reduce this requirement to six
quarters, in order that the benefits under the disability insurance prograin may be more readily available to more persons when blindness
occurs; in order that blind persons, unable to meet the present requirements of employment for 5 years in covered work may be able to
qualify for benehts under the disability insurance program.
Under existing law and practice, persons who are disabled and earn
anything but the meagerest income are denied disability insurance
payments as considered no longer sufficiently disabled and therefore
unqualified.
We ask you to change this, to allow persons who are disabled by
blindness to qualify for disability benefits and continue to receive
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benefits even though they are employed, even though they are earning, in order that disability insurance payments may be available to
them to offset the extra "equalizing" expenses incurred in living and
competing without sight in an environment geared to sight.
And now, Mr. Chairman, I would like to speak briefly about the
bill, S. 880, the Hospital Insurance Act of 1963, introduced by Senator
Clinton Anderson from New Mexico in association with'so many
other Members of the Senate.
We of the National Fedc.:ation of the Blind support S. 880, and
we urge this committee and the Congress to act favorably upon it.
We believe that this proposal as Federal law would serve, in some
measure, to mitigate the disastrous economic effect of a sudden accident
or a prolonged illness in the lives of elderly men and women retired
under social security.
How do the retired elderly meet their health care costs now.
They live on very limited income-income which the House of
Representatives considered insufficient for minimum decent living, and
so provided for a 5-percent increase in )ayments in a provision of
H.R.. 11865.
How do the retired elderly meet the shockingly high costs of hospitalization now?
Some may have savings to draw upon-to pay doctors' and hospital
bills, to pay nurses' wages and druggists' charges.
But savings, so long in building , all too soon disappear.
Savings, so slowly accumulated during working years, and so carefully hoarded during retirement and used to supplement ina(lequate
social security payments in retirement, all too soon disappear.
Some of the retired elderly may hold membership in prepaid
hospital and medical insurance plans, or they may be covered by
regular commercial insurance policies, or special insurance policies
designed expressly for the elderly and their health care needs-which,
they confidently 'believe, will fully meet their medical and hospital
costs in old age-but all too often they discover, when sickness occurs,
when health care bills are presented for payment, that the benefits
available under their plan or policy are very limited, or that benefits
are not available at all, because of exclusions or restrictions in their
plan or policy.
Then, of course, Mr. Chairman, there are family reserves and the
earnings of employed children to draw upon-the health care costs
of the retired elderly may be imposed upon responsible relatives, and
the money saved for the education of the young may be spent to pay
the hospital bills of the old.
And finally, the retired elderly, faced with the catastrophe of
impaired health or shattered bodies-with meager savings long since
usedl up, without relatives to call upon, or with relatives unable or
unwilling to help-for such people there is always charity-for them
there is always public welfare or private charity.
We blind people have had much experience with this method of meeting our needs.
We have had centuries in which to become acquainted with the public
welfare and the private charity methods of providing subsistence
and survival assistance.
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Too many of us-unable to obtain employment, although we wanted
to work; although we were qualified and able to work, and asked only
for the chance to demonstrate our ability to fill a particular job-too
many of us have been obliged to apply for public or private help in
oUr desperate need.
Too many of us know of the endless qtiestionings and have experienced the e.xhaustive inquiries, the suspicious searchings for hidden assets and nonexistent resources when we applied for public or private
help in our desperate need.
Too many of us blind people have had our families burdened with
the cost of our care which the law imposed upon them-and we know
too well of the resentments and antagonisms which are engendered
when our needs are a drain upon family resources and earnings, when
)ayment of our bills amounts to the denial of the hopes and phlns (of
others.
We of the National Federation of the Blind endorse the social iitsurance method, contained in S. 880, for paying the price exacted for
restored health and repaired bodies.
We much prefer the "advanced payments with established rights"
method, to the public or private charity or responsible relatives method.
We support S. 880, because it would provide benefits specified and
described in Federal law anid regulation, rather than have such benefits dependent upon a social caseworker's uncertain whim or biased
judgment.
We support S. 880, because as Federal law it would provide benefits
I)y right to those who establish eligibility for them, in accordance with
standards specified and described in Federal law and regulation, rather
than have receil)t of such benefits dependent upon a "means" test standard of proven poverty or demonstrated destitut ion.
But, Mr. Chairman, just as the men and women who are elderly and
retired on social security must live and manage ol very limited income
have a need that their health care costs be met by the social insurance
method, so too is it necessary that the health care costs of those who
must live and manage on limited income because they are disal)led and
)eneficiaries of the Federal disability insurance program be met by the
same concept of social insurance enact ed into law.
The limited income problem of the disability of insurance beneficiary is the same as that of the retired elderly person-for the amount
of his payment is the same as the amount of the old-age benefit for
which he would )e eligible if be were to retire.
We would also remind you, gentlemen, that disabled persons must
have medically determinable disabling conditions to qualify for disability insuran ce benefits, and oftentimes these conditions are chronic,
requiring constant hospital and medical assistance, while elderly persons, although advanced in years, may still be robust and well during
their years of retirement.
We of the National Federation of the Blind are peculiarly aware
of the need for including disabled persons within the scope of S. 880.
As a result of the removal of the 50-year age eligibility requirement.
in the disability insurance program by the 1960 amendments to the
Social Security Act, a number of persons whose disability is blindness,
and previously recipients of aid to the blind, were able to qualify for
disability insurance cash payments.

182

SOCIAL SECURITY; MEDICAL CARE FOR AGED

This change from a relief program to a. "rights" program was cause
for much satisfaction to these people--but they soon learned that
there was no provision for their health care needs under the social
security system.
These people soon learned that, if their disability payments exceeded
their need, determined by public assistance standards, that they would
even lose their entitlement to medical care protection under public
welfare, and would gain no comparable protection as disability insurance beneficiaries.
Under such circumstances, the only recourse available to these peol)le
when they are ill or injured is general relief or private charity.
So, Mr. Chairman, the disabled person, rescued from the "means"
test of public assistance by action of the 86th Congress, at last able
to claim benefits rightfully his because he has paid for them during
his working years, still must turn to the local welfare doctor when
he needs medical help, still must go to the charity ward when he needs
hosiptal care.
Gentlemen, the rescue was not a rescue after all.
Therefore, Mr. Chairman, members of the committee, not only (10
we urge you to approve S. 880 for the benefit and protection of elderly
persons retired under social security, but we ask you to expand the
scope of S. 880 to include disability insurance beneficiaries within its
provisions.
Thank you, Mr. Chairman, for this opportunity to appear.
Senator TALMADGE. Thank you, Mr. Nagle, for a very fine statement.
(The following statement submitted by Mr. George E. Keane in
behalf of the Industrial Home for the Bliild was inserted in the record
by order of the chairman.)
THE INDUSTRIAL HOME FOR TIE 1LIND.

Brooklyn, N.Y., August 5, 1964 .
lIon. HARRY BYRD,
Chairman,FinanceCommittee, U.S. Senate,
Senate Office Building, Wa.8hington, D.C.
DEAR SENATOR BYRD: I know that you will have before you 1I.R. 11865 for consideration this week, amendment to the Social Security Act. I am taking this
opportunity to put into the record of your hearing, if you will permit us to, the
point of view of the legislative committee of the American Association of Workers
for the Blind. It has been considered with interest and very real satisfaction at
the convention of the American Association of Workers for the Blind, held in New
York this past week and I have been directed by the convention to urge the
Finance Committee to take favorable action on this matter. We think that it
does much to improve and increase the benefits of our people throughout the
country, but we were disappointed that some proposals which our association
made were not considered in the House. However, you have before you a measure
by Mr. Humphrey, S. 1268, which we hope your committee may consider in planning amendments to the House bill. Mr. Humphrey's proposals do two or three
very important things for those who become eligible under the disability insurance of the act because of loss of sight. First, it reduces the quarter number to
six, we think that this is important and in fact from an insurance point of view
we have thought many times that there should be no requirements for periods of
coverage when blindness occurs after the individual has been employed. It is
logical regardless of the number of periods of coverage, that a permanent and
total disability might occur anytime and should be insured against from a practical point of view. However, we understand that some period of employnnt
must be indicated, but six quarters or a year and a half seems like quite a long
time.
Mr. Humphrey's bill also provides for a change in the definition of blin(lnes;
as it is now contained in the act so that it would coincide with the definition of
blindness for assistance and for special additional exemptions for income tax.
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This definition, 20/200, visual acuity In the better eye is one which is used
throughout the States and It seems unfortunate to require a narrower definition
simply because financial benefits are involved. In any case, may we urge your
committee to consider Mr. Humphrey's approval.
GEORGE E. KEANE,

Chairman,Legislative Comin ittee, A A1l'B.

(The following statement was made a. part of the record at the
directioll of the chairman :)
STATEMENT

OF PAUL KIRTON,

ANMERICAN

COUNCIL OF TIE BLINi),

FAIRFAX, VA.

The American Council of the Blind is a young but rapidly growing organization, composed primnarily of blind persons, with nwinberstip now numbering
several thousand. We are iiiorporated under the laws of the District of
Columbia and have as a primary purpose the improvement of culture, social and
economic opportunities for all handicapped persons, the improvement of the
public Image of blindness, and the education of the blind in their obligations to
the public. Our officers and directors serve on a volunteer basis and are elected
front the nembership as a whole. Most of the members are independent, selfsnl)porting citizens who wish to donate a portion of their time and effort to
make it easier for blind and other handicapped persons to achieve this same
position of self support and independence.
1ly name is Paul Kirton, I am an attorney in the Office of the Solicitor in the
Dl)epartment of tle Interior, and a member of the board of directors of the
American Council of the Blind. Our organization appreciates the opportunity
to appear before you al express its approval of the basic ideas iicorl)orated in
the two pieces of legislation which you are now considering: I.R. 11865 and
11.11. 9393. We are particularly appreciative of the provisions in 11.11. 9393
which will again permit the retroactive determination of disability. We have
no criticism of this bill to make at this time.
We also wish to express our support of the general principles incorporated in
11.1t. 11865. The recipients of social security definitely need an increase it
benefits. The 5-percent increase provided in 11.11. 11865 seems quite inadequate
aind it is not even keeping pace with the increased cost of living shice the last
increase in benefit payments.
The new provisions to permit the continuation of a child's benefits while in
school are badly needed. All those persons who are concerned about the welfare
of our Nation and the future of our youth are enthusiastically supl)orting this
principle. However, tlb very piece of legislation which purports to make it
easier for these chikiren to go to college also adds the new subsection(s) to
section 203 of the Social Security Act. For example the mothers' payment
should definitely be continued while the child is in college. The woman who
is able to go to work and who can flrd work will automatically do so because
she can obtain a substantially higher standard of living by doing so. However,
many women in the age group to have college-age children have neither the
experience nor the skills to find work, nor are they in the age group to start
a new eraip!oyment career. By cutting off the payment of mothers' benefits
there tij a strong economic compulsion on the child to go to work in order to
support the mother instead of going to college.
There Is far more cause to believe that children 18 to 22 and in college will
seriously consider marriage than those children under 18. It may be good public
policy to discourage and even penalize marriage prior to the age of 18, but we
feel that the policy of discouraging early marriage Is less important than the
encouragement of education. Therefore, if any change in attitude were to be
made it should be in favor of continuing the social security payments regardless
of marital status to the child In college.
The other, provisions it 1I.R. 11865 are desirable and needed changes. We
solicit your assistance in submitting these proposals to the Senate at an early
date. We also wish to express our appreciation for this opportunity to state
our views.

Senator TALrMADGE. The next witness is Mr. Nelson A. Criikshank,
AFL-CIO, accompanied by Mr. Andrew J. Biemiller.
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STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPARTMENT
OF SOCIAL SECURITY OF AFL-CIO; ACCOMPANIED BY ANDREW J.
BIEMILLER, DIRECTOR, AFL-CIO DEPARTMENT OF LEGISLATION;
AND LISBETH BAMBERGER, ASSISTANT DIRECTOR OF THE
AFL-CIO DEPARTMENT OF SOCIAL SECURITY

Mr. CituiisiANxK. Thank you, Mr. Chairman.
Senator T.\I,:NIDoE. We are happy to have you before our committee and you may proceed at, will.
Mr. CRUIKSIANK. Thank you, Mr. Chairman.
Mr. Chairman, my name is Nelson II. Cruikshank and I am director of the Department of Social Security of the AFL--CIO, and
together with Mr. Andrew J. Biemiller, director of the AFL-CI0
department of Legislation, I am appearing on behalf of the AFLCIO. With us also is Miss Lisbeth Bamberger, assistant director
of the AFL-CIO Department of Social Security.
Let me assure you at the outset that my presentation will be briefand not only because of the commonsense time limitations established by the committee.
I will 'e brief because the distinguished members of this committee are informed in the field of social security. Some of you agree
with us, and others do not. But there is no question that all of the
members of the committee will know what I am talking about.
Therefore, I will not waste your time by belaboring the fundamentals.
The position of the AFL-CIO on the legislation before you is
simple and clear. Only 5 days ago, the AFL-CIO Executive Council,
meeting in Chicago, took up this matter and adopted the following
)olicy resolution:
The AFI-CIO has sul)I)orted every increase in social security benefits and
coverage since the original enactment of the program nearly 30 years ago.
Therefore, we welcome the modest increase in benefits provided in II.R. 11865,
the social security amendments passed by the House on July 29. For people
del)ending mainly on social security benefits averaging less than $80 per month,
even $3 and $4 monthly increases are important. For those elderly for whom
this bill will provide increases of only $2 a month or less, even this small
amount will be welcome, although it is obviously not enough.
So we will continue our fight to improve the social security benefit structure.
And let the record show that we have likewise supported the increased taxes
on wages and other income necessary to keep the system financially sound.
This will continue to be our policy.
This year's House-passed bill, however, must be evaluated not only for the
needs it meets but for the needs it fails to meet.
The ever-present danger of a hospitalized illness remains the most serious
threat to the economic security of the elderly. And the only practical way
to provide protection again this threat is by an extension of the social security
principle.
The public assistance--or Government relief method-has been tried. After
nearly 4 years, the Kerr-Mills Act is meeting but a fraction of the need and it
is still not in operation in all States.
Private insurance, as the recent McNamara committee hearings so clearly
documented, is providing protection of a minimum adequacy for only about
a quarter of the elderly.
Neither the incantations of the AMA nor the inflated statistical claims of
the insurance industry have solved the problem of health care for the elderly.
The AFL-CIO will continue its efforts to meet the problem through the
social security method. We are i this struggle to win.
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That ends the quotation of the executive council's statement.
We are pleased that H.R. 11865 provides for the inclusion of tips
as a part of basic wages, for social security purposes.
Of course, all sorts of philosophical arguments can be made about
the whole subject of tipping, but there is no indication that the
custom is fading away. Therefore, it is essential to deal with the
realities.
Tipped workers are obliged to pay income tax on tips. In recent
years, especially, the Internal Revenue Service has exerted considerable effort to nake sure of it. It is obviously a matter of simple justice that money taxed as income should also be part of a worker's
wage base in calculating his benefits under the social security system.
Anything less would be-and has been-an unjustifiable aouble
standard.
In essence, then, we endorse the benefit provisions of H.R. 11865.
Now we come to the basic issue that is not encompassed by the bill
before you and which we think belongs in the bill. We have no
bombshells to explode here. We have been over the ground many
times before.
We are here to say to you-as a matter of conscience, as a matter
of deep conviction, on behalf of many millions of Americans who
cannot come before you-we are here to say that hospital insurance
for the aged must be incorporated into the social security system.
1We make this plea in the firm belief that no meml)er of this outstanding body has a closed mind and so we reject the cynical suggestion that we can gain nothing by bringing this issue before you.
You have given us the opportunity to appear here, and we have no
doubt that our case-even though it may be familiar-will be carefully weighed.
Let me start with a brief restatement of our basic position:
We say that many millions of elderly citizens, living on earned
retirement, are each year reduced to penury by catastrophic medical
costs.
We assert that private insurance programs, even when they have
the best of intentions, cannot prevent this disaster.
17e insist that charity-public or private-is an unacceptable reinedy for independent, self-respecting Americans.
A1 this would sound hopelessly unrealistic, as it might have sounded
20 years ago, except for the dedicated, hardheaded work of men and
women who ref used to recognize the impossible.
There is now before you a sound, practical plaii for national hospital
insurance to protect the aged. The essence of the plan is an extension
of the social security system which already provides for old-age benefits, disability benefits, widows' and orpbiqnsl payments, and so on.
That system, surely one of the great achieveiments of American society in this century, can and should-in ouir view-be extended to
cover this great need for hospital insurance to protect the ag-e(l.
With respect to the details of this plan, we are flexible: we, too, have
open minds. Some of the criticisms that were made of the proposal
we first supported had real merit, and we welcomed them.
We are not committed to a formula, but we are deeply committed
to a result. And that result, simply stated, is a hospital insurance program for the aged as part of the social seciirity system.
'M-453-64---13
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Of course, there should be provision for the small and shrinking
number of citizens who are not a part of the social security system.
Of course, there should be more generous programs of public relief
for extreme cases. We always said so.
But when you get right down to the heart of the problem, you find
that there needs to be a basic underpinning of Federal insurance-a
base from which l)rivate insurance will grow, as it has grown in the
area of pensions; a base from which public and private charity can,
in eases of disaster, give meaning to humanitarianism; a base that will
give to the aged this needed protection as a matter of right.
Very much to the point in this whole consideration is the report by
the Senate Subcommittee on the Health of the Elderly, which was
issued only a few weeks ago.
I am sure you are familiar with it, so I will only cite a few highlights.
Only half of the 18 million persons 65 or older had health insurance
at the end of 1962. The committee charged that the figure of 10.3 million covered, claimed by Health Insurance Association of America, is
"concocted" and "inflated," those are the committee's words.
Moreover, only one in four among the elderly has hospital insurance
that meets the minimum standards of the Amnerican Hospital Association. More than half the policies pay only $10 a day for hospital
accommodations. Even Blue Cross has faltered in the face of the
problem, and so have the so-called State 65 plans.
This special relv)rt confirms what we in the AFL--CIO have long
maintained-that the commercial insurance plans that do offer realistic l)enefits are simply too expensive--$500 to $600 a year for a couple,
too expensive for thie aged to afford.
One of the ironies in this whole debate, it seems to me, is that the
AFL-CIO has been pitted, unwillingly, against those whose best inIcrest.; we seek to support.
The l)rivate insurance companies--with a few exceptions-- thunder
that we are trying to rob them of business. We feel, at times, like
throwing up our hands in despair. For the effect of our proposal
would be, to take the private companies out of an area they cannot
possibly handle, and open up to them a vast-and vastly profitablearea of supplementary insurance.
We have said this before but I am going to say it again. How
many wage earners could sensibly buy retirement policies from instirance companies before the Social Security Act was passed? And
what could they get? Today, insurance comipanies--despite their
cries of despair 30 years ago-are better off than ever before-and
because the American citizen is today security minded.
We find the same sort, of thing from the American Medical Association. Insurance against hospital costs, they kee) saying, is "socialized
medicine." The truth, of course, is exactly opposite. Cover the
hospital bill through a Federal insurance program, and the patient
will have the kind of "freedom of choice" he doesn't have now.
Mr. Chairman and gentlemen, I tell you frankly that a reasoned
consideration of hospital benefits for the aged through social security
has been handicapped by slogans and slibboleths. We in the AFLCIO-and I take considerable pride in this-have tried to avoid that
course.
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We hmve not attacked anyone or any group, though at times the provocation has been great. We have trudged along, pointing to the
need, and supporting our case with facts. We have been receptive
to new ideas and new approaches, in a completely nonpartisan -%ray.
We trust that logic, reason, and above all, the facts, will prevail in
this committee. 'The need is real; the sohution is logical; and these two
That concludes my statement.
should at last be combined in a legislative enactment.
Senator 'TALMADGE. Tlhank you for a fine statement, Mr. Cruikshank.
Any questions, Senator McCarthy?
Senator MIcAiRTHY. Mr. Chairman, I would like to ask Mr. Cruikshank his opinion on this matter. You will recall that when the Social
Security Act was passed and one of the continuing arguments against
it was that it would be extremely harmful to small businessmen. The
fact is that as it has worked out it has been helpful to them in that
they were able to retain employees who had the protection and he
security of the social security program.
Is it not your opinion that the same would be true with reference to
some kind of medical care or hospital insurance in that in most of
your large corporations now, you have rather comprehensive programs
of medical care for not only employees but also for their families, a
basic national program would put, the small and independent, businessman who participated in it in a better position to attract workers and
Io keep them than the present practice gives to them?
Mr. CRUIKSHANK. I believe this is exactly true, Senator McCarthy.
It would give the small businessman a better competitive position in
terms of labor, particularly skilled labor that is in short supply. He
would be in far better position, when because of the very size of his
business, and I believe this is in your mind, it is difficult for him to
set up the kind of welfare programs that larger enterprises ('an do.
Senator NlCCArTHY. From the point of view of the employee himself,
)articularly the highly skilled ones, and even professional" people, the
establishment of a basic national program would give to them a much
greater measure of freedom to move than they have under existing
practices.
Mlr. CRUIlKSHANK. That is correct: yes,sir.
Senator MICCARTHY. This could ie a device for freeing people at a
time when the mobility of industry is really becoming a new plienomenon ; could it not, in American business and industry?
Mlr. CirnIKIUlSANK. Yes, sir; and as you are well aware, I am sure, we
did not really realize the extent of the mobility until social security
pointed it out, the tremen(lous mobility of Anerican labor which, I
am sure you wvill agree, is part of its dynamic strength.
Senator HCCAITiY. The fact is that today in many industries, industry is more mobile than are employees.
Mll. CnuIKSIuANIK. Yes.
Senator MICCARTIIY. There was a time when you could move tei
employees and workers more easily than you could move an indust ry.
But in electronics and new light Industmres, you can move 'n industry really without regard to employees, you can set. it ip in the de.:sert
aid wait for them to come to you.
Mr. ('nulKsmu1'Nxi. Yes, sir.
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Senator MCCARTHY. We need to recognize this in all of the welfare
and supplemental benefit programs in the Nation.
Mr. ORUIKSHANK. Yes, sir.
Senator MCCARTHY. I am sure you share my opinion.
I am sure you are correct, sir.
Senator MCCARTHY. This would be a step which would, apart from
Mr. CRUIKSHANK.

the benefits which would come to the individual persons, be responsive
to the changes that have taken place in the American economy and
in the American society.
Mr. CRUIKSHANK. 'We couldn't agree more, Senator. I am sure
you are correct in your analysis.
Senator MCCARTHY. Thank you. That is all I have to ask.
Senator

AADGE. Senator Carlson?

Senator CARLSON. I am one member of this committee who appreciates your opinion of this subject and am delighted when you appear.
In this pending bill there is a provision that will change the requirement for coverage from six quarters to three quarters to be qualified
for payments.
Ihas your organization any views on that ?
Mr. CRUIKSHANK. We haven't taken a specific action in respect to
that proposal, Senator; no. Our general position is that eligibility
for benefits should be geared to participation in the system. That
is our general position.
We have not taken any specific action with respect to this specific
proposal.
Senator CARLSO-N. It is a new policy, however, and that is the reason
I was wondering if you had some views on it.
Mr. CRUIKSHANKH. Yes, sir; it is something of a departure f rom past
policy. It is kind of a retroactive coverage or it, goes in that direction of a retroactive coverage for persons which is a departure from
the previously established policies which the Congress has followed
and which we have supported.
Senator CARLSON. ff we follow through on this, as I remember the
testimony, it would cover 600,000 additionally, if reduced from 6
quarters to 3 quarters, and then I assume the next step would be
to include all who are over an age of 72 regardless of coverage, and
I was just wondering what your view was.
Mr. CRUiiiSyIAK. Well, we are not always too concerned about these
arguments of what the next step can be. We think that the Congress has shown over 30 years a consistent, record of protecting tl
system against the harmful effects of )roposals that are not cojisistent with the basic principles of the system. But any step in this
direction is a step away from the basic principle.
Tn effec-t, what it (oes in part is to transfer part of the load of
that proportion of these people who are in need. Now, of course,
they are not all in need, but it. transfers the load of that l)roportion
from the public assistance rolls that are supported by general taxa-tion from the Federal Government and by whatever tax structure
there is in the State, to the system that is supported by a payroll
tax with a very minimum and almost below minimum requirements of
participation of past participation in the system.
Senator McxCARry. There can, of course, be justification for it
l)ased m the statements just made.
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On the other hand, I appreciate its effect upon the funds and the
system as a whole.
That is all, Mr. Chairman.
Senator TAYMADGE. Senator Hartke, any questions?
Senator IJARTKE. Do you have any thoughts concerning the question of blanketing in all people at. age 72 without regard to any contributions?
Mr. CRtINKSHANK. Well, We have opposed that consistently, Senator.
Now, we are not against these people getting benefits. Let me make
it clear that many of them are in need of social security benefits and
if this is the wish of Congress to give them the benefits provided under social security, bring them in for that purpose but reimburse
the funds out of the general revenues of Government and not make
it as a load on the wagc-supported tax system.
Senator HARTKE. You feel that, in other words, the burden, at the
present time, as far as these people are concerned is being borme by
other tax means, isn't that right, generally speaking?
Mr. CiUIKSHANK. Well, insofar as it is being borne, yes, sir, and
if it's desirable, if the Congress feels that the simpler and more
justifiable way of meeting the need of all of these people as a group
iS to fiV6 them the benefits set forth in the social security system,
then do so, but pay for it out of the general revenues of Government
rather than kind of a retroactive drain on the trust fund that has
been built up by a wage contribution or a tax based on wage.
Senator IL\RTiHE. W1hat percentage of those not covered under social
security who are under 72 in your opinion are presently receiving
some type of tax-paid relief ?
Mr. Cnuris.tiok. I don't know, sir, the exact percentage of those
over age 72 who qre on public assistance. We could supply that figure
for you.
Senator TARTKE. I think I have it.
What I was really coming back to is this: As far as these individuals
are concerned at the present time they do represent a financial load
upon some tax budget, isn't that trile?
Mr. CRUIKSIIANK. Yes, those in need do, yes, sir.
Senator HArTRE. That is right. And to a great extent in the local
communities this is being borne by local propeity tax.
Mr. CilIRKSTfIANK. All sorts of taxeS. In many communities it is a
sales tax, ahd a property tax, and some States have an income tax
and all the State taxes-of course, in addition to the Federal grant
part that is paid out of gen eral revenue to the Government which is on
a progressive tax.
Senator HARTRE. Yes, I understand that. But in most cases these
individuals 72 years and older, if the situation had been earlier as it
is at the present time, would have been within the coverage of the
present sociil security system, isn't tht true ?
Mr. CRUikSIr'AXK. Well, some of them would, but not all of them.
But if you make the provisions of the system retroactive you could
assume that the same proportion of them would have been as the
present proportion of the total work force is covei'ed.
Senator HARTKE. Yes, that is right.

190

SOCIAL SECURITY; MEDICAL CARE FOR AGED

Which would have left a very few outside the scope of the social
security system at the present time.
Ir. CRUIKSIIANK. That is correct.
Senator HARTKP. These people do at the same time represent in
society a large burden of the medical cost, isn't that true?
Mr. CRunIicsANK. It is a substantial burden, yes, sir.
Senator HATKE. So basically, whatever we can do to put these
people in a position of at least some support will relieve the local tax
situation.
Mr. CnRmKSHANK. Well, but the amount proposed isn't going to
meet the total amount, $35 a month, which would be a small part of the
need for those who are really in need. We have to remind ourselves,
too, of course, Senator, if we are talking about the kind of a retroactive
situation, that these same people-suppose the social security law
had been written in 1935 as it now exists.
Senator IIARTKE. That is what I said before.
Mr. CnUIKSHANK. You are quite right, most of these people, a high
proportion of them would have been in it. But they also would have
paid contributions during all these years.
Senator IJARTIC. Yes, but this is through no fault of their own.
Mr. CRUIKSHANK. No, it is through no fault of their own and that
is why we say it is right for them to have benefits if that group represents a real social and economic need. Let them have the benefit but
it should not be chargeable to the account which is built up on other
people's wages.
Senator -TARTKE. What is the theory of that?
Mr. CRUIRSHANK. Well, the theory of that is the basic principle of
our whole insurance system, that this is a system where people through
contributions paid by themselves and their employers protect themselves against a wage loss. We could put it this way: we can say they
didn't protect themselves; more properly as you point out, we can say
they were denied the right to protect themselves.
They may well have wanted to be under the system so they were
denied the right to have this kind of insurance. But the fact is they
didn't have and the premiums-were not paid by their employers and
not themselves.
This is not their fault and those who are in need we certainly should
meet that need and if in the best way the wisdom of Congress is to
meet that need is to give them the social security benefit and supplementing as it will need to be in almost all cases of real need by further
public assistance payments, but if the social assistance benefit as a
flat amount to all of these people help meet the needs of this group,
all right, but it should not be charged to the premiums on the wages
that have been paid by people who did have the opportunity to
participate.
Senator HARTKE. Mr. Cruikshank, do you support the provision of
the bill which provides for the lessening of the required number of
quarters in which there must be a required participation?
Mr. CnzUiKSIAmNK. As I have stated, we have not, our organization, has not, taken a position specifically on that part of the bill, but
we feel that it is not consistent, with tlme principles which we have
always supported.
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Senator HARITKE. I was going to say, there is not much more inconsistency in being in favor of reducing this to all ultimate three
quarters than it is in just giving blanket coverage, isn't that true?
Mr. CRUTIKSIIANK. The line is getting pretty thin. You are quite
right.
Senator HATKE. It is coming down to the place where all you really
have done is leave an avenue for a lot of bureaucratic determinations
as to how many quarters have been taken into account, isn't that
right?
Mr. CRUIKSIIANK. No.
I think the number of quarters is pretty automatic. I don't think
it would be a matter of bureaucratic determination.
There is also this to point out, however, that while this does reduce
the minimum to three quarters it is progressive and gradually building up for this group under the provisions of H.R. 11865, where, after
a number of years the requirement is again the same as it is now, one
quarter of the time since 1950, or a maximum of 40 quarters.
Senator HARTKE. I understand that.
Mr. CRUIKSHANK. So it is on a short-term propositiofl.
Senator 1LurrKE. That goes back to a different problem. It goes
back to your still working your way out of this group who were not
coVered before, isn't that right? By making the progression in coverage, gradually working back ip again to the full amount required
for an ordinary recipient, all ),ou are saying in substance is that you
are giving special treatment, whether you want to call it that or not,
to this group who for one reason or another were not, covered under
social security benefits but who would have been covered if the law
in 1935 had been the law in effect today.
Mr. CRUIKSHANK. That is correct,, and it is termed in the bill of
course, as you remember, the transitional arrangement.
Senator I,\IrTKF,. The truth of it is, if you would l)lanket these
people in at this time, you would also have a gradual slackening or decrease in the number of recipients just by the attrition of age.
MAr. CRUIKS1IANK. Yes, this is correct.
Senator HAiTKE. An(l by 1980 practically none of these people
would be drawing any benefits.
Mr. CBuIKsANK. That is correct. But we still do not, believe that
that argues for paying the benefits out of the trust fund. Let's pay
them but let's pay them out of general revenues.
Senator I-1Tr:iA,. I haven't gotten back to how you are going to pay
them yet. I am trying to get established first whether we are going
to pay them at all.
But, I was trying to establish whether you believe they should be
paid out of the social security system at all.
Mr. CRUIKSIIANK. No. For those outside of the system-you see
in ,)no way, Senator, I think in one way not only is this a departure
from the social security principle, the social insurance principle, but
in another sense it is in a departure from the public assistance
principle.
When you get into the public assistance principle you do pay people
who are in need, and whose need is demonstrable.
Now, this has always been the second line of defense against insecurity in the country when you mix the two, you take a group that
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some are needy and some are not and I suppose most of them are, I
mean a very high proportion of them are, but without regard to that
need and give them this benefit then you are not either fish nor fowl,
you are not either on social insurance or on public assistance.
Senator HARTKE. Let's come on back then to the present bills
blanketing provision with the three quarters requirement. It is your
position, then, that this is contrary to the overall principle upon
which social security is based, is that right?
Mr. CRUIKSiIANK. I think it is a departure from the principle. It
is not the most serious departure but it is a departure, yes, sir.
Senator HARTRE. And you agree the line is very thin between doing
that and complete blanketing in?
Mr. CRUIKSHiANi. That is right. It is a thin line.
Senator -LnRTItFE. You say you have not taken any position, but on
theory at least you feel that you would be opposed to this type of
approach?
Mfr. CmiuIKSmiNK. Yes, sir, that is correct.
Senator HAIRTKE. Are there any provisions of the bill that you are
opposed to either in principle or directly?
Mr. CRnURISnANK. No, sir.
Senator HARTKE. Do you feel that the 5-percent increase is justified?
Mr. CRUIKSITANK. I think the 5-percent increase is needed, yes, sir,
but it is inadequate, and it does not meet the major need.
You see, a 5-percent increase won't meet anything like, won't give
anything like the additional security to an elderly individual or a
couple that the protection against hospital insurance would provide.
Senator HIATKE. I quite agree with that. But you do feel that the
5-percent increase is needed?
Mr. CitmKsirAN1. Oh, yes, sir, every bit of an increase that is possible, that is within reasonable limits, every increase is needed by these
people who are on social security.
Senator HAIRUrE. Is it your opinion that this 5-percent increase in
social security will prejudice the ultimate end of obtaining some type
of hospitalization program ?
Mr. CRUiiSiiANK. I think any increase in any of the areas in social
security that adds to the cost makes it more difficult because you are
adding a burden to the system but I don't think it would make it
absolutely impossible. I'think it would mean that the Congress
would have to very soon face up to what limit on the wage base and
what limit there is on the tax rate.
But I don't think that it would just close the door finally and forever. But I do think that all of these benefit improvements are in
competition with each other in a sense for the social security tax
I
dollar, and I don't think we can escape that.
Senator IIARTKE. Do you feel that the 10-percent arbitrary limitation which has been placed by some people upon the fund is in fact
a realistic one?
Mr. CUnIsrANIC. I don't think it will be particularly as time goes
on, Senator. I think that the part of the wage dollar that people are
willing to allocate to their economic security will expand. Many
others, who are Government workers, including the elected officers,
give a higher percentage for security than the 5-percent ceiling that
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is provided in the 10-percent overall cost, and the railroad retirement
people, the railroad system now is above that, and that is a public
system.
So, our other two major public systems are already above the 5
percent.
Senator HARTKE. Then that brings us to this question: Do you feel
that the provisions in this bill, for the 5-percent increase, which is the
biggest item, from a long-range legislative viewpoint should preferably be denied to these individuals in the hope that it would bring
forth ultimate hospital coverage at a faster rate?
Mr. CRnuKSHANIC. Well, I aon't, Senator, I don't think that choice
is really before us, is it? I hope that it never is.
As we expand the concepts of social insurance I don't think we will
have to say either/or on these things. There is this great problem
of the insecurity of people, the big threat of this hospitalized illness
hangs over them like a Damocles sword all the time, and no matter
what we do with other benefits, improved benefits for widows, which
we are pressing for, and improved benefits for disability which we are
pressing for, and relaxation of the tightness of the definition of disability, no matter what we do, that threat is going to remain the most
serious threat to the security of the elderly person in the United States
today, and whatever other arrangements we make we are going to have
that. We are going to have that, and Congress is going to face up to it
sooner or later, I am confident that they are, and so I just can't conceive of a situation where it is one or the other because we are not
going to say we are going to take care of their dollar income and disregard this other threat.
I just, don't believe that the Congress of the United States is going
to say that to the elderly of America.
Senator IHARTKE. Let me make the observation that this is an
either/or proposition in this Congress at least.
Mr. CRUIKSHANIC. I don't quite agree with that, Senator. I think
there are a number of arguments that can be made, some of them have
been suggested and talked about, and even within the 5-percent limitation you could have a hospital insurance provision and have a choice
between one or the other and then people could decide what they need
to meet their greatest needs.
Senator HARTKE. Let me say to you, I will permit you to indulge
in your own beliefs, but I feel very firmly, from talking with the
Ways and Means Committee members, that there is in this, a threat
of using this hope for a hospitalization plan as a means of denying to
these people what I think are some legitimate benefits.
Mr. CRUIKSIIANK. Well, Senator, I suggest that as your committee
thinks of this further and as you analyze it further, as you hear further witnesses and you get into executive sessions, I believe that it is
thoroughly within the competence of this committee to devise a combination that would be workable.
Senator I-ARTKE. Do you subscribe to the so-called Ribicoff approach of a choice of benefits?
Mr. CRuiKsim.uric. Well, I haven't seen
Senator 1xRTKE. I haven't, either.
Mr. CRUIKSIrANK. I know what has been talked about, in a general
way. I think that the idea of an option of this kind, if it is properly
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groteeted, and T believe Senator Ribicoff in his past. experience as
Secretary of Health, Education, and WVelfare and all, would want
to protect it, I think if it is properly safeguarded as a thoroughly
workable thing that it would be 'n acceptable middle-of-the-ground
approach; yes. sir. I believe this committee can work out that kind of
an approach.
Senator H..ii'rTu. Let me say to you, and I would beg of you to consider this before you make this decisionn in your own mind, isn't this
really a form of Voluntary hospitalization, making the social security
system in effect voluntary? In all reality and practicality, if you put
this choice to most people they are going to take the gamble that when
the time comes I won't be sick . Social security was made mandatory
because otherwise a,man will take the gamble that lie won't be needing
it, that. ho will be all right and be able to take care of himself in his
old age.
Mr. Citrucsim-xK. No,. sir; I don't. believe that people having the
choice of protection against the great risk of high-cost hospital illness-bhaving. a chance to have that protection would forgo that great
amount of protection for a small amount of cash increase. I think
that the vast majority of them would take the hospital protection because, Senator, they are aware all the time of the great threat that
this is to them, and they don't want-this might just be a differ-ence of
opinion about how, about the way people react.
Senator ITARTKE. I have never seen anybody yet who anticipates
he is going to be sick.
Yes, there are going to be 55 sick pecAe out of 56, but there is always
the one who thinks he is going to be the man who is in perfectly good
health.
Mr. CrrmiKSTmxK. You have 120 million people in the United
States who have decided they want, to protect themselves against this.
This kind of insurance is the most pol)ular insurance there is in
America today, and if people want to take that risk, then why Blue
Cross, why all of these private insurance plans that have been so popular, and would be popular among the aged if we could set them at
rates that they can buy?
No, sir. It think people have proven that they are ready to forgo
the cost of this. They are even buying the very pool, kind of insuryance that is available to them because it is the best they can get.
Senator IIARTE. Let ine say to you, I am not interested in taking
any road toward any voluntary
T social security or voluntary hospital
insurance plans.
I think they are fraught with danger of the highest order and I
would hope we might come up with something satisfactory that is a
little bit more of a realistic approach to meeting this very serious
economic problem.
Mr. CurnKswTAXc. Well, sir, I wouldn't want to judge it without
seeing it in detail. it would be an easy mistake to make to dra-ft
something that did have the dangers of Voluntary selection in it but
I also think that with careful planning and devising that the coinmittee would work out a,program that. would give an option which
would avoid those dangers and when you have (lone that, I am only
saying that the principle we think is acceptable, we would like to see
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something worked out but it would have to have those safeguards to
avoid the very dangers which you pointed out.
Senator I-ARTKE. Let me say to you, sir, I think the organization
which you represent has done yeoman service in this field of hospital
care, and I would really sincerely request of you, because of the influence that you would have in this field, that you give serious consideration before you take a definite step of approving such a voluntary
program. At this moment I feel frankly, that it is fraught, as I said,
with the highest danger. I think it would lead to disillusionment for
many of our older people, and I would sincerely request of you that
before you approve any voluntary hospitalization plan, voluntary
choices, that you give this matter serious consideration, sir.
Mr. CRUMSILANK. We assure you we will, sir. We will want to see
it and we will want to look at ft very carefully and we will keep in
mind the caveats that you point out.
Senator TALMADGE. Senator Ribicoff?
Senator RIBICOI.F. Mr. Cruikshank, Senator Itartke raised a point
that hospital care for the aging would jeopardize the so-called cash
benefits of H.R. 11865.
As a matter of fact, isn't the opposite the case, that I1.R. 11865 is a.
method of assuring a long delay in the adoption of health care for the
aged under social security?
Mr. CRUIKSHANK. Well, I think that some of the-I am not quite
sure I understood your question, Senator.
Senator 1iBIco,F. Let's start, leading up to it.
At the present time the tax rate without the so-called TMills bill
eventually takes the overall tax up to 9.25; is that correct?
Mr. CRUIKSXANK. Yes, sir.
Senator RTmICOFF. And isn't, it generally recognized that once we get
up into this range of taxation for social security, we are reaching a
most difficult area to try to get additional benefits because of the size
of the tax?
Mr. CRUIKSHANI. Yes, sir.

As I said, every kind of benefit, is in competition with every other
kind.
Senator RInlcorF. With every other kind of benefit. So we are
really dealing with a precious one-tenth of I percent to try to determine

what shall we get for the people of America, that would be the greatest
benefit with what remains in this precious one-tenth of 1 percent?
Mr. CRUIKSITANK. Well, sir, only in part-you add all of the provision of the Anderson-King bill onto II.R. 11865 if you raise the wage
base to $6,600.
Senator RBIlCoF1i. That is correct.

Mr. CPUIKSHANK. And the wage )ase of $6,600 barely keeps pace
with the wage base established in 1958.
Senator RiBIcorF. Do you think it is practical at this time to raise

the wage base from $4,800 to $6,600?
Mr. CRMKSJiAN. Economically, I think it is practical. Legislatively, in this particular moment of time it. would be extremely difficult.
Senator RIBICOrF. Extremely difficult.
I think the whole field is diilicult, it is difficult enough to try to get
a program raising it. to $5,400, but to try to raise it to $6,600 at the
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present time, may I respectfully suggest, would be practically impossible.
Mr. CRUJKSHANK. In a short time, yes, sir.
Senator RIJICOFF. At this time.
Mr. CRUIKSHANi. I think so.
Senator RmIcoFA'. All right.
Now, what do you think of the benefits under II.R. 11865? I mean
how good are the?
Mr. CRUIKSIIANK. Well, as the executive council statement said, any
benefit is good in that these people are already on very low incomes,
but as the statement also said, it is not good enough. It does not keep
pace even with the rise in the cost of living since the last benefit increase went, through. It falls even far shorter of the increase in the
standard of living that has gone through since 1958, and for those in
the lower brackets of benefits, that is, there are about 1,700,000 who
wolld get $200 a months anld less.
Senator Rimcoi'. These are prettyy small. There are some that
would get between $5 and $6, which would be more meaningful.
Well, the $2, let's assume we have a man and a wife who got $40
a,month, his wife would get $20 and let's say he would retire at 62 so
his benefits are cut 20 percent for the lower' retirement option, so the
wife then would receive 5 l)ercem) on $18, she would receive something
like 80 cents, it would be rounded, she would get, 80 cents , month, that
iscorrect. In the present cost of keeping body and soul together
how good is 80 cents a month ?
M '.CRUKSIIANK. Your question answers itself, Senator, and you
have to also remember that of this number in the bottom scale here
there would )e. we calculate, about 600,000 of them that would have
this small increase wiped out because it would l)e taken off the public
assistance.
That is there are a lot, of these people down at the bottom of the
benefit scale in social security that are also getting public assistance
so that in teicase which I am sure you recognize is an extreme case
that you cited, the 80-cent-a-month person, or even those up to $2, many
of them, remember, have that amount taken off their check in the public
assistance.
Senator RITBCOFF. All right.
Let's go on the highest.
Mr. CRUIKSIANK. So there wouldn't be anything. There would
be no net advance. This is not a great amount, let me-I don't want
to overstate this. This would be less than a million probably all told
out of 19 million beneficiaries, but it is important certainl.y for that
number of people and they are the people at the bottom of the scale.
Senator RIBICOFF. Now, let's go to the upper limits of the Mills
scale.
The up)er limits of the Mills,scale oould be $6.40.
Mr. CINJKSTANK. Six dollars and forty cents.
Senator Rmicorr. Six dollars and forty cents, so we are dealing with
a range of eighty cents to six dollars and forty cents.
Mr. CmnvIuKsIr'Nic. Yes, sir.
Senator RiBICOFF. Now, how long have you been working with people who work for a living: how many years?
Mr. CRnuimqITAK. About 40. 1 have been working with people
working for a living.

SOCIAL SECURITY; MEDICAL CARE FOR AGED

197

Senator RInlCOFF. You must have a pretty good idea of their thinkand their philosophy and their needs.
4r. CRUnSHANK. I think I have. We have tried to keep in touch
with it, Senator, we have tried to be realistic.
We certainly believe that our organization reflects the needs of the
working people of America.
Senator RIBICOFF. Now, as you look at the people with whom you
(feal, the aged people who work for a living, you get to the question of
relative needs.
Let's take the range of cash of 80 cents to a high of $6.40 that
they would have for themselves.
Now, as against this, the problem of what happens to Mary or John
Jones at 65 when illness strikes. What is their greatest need, the 80
cents to $6.40 or to take care of the basic health costs when illness
strikes Mary or John Jones ?
Mr. CRIUIKSTIAx1. Very much the quest ion of the illness is certainly
the greatest need, and this is why both our conventions last November
and reiterated by our recent meeting of the executive council pointed
out that this, the threat to the economic security of elderly people in
America is this threat, that is put, if I may )araphrase your question,
please, for a, moment, when if a person has the matter of $6.40 ewei
added to his income it doesn't add anything like the amount to his
security as it would if you relieved him of the threat of a thousand
or $1,500 hospital bill.
That is when lie is budgeting his income against his needs, the protection against this possible high cost is much more meaningful than
this, even the $6.40.
Senator RiBiCOFF. Let's look at the aged people in America, let's
look at what our society is based on.
In the group with basic problems and needs on the lower end of the
economic scale, you have individuals who are on public assistance of
one type or another; isn't that correct?
Mr. CIIUIKSHANK. Yes, sir.
Senator RIlcoi,-Lc.
So basically their needs are taken care of, they
are either taken care of by Government or by private charity or subsidization of those who can afford to pay higher rates in the hospital
to give them the free care they can get, or by Kerr-Mills; is that
correct?
Mr. CRuIKsIrANK. Well, they are taken care of.
You are not suggesting adequately, I am sure.
Senator fRIucoFF. No; I mean but basically they are provided for.
Mr. CIUIKSHArAK. Yes.
Senator RimCOFF. No; you have got those in the upper income
group who are taken care of by themselves but not quite because when
you are over 65 you are able to deduct from your tax bill the total cost
of medical expenses; is that correct?

That is right; yes, sir.
Senator Rinmcoii. So if a. wealthy person had a thoustuid dollar
doctor or hospital bill and he put it down in his income tax lie would
get a deduction of $1,000 and that bill would only cost him $200.
Mr. CRUISTIiNKi.

Mr. CRrJTfsIrANK. That is correct.
Senator RTIicOVF. So basically the total society, our Uncle Sam,
really pays the hospital or me(lical bills of those who caln afford to
pay hospital )ills in he final analysis over 65.
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Mr. C IKusirANIK. Yes, sir, it pays a large portion, depending upon
what tax bracket they are in; that Is correct.
Senator RiiucoFr. So when people talk about people subsidizing
the rich, society is already subsidizing them by giving them preferences in these tax laws.
Mr. CRUIKSHANK. That is correct.
Senator RmnmcOF'. I would like to give you some examl)les, in your
experience, let us say you have got the same John Jones who has worked
all his life for the Ford Motor Co., General Motors, Du Pont, Royal
Typewriter, United Aircraft, any of the big companies of America,
and he retires with his wife at. the age of 65. Now, generally from your
experience with these people, an aged person, a person 65, and a wife
who may be 63, 64, and 65, what generally is their economic condition
from your personal experience with them?
Mr. CRUIK:S11ANiK. Well, the group that you describe, their economic
'condition has a fair degree of security. Many of them own their homes,
most of those working for the kind of industry that you used to illustrate would have a private pension 1)1an.
'[hey would be at the top of the roll in the social security })avmc.nts,
retiring now such a couple would have a primary benefit of ,*124; if
the wife were 65, she would get $62 in addition; $186 social security
for the couple, and the typical couple would have some savings, some
life insurance, and they would be able to live in decency, and dignity,
and self-respect, and a fair degree of security until a serious illness
hit them, and then all their planning would be knocked into a cccked
hat.
Senator Rmicorr. From your experience with Kerr-Mills--now
this group, of people we are talking about represent the bulk of the
aged people of America.
Mr. CtUIKMSHAN1K. Well, they are typical. I don't think they are
the bulk in numbers, Senator, but they are typical of the more fortunate and of the high wage earner; they are typical of the worker working under a collective bargaiiingr agreement in this country, generally
speaking.
Senator RiBIcoFF. From your experience with these people, do these
People wantlto go to charity for help?
Mr. CRuIKsI' A,;I. No, sir; that is exactly what they want, to avoid.
and that is why they are so strong in support of a proposal of the kind
in the King-Anderson bill, because they look upon this as preventive;
they do not want to be forced on relief. They do not want to have to
go to their children for help. They want to have something that will
underwrite this security which they have earned by their individual
action, their work, their dedication , their skill, their training, their
years of work, and their contribution to the social security system.
Senator RinIcomjr. Let's take this couple that you are talking about;
they hav'e got $186 total at the lop, they have got their own home.
At 65 the chances are the mortgage has been fairly well paid off, and
then John Jones goes to the lo,lpit al for 30 days.
What would you estimate the total amount of his hospital bill would
be?
Mr. CIJITKS1lIANK. Ilospitalized illness for 30 days would run close
to $1,000 in most cases.
Senator RmicoFIr. The average in thlis country today is l)robal)ly
over $-to so it woull be about $1,200 for "0 days.
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Mr. CRUIKSIAN.K. Yes.
Senator RIBICOFF. For 60 days it would be $2,400, is that correct?
. Not necessarily double because some of the highMr. CRUIKSIANi

cost days are always the first days in the hospital. It wouldn't be far
from double, you are right. It would be close to that.
Senator RiBIicoFF'. To this person you are talking about, what would
a $2,000 hospital bill do to his financial condition?
Mr. CRUIKSJCIAK. It would probably force him to take a mortgage
on the home or to forfeit some of his life insurance or undermine his
security which would be, he would have to go into his capital assets,
which would then increase his insecurity for years to come, and one
of the big problems, and you may be leading up to this because you,
too, have had experience. in working with people in your 1)ublic'life,
is what happens when that second illness hits.
Senator RiIcomr. Let's get to the mortgage.
Can a person at 65 who isn't working get a mortgage?
Mr. CRUiKsi.AjK. Well, you can sometimes, and sometimes he
can't. Ile would eventually have to make an application for public
charity or relief of some kind after lie had exhausted his assets.
Senator RIBICOI'r. 'Well, from my experience banks really dout
give mortgages to try to foreclose. "They do not want to foreclose.
They hope to pay off'. I don't know a bank that will give a mortgage
for person who doesn't have earnings to play off a mortgage.
Mfr. CmRUTKSHANK . That is rii.
't
Senator RimicoiF. So the chance of a person 65 getting a mortgage
is pretty slim.
Mr. nun-mshrIA.N-i,.
That is right.
Senator Rimcoirr. Is pretty slim really when you start to think of it.
So the chances are he would have to liquidate his home to take care
of the illness of himself and his wife at the same time or a second
illness.
Mr. CRUIIKSUIANIC. If they have life insurance that is often the most
readily obtainal)le money.
,'.
Let's get down-Sen tor liIchiii
Mr. CiuiKs1IAxNx.. But,that undercuts his future security.
Senator RiBICOFI'. From1 VOur experience, when John and Mary

of family structure would they usually have?
what sort,
Jones
Mr. are
C 65,
rIslSAm\.
Well, the chronology of the normal family, the
usual family, is that these high costs come to the elderly couple just
about the sm e line the costs of education come to the children of
their children, and when they have to, as many times they are forced
to do by an illness, turn to their own children, then that midle-generation group has forced on them the hard choice as to whether they are
going to give young John and young Mary a better chance than they
had or take care of mother and father.

This is a cruel choice.

Senator Rimco'P. From your experience, an illness thalt falls upon
an aged couple really affects more than an aged couple but affects three
generations.
Mir. CaKSmI.\xNI. It certainly does.
Senator llnucovr. Grandmother and gr'andfatlier, the children, and
the grandchildren-so, therefore, the impact of a serious illness falls

on all tl'ee alike.
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Mr. CRUIKSHANK. That is very true; yes, sir.
Senator R IcoFP. From your experience, what weakness do you see

in Kerr-Mills as it affects this group of people in our society?
Mr. CRUIKSIANK. Well, the basic weakness of Kerr-Mills, of course,
is that it does nothing to prevent the situations which you are describing. It forces people to exhaust all of these other resources before
they are eligible for Ierr-Mills.
And instead of being a backstop when other things have failed, it
really forces people into these other arrangements which are so catastrophic to the family structure and security and peace of mind.
Senator RiBiCOFF. So, then, if you were looking at the problems of
the elderly in America, you would agree with Secretary Celebrezze,
wonld you, that the No. 1 problem and the No. 1 objective to try to
solve, is the problem of illness and hospitalization of our elderly
people?
MJr. CRUIKSHIAN.
Yes, sir; this is our position exactly; yes, sir.
Senator RIBICOFF. Do you see under the 1)resent bill we have before
us anything in this bill as presently constituted that solves the problem of our aged population to take care of their health needs?
Mr. CRU.SHmSANK. No, sir; it leaves that biggest of all problems untouchedt and unresolved.
Senator RIrcOFM. This is what we are faced with 2 weeks, less than 2
weeks before Congress adjourns.
Mr. CRUIKSHANIC. Unfortunately; yes, sir.
Senator RIBICOFF. How long have people been fighting for health
care for the aged now in America?
Mr. CitUiiSKiNicK. Well, at least 14 years now.
The first specific proposal of this kind, I believe, came in about 1950
or 1951. The first bill that was introduced in the Ways and Means
Committee was 7 years ago this month by Congressman Forand, and
we have gone through various hearings. There was a White House
conference on the subject which incidentally supl)orted this approach.
There have been all kinds of efforts made to find some other substitute
and none of the subst itutes has worked.
The need grows and the logic becomes more impressive as the only
way to meet this project.
Senator Riwico'v. How long has it been since you have been on the
Hill representing the AFL-CIO?
Mr. CtuicsirM-K:. I have been representing the AFL,-CIO in this
area since 1944 with one 2-year leave of absence when I was in the Foreign Service--2 years.
Senator RIBcoFF. So basically you have a pretty good feel of the
realm of the probable and the real of the possible.
Mr. CRUIKSHANIC. Well, my primary work isn't in the legislative
field. I work in the field of 'legislative proposals, but I rely on my
friend, Mr. Biemiller, to sense the feeling of the Congress.
Senator RIBCOFF. Let me ask this question of Mr. liemiller, with
whom I have served in the I-ouse of Representatives and who is a
knowledgeable man in this field. In an exchange between Secretary
Celebrezze and myself, we came, bcth of us, came to a general conchision that the passage of this Mills bill as we now have it before us could
well mean the putting off of an effective health care for the aged under
social security for a decade or about 10 years.
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Do you foresee such a danger if this bill goes through as it stands
now?
Mr. BIETAIILE3. I wouldn't make the statement quite as flatly as you
and Secretary Celebrezze seemed to have agreed. I certainly'agree it.
would endanger very seriously the move for a far-reaching program of
hospital insurance for the aged.
I think it would certainly complicate the problem endlessly, and
your period of a decade may be as good as anybody's, because I am
sure you would be the first to acknowledge when you get into this area
of trying to predict the date of the enactment you can get yourself
shot down.
Senator HARTKE. Will you yield?
Senator RiBicOrF. Of course, the Senator from Indiana and I thoroughly disagree on this proposal and we will have to fight it on the
floor.
Senator HArTTKE. I want to get a clarification here.
Is it your opinion, or the opinion of the AFL-CIO, that it would
be better to lay aside this 5-percent increase in the provisions of this
bill from tile House?
Mr. BIENEILLER. What we said it would be much better to do would
be to find a way of taking the bill that came from the House and addin,. to it an intelligent program of hospital insurance.
Senator HARTKE. All right.
I think where the Senator from Connecticut and I can agree is that
the chances of adding the King-Anderson provisions to this bill for all
practical legislative purposes are not only in serious doubt but very
near an impossibility. Therefore, I think it is important that we at
least have an expression to some extent as to whether or not you approve this bill, whether you endorse the benefits of its provisions, or
whether you would prefer that we lay this bill aside.
Mr. BIETUILLER. I don't think that is the only alternative you have in
front of you.
Senator HIAIrTKE. It is the only alternative I have in front of me
at the moment.
Mr. BIEMMILLER. I think there are other aspects of the legislative situation that might result in producing a bill that would not necessarily
be King-Anderson but which would produce, as you yourself indicated a good option plan, and I don't think that that should be overlooked as a possibility.
The Senate has already once voted.
Senator HARTKE. Let me ask you this then.
Has the AFL-CIO taken a position endorsing this so-called option
plan which I understand Senator Ribicoff intends to propose possibly
at a later date?
Mr. BiErLLr. We have said in our statement that we are flexible
and are willing to look into this matter very carefully and if there is
the only-if this is the only way you can get hospital insurance we
would certainly go along with it because we still maintain that hospital insurance is the No. 1 need of the elderly of this country.
Senator HARTRI. I understand that.
Do you feel this matter should be passed upoi without hearings and
that we should proceed in spite of all the difticultiks we are having on
the medical evidence here? Here we are trying to consider a social
36-453P-64--14
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security bill and we are taking up a provision which is not in the bill,
and we are having a group of witnesses here who are scheduled now
through Friday, at least, of this week, with a proposal to attempt the
adjournment by August 22.
Do you really honestly and conscientiously feel that this bill can be
passed with any kind of proposal of that sort before that time?
Mr. BIEIiLLER. I have seen the Senate of the United States move
with the most amazing speed in the world on some very difficult probleins, and I am convinced that there is a majority in the House of
Representatives who are in favor of hospital insurance for the aged.
Mr. CRUIKSAHANK. It wouldn't be unusual, of course, for some kind
of middle ground or some other proposal to come out as a result of
your deliberations.
The Kerr-Mills bill itself was born exactly that way; there were no
hearings on Kerr-Mills.
Senator RIBICOFF. In other words, let me put it this way, what position would you like to see taken in the U.S. Senate?
Would you like to see the U.S. Senate take the position of accepting
the Mills bill or would you like to see the U.S. Senate make a fight to
try to get not only this but to try to get medical care for the aging
under social security?
What would you hope to see in the U.S. Senate?
Mr. CRUIKSHAxK. We would like to see the Senate face up to the
basic issue and the most difficult problem and the No. 1 threat to the
security of the American people.
If you are pressed for time that isn't your fault, that isn't the
Senate's fault, it isn't this committee's fault.
I personally don't like to see the Senate of the United States put in
a position where just on the argument of time they are shut off from
considering and meeting the major No. I problem.
That isn't your fault. It isn't any member of this committee's fault
that you only have 2 weeks. But as my friend Andy says, the Senate
can move with great speed, and it can move, and the deliberations can
be serious and meaningful, and vou can grapple and come to grips with
the problem, and this is a problem of 'theelderly people of America
and we certainly hope there is no intention of ducking that problem.
I believe you can and will face up to it.
Senator RTIfCOFF. Now, a lot has been talked al)out an option.
Suoposo there was an optional program which did a lot better than
the Mills bill in cash and it gave an option to everyone at 65 to take the
cash or to take part cash and substantial health care for the aging
under social security, all financed with a top limit of 1.0 percent, 5 and
5, would such a program meet with your approval?
Mr. CRmUsimR
-K.Well, Senator. I think there ought to be some
safeguards to that. I think that for one it ought to be an opting-out
program that the individual should have to make his choice to opt out
of the system.
Then " I think there should be safeguards so that you don't get all
the, bad risks, the people who are just about to be ill or the people
who are already ill but I think those things can be worked out.
Senator RTiBICOF. This is very simple.
Mr.CRUIRSHANiK. This can be worked out.
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Senator RIBIcoFF. This is very simple. I am talking about the general program.
Mr. CRUIKShIANic. The general program would be acceptable, yes,
sir.
Senator RIBIcorT. That would be acceptable.
Senator IArI KE. The 10-percent limitation would be acceptable.
Mr. CRU1KSI-ANI. I say this, you could work out an acceptable
program within the 10-percent limitation.
Senator IHARTKE,. But as I understand Senator Ribicoff's proposal
was that this would be a 10-percent limitation.
Senator RIBIcOFF. The program I have would be done within the
10-percent limitation.
Mr. CRUIKSHAN. Yes, sir, and within the $5,400 wage base.
Senator HART E. Which would set into the social security system
for all time in the future, a 10-percent limitation in theory.
Mr. CruIHSIANK. Not necessarily.
Senator IRIBICOFF. No, just as the bill we are passing on now sets no
limit for the future.
Senator IHARTKE. For all practical purposes it would.
Senator R rnicorF. What does the Senator want, health care for the
aging or not?
Senator HArTKE. I want something, a real plan not an illusion.
Senator Rimcori,. The Senator from Indiana is talking about illusions. He is willing to accept a provision out of the House that forecloses medical care.
I am unwilling to do that.
Senator HARTKE. This is the point I have never gotten clear from
Mr. Cruikshank yet. I think you asked him this question, and we
still haven't come to an answer. He feels there isn't any choice, but
if there is a choice of this 5-percent basis and this House bill, or
nothi,
do you feel it is preferable for us to vote nothing?
Mr. CRUIKSnANK. I would say if it was that choice, if it caine down
to that choice, which I don't believe it has come, I don't think that is
the alternative. You may feel it is, Senator, but I think there are
other Senators who don't feel that way and I think that there are a
lot of us who are not Senators who feel that way, that that choice
doesn't have to be made.
But if that hypothetical situation should arise, if we come alone
with just a $1 benefit or 50 cents, I don't think we would say no, but
that isn't the choice that is before us, I respectfully submit.
Senator HRTIm. I think as a practical matter you have to face up
to this: Assuming you can pass some type of bill, and assuming
the King-Anderson bill or the Ribicoff bill in the Senate, wouldn't
the conferees in the Senate be reluctant to withdraw their position
from that bill, and as a practical matter, wouldn't you hit a conference
committee on the other side which would not accept it?
The net result to older Americans, about 18 million social security
beneficiaries, is that you might have a wonderful campaign issue for
some people to go back home on. They could say, "I voted for social
security and time hospital plan under social security, but, tie House
of Representatives conference conni ttee wouldn't. agree to it." But
the net result is you cut. about 18 million people out, of benefits, and this
is what I am very, very fearful of. To me this is a striking definite
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probability, not just a possibility. I ask Mr. Biemiller, and I address
this to you, is that not a position which you can foresee would be the
likely result?

Mr.

BIEILLER.

It is a possible situation that could develop, and

under such circumstances as Mr. Cruikshank inferred, there is always
a possibility of one House or the other receding from its position.
I have seen that, happen many times, also.
Senator RimUoFr. Have no further questions.
Senator HARTIE. Senator Bennett?
Senator BiENNETTr. Mr. Chairman, I would like to take the witness
back to another item on which he testified outside of this highly c6ntroversial field.
We Republicans have been interested sitting here today silent while
our Democratic colleagues are fighting over the dilemma in which their
party finds itself.
Bt I would like to talk to you a minute or two about tho tipping
provision in the bill.
Senator HAnTCE. Would my distinguished friend yield at that
point?
I would like to see my dear friends from the opposite side, if they
have any suggestions as to working out this dilemma, which is a problem not of the party but of the people, come forward with a proposal
to meet this serious problem.
Senator BP1Fr'1T. Well, of course, the Democrats always want, the
Republicans to pull their chestnuts out of the fire.
Senator HARTKE. Let me point out to my distinguished friend that
if this is a problem of the Democrats only, then we would have to write
a new provision In the social security law saying these benefits would
go only to Democrats.
I thought this benefit was going to all the people, and that some people who are drawing social security still believe in the principles,
whatever there are of principles, of the Republican Party.
Senator BENNETrk. Well, the chairman, the acting chairMan has
made it clear that he fears the stubbornnesg of the Democratic chairman of the House committee, and while we Republicans have places on
these committees, you outnumber us 2 to 1, and the point I was making
is that so far today this discussion has represented ai atgumont between two members of your party.
Senator Rnibcorr. Will the senior Senator yield for a second?
Senator BElmvr. Yes.
Senator Rmicopt. I thik we can all take notice of the fact that
while it is StippOsed to be a problem of the Democratic Party in the
House Ways and Meahs Committee not one of the Republican members of that committee voted for health dare for the aged under social
security and quite a few Democrats did.
Of course, I don't know what the average would b6 on the Senate
side, how many Republicans would vote for it, but I have a hunch that
thd average would be the same as in the House.
Senator BElNf;-T. It has been interesting to me over the last 2 or 3
years to notice that whenever a program of the administration fails it
is always the Republicans who killed it, even though the administration
has a 2-to-1 majority in our House, and a 3-to-2 majority in the otherHouse.
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Those of your party who oppose it are forgotten, those of our party
who oppose it are always the villains.
We are always the ones who kill it.
Let's talk about tipping. You have testified that you
believed that
income received in the form of tips should be used
in calculating the
base,
Mr. CRUIIKISHANK. Yes, sir.
Senator BENNEiSv. I think there is a great logic behind
that argument. But I think tle problem we face in this committee
is slightly
different.
The employer has nothing to do with that income.
He doesn't set
it, ie doesn't handle the money, and yet the proposal
would make him
pay a tax out of the incon]p.he'receives otherwise for his share
qcome which the etipl:ee receives, and so'I lead up to my of the
question.
• basic

s it logical to .'ssuo thattip inco

is self-el
Mr. CRUI48sANif. No, sir; i don'tiethink
it is.

loymitnt income?

'he imnome that a
person receives in tipping is at the establishment of the
employer, using
all the emloyer's facilities. All the other relationships
bh4~veen enployer and employeeare the same for a tipped employee
agfor one
who receives it in a direct wage.
I think, sir, it is really morq logical to flkink of this as
a wage in lieu
of another wage, and we know: tia-in thmpractical
circumstances
of
the industries where tipping i a r valent'prlactice,
that wage scales
are either formally or inforfnly iaed.on tiie'expectapion
of tlps.
So, let's suppose that her is an elrkllo6j who is considered
by the
employer as worth in the wte markqt'ab i4 $75
a week, let' say. ,ut
lie only pays him $50. Why? Becaiise h!,says,, "You
will male $25
in tips.,
..
,,
,
Now, the employer is saved not onlyithat $25 in wage,
the social scurity tax on that wage, for the differential. but he i saved
So that wages are set and maybe I share your
and.,inaybe I
don't, I wish ,ve could get rid of the whole system view,
of tipping but it is
here and it is recognized.
It is embeddeln our wage structure.
in industries where
tipping is prevalen xflect that. Of course,Wages
if they.didn't there would
be differences in costs'bn4 the whole structure .ild
be different, but
this system is embedded and the amployerUWsaved paying
the tax on
that portion of the wage, and all we are proposing to
d6 Is'that he pay
that share upon the tip.
Senator BIONNET. Yet the employer would be called
statement to the Government regarding an amount upon to make a
going to pay a tax over which lie not only has no for which lie is
control but with
respect to which lie has no knowledge.
Mr, CruiKScRANK. Well, lie only has to certify that
the statement
that the employee gives him is correct for
these
purposes.
He takes
the employee's statement of the amount of tips under
doesn't have to say that lie knows as of a certainty that the bill. He
these amounts
were recejved, H-e only accepts that the employee
gave
him and the
employee must file in writing with him the statement
of the tips, and
then only if they are in substantial amounts.
You understand, if they are less than $20 the whole
thing is off.
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Senator BENNETT. It seems to me that since the difference in the
scale or the amount of tips will vary from employee to employee, presumably on the basis of the type of service the employee renders, that
this is self-employment income. This part of his income is a part
which the employee controls. Therefore, probably a more satisfactory solution would be to consider it self-employment income and let
the employee pay the social security tax on that portion of his income
and on that basis and leave the employer out of it because he is left out.
Mr. CRUIKSUANK. The rationale for the one and a half times the tax
for self-employment was-is a difficult one really to establish anyway.
It was a rough ready hewn justice which was developed, as you will
recall by the Advisory Council of 1948-49, and it resulted in the
amendments of 1950, the Social Security Amendments of 1950.
But the rationale that was given by this Council, which had many
of the experts in social security in the country on it, was that a person,
the self-employed, was serving in the double capacity of employee and
manager and entrepreneur, and that part of his income resulted from
this.
I don't believe that can be applied to the tipped employee because
he has all the employee-employer relationships. le is subject to discharge. He is subject to disciplines. He is subject to time schedules.
He is subject to controls. A waiter, for example, is given by the headwait r certain tables he has to take, some of them sometimes yield good
tips and others don't yield as good tips as other stations on the restaurant floor and none of these entrepreneurial or managerial decisions are
his, and I think therefore on the basis of the rationale that was recommended to this very committee-incidentally, the Advisory Council of
1948 and 1949 was advisory to the Senate Finance Committee, as you
will recall-I don't think any of that rationale applies to those tipped
employees.
senator BENNETT. We can disagree on this, but it seems to me the
self-employed rationale more nearly applies because the employer
who has, as I say, no control over nor any knowledge as to the amount
of the tip, suddenly become.- responsible for paying half of the social
security costs for that amount.
Mr. CRUIKSTTAN.K. I think generally now lie hitis knowledge of it.
Actually, Senator, you might be interested to know that the employees
in the tip industries in the early days of social security (lid not want
to pay this, and they have themselves changed their position, and that
change in position arises largely from the fact that it is nowvgenerally
known by employer and employee what tips are and it is recognized
as in lieu of wages, that is, it is' just another way of paying the wage.
Now, presumably you could do, as you do, in some areas now, under
the present law, you can add an amount to the bill and pay it to the
employer and then the employer adds an amount for tips and on this
kind of tips social security wages are already paid, as you know.
Senator BENNErr. Yes. This is the European pattern.
Mr. CRUIKSIANK. That is right.
This is the European pattern and it is applied to the banquet sections of our hotels and restaurants now. But I am sure this comnittee and the Congress wouldn't want to be changing the whole structure of the hotel and restaurant industry, which you would have to do
if you made all forms of payment of wages of that kind, like it is in
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the
department
and so
what they
doingofis,this
what
we
are banquet
asking that
they do, now,
is simply
recognize
the are
realities
Wage
structure, and the employer, because of the tipping system is relieved
of a part of the direct payment of wages.
Now, le may make that up in difference in costs, the costs that he
has, he may be able to put the price on the bill of fare at a little lower
rate than le would if he had to pay this whole thing.
But because it is in lieu of that other wage, he escapes paying the
social security tax on that wage, and we think that is the realistic
analysis of the economics and the structure of the industry.
Senator BENNEV'r. I am glad to get this in the record. I think since
you testified in a one- or two-line statement that it became important
that this particular side of the question be (eeloped.
That is all, Mr. Chairman.
Senator ITAITKE. The Senator from Delaware, Mr. Williams?
Senator mVILLAMS. Mr. Cruikshank, in connection with this same
question Senator Bennett raised, I can see a reasonal)le argument as to
why these employees would want to include their tips anl I have no objection to it if it can be worked out but what bothers me is the miechanics of how we are going to collect the tax.
Suppose an employee just doesn't report to the employer the amount
of his tips, as you say the employer is not responsible, but at a later
date, maybe next year, the Federal Government finds that these tips
do amount to a substantial amount and they come back and reassess
both the employer and the employee for income tax and social security
taxes. You would make the employer, through no fault of his own,
delinquent in his portion of the taxes, wouldn't you ?
Mr. CRUINKSIANK. No, sir; not under the provisions of this bill as I
understand it.
I do not believe this is a correct statement, Senator. The fact that
he would-could be reassessed on a more, if an employee had not
reported his full tips and it were established by the Internal Revenue
Service that lie had received more in tips than he reported either for
social security or for income tax purposes he would have to pay the
back income tax, that is right. In fact, in such case the employee is
required to pay both the employee and employer tax.
But the employer would have two protections. One is that he is not
liable under the terms of this bill for any tips that are recorded later
than 10 days after the close of the payroll period.
Secondly, he is not liable for any amounts for which he does not
have money on hand to pay. That is backwages or something, you see,
so he is automatically relieved of that liability, and thirdly. of course,
he is relieved of any'liability if the tip claimed is less than $20.
Senator WILIJIAMTS. How'would the Government assess the employee
in a case such as that?
Mr. CR1UIKSIIANK. Well, I would say just as they do now.
Senator WILLIUAS. HOW?
Mr. CRUIKSITANK. That is, they assess him now for his back income
tax payments.
Senator WLTArMs. The employee would be subject to social security
taxes of approximately 4 percent and the employer 4 percent under
this bill.
Mr. CRrnKSIANK. Yes, sir.
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4.6 at the maximum.

4.8 eventually down to 1970.
Senator WILLIAMS. When the Government reassesses this employee,
they would be assessing the 4 percent along with the penalties but
Mr. CRUIKSHANK.

where would the other 4 come from?
Mr. CRUIKSHANK. No, sir.
Senator WILLIAMS. Would they be assessing him the 8?
Mr. CRUIKSHANK. Yes, sir. For the social security purposes.

Once he makes his declaration and the employer pays the tax on
it that is the end of that.
Senator WILLIATMfS. No, but I am assuming in the case where that is
not reported to the employer and no tax paid thereon.
Mr. CRUIKSHANK. Well, if once he fails to report it and later it is
discovered he under reported, he has to pay both his social security
tax and the employer's tax.
Senator WILLIA s. Even though the Government discovers at a
later date that the employee had not reported the correct amount to his
employer, then he would not be covered and not be subject to the social
security tax retroactively?
Mr. CRUIKSHANK. Yes, sir. In fact lie becomes subject to a double
tax liability.
Senator WILLImrs. There is a voluntary system then on employee
tips?
Mr. CR1IKSHAN1;. Well, no.
Senator WILLIAMS. Where he couldMr. CRUIJCSHANK. He has to make a direct declaration of, it is an
honest reporting on, tips and of course it is completely covered.
Senator WILLIAMS. I was really trying to clear this up. I am advised by the staff expert he feels the employee would have to pay the
tax along with the penalty under the bill when it was discovered.
Mr. CRUITSHANK. The employee?
Senator WLIAMS. Yes,
Mr. CRIUKSIAN. The employee might have to pay. But your question as I understood it was the employer.
Senator WILLAMS. I am advised that the employee would pay both
the employee's and the employer's, which would be the full 8 percent.
Mr. CnRuKSuANK. Yes, sir. I recollect now that is the case.
Senator W mLiAMS. Well now, that gets back to the point that it
would be similar to a self-employment tax then.
Mr. CRUIHSTIANK. It would be worse.

Senator BENNErr. It is a third higher.

Senator WILLIAMS. It is a third higher but it is on the same principle, that he pays the penalty.
Mr. CRUIKSHANK. This is one of the incentives to keep him from
doing that.
Senator WILLIAMS. I am just wondering if we wouldn't achieve the
same obiectivo if we made it self-employment. I have no objections
in covering him as a self employed individual on a mandatory basis.
Mr. CRUICKSAAK. Except, sir, you would be asking the worker to
pay a higher rate on his income than any other worker. But employees, as Senator McCarthy pointed out' in the earlier questioning,
I don't recall whether you were here at that particular moment, employers, particularly many small employers, get a lot of benefit out
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of the Social Security Act in the fact that his people have this security
and these benefits.
Under the suggestion that you have offered the employer would have
all the advantages that accrue the employer from this without paying
any tax on that portion of the wage.
Senator WLLIAMS. Well, that is true unless it was taken into consideration with the overall wage scale.
Mr. CRUnkSIIANK. It has not been an easy problem, I grant you.
The administration and others have wrestled with this problem and
it seems to me, and I am sure that it is true with those of our employees
who are engaged in these industries who have so long been denied the
real protection of social security that this is the most practical and
workable solution.
To all intents and purposes incidentally with an agreement with
the New York employers that has been been worked out and they are
operating under an agreement now that covers them and it is practically the same system, and it is working.
And also it has worked for several years in several States in the field
of unemployment compensation, so we have had some experience there
with a very similar system, and it is working.
Senator WIrLTA3S. I appreciate your answers. As you say, this is
a complicated field we are moving in, and on which we don't
exactly know the answer, or how to approach it either.
One other question. There are, I understand, approximately 70
million workers covered by social security.
Mr. CnuiKsIIANK. That is those that are currently in the work
force, I think that is right; yes, sir.
Senator WILIAMS. Do you have a figure giving an estimate of the
number of retirees who are drawing sodal security .
Mr. CnuKSHANk. The number of retirees who are drawing social
security.
The aged people I think at the present time run a little over 10
million, that is those getting old-age retirement benefits.
Senator WILLIAMrS. There are quite a number of retirees who would
not get any benefits under this -bill, who are semicovered by social
security, such as railroad retirement workers and others, where the
social security is meshed in as a part of their company pension plans?
Mr. C1ImISIIANK. You are talking about the provisions of H.R.
11865 now.
Senator WILLTAMS. Yes.
Mr. CRUMKSIANIC. Yes, sir; that is correct.
Senator WILrTA?,rs. That would be true with a lot of private company pension plans, which pay the difference between m amount and
the social security benefit, are there not
Mr. CnmltSITANK. Yes, sir. Those are getting fewer in number all
the time, but where there are some still in existence, where there is
an offset of social security, that is correct.
Senator WILLIAMrS. Do you happen to have an estimate as to the
number of retirees who would be covered in that category?
Mr. CRUIKSIANK. No, sir; I don't have it available right now,
Senator.
Senator HARTE. Mr. Chuikshank, at the sake of being repetitious,
I would just like to ask you again to give serious consideration to this
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question of hospital care, because I am very fearful that we are being
led into a well-laid trap which will deny benefits to about 18 million
social security beneficiaries, which at least have been offered to them
under this plan.
I personally as a sponsor and author of the King-Anderson bill.
I voted for it in the committee, and I voted for it on the floor, and I
would be willing to vote for it again.
I have no hesitancy upon that, but I think that this legislative matter presents itself to us, and I address this just for your consideration.
Assuming that you passed the King-Anderson bill in the Senate, I
say to you in all good conscience that the conferees of the Senate, in
my opinion, would never be willing to take the responsibility of ever
doing anything except sticking right straight to that proposal, and
they would be met head on by conferees from the House who would
not accept it. The net result would be a stalemate.
Let's assume another proposition, thait, you come head on into somo
sort of scheme with a voluntary option, which I feel is delusionary
and illusionary. I think the net result is the same in the conference.
You would come through with the Senate conferees bound and determined to hold their position, and the House conferees bound and
determined to hold theirs, and with time pressing us in this year the
net result would be no social security benefits for 18 million people.
So, let me say to you that I think you have five propositions here
which I am unwilling to accept, which seem to me to be the basis of
the so-called voluntary option plan.
I think, first, that it does as-sume-an I think you do not assume
this, but this approach does-that there is going to be an arbitrary
10-percent limit set. I think you will be boxed in by that from here
on in to Kingdom Come, because every statement that is made about
the so-called voluntary options assumes this 10-percent limitation,
which was created here, I think, about 2 years ago in an exchange
between the chalirman and the then Secretary of Health, Education,
and Welfare, now the Senator from Connecticut.
I think the second thing that it assumes is the articleMr. CRUI(SHANK. Do you mind if I just make a comment at this
point? I don't vant to interrupt you.
Senator HIATKE. All right, sir.
Mr. CRUINSHANIC. But when-I was here when the Secretary, then
Secretary Ribicoff made that statement.
Senator lR'rK. That is when it fiint hit theMr. CRUiKSiIANK. That is right.
We all noted very carefully that he did not say at that time 10-percent of what? So that it left open the whole matter of the wages, so I
just don't agree there is an arbitrary ceiling.
Senator HARTKE. I understand. This voluntary scheme also, this
voluntary option scheme, assumes as was indicated quite clearly this
morning, the 10-percent limitation.
The second point I want to make is that here is assumed an arbitrary
$4,800 base. Maybe that is not what you said a moment ago, I have
forgotten the terms you used; I think you said that legislatively it
would be difficult but that economically it was right to make a change
iu that figure.

SOCIAL SECURITY; MEDICAL CARE FOR AGED

211

But I assume, and I think I have the right to assume, that this
so-called voluntary scheme is based upon a propos-tion that there will
not be an increase in the $4,800 base.
Mr. CRUIKSIANJ.

$5,400.

Senator HARTTKE. I am sorry, the $5,400 base.
Mr. CRUKSHANK. No; it just seems that it just shows how you can
do it within that framework, if that is one of the givens of this particular situation, but it certainly does not write it in that it shall never
be changed or even contemplated.
Senator HIAarKE. I know it doesn't write it in, but in my opinion
it surely leaves the inference it isgoing to be boxed in.
It me just say this to you. Iam not asking you to accept any of
my thoughts about this, but I just want to leave these with you.
iMAr. CI U1wnSANK. I appreciate that Senator.
Senator IIAirxrx. Third, I think it states very definitely it sets up
what we could call a decade of delay.
If you passed this bill you would have a decade of delay, waving a
red flag to scare us to death. I refuse to accept this as necessary.
I think that this approach assumes, although I do not think you do,
that it would be preferable to have this bill defeated in its present form
without modification if it does not include some type of a hospital.plan,
even without regard to the ultimate end result as to whether it is going
to be a real beneficial plan or whether it is some salve or balm for a
real social need.
I think the fifth thing is that, this approach assumes that a voluntary
system can really be made to work. But I feel that all those who hav e
had anything to do with the social security approach will tell you that
when you go into a voluntary system of options, basically on a wide
scale, that Dn and of themselves their ultimate end is defeat.
The thing that has made social security work has been the fact that
it has been mandatory in its application and not voluntary.
So, I want you to know that I, too, am receptive to new ideas and
new approaches as are indicated in your statement. But I certainly
don't want to have a salve or a baln, here in the last 2 weeks of a legislative session, thrown in my face and then go out and have to try to
defend this to the American people when Iknow good and well they
are not going to get the benefits they want.
I think you and I can agree that the benefits are in the King-Anderson bill and we certainly don't need to take those down and destroy
them any further.
Mr. CRUIKSHANIK. Well, sir, may I just make a very brief comment.
We do appreciate the fact you have supported these proposals in the
past, and we appreciate your point of view and purpose and I would
just as you pleaded with me to look at these things very carefully and
I promise to do so and believe me we will. I would 'just plead that
we don't toss in the towel just at this stage.
I would plead we give these various proposal when they get before
us concrete y very careful and serious examination and I would plead
with you also that you work with your colleagues on th3 committee to
try to work out a reasonable approach on this.
Now, I believe you will want to do that.
Senator HARTKE. I would do that, but let me point out to you that
the very hear-ings we are having here right at this nomnent are of such
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a nature that they practically put that August 22 deadline beyond all
possibility, if you are going to consider this bill, and if you are going
to hear these witnesses who have asked to be heard.
And I say this just as a matter of sheer physical time. There i4 no
question about that. I don't want to hld that time limit up so I will
withhold any further statement.
Any further questions
I want to thank you, Mr. Cruikshank. I think all of us agree you
are one of the most outstanding individuals in this field and I respect
your opinions very higlhly.
Mr. CRUMKSuANK. hank you. It is always a privilege tind a pleastire to appear before your committee, sir.
Senator HARTKE. [hank you.
The next witness will be Mr. John S. Mears, of the American Ikgioll.
I would hope that, we can hear all the remaining witnesses on the
schedule.
STATEMENT OF JOHN S. MEARS, ASSISTANT DIRECTOR, NATIONAL
LEGISLATIVE COMMISSION, THE AMERICAN LEGION
Mr. MtinMs. Mr. Chairman, the statement I have to make will probably take 3 minutes.
Senator HARTK. I think all of these witnesses will not take over 5
minutes unless you have some questions.
Senator BNNirr. Of course, the chairman is in position to proceed.
Senator IiAi'rKE:. I.t us proceed and see how we can do, Mr. Mears.
Mr. iMIr:is. Mr. Chairman and members of the committee, I appreciate very much this opportunity to appear here this morning to
present the views of the American Legion in connection with certain
itacets of this legislation in which we are interested. I know your
schedule is heavy and I shall be quite brief.
First, I should like to submit for the record a statement of Mr. Edward J. Weiland, assistant director of our National Anmricanism
Commission, in support of those provisions of. H.R. 11865 which will
amend title 1 of the Social Security Act to authorize the continuance
of payments to students after they reach age 18, but not beyond age 21,
so long as they are enrolled in an approved school and remain
unmarried.
In his statement Mr. Wieland points out that as of December 31,
1963, there were approximately 2y2 million childrenunder the age of
18 receiving social security benefits. lIe discusses the serious problein of school dropouts and its adverse results within this group, particularly in the form of high incidence of unemployment and juvenile
delinquency.
He urges favorable action on this proposal because the extension
of these benefits will be a great step forward in stemming the tide
of school dropouts. He also points out the economic soundness of this
proposal as well as the resulting human and social values which cannotbe measured in dollars and cents.
Chairman, if the statement could be included in the record at
Mr.
this
point.
Senator IRTKE. Yes, without objection
it will be included in the
record.

SOCIAL SECURITY; MEDICAL CARE FOR AGED

213

(The statement of Mr. Weiland referred to follows:)
STATEMENT OF EUIDWARD J.

IM

WIELAND,

ASSISTANT DIRIECTOS, NATIONAL AMERICAN-

COMMISSION, TIE AMERICAN LEGION, ON II.R. 11865

Mr. Chqlriaq antI iniembers of the committee, at the 1962 National Convention of the American Legion, resolution No. 044 (copy attached) was adopted
urging Congress to amend title II of the Social Security A.t to authori',o the
continuance of payments to students after they reach age 18, but not beyond
age, 21, so long as they are enrolled in an approved school and remain unarried. In fact, the American Legion Initiated and supported such legislation as

early as Its 1959 national convention.
The American Legion has a long sustained Interest in providlpg opportunities
for the youth of our Nation, including those opportunities obtained through

edqcation. Tho American Legion's participation and Interest in the passage of
the GI bill of rights for veterans of World War II and Korea Is well known.
The support of legisaltion by the American Legion which resulted in the enactment of the War Orphans E'ducational Assistance Act, popularly referred to as
the "Junior GI bill," Is also a matter of record. Many well-known programs of
the American Lpglon, dealgeed to further the education and training of our
youth, are further evidence of the Legion's deep concern for the future welfare
of our young citizens. In recent years our compilation of career and scholarship opportunities bearing the title "Need a Lift?" has been furnished to nearly
1 million recipients. Hence, the American Legion's support of this amendment
to title II of tQ Social Security Act Is consistent with our long established
position.
Studies reveal that, os of December 31, 193, there were 2,521,000 children
und0r the age of 18 receiving social security benefits because their wage earner
parent was either decreased (1,730,000), totally and permanently disabled
(451,000), or over 62 years of age and no longer employed (840,000).
Under the present social security law, payments to children terminate in the
month the beneficiary reaches 18 years of age. Undoubtedly, in too many cases,
this termination of financial assistance either eliminates the possibility of any
education beyond high school level or Is the cause of dropping out of school before
graduation from high school. In fact, studies indicate that financial need in
the home is the major cause of approximately 40 percent of all school dropouts.
School dropouts is a matter of increasing concern. Advances In technology daily
lessen the jot, opportunities for the unskilled members of our labor force. This
Is borne out Iy statistics v hich show that our highest unemployment ratio exists
in the group comp.)ed of school dropouts of recent years. This problem is
aggravated by the fatr that the incidence of juvenile delinquency in this group
Is 10 times higher than among youths who have completed high school. This
latter fact does noi mean, of course, that high school education Is a satisfactory
level of attainment, because young people today need every opportunity to obtain
higher education If they are going to compete successfully in the labor market.
Our inquiry reveal' there are over 000,000 students presently attending high
school who are over 18 years of age. This Is due mostly to illness and local school
regulations, which ao not permit children to start school early enough to complete their high school e'.catIln prior to age 18.
The present termination of benefits at age 18, therefore, affects many children
still In high school. And in addition, It eliminates the opportunity of a great
many more to obtain sorely needed higher education or technical training. The
proposed amendment to title II would be a great step forward toward correcting
a bad situation. Insofar as It Is directed toward those children who have lost
the financial support of their wage earning parent, it will benefit a most deserving
segment of our youth.
Providing opportunities for the better education of our youth will ultimately
result in an upgrading of our economy and eventually will repay its cost. This
fact Is borne out from our experience with the 0I bill of rights after World
War II. It Is estimated by the Veterans' Administration that this legislation
.ost the American taxpayers approximately $15 billion. It Is believed that
in less than 6 years from now-by 1970-the alomst ten and a half million
veterans who received their education and training by virtue of Its provisions will
have returned to the country the full cost of the program. These same veterans
are paying over an extra billion dollars a year In Federal Income taxes, because
of higher incomes directly attributable to their additional education. This
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estimate is based upon recent studies available from the U.S. Bureau of the
Census and the U.S. Office of Education. These studies indicate, for example,
that the 1958 college graduate will earn on the average during his lifetime
$177,000 more than a high school graduate. It the foregoing statistics are
reasonably accurate, we believe it is safe to say the proposed amendment to
title II of the current social security law, over and above its humanitarian
Justification, is desirable when viewed only in the cold light of dollars and
cents.
To further support our position, we invite your attention to estimates made
by the Bureau of Old Age and Survivors Insurance, I)ivision of Program Analysis,
Actuarial Branch, dated February 13, 1964. They estimate 240,000 children
would benefit from the amendment during the month of September 1964. The
additional cost per child for the 3-year extension would be approximately $2,000.
We believe it is reasonable to state that the increased income potential from
the additional 3 years of education and training would result In the return to
the taxpayers of this country a sumn equal to about six times the $2,000 investment.
These harsh estimates dealing only with the economics of the proposal do
not take into account, of course, the incalcuable human and social values, hard
to measure In dollars and cents, which will accrue to both the individual and
to society.
Finally, we do not believe that this proposal will meet with any objections
of those who believe that Federal aid to education will have a tendency to place
the Federal Government in position to influence our local educational systems
because the assistance given is directed to the individual who has the sole choice
of selecting his school and course of education.
That concludes my testimony, Mr. Chairman. I want to thank you and the
members of this committee for your courtesy in affording me this opportunity
to present the views of the American Legion in connection with this portion of
the legislation under consideration.

Mr. MEAIS. I would now like to address myself to another aspect
of the bill in which the American Legion is deeply concerned. The
increases in social security benefits proposed by this legislation will
have an a(ivoe cffpct upon a great number of needy war veterans
their widows, and orphans who are in receipt of non-service-connected
pension fromn the Veteraiis' Administration.
This is du-3 to the fact i~bat the eligibility for such pension and the
amount which is paid is determineT by the total annual income of
these pensioners from all sources.
Soc rd security benefits are counted in determining annual income.
In it great many cases social security benefits are the only other
source of income. As was the case when social security benefits were
last increased, many pensioners will lose all or a substantial part of
thir pension because of the relatively small increases in social security
lay.nim1ts resulting from the enactment of this legislation.
The House Committee on Veterans' Affairs last week reported a
bill, H.R. 1927, which will make some modest improvements in the
current pension law.
One of its features is to permit veterans, widows, and orphans in
receipt of pension to exclude 10 percent of the amount received from
social st curity (and other public and private annuities) from the coml)Utatio of their annual income.
I mention this legislation to you because it was scheduled for consi(leration by the other body today.
Because of the untimely death of Congressman John B. Bennett,
of Michigan, we understand no business will be conducted in the House
today. -Loever, indications are that it will be acted upon favorably
very soon and of course it will then be referred to this committee.
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In that event, we urge you to give this measure favorable consideration so that these many needy war veterans, their widows, and orphans
will not lose substantial portions of their incomes as a result of the
enactment of H.R. 11865.
That is the point I wished to make.
Senator HARTKE. Any questions?
No questions.
Senator WILLAMS. That does not mean we will not note your
presence.
Senator HARTCKE. Very, very fine statement, sir.
(The following letter by Senator Frank E. Moss, U.S. Senator
from Utah, was inserted in the record at the request of the chairman:)
COMMITTEE ON INTERIOR AND

U.S. SENATE,
INSULAR AFFAIRS,

Augu8t 7, 1964.
lion.

HARRY FLOOD BYRD,

Chairman, Finance Committee,
U.S. Senate, Washington,D.C.
DEAt SENATOR BYRD: As you know, under the Social Security Act, an adopted
child is entitled to benefits if the child is adopted by the wage earner, while
alive, or has been adopted by the surviving widow within 2 years of her husband's death provided the child was living with the worker at the time of his
death.
However, in many such adoption cases, adoption processes are often delayed
end drawn out, particularly when a husband has died and the surviving widow
must convince appropriate authorities that she is in a position to care for the.
chlid even without the help of the deceased husband. I am basing this on an
actual case that has come to my attention wherein a husband and wife had
custody of a child, not their own, for 7 years prior to the death of the husband,
but adoption was not successfully completed until almost 3 years after tim
husbi. nd's death.
May I therefore respectfully request the careful consideration of your committee for an amendment to the Social Security Act extending from 2 to 3 years.
the length of the time during which a child may be adopted and receive social
security benefits under the deceased worker's entitlement.
Sincerely,
FRANK H. MOSS, U.S. Senator.

Senator IARTIfE. Mr. John C. Kabachus, International Association.
of Fire, Fighters is our next, witness.

STATEMENT OF JOHN C. KABACHUS, SECRETARY-TREASURER,
INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Mr. KAIIACHUS. I am John C. KIabtcls. I in secretary of the International Association of Fire Fighters ad ndtay I, for the record,
announce we have it delegationn front tlhe Minnesota Fire Fihrters.
Our Chicago organization is present here, and their president, John,
Lynch; and West Virginia Fire Fighters, have taken time out to attend this hearing.
Senator ItIARTKE. We will note tleiripresence, and we are glad to,
have them here participating in this hearing.
Mr. KABACItus. The, International Association of Fire Fighters deSires to take this opportunity to reiiffirni its traditional opI)ositioi to
the inclusion of members of the fire service under the ternis of the
Social Security Act.
This has been our stand since the legislation was first enacted; lhe,
various amendments to the system and the obvious iml)rovenents that
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have been made to the program have never altered our position that
the best interests of our 100,000 members in the 50 States would be
best served by their exclusion from the provisions of the act.
We respectfully urge that section 11 of the proposed legislation be
stricken in the cause of preventing irreparable injury to the very
people whom you believe ourselves to be helping.
Our association finds small comfort in section l's opportunity for
municipalities to conduct referendums to determine whether firefighters wish to be included under social security or not.
We find disquieting and alarming the language of the Ways and
Means Committee report which seeks "to facilitate the extension of
social security coverage to State and local government retirement
systems." This language may be found in a discussion of the proposed
section 12 that would permit k.he addition of Alaska and Kentucky
to the roster of 17 States that are already allowed to further fractionate their local retirement systems.
There are virtually no groups in our profession that are actively
seeking inclusion under social security and at every biennial convention of our association the vote against broadening social security to
include firefighters is always unanimous.
I will concede that our position is unusual in the trade movement.
Most unions believe in extending coverage to groups presently excluded. But our stand was not taken capriciously and without study.
Our opposition is based on the knowledge that. our present retirement
systems, many of them excellent and well established, would inevitably
1;e menaced if firefighters were to be included under the umbrella of
social security.
In those areas where no effective retirement plan for firefighters
exists, the States and the communities already have the right to include their fire service personnel under social security. Thus, the
proposed section 11 woula not help this group in the future.
The special and hazardous nature of the firefighting profession
was recognized by States and municipalities many years ago and they
wisely and justly established special retirement systems for the fire
service. They frequently permit retirement at age 50 or 55 after a
specified number of years of service. Our retiement systems are, on
the whole, vastly better than anything now contemplated by the Social
Security Act or likely to be realized for many years to come.
Understandably, we do not desire to see these systems diminished.
Nor do we think this is the intent of the Congress. But they will be
diminished, inevitably, if communities are permitted to substitute
social security for present plans.
The Federal Social Security Act is primarily and basically designed
as a social measure. Old-age, survivors anddisability insurance is
not intended to serve as a retirement plan but rather to meet the basic
needs of the entire working population. Although the original rates
of contribution were relative y small over the years, today we note the
new schedule is at a point where it equals or is near to the rate of
contributions being paid by public employees to their local retirement
plan.
Now in contrast, State and local government retirement plans are
designed to meet the needs of superannuated employees. Benefits are
based upon contributions, and are therefor geared to amoimt of salary
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and length of service. A retirement plan may be viewed as an arrangment between one employer and his employee.
There is little individual equity in social security. The contributions
are not earmarked to buy protection for the specific employee on
whose wages they are based. TIhe rinciple of a retirement plan is
exactly the contrary. In general, OASDI supplies a broad subsistence
level. Tlhe individual who desires more than mere subsistence is expected to build upon this foundation by means of savings, thrift, and
additional retirement allowances.
The communities faced with extending social security coverage have
a number of methods to consider-supplemental, additive, coordinated
full offset, semiadditive, integrated, semioffset, and many more. All
of these methods can be considered under three means of OASDI extension; namely, (1) supplemental; (2) integrated; and (3) coordinated.
Despite the policy statement of the Congress, it must be pointed out
that the community has a perfect legal right to abandon its existing
retirement plan.
1. Supplementation: Under this first method OASDI and the present retirement system would be in full effect. Under the provisions of
the pending legislation, each employee would continue to pay his usual
contribution into the retirement plan and in addition, 3.8 percent of
that part of his salary up to $5,400 for social security after December 31, 1964. The municipality would also contribute 3.8 percent for
social security on each employee's salary up to $5,400 annually.
Most authorities agree that supplementation is the simplest method
of extending social security to public employees. No changes would
be required in the present retirement system. Both systems would be
completely independent of each other. Supplementation would give
the employee the highest retirement benefits possible under any type
of extension of OASDI and, at the same time, enable him to profit
from any future increases in OASDI benefits.
The obvious objection to supplementation is the cost to both the
employee and employer. Employees would begin by paying a greater
percentage of their salaries to the two systems (the percent of his
usual contribution to the retirement system plus 3.8 percent to
OASDI). For some this would constitute hardship.
2. Integration (full offset) : Assuming an employee makes a 5-percent contribution into his retirement plan, then in this type of extension of social security, the employees would continue to pay only the
5 percent of his salary which lie pays today under the existing retirement system. However, his payments in theory would be divided into
two parts: (1) 3.8 percent for OASDI, and (2) 1.2 percent contributions to his retirement plan. In 1971, 4.8 percent for OASDI and 0.2
-..
percent to his retirement plan.
For purposes of this plan, we can assume in theory that there would
be no change in the contribution of the employee to the retirement
fund and tiat for the increases in the social security, taxes would
be evenly divided between the municipality and its employees.
In benefits, if the employee retired prior to age 65 had received
whatever he is entitled to receive at present, this amount would continue unchanged throughout his life. When he attains age 65 and his
OASDI benefits begin, then the municipal share of contribution is
36-453--R14---15
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reduced by the amount of social security benefits. From the standpoint of the municipality this plan calls for a careful examination of
the cost over the years of its application.
One of the serious objections to the full offset integration plan is in
the fact that the retirement system would immediately lose most of its
strength and independence. As changes are made in social security,
benefits, or contributions, these would necessarily be reflected by
similar changes in the retirement plan. In time, the whole status
of the retirement plan could become very unclear or uncertain.
3. Integration (semioffset) : The semioffset plan is the same as the
full offset plan with one very important exception. Where the employee pays one-half the cost of his social security it is generally
argued that he is entitled to one-half of his OASDI benefits in addition to his normal retirement benefit. This type of integration would
probably require no higher payments by the employee than are now
being made.
Again assuming that an employee makes a 5-percent contribution,
this would be divided in exactly the same manner as under the full
offset plan: 1.2 percent for retirement system; 3.8 percent for social
security, and, in 1971, 0.2 percent for the retirement system; 4.8 percent
for social security. The semioffset plan would cost the municipality
substantially more than would the full offset plan.
1 4. Coordination: Under both previous plans for "inte ating"
OASDI payments with local retirement benefits, the OASDbenefits
bring about a reduction in the amount of pension paid from the local
retirement system. The coordination plan of extending social security
is F.similar process except that the municipality computes its system
in advance, both as to contributions and benefits, so as to adjust for
the effects of OASDI benefits. Therefore, the municipality would
determine the exact amount of total benefits which its employees were
to receive under the present retirement system at age 65, subtract the
amounts to be received from OASDI and recompute the necessary
receipts and payments to provide the diference.
It must be understood that OASDI is an insurance program. A
man may pay fire insurance premiums for 50 years and never have a
fire. His premium pa ments are used to pay for the losses of others,
so the benefits of OASDI are quite uneven s between given individuals. One employee may contribute for 25 years and obtain no greater
benefits than another who contributes for only 10 years. Contributions cannot be refunded because it is an insurance program, not a retirement progam.
The attitude of some people is that dual coverage seems to involve
the hazards of attempting to ride two horses at the same time. We,
as firefighters, know that in difficult times the taxpayer may question
the necessity of dual coverage at his expense. Private industry does
not have this problem since its payments are usually tax deductible.
No Member of Congress can guarantee that harm will not befall our
existing retirement system of the present exclusion for the fire service
is removed. The Congress does not have the power to legislate for
the States and cities and this is where we would be injured if this
Congress opens the door to trouble by dropping our present exclusion.
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Meanwhile, we find in section 218(d) (6) (C) of the social security
law any retirement system established by States ofNew York
Wisconsin
Connecticut
Nevada
North Dakota
Massachusetts
Texas
Minnesota
Alaska
Vermont
Kentucky
New Mexico
Washington
California
Pennsylvania
Hawaii
Florida
Rhode Island
Georgia
Tennessee
or any political subdivision of any such State which on, before, or
after enactment of this subparagraph is divided into two divisions
or parts;
1. One of which is composed of positions of members of such
system who desire coverage under an agreement under this section, and
2. The other which is composed of positions of members of
such system who do not desire such coverage-Shall, if the State so desires and if it is provided that there shall be
included in such division or part composed of members desiring coverage, the positions of individuals who become members of such system
after such coverage is extended-be deemed to be a separate retirement
system.
Every Congress considering modifications of th Social Security
Act since 1950 has recognized that the fire service was a special case
and acted accordingly. We ask that there be no division of the fire
service into the haves and the have-nots under social security. We
ask only that section 11 be dropped from consideration and that a clear
and unmistakable exclusion of the fire service from the provisions of
the Social Security Act be made a part of any new legislation. The
adoption of Senate amendment 1174 will accomplish our objective.
Senator HARTKE. Thank you, Mr. Kabachus.
Senator Williams? Senator Bennett?
Senator BnNNETT. I think you have made your position abundantly
clear.
Mr. KABACIIUS. I hope so.
Senator HARTKE. Thank you, sir, for your testimony.
I understand the chairman has received numerous substantiating
statements from firefighter organizations and unions, which he will
place in the record following your testimony.
(The statements referred to above follow:)
STATEMENT OF JOHN J. LYNCH, PRESIDENT, CHICAGO FIRE FIGHTERS UNION, LOCAL

No. 2, IAFF, AFL-CIO, IN OPPOSITION TO SEOTION 11 OF H.R. 11865 AND
SUBSTITUTE IN LIEu THEREOF, SENATE AMENDMENT 1174

Chicago Fire Fighters Union, Local No. 2, International Association of Fire
Fighters, wishes to record, by this statement, its vigorous and unalterable
opposition to the provisions of section 11 of H.R. 11865 (Social Security Amendments of 1964).
In speaking for more than 95 percent of Chicago firemen, we are thus reaffirming the position consistently held by our organization since 1935 when
social security came into being. At that time, Chicago firemen were opposed
to Inclusion under the Social Security Act and the wisdom of that position is
eminently clear today.
The removal of the exclusion of firefighters from social security, as provided
In section 11 must, inevitably, signal the beginning of the end of our local
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retirement systems provided by State law. We realize that this is a strong
statement and wish to assure the members of the Senate Finance Committee
that we offer opposition to section 11 only after sober study vnd careful
analysis of the effects of social security on our firefighters.
We wish to point out to the Senators that our Chicago firemen have labored
for more than 50 years in developing a pension and retirement system which has
been tailored to our needs, our ability to pay for it and also commensurate with
the means of our community. The fact that we are engaged in a profession that
!s hazardous has long been recognized and many special provisions have been
developed in our system as a direct result of that recognition. For example, a
Chicago firefighter who has 23 years of service can retire at an averaged half.
pay pension (5 highest years of salary of last 10 years of service). If he continues working to age 63 (compulsory retirement), his pension increases 2 percent per year or 70 percent of salary at age 03. In addition, after retirement, an
escalator clause increases his pension by one-half percent per year beginning at
age 04 to cover cost-of-living increases. Unfortunately, Congress is in no position to guarantee continuation of such provisions once social security takes over.
Certainly, it is unrealistic to expect that the Social Security Act, which has been
designed to cover many millions of persons, can concern itself with our particular and unusual area of need.
It is also a fact that the basic concept of our retirement system is totally
different from the purpose of the Social Security AcL Each member of our
system pays into an Individual account of his own to which the city adds its
contributions. In contrast, the contributor under social security has no
individual equity, no individual account, but is rather engaged in buying a kind
of insurance designed to secure him against basic minimal needs.
What we stated up to this point does not yet answer the question most often
asked of us: Why are you so concerned with a provision which only makes
social security available to you, but in no way requires you to accept it?
Our answer can be stated as follows:
1. When we are required to make ourselves available for coverage under the
provisions of the act against our own better judgment, we must assume that this
is the first step toward compulsory inclusion. If it were not, then section 11
has no meaning.
2. Once the exclusion feature is removed, we become subject to having our
State Included under the so-called further division provisions of section 218
(d) (6) (c) of the Social Security Act. This provision divides members of a
retirement system into two groups: Those who desire coverage under the act
and those who do not, but also adds that all employees entering service after
the division takes place have no choice but tnust be covered by social security.
When this occurs, no new members enter the retirement system and It must
eventually die.
3. That the removal of the exclusion is the first step toward inclusion seems
to be supported by such language in the report oi the House Committee on Ways
and Means, page 13, paragraph (b) : "Under a provision of the Social Security
Act which, is designed to facilitate the extension of social security coverage
to members of State and loqal government retirement systems * * *"1; and again
on page 10, section H, 1. referring to doctors: "Your committee knows of no
valid reason why this single professional group should continue to be excluded.
It runs counter to the gcneral view thdt coverage should be as universal as
, Ipossible." [Emphasis supplied.]
In considering what would happen if Chicago firemen become subject to the
Social Security Act, several facts are clear. First, the Illinois Ptiblic Employees
Pension Laws Commission, a permanent commission created by the General
Assembly of Illinois has taken the position that when- the Social Security Act
becomes operative as to a group of public employees, it will be coordinated or
combined with the retirement system.: This means, with relation, to Chicago
firemen, that In arriving at the, pension to be paid out, part of it will be paid
from social security and the other part from retirement system funds.' Experience in other jurisdictions has shown that the contributions of the employer
municipality to social security. climb steadily with a matching decrease iits
contributions to the retirement system. The result is a constant weakening of
the retirement system which eventually leads to its complete disappearance.
Second, If a municipality is confronted with'financlal problems and canitmcet
all of its commitments, it is clear that social security payments mthst be' met,
even'at the expense of the retirement' system; This I§ completely undesirable
becaUse it is the retirement systeni wvhieh has been carefully constructed solely
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for the use and benefit of our Chicago firemen. Third, it is a fact that the cost
of social security to the employers and employees has risen sharply during the
past 10 years and will continue to increase. Should we be subject to the law,
we will no longer be permitted to Increase our payments in the areas we believe
are important and will have no control whatsoever as to the application of increased contributions to a particular, needed benefit. This we can do, presently,
and we wish to retain this privilege.
In conclusion, we would ask the committee to note that each Congress which
has considered this problem since the act became effective, has found sufficient
reason In our arguments to retain the exclusion feature. There is not, in our
opinion, any new or added factor which would justify removal of the exclusion
at this time. We request, therefore, that section 11 of H.R. 11865 be stricken
in its entirety. In making our statement, we adopt, In its entirety, the presentation made by the International Association of Fire Fighters.

PHILADELPIiA, PA., August 7, 19611.
Senator HARRY BYRD,
Chairman,Committee on Finance,
Senate Office Building,
Washington, D.C.
The firefighters of Philadelphia Local 22 IAFF AFL-CIO seek your support in
Senator Ribieoff's amendment to bill S. 1:174 which is the firefighters position on
the Social Security legislation which is now pending before this session of the
Senate. Our membership solicits your support and the committee's on this
matter.
RAYMOND M. HEMMER,
President,Local 22 City Firefighterms JAFF AFL-CIO.
INTERNATIONAL ASSOCIATION OF FirE FfGinTEns, LOCAL 91
Parkersburg, IV. Va., August 3, 1964.
Senator HARRY BYRD,
Senate Office Building,
Washington, D.C.
Sin: I have been informed that the Senate Finance Committee Is now considered bill H.R. 11865. We are most concerned about a provision of that bill
which will remove the blanket exclusion of firefighters from the Social Security
Act.
The Firefighters Local No. 91 have voted unanimously to let you know that
we do not feel our best interests are being served by being included in this or
any other attempt to extend us coverage under social security.
Firemen certainly do not object to higher benefits for any worker covered by
social security, we merely wish to point out that firefighters do not wish to be
covered. The only fault we find with 1H.R. 11865 is the section which seeks to
remove the exclusion of firefighters from social security.
The firefighters exclusion clause has been part of section 218 of the Social
Security Act since It was enacted. We feel this is more beneficial to us as a
group for two main reasons.
(1) The great majority of the existing pension laws and plans for flreflghters,
because of the hazardous nature of their duties, allows retirement at an earlier
age and with more adequate pension than is obtainable under social security.
(2) The average firefighters retirement system provides a disability pension
for a firefighter at any age if he is disabled in the line of duty to such a degree
that he can no longer perform his duties in the department. This is not so under
social security. In order to be eligible for disability benefits under social security
a worker must (a) have earned the required number of quarters, and (b) it must
be "determined medically that is is so disabled lie cannot perform any type of
gainful employment an( there is little hope of recovery from the disability,"
In the words of a spokesman for the Social Security Administration In
Washington.
State and local authorities have long recognized the need for a separate
retirement plan for firefighters because of the hazardous nature of their work.
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After weighing all the fticts, we cannot help but feel that you will find our
position well founded and that we can rely on you to do all in your power to
have that portion of bill H.R. 11865, which deals with the blanket removal
of firefighters from the Social Security Act, either excluded or amended before
this bill is made law.
Very truly yours,
A. T. SMITH,
President,Local No. 91.
STATEMENT OF THOMAS L. DALE, JR., EXECUTIVE SECRIIETARY-TREASURER,
CIATED PROFESSIONAL F'IRE FIGHTERS OF KENTUCKY, IN BEHALF OF H.R.

Asso-

1165

The Associated Proftssional Fire Fighters of Kentucky desires to use this
means to speak for the adoption of S. 1174; i.e., H.R. 11865.
Speaking for the members of 10 city fire departments, consisting of over
1,200 members-Ashlard, Bowling Green, Covington, Henderson, Llopkinsville,
Lexington, Iouisville, Newport, Ownsboro, and Paducah, not to discount our
members' families in die other city fire departments of Kentucky, who have
no spokesman.
We ask that S. 1174 be adopted which would prohibit the damage and uncorrectible injury to the pension system; i.e., Kentucky firefighters.
We find nothing in section 11, H.I. 11865 which would benefit the firefighters
now or in the future.
We feel the language, i.e., House Ways and Means Committee report H.R.
11865 to facilitate the extension of social security coverage to State and local
government retirement system will not help the firefighter but will only tend
to weaken and in the end destroy present pension systems.
You will find no group or groups of firefighters which would avail themselves
should section 11 pasj and should the Kentucky State Legislature, by statute,
allow referendum by groups to purchase Federal social security, realizing of
course, that the Kentucky State Legislature could take an affirmative action,
whereas group or groups of firefighters would not have the right to referendum.
The Kentucky firefighter, depending on his area or locale, have in operation
pension systems far ,uperior to that of anything the Federal social security
can offer. We are sure you will agree that Congress cannot guarantee that
pension systems on a State or local level cannot and will not be abandoned.
There may be a time when social security will be a national thing, i.e., a
method whereas all workers can retire upon reaching a fixed age after meeting
requirements of said ;ystem, but it is our judgment this is many years in the
future.
In the areas where firefighters have no retirement plans, these States and
communities have the right to include their fire department personnel under
social security now as it is written. We are sure you will agree section 11,
H.R. 11865 will not help these groups now or in the future.
'Ji'h very nature of the firefighting profession is recognized as hazardous, with
many being injured in the line of duty and are forced to retire while others pay
the supreme price by losing their lives. The local government recognizes this and
provides retirement at the early age of 51 and 20 years' service, both being equal,
upon request by said firefighter, with a retirement of 50 percent of base pay,
with the widow receiving the same amount. Coverage from the date of employment for on-duty injuries and full 24-hour coverage when the member reaches
5 to 10 years' service, depending upon his own individual system, with the firefighter paying from 4 to 6 percent with mandatory retirement 55 to 62 years of
age, and again depending upon his own system.
Recognizing that the Federal social security system is designed to cover the Nation as a whole as a survivorship insurance plan and not to be misconstrued as a
retirement system but must be Supplemented by other income upon retirement,
while our pension systems are designed for the full retirement of our members
upon the attainment of a fixed age, plus protection for said firefighters' families.
. Coverage of employees of State and local governments is by means of a voluntary agreement entered into by a State with the Secretary of Health, Education,
and Welfare. The State has the responsibility for initiating such an agreement
and for determining within the framework of Federal and State law what groups
of employees will be brought under the agreement and when such coverage shall
be effective.
The 1954 amendments to the Social Security Act provided the basis for covering
under such an agreement employees who are in positions under a retirement
system providing a majority of the eligible members of the system vote in favor
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of coverage. However, such coverage was qualified by section 218(d) (5) (A)
of the Social Security Act, which specifically prevents the extension of coverage
of policemen and firemen in positions covered by a retirement system.
This exclusion of policemen and firemen in positions under a retirement system
from coverage under the old age survivors' and disability insurance program was
as a result of requests made by our international organization along with members of the police departments. The history of our opposition as recorded in the
various congressional sessions indicates that, because of the hazardous nature
of our work, firefighters as well as policemen usually have special provisions in
their retirement systems which provide for retirement after 20 years of service
or retirement at the age 50 or 55. Because of these factors our organization
felt it wou!d be unwise to coordinate the retirement systems of the firefighters
with the old-age survivors' and disability insurance program.
As the result of the 1956, 1957, and 1959 amendments to the Social Security
Act (u.der the guise of senatorial courtesy), the prohibition in the Federal
law with respect to the firefighters and policemen in positions under a retirement sy,'tem was lifted with respect to the States of Alabama, California, Florida,
Georgia, Hawaii, Kansas, Maryland, New York, North Carolina, North Dakota,
Oregon, South Carolina, South Dakota, Tennessee, Virginia, Vermont, Maine,
and Wa,.hington. Under section 218(p) of the Social Security Act, these States
may, if they wish, extend coverage to their firefighters and police who are in
positions under a retirement system, providing the referendum requirements of
the Social Security Act section 218(d) (3), where applicable, section 218(d) (7) are
complied with.
The Federal law section 218(d) (6) gives tle:'e States in certain cases the option of dividing a single retirement system into smaller units. Each unit is
deemed to be a retirement system. A separate referendum is held with respect
to each unit or each "deemed retirement system."
If a retirement system covers employees of the State and employees of one or
more political subdivisions of the State. the State is given the following choice
(subject, of course, to the limitation of State law) with respect to what shall
be "deemed retirement system" for the purpose of a referendum.
(1) It may hold a referendum for the entire system.
(2) It may hold a referendum for State employees and separate referenda
for each political subdivision.
(3) It may hol one referendum for State employees and employees of any
one or more political subdivisions.
(4) It may hold a referendum for any single political subdivision or
combination of political subdivisions.
If a retirement system covers flreflghter positions only or policemen's positions only, the above represents the only options available to the States as to
what shall constitute a retirement system for referendum purposes. However,
If a retirement system covers firemen's positions and policemen's positions or
firemen's positions, policemen's positions and other positions, the State, after it
has exercised one of the four options noted above, has the additional option of
holding a referendum for only those employees under the "deemed retirement
system" who are in firemen's positions, or holding a referendum for only those
employees under the "deemed retirement system" who are in policemen's positions, or of holding a referendum for employees under the "deemed retirement
system" who are in firemen's and policemen's positions.
* * * under Federal law further divide a "deemed retirement system" if they
wish on the basis of the desires of the members and included under the State
agreement only those members of the retirement system desiring old-age survivors and disability insurance coverage. It should be noted, however, that the
division and subsequent coverage of members of a retirement system in this
manner shall result in the compulsory coverage of all new members of the system.
The above represents what the Federal law provides with respect to the coverage of firefighters and/or policemen who are in positions under a retirement
system. However, such coverage is also subject to State law and the provisions of
the State's old-age survivor's and disability insurance coverage agreement. While
State law may not, of course, be broader than the Federal law with respect to the
coverage of employees of State and local government under the old-age survivor's
and disability insurance program, it may be more restrictive. For example, the
laws of some States do not permit a retirement system to be divided for referendum and coverage purposes on the same basis and to the same extent as the
Federal law does. While the Federal law states certain requirement with respect
to a referendum, such matters as what form the ballot shall take, the length of
voting periods, or where the balloting should take place; vote by mail, proxies,
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etc., are matters left to the discretion of the State. The State also has the responsibility for determining what constitutes a firefighter position.
The extension of social security Is thus dependent upon action both by the U.S.
Congress and by the respective State legislators.
SOCIAL SECURITY
History
In 1950 social security was extended to public employees not covered by a State
or local retirement system. A number of States dissolved existing local r%tirement plans.
In 1954 those cities and States under local retirement system could come into
social security provided:
1. State enact enabling legislation.
2. Conduction of a referenda to determine desire of those in retirement
system.
But there was exclusion of police and firemen In Section 218, d-5 because Social
Security was not suited to the special nature of their occupation.
Basic questions to be asked about Social Security coverage are:
1. Initiation of referendums.
2. Options available for conduction referendums.
R. Group included in referendums.
4. Effective data of coverage.
5. Combination of social security with existing retirement system.
(a) Integration
(b) Supplementation
(c) Offset
6. Safeguards of own pension system.
Since 1954 the exclusion of police and firefighters has been removed in 16
States during the different years of legislative action. These states and years
are:
1956: Florida, North Carolina, Oregon, South Carolina, South Dakota.
1957: Alabama, Georgia, Maryland, New York, Tennessee, Hawaii.
1958: Washington.
1959: California, Kansas, North Dakota, Vermont.
1960: Virglria.
1962: Maine.
We ask that S. 1174 be adopted, whereas, leaving the firefighter the right to
provide for his own needs through his own efforts and his own local government.

STATEMENT OF THE FIREMEN'S ANNUITY

AND BENEFIT FUND OF CHICAGO

RELATING TO SECTION 11 OF H.R. 11865

The Firemen's Annuity and Benefit Fund of Chica ,o appreciates this opportunity to file its opposition to the proposed anendnient modifying section 11,
so as to permit the inclusion of firemen within the coverage of social security.
Since the first presentation of the Wagner bill In the Congress of the United
States, this organization has been opposed to the inclusion, within the coverage
of social security, of firemen. Various amendments that have been made In
the system, and the various Improvements made in the program, have never
changed the feeling of this organization that the best interests of firemen would
be served by their exclusion from coverage of social security. Irreparable damage would be done, not only to the retirement system of which firemen presently
are members, but to the firemen themselves, by reason of the changes which
wouhl be required to be made in the system in the event social security coverage
was extended to firemen. For these reasons we respectfully urge that section
11 of II.R. 11865 be removed and nullified, in order that the aforementioned
damage will not be done to members of our organization. Removal of the
exemption of firemen from coverage by social security would be the first step
in doing away with the retirement system of these employees.
The annuity and benefit fund is a creation of the Legislature of the State of
Illinois and has for its purpose taking care of aged and disabled firemen, their
widows, and children. The retirement benefits have been built up, through the
years, by members of the retirement system, and not only provide for a mere
subsistence, but permit their beneficiaries to live in a respectable fashion.
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While it is apparent from the records of the committee that they believe that
there are sufficient safeguards at the State level to protect any firemen who
does not wish to participate In social security, in the State of Illinois such
safeguards do not exist, per se, even though at the present time the social
security enabling legislation which has been adopted by the State of Illinois
requires a vote of two-thirds of a retirement system for its members to be ineluded under social security. It still means that If the full one-third membership
were opposed to social security, they would be forced to participate by reason
of the wishes of the other two-thirds. This enabling act now in existence in
the State of Illinois could be modified at any session of the legislature to require
a bare majority, or to set up a divisional method, which then would require all
new nienibers coming into the fire department to be covered by social security
without giving them a choice in the matter. The great danger existing in the
removing of the exemption of possible coverage of social security to firemen is
the cost that would be involved, which would be required to be borne by the
employer, who actually is the taxpayer. The employer, at the present time,
contributes to the support of the retirement system for the benefit of Its employees. If the employer were called upon to make additional contributions
by reason of coverage for these employees by the Social Security Act, it would
not be long before the employer would find it necessary to reduce his contribution to the retirement system, and thus the benefits that have been built up over
the course of years by the firemen of the city of Chicago would be dangerously
reduced.
The occupation of firemen is an extremely hazardous one; they are exposed to
all hinds of inclement weather, heat, cold, noxious fumes, danger of falling
walls, and collapsing buildings. Because of the very nature of their occupation,
firemen are not able to stay on the jol) and perform these hazardous services,
until they rea(h the age which would be required by social security to secure
benefits. Because of the strenuous nature of their duties, and the wear and
tear upon their physical conditions, the retirement system which the firemen
themselves have helped to create and build up through means of their own contributions, has provide(] for earlier retirement, by a number of years, than that
age wA-hich is provided for retirement under the Social Security Act. This retirement system is tailored to meet the needs and requirements of firemen and the
duties which they perform. It is not a blanket coverage for all municipal employees, regardless of the Job, or nature of the work they do. The Federal
social security system has as its basis the basic needs of the working population,
generally, of the United States. Originally the contributions were small, but
over the years it has begun to approach the rate of contribution made by members
of retirement systems. Benefits, however, are merely based for a subsistence
level for those wvho participate in it. Benefits are not specifically designed to
meet the needs of employees in hazardous occupations.
What woul disable a fireman from performance of duty in tile fire department
need not necessarily qualify him for disability payments under the Social Security Act. A plan which Is designed to meet the needs of the fireman, based
on his salary and his years of service is an arrangement between the employer
and the employee. In -'ocial security there exists no Individual equity as far as
the employee is concerned. Contributions are not earmarked to provide protection for a specific employee or his widow, as is done in this retirement system.
It must le remembered that a nmnicipality, or the State in which the municipality
is located, has the right to terminate this retirement system at any tile, and if
an additional burden, taxwise, were to be placed on tile municipality by reason
of the inclusion of firenlen within the coverage of social security, the temptation
1
to change or terminate the retirement system would be greatly Increased.
We realize that a great many people feel that there is no real danger to the
retirement systems which now exist by removing this exemption, because of socalled safeguards which have been set up by the States. The safeguards existing
in the State's social security enabling act may be changed at any time by the
legislature, and what actually appears to be a safeguard may be only a paper
wall.
The declaration contained in the existing law, that it is the policy of Congress
that the protection afforded members of tile State or local government retirement
systems should not be impaired by the result of the extension of social security
coverage to members of the retirement system, are fine-soumcding words and an
excellent thought, but doesn't necessarily have any effect upon the members of
the legislature who would control future coverage of social security on the firemen In the event the exemption were removed.
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We respectfully request that section 11 of H.R. 11865 which would remove the
exemption from inclusion in social security of firemen and policemen which Is
now provided In section 218(d), be canceled and nullified.
Respectfully submitted.
NICHOLAS

ZELESKO,

Secretary.
PETER F. CITERA,

President.

Senator HARTX. Carl C. Bare, National Fraternal Order of Police.
STATEMENT OF CARL C. BARE, LEGISLATIVE CHAIRMAN OF THE
NATIONAL FRATERNAL ORDER OF POLICE
Mr. BARE. Mr. Chairman and members of the committee, I am
deputy inspector of police in Cleveland, Ohio, and legislative chairman for the National Fraternal Order of Police, an organization representing policemen from departments of all sizes over the entire
United States.
I speak also for over 2 million other public employees who are members of the National Conference on Public Employee Retirement Systems. A large proportion of the conference membership is composed
of police an& fire groups. The conference reaffirmed its opposition to
the general inclusion of policemen and firemen under social security
at its last annual meeting, on March 15, 1964.
The work of both firemen and policemen is hazardous. Mr.
Kabachus has spoken eloquently on behalf of the firefighters, and we
concur with his statements as they apply to policemen.
A policeman's job is to protect society and society's property; to
apprehend those who would harm society or injure its property. To
do this job well under present-day conditions, policemen must bo
pisically alert. Policing is a young man's occupation. A police
administrator would not send a 60-year-old man to grapple with a
young hoodlum. If he did, the taxpayers would raise a loud cry of
inefficiency.
So, what happens when a policeman reaches an age when he can no
longer do effective police work? A few are given desk jobs; but, there
aro not enough desk jobs to take care of all. We must be able to
retire these men shortly after they reach age 50 in order to maintain
the efficiency of our departments.
During their working careers policemen contribute to their retirement systems and the public pays its share of the cost of pensioning
older policemen because the taxpayers feel it is less expensive to support an adequate retirement system than to support a decrepit police
force.
We feel very sincerely that if policemen were covered by social
security the inducement to remain on the until they qualify for benefits would be great. The earliest they could retire would be 62 and
then at reduced benefits. This is not for the general welfare.
Furthermore, we feel certain that the taxpayers cannot afford to
support both a retirement system which meets the needs of the police
department and social security coverage. Hence, if policemen were
covered by social security many municipalities would alter the retirement benefits.
One of the biggest difficulties of police departments today is the
recruitment of qualified men at the salaries the municipalities can
afford to pay. An important inducement is a sound retirement pro-
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gram. If there is danger of this program being weakened this attraction will be lost and consequently the difficulty of recruiting satisfactory personnel will be greatly increased.
What would be the result at time of retirement if the police retirement benefit is reduced to accommodate social security coverage? A
policeman would retire in his 50's, receivinga lesser retirement benefit
than le can now look forward to, and when he reaches age 62 or 65, his
social security benefit would be reduced because his average monthly
wage would include maybe as much as 10 years of noncoverage after
retirement. He would'be compelled to seek other employment and
there are few other types of work for which policemen are qualified.
We object particularly to the application of the divisional procedure
for coverage of policemen. Especially in small communities where
the police force is not large, pressure brought on one or two men might
influence them to vote for coverage and all newly employed policemen
are then automatically covered.
We have suggested legislation to correct this deficiency in this particular section but we are not pushing for action on it here.
When social security coverage was first made available to public
employees in 1950, those who were members of a State or local retirement system were excluded. When the 1954 amendments permitted
coverage of members of State and local retirement systenis after a
referendum, policemen were excluded from those provisions.
There-after, in certain States it was felt that social security coverage
could be used to the advantage of policemen and special 'legislation
was enacted permitting their inclusion in named States where it was
requested. This ha worked satisfactorily.
In most States it is still felt that social security coverage would
not be beneficial to policemen and, in general, policemen remain excluded. We believe this exclusion should be retained.
Even though elimination of the exclusion would provide under
the referendum provisions an opportunity for the policemen to vote. for
o' against coverage, local pressures could be applied inducing them
to vote for what their better judgment deems unwise.
I call your attention to the riots in New York City, Jersey City,
Rochester, St. Augustine, and other cities. This is no time to create a
feeling of insecurity among police and if section 11 of H.R. 11865 is
retained, such insecirity will be created.
With us today is Richard Lis, the national trustee from Illinois,
and Joseph LeFevaur, president of the Chicago Lodge. The Fraternal
Order of Police have asked me to especially call your attention to the
unrest in Chicago and other police departments in Illinois as the result of passage of this section.
This also applies to many other police representatives who are present, in the room.
Thirteen of the 17 members of this committee represent States
where policemen are presently excluded. These policemen do not desire coverage. We strongly urge each of these 13 Senators to support the position of the policemen in his own State.
We also earnestly request that the committee members where police
may be covered recognize that their own policemen would not be
affected by retention of the exclusion and that the entire committee
support amendment No. 1174, by Senator Ribicoff, which would delete
section 11 of H.R. 11865.
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Thank you, gentlemen.
Senator TARTKE. Thank you. I am advised that the chairman ha.
received a number of statements from police organizations and unions
also. These statements will be placed in the record following the testimony of the next witness who represents the National Conference
of Police Associations.
Senator HAITR. Senator Williams?
Senator WILLIAMS. No questions. Senator -IARTKE. Senator Bennett?
Senator BF.NNET. No questions.
Senator -IARTKE. Thank you, sir, I appreciate your testimony.
(At the request of the chairman, the following telegram of Ion.
J. D. McCarty, Speaker of the House of Representatives of the State
of Oklahoma, is niade a pait of the record:)
OKLAHOMA CITY, ORLA., August 10, 1961.

Senator HARnY BYRD,
Chairman, Senate Finance Committee, Senate Offiee Building, Washington, D.C.:
Vital to exclude Oklahoma from I1.R. 11865, an amendment to Social Security
Act of 1964. Police officers have unanimously voted to request Oklahoma be
excluded from said resolution. As member of House of Representatives I have
authored practically every police pension bill for 24 years. We have a fine system and will continue to strengthen it. Our State statutes allow policemen to
retire after 20 years. The proposed legislation would definitely impair the recruitment program for young officers entering police profession. Better working
conditions to attract the highest caliber of men, plus a good pension plan is
essential. Don't let Oklahoma down. At least amend bill giving those cities
and towns an option. Respectfully requested.
J. D. MCCARTY,

Speaker, House of Representatives,State of Oklahoma.

Senator HARTKE. The next witness will be Mr. John Cassese, National Conference of Police Associations who is accompanied by Mr.
Royce Givens.
STATEMENT OF JOHN J. CASSESE, PRESIDENT, NATIONAL CONFERENCE OF POLICE ASSOCIATIONS, ACCOMPANIED BY ROYCE
GIVENS, EXECUTIVE SECRETARY
Mr. CAssESE. My name is John J. Cassese. I am president of the
National Conference of Police Associations, and with me is Mr. Royce
Givens, executive secretary of the National Conference of Police
Associations.
In the room are many police representatives of many States.
Senator HAIITKE. We will be glad to recognize them and we are
delighted that they are here.
Mr. CAssEsE. Thank you.
My presentation is brief, concise and to the point, and because of
that, I think if you have any questions that you would like to ask
letter, I will be glad to answer them as best I can.
My name is John J. Cassese; I am president of the National Conference of Police Associations, which represents about 250,000 police
officers throughout the United States and Canada.
The National Conference of Police Associations wholeheartedly
endorses the amendment to H.R. 11865 introduced by Senator Ribicoff; this amendment would allow police officers and firemen, covered
by State and local retirement systems, to continue their total exclusion
from social security coverage.
Our members face unusual hazards in performance of their duties
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because of the nature of their employment, and are forced in many
cases to retire at an earlier age than other local, State, and Federal
Government employees. Therefore, our retirement systems, which
have been developed for over the past hundred years, have been with
regard to our special needs, particularly, the likelihood of early retirement.
Mr. Chairman and members of your committee, at our 12th annual
conference in Los Angeles, Calif., during the month of July of this
year, we sent a telegram to this committee opposing section 11 of H.R.
11865 which I would at this time like to read into the record of this
hearing.
The National Conference of Police Associations, representing 250.000 policemen, is strongly opposed to that section of the proposed Social Security Amendments of 1964 which would remove the general exclusion of police officers from
social security coverage. Police representatives from throughout the United
States now assembled in Los Angeles are unanimous in their opinion that the
contemplated amendment poses a serious threat to existing retirement systems
by opening the door to local legislation that could impair hard-won retirement
benefits.
Accordingly, we respectfully ask that you exert every effort to retain section 218D of the current law and delete those portions of the new bill designed
to liberalize police participation under the Social Security Act, but which would,
In fact, be contrary to the best interests of all law enforcement officers.

Mr. Chairman and members of this committee, we of the National
Conference of Police Associations greatly appreciate the time afforded
us and the courtesy extended by this committee in permitting us to
voice our views and
sir.feelings in connection with section 11 of H.R.
11865. Thank you,
Senator HA rKE. Senator Bennett?
Senator BENNETr. No questions.
Senator I-AIlTKE. Senator Williams?
Senator WILLIA-S. No questions.

Mr. CASSEsE. Thank you.
(The following statements received from police organizations and
unions were inserted in the record by order of the chairman.)
STATEMENT

OF

SGT. ALBERT A.

ORGANIZATIONS OF CHICAGO, IN

APA, REPRESENTINO TnIE COMnINED POLICE
OPPOSITION TO SECTION 11 OF 1I.R. 11865 A N)

SUBcoMMiTrrEE IN LIFE Thi EREOF, SENATE AMENDMENT 1174
The combined Chicago police organizations, representing patrolnen, sergeants,
lieutenants, ano captains in the Chicago Police I)epartment, desire to place on
record their strong, unequivocal opposition to the provisions of section 11 of
H.R. 11865 (Social Security Amendments of 1064).
This provision of section 11. if enacted, opens the door to inclusion of
police under the provisions of social security, and such action will, inevitably,
set the machinery in motion to end our local retirement system, as we know it.
The men of the Chicago Police I)epartment have been covered by their own
local retirement system under State law since the turn of the century. They
have worked long and hard to develop a sound, responsil)le fund based on
payments which the police officer could afford and which would be within the
financial means of the community he serves. The comlprehlensive system of
benefits which has evolved over niany years is designed solely and exclusively
for men who belong to a semiilitary organization; who are subject to severe
physical demands; and who pursue a dangerous occupation. Certainly, it will
be many years in the future, if ever, before social security can offer benefits
comparable to those we already have.
We wish to emphasize that we are not opposed to change or progress and
that our opposition to section 11 was crystallized only after careful consideration of Its possible effects and consultation with police officers from other States
and municipalities. It seems clear that once the exclusion provision has been
relnove(l, the next logical step will be to have movement initiated to begin
social security coverage. If that were not true, there would be no real reason
for removing the exclusion section, as any State which so desired could request
removal of the exclusion on an individual basis. When the nrotnoeion w na-
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enjoy has been taken away, the participants in the fund may find themselves
subject to the "further division" provisions of the Social Security Act. At
this point, it is, of course, true that those who wish can reject social security.
But it is also true that from that time forward, each person joining the Chicago
Police Department will have no choice and must become a part of the social
security system and will have no oppo-tunity to participate in the retirement
system. This will result in a (losed or static fund, which will eventually require
large sums of money from the municipality in order to pay out, in full, the
benefits granted to the participants who have elected to remain under the
retirement system.
It is important, we think, to point out that Illinois, speaking through the
Illinois Public Employees Pension Laws Commission, a commission established
by the general assembly, has taken the position that when the Social Security
Act becomes applicable to any group of public employees, it will be on a coinbined or cooperative basis. Thus, with regard to Chicago police officers, in
arriving at a total pension to be paid, one portion would be paid from the
retirement system and another portion would be paid from social security funds.
It is a fact that in recent years the employer and employee contributions to
social security have been rising rapidly. With constantly mounting taxes in this
area, there is no question in our minds that there will be less money available
for our own pension fund and again, the inevitable conclusion, that it finally
dies out completely or becomes Insolvent.
Lest it be thought that our fears are not grounded in reality, we refer the attention of the members of the Finance Committee to the report of the House Committee on Ways and Means on H.R. 11865 to statements such as: "Your Committee knows of no valid reason why this single professional group should continue to be excluded. It runs counter to the general view that coverage should
be as universal as possible," (referring to doctors, on p. 10, see. E. 1.) ; and
"Under a provision of the Social Security Act which is designed to facilitate the
extension of social security coverage to members of State and local government
retirement systems * * *."
We submit to the committee that it has never been the intention of Congress to
impose social security provisions on those persons who were already adequately
provided for with regard to retirement, disability, or widow's or children's support. We believe that it was rather the intention to provide basic minimal benefits for persons who might not otherwise acquire them. With this Idea we have
no quarrel. We believe our reasoning is supported by the fact that from the inception of the act, each Congress has seen fit to authorize our exclusion. This
action was wisely taken and we know of no reason why it should not be
continued.
In conclusion, we request that section 11 of H.R. 11865 be stricken and we
adopt, in its entirety, the statement made to the committee by the national representative speaking for police officers throughout the country.
HOUSTON POLICE OFFICERS ASSOCIATION,

fHouson Te-c., August 1, 1964.
Hon. HARRY 13.BYRD,
U.S. Senate,
Washington, D.C.
DEAR Sin: We have Just learned that the Congress Is presently contemplating
amendments to the Social Security Act which would include all policemen and
firemen. The House of Representatives has already passed H.R. 11865 In this
respect. We have also learned that this billhas now been referred to the Coinmittee of Finance in the Senate, of which committee you are the chairman.
Speaking for the police officers in the largest city in the State of Texas we
urge that the Social Security Act remain as it presently exists. Presently police
and firemen are allowed exclusion upon making a request to the Congress and
their respective State legislatures. This has proven to be very satisfactory in
the past and certainly should not cause any difficulty in the future.
We must say that we are certainly opposed to section 11 on page 38 of H.R.
11865 that repeals the total exclusion of police and firemen from the Social Security Act. We are certainly of the opinion that such action on the part of Congress would certainly be detrimental to police and firemen whose retirement programs are presently in existence.
Therefore, we strongly urge that the U.S. Senate delete from the bill the repeal of total exclusion of police and firemen from the Social Security Act.
Respectfully,
3. A. KNIGGE, Secretary-Treasurer.
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HAAS MintEMORIAL LODGE No. 7,
FRATERNAL ORDER OF POLICE,

Erie, Pa., August 6,1964.
Senator HARRY F.

BYRD,

Chairman,Senate Finance Committee,
Senate Offce Building,
Washington, D.C.
DEAIR SENATOR: The 2.50 members of Haas Memorial Lodge are vitally concerned about II.R. 11865, specifically section 11. We strongly urge you and ask
your support to amend this act and leave the exclusion provision In the social
security law as it now stands.
We stand to gain nothing from section 11 of H.R. 11865. We have had a
retirement system In effect in the city of Erie, Pa., for police officers since 1915.
Frankly, Senator, with the rate of pay given to policeman, along with their
present deductions; pension, insurance, hospitalization, etc., we Just cannot
afford social security.
Our retirement program calls for protection to the member and his widow and
children. Social security will do nothing for our members except give them
less take-home pay.
Police work Is a young man's work. The possibilities of section 11 of H.R.
11865, would give all the police departments in the State of Penmsylvania, a
majority of "old" men to combat the crime of the young. In these trying days
for policemen, when force has to be met with force, a 50- or 60-year-old policeman Is not match for a 20-year-old punk.
Most of the retirement systems in our State call for 50 or 55 as the retirement
age, this proposed section 11 of H.R. 11865 would only extend this age 7 to 12
years at the minimum. Most of our meager paychecks cannot stand an additional 3 -percent bite.
I strongly urge you to amend H.R. 11865 by deleting section 11.
Thank you for your consideration in this vital matter.
Fraternally yours,
FRANOIS J. Pr .Ewsnr, Secretary.

ILLINOIS POLICE ASSOCIATION, INC.,

Hon. HARRY F. BYRD,

€

,Augut

5, 1964.

U.S. Senate,
Washington, D.C.
DEAR SENATOR BYRD: The Illinois Police Association, representing over 16,000
Illinois law-enforcement officers, is strongly opposed to section 11, page 38, of the
proposed social security laws of 1964, which repeals the total exclusion of police
officers and firemen from social security.
We believe that the proposed amendment is a serious threat to existing pension
systems in that it would encourage local legislation detrimental to hard-won
pension benefits.
You are respectfully urged to Insist upon the retention of section 218(b) of
the current law and delete any part of H.R. 11865 which would liberalize police
participation under the Social Security Act, contrary to the best interest of law
enforcement.
Most gratefully yours,
LAWRENCE B. HOFFMAN,
Seoretary-Treasurer.
PARKERSBURO, W. VA., August 3, 1964.
Senator HARRY F. BYRD,

Chairman,Finance Committee,
Senate Building, Washington,D.C.:
The police officers of the city of Parkersburg, W. Va., wish to seek your aid and
help in the Senate by asking that section 11, H.R. 11865 (social security) be
amended to exclude police officers of West Virginia from this act.
The police officers of West Virginia are fortunate to have a good retirement

law (retirement at age 50 with 20 years' service at 50 percent of salary) and we
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feel that the inclusion under social security would jeopardize our pension law
and in the future be detrimental in recruiting police officers.
Please give this matter your every consideration.
Lt. GAIL SMITI,
Secretary, ParkersburgPolicemen'8Pension and Relief Fund.

Hon. HARRY F. BYRD,

CHICAGO, ILL., August 5, 1964.

Senate Offiue Building,
Washington D.C.:
As representatives of the undersigned Chicago police associations we wish to
express to you our disapproval of section 11 in H.R. 11865 and solicit your support in opposing this section in Finance Committee hearing. We feel strongly
that the present exclusion of an Illinois policeman from social security coverage
should be retained.
Capt. Henry Ediger, Chicago Police Captains Association; Lt.
James A. O'Neil, Chicago Police Lieutenants Association; Sgt.
Richard Barrett, Chicago Police Sergeants Association; Joseph Le
Fevour, Fraternal Order of Police, Lodge 7; Maurice Higgins and
John Higgins, Trustees, Chicago Police Pension Fund; Ronahl
Sieczkowski, Polish American Police Association; Stanley Sarbanek, Police Benevolent Association; Walter Rubyor, Chicago
Policemen Annuity & Benefit Fund Protective Association.
DETROIT, Micii., August 1, 19641.
Senator HARRY BYRD,
Chairman, Senate Finance Committee,
Senate Building, Wash ington, D.C.:
The Michigan Conference of Police Associations, representing over 7,000 police
officers in the State of Michigan, request that II.R. 11865 not receive favorable
consideration in your committee.
The majority of police officers in the State of Michigan wish to remain on the
exclusion list of the social security act.

ROBERT SIIEEDY,

President,Michigan Conference of Police Associations.
LOUISVILLE,

KY., August 2, 1964.

Senator HARRY BYRD,

Chairman of Senate FinanceCommittee,
Senate Offlee Building, Washington, D.C.:
The 521 police officers of Louisville Lodge No. 6, Fraternal Order of
join with all lodges and the national lodge in bitter protest of II.R.
Especially are we opposed to that part giving authority to include
officers in the social security system. We most urgently ask you to do all
your power to exclude police officers from such harmful legislation.

Police,
118(65.
police
within

JAMES W. BIR,

President,Louisville Lodge No. 6, FraternalOrder of Police.

DETROIT POLICE LIEUTENANTS' & SERGEANTS' ASSOCIATION,

Aulgust 4t,1961..
F. BYRD,
Senator HARRY
Chairman of Senate Finance Committee,
U.S. Senate, Capitol Building, Wash ington, D.C.
DEAR SENATOR: On behalf of our Lieutenants' & Sergeants' Association, we
want to be put on record that we favor the continuation of police officers in the
State of Michigan be on the exclusion list for social security. (Bill 11.R. 11865,
sec. 11, p. 38.)
Our membership is requesting your support in this matter.
Sincerely,
FRANCIS MCGEE, President.

SOCIAL SECURITY; MEDICAL CARE FOR AGED

233

FRATERNAL ORDER OF POLICE,

WABASii LODOE 83,
Waba8h, Ind., AugUst 3,196/.
Senator HARRY F. BYRD,
Chairman, Senate FinanceCommittee,
Senate Ofice Building, Wa8hington, D.C.:
SENATOR BYRD: The members of the Wabash Lodge No. 83 of the Fraternal
Order of Police of Indiana hereby go on record as opposing H.R. 11865. We are
not opposed to social security for those police officers who are not presently
covered by some other system of retirement.
The members of this lodge will appreciate your consideration on this bill.
Sincerely yours,
B. R. HETTMANSPERGER, Secretary.
WEIRTON Lon

No. 84,

FRATERNAL ORDER OF POLICE,

Weirton, W. Va., August 4, 19611.

Hon. HARRY F. BYRD,

Chairman,Senate Finance Committee,
CapitolBuilding, Washington, D.C.
DEAR Sin: The members of the Weirton Lodge No. 84, Fraternal Order of
Police, strongly object to being placed under the provisions of the Federal Social
Security Act. The 1964 Amendments to the Social Security Act as contained
In II.R. 11865, as introduced on July 1, 1964, and passed by the House of Representatives on July 29, 1964, would be detrimental to the police departments
throughout the State of West Virginia, which are now under police pension
retirement plan.
Therefore, we urge you not to endorse H.R. 11865, amendments to the Social
Security Act, unless social security benefits would be In addition to the present
police pension retirement plan.
Respectf illy yours,
PAUL W. PAOUR, Secretary.
CAPITOL CITY LODGE No. 74,
FRATERNAL ORDER OF POLICE,

Charleston,W. Va., August 3, 1964.

Hon.

HARRY F. BYRD,
U.S. Senate,
Washington, D.C.
SI: H.R. 11865 was introduced on July 1, 1964, and passed by the U.S.
House of Representatives on July 29, 1964. Section 11 of that bill removes the
provisions which presently excluded from social security coverage those ,ollcemen who are members of a retirement system.
The policemen in West Virginia are covered by the policemen's pension or
relief fund, which Is set up and spelled out In an uncomplicated form in the
Code of the State of West Virginia. We have, for a great number of years,
worked diligently to preserve and better this law for the betterment of our
families. We have nothing to gain; but, to the contrary, a lot to lose if we
should be put under the coverage of social security.
We implore you to do everything within your power to kill this bill.
Very truly yours,
G. C. WISEMAN, Secretary.
FOREST ROSE LODGE NO. 50,
FRATERNAL ORDER OF POLICE,

Lancaster,Ohio, August 3, 1964j.
Senator HARRY F. BYRD,
Chairman, Senate t'inane Committee,
U.S. Senate, Washington, D.C.
DEAR SENATOR: The 1964 Amendments to tme Social Security Act, contained
In H.R. 11865, section 11, of this bill removes the provision which presently excludes from social security coverage those policemen who are members of a
retirement system.
36-453-14-----16
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The original position of the Fraternal Order of Police was that all policemen
under retirement system should be excluded from social security. That position
was provided for in the social security laws at the request of the Fraternal
Order of Police and it was carried out in this manner for a number of years.
The entire membership of this lodge is opposed to this bill, and to the social
security coverage of policemen.
Sincerely yours,
T. R. SIHAEFFER, Secretary.
POLICE

CONFERENCE OF NEw YORK,

INC.,

Albany, N.Y., August /,19641.
Senator HAIRY F. BYRD,

Chairman,Senate Finance Committee.
Senate Office Building, Washington, D.C.
DEAR SFNATOR BYRD: This letter is in opposition to section 11, page 38, of
H.R. 11865--the section that repeals the total exclusion clause of policemen and
firemen from social security.
For many years, policemen and firemen in various sections of the United States
have opposed inclusion in social security for fear it would affect their local
retirement benefits. Until such time as they have legal assurances from their
'local retirement system that social security would not diminish or impair their
present benefits, we feel they should continue to be excluded from social security.
For the aforementioned reason, the members of this association are urging
you and the members of the Senate Finance Committee to oppose the repeal of
.the total exclusion clause pertaining to policemen and firemen.
Yours truly,
Ar SGAOLIONE, President.

Senator ITARTE. The next and final witness we haNve thi; morning
is Mrs. Elizabeth Wickenden, National Social Welfare Assembly.
STATEMENT OF MRS. ELIZABETH WICKENDEN, TECHNICAL CONSULTANT TO THE NATIONAL SOCIAL WELFARE ASSEMBLY, INC.
Mrs. WICKENDEN. My name is Elizabeth Wickenden and I am here
as technical consultant to the National Social Welfare Assembly in this
field, but I am actually testifying for 17 national organizations in the
social welfare and religious field and my purpose here is to plead in
their behalf with this committee to add hospital-related health benefits
to the aged to the House-passed bill.
These organizations-I am going to read you the names in a moment-are very diverse in their character, and in their experience, and
their points of view, but this one aspect of the social security program is
f such compelling interest that this is the only proposal pending before
you or proposed for your consideration on which they have taken a
position and they have agreed on the need for hospital and other
related benefits Tor the aged as an imperative lack in the present
program.
I would like to read the names of the organizations and make comments as I go along.
The American Association of Homes for the Aging; I think their
interest is obvious.
The American Foundation for the Blind, the Community Council
of Greater New York, and I would like to ask that the record include
material prepared by the Community Council of New York, particularly their very interesting study of income and expenditures among
the older group in the city.
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Community Service Society of New, York, the Council of Jewish
Federations and Welfare Funds, that is the central body for all Jewish
welfare agencies.
The Family Service Association of America. That includes all
the voluntary family agencies throughout the country.
Laurin Hyde Associates, a management consultant firnm.
The National Conference of Catholic Charities, central body of all
the Catholic charities.
National Federation of Settlements and Neighborhood Centers and
I have a statement I would like to file for them.
Senator HARTKE. Without objection it will be included in the record.
Mrs. WICKENDEN. Those organizations, the National Jewish Wel-

fare Board, central body for the YM.IiA and community centers.
The National League for Nursing which is the central organization
for various purposes in the nursing field, but in this case particularly
those organizations that are giving home nursing that are in a desperate situation because they are being urged to expand their services
and then they find that these older people who desperately need home
nursing have no money with which to pay for it.
The National Urban League which is filing a statement with you
of its own, and has recently issued a study entitled "Double Jeoparly"
in which they show the peculiar needs of the aged Negro.
The Synagogue Council of America, the United Seamen's Service,
the
oomen's Division of the Board of Missions of the Methodist
Church, the Young Women's Christian Association, National Board,
and also one of our affiliates, the National Council of Churches of
Christ in America is filing its own statement because it is not empowered to sign joint statements.
I would like to point out that this group includes all the major
spokesmen of the three faiths as well as of the welfare field.
I am not going to read this statement because it will appear in the
record, the formal statement.
Senator HARTKE. The entire statement will appear in this record
at this time.
Mrs. WICKENDEN.

Yes.

But I would like to indicate the three general reasons that seem
to ine to dominate the thinking of all thesegroups in advocating this
type of benefit for the aged.
In the first place, I think that it is perfectly obvious to anyone who
works with people who come to welfare agencies and those who seek
out the advice of their church or religious body that there are large
numbers of aged persons who simply are not now receiving any health
care whatsoever or very inadequate health care.
I work with many of the groups of older people, and I think that
it is impossible to measure the degree of discouragement which is in
their hearts as a result of this long delay in any action on this com.
polling need.
In tHie second place, these organizations are all very strongly supportive of a very decent adequate public assistance, public welfare
program, which can underpin existing other provisions for the needy.
One of the great difficulties at the present time is that the KerrMills program, inadequate as it is, is already costing at present rates
a billion dollars a year, and this figure is mounting constantly.

236

SOCIAL SECURITY; MEDICAL CARE FOR AGED

As a result of this pressure on the States they are totally unable to
provide a decent cash level of benefits, so that you have at the present
time all average old age assistance payment of about $61, the average
payment for a needy ciild is under $30. It seems clear to me that you
can't expect people to lift themselves out of poverty-when the) can't
even feed their children on $30 a month.
Now, one way in which this, can be remedied or at least eased is to
take this enormous cost, this billion dollars a year cost, and, of which
a very substantial proportion is going now into hospital and nursing
home care and put that under the social insurance system exactly as
we have done with other types of need in the past.
The third point that I would like to make because I think it comes
home so clearly to the religious organizations and those concerned with
the family, is the tremendous family tension that is caused by the
necessity for people in their middle years, Mr. Cruikshank already
referred to this, being torn between their obligation to their parents
and their other obligations.
The dilemma we have both in this family relationship and in the
medical assistance for the aged is that the better job a family does the
more conscientious it is, the more generous a State is in trying to meet
these needs outside the social insurance system the more impossible it
becomes for them beca use they are trying to do what cannot be done
under these provisions.
I would say finally, that one thing that strikes me constantly, and I
have been coming both to this committee and the Ways and Means
Committee for many years, is the disposition to look upon these as
alternative methods.
We do not by providing under social insurance that a person receive
an entitlement as a matter of right, we have not destroyed the insurance industry, it has absolutely boomed in the scope of coverage, and
level of profits.
We do not get rid of assistance because you still have to have something underpinning for unusual cases, nor do we destroy family
solidarity. You simply make them all fit together.
But without this additional program there is not a one of them that
is able to do its job properly.
I would say, as I have said, heard said so often, among the older
people, that it has to be this year. They have waited so long. There
is such a feeling that the needs of this huge group of people-19 million
people-are somehow being passed over, and a hope too long deferred
maketh sick the heart.
(Tie prepared statement of Mrs. Wickenden and attachments
follow:)
TESTIMONY flY ErIZADETII WICIKENDEN, TECHNrCAL CONSULTANT TO THE NATrONAL
SOCIAL WELFARE ASSEMBLY, INc., FAVORING THE ADDITION TO H.R. 11865 OF
HIEALTHi BENEFITS FOR THE AGED UNDER SOCIAL INSURANCE

My name is Elizabeth Wickenden and I appear before you in behalf of a group
of voluntary organizations in the social welfare field to urge you to recommend
to the Senate the addition to H.R. 11865 of provision for hospital and related
health benefits for the aged under the social insurance system. I am asked to
make this group plea to you in my capacity as technical consultant in this field to
the National Social Welfare Assembly, a coordinating body with which these
organizations are directly or Indirectly affiliated.
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The following organizations have asked me to speak in their behalf:
American Association of Homes for the Aging.
American Foundation for the Blind.
Community Council of Greater New York.
Community Service Society of New York.
Council of Jewish Federations and Welfare Funds.
Family Service Association of America.
Laurin Hyde Associates.
National Conference of Catholic Charities.
National Council of Jewish Women.
National Federation of Settlements and Neighborhood Centers.
National Jewish Welfare Board.
National League for Nursing.
National Urban League.
Synagogue Council of America.
United Seamen's Service.
Woman's Division of tile Board of Missions of the Methodist Church.
Young Women's Christian Association-National Board.
In addition, one of our affiliates, the National Council of Churches of Christ in
the United States of America (which has a policy which precludes joint statements) is submitting testimony in its own behalf taking a similar position of
support for health benefits for the aged under socal insurance.
The joint recommendation of these organizations is as follows:
"We wish to urge the Senate Finance Committee to amend 11.11. 11865 to provide more adequately for the health needs of our aged population. It Is evident
to us that the present financing provisions available through public assistance,
private insurance, voluntary philanthropy, and family resources are insufficient
to cope with the disproportionately costly health needs that occur in a period of
life when income is typically reduced.
"We, therefore, urge the Senate Finance Committee to include within the contributory social insurance system provision for hospital, nursing home, agnostici,
and home care benefits which will be available to persons over 65 years of age
as a matter of right without regard to personal or family resources."
Some of these organizations are filing with the committee individual statements elaborating their particular point of view. In addition to these organizational signatories a large number of individual leaders in tile social welfare
field-including the three former Commissioners of Social Security, Arthur J.
Altmeyer, Charles I. Schottland, and William L. Mitchell-signed a comparable
statement submitted by the assembly at the time this issue was before the House
Ways and Means Committee.
These organizations and Individuals in the social welfare field have come to the
conclusion that hospital and related benefits for the aged are a necessary supplement to the cash benefit provisions of the old-age survivors, and disability insurance program as a result of needs revealed in their own experience. Their perspective on these needs naturally varies to some extent with the nature and task
of their own organizations but three points seem to me to be basic to this social
welfare viewpoint and I would like to summarize them for you.
First: The inadequacy of existing provisions is everywhere revealed In the
fact that large numbers of older people simply are not now receiving the health
care they require. They do not have the money to buy it-whether through the
advance payment methods of insurance or in actual payments at the time they
need it-and other provisions under public assistance and private philanthropy
are neither adequate nor satisfactory to people who have worked hard all their
lives and deserve better of us in their later years.
Second: These voluntary social welfare agencies are strongly supportive of an
adequate public welfare program which can place an effective floor under need not
otherwise met. The levels of public assistance in a majority of States are
shockingly low and one reason for this inadequacy is the mounting cost of trying
to meet the health costs-particularly for hospitals and nursing home care-of
the needy aged through welfare funds. Should these health costs be reduced by
the insurance system it would not only provide a more satisfactory answer both
for those needing and providing hospital and nursing home care, but it would
also free State resources to make more adequate assistance and other welfare
payments.
Third: Welfare and religious organizations are increasingly concerned about
the difficulties created for families with older members who require costly or ex-

238

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

tended hospital or nursing home care. Naturally all persons of conscience and
good will want their elderly parents, grandparents, and other relatives to have
the care they require and many make every sacrifice to this end. But by reason
of the same good will and conscience elderly people are extremely reluctant to
see their children and grandchildren make these sacrifices. They will all too
often hide their health needs in order to prevent this and will go to any length
not to apply for welfare hell) under the Kerr-Mills or old-age assistance programs,
which-in virtually all States-require that their children contribute iii accordance with their resources. Many people do not seem to realize the extent to
which the present system puts a burden on the middle generation, creates tensions
within families, and inhibits older people from seeking the help they need.
In each of these cases there seems to be no satisfactory answer outside of a
clear and universal entitlement for older persons under the social insurance
system. Family help, public assistance, and private Insurance all have their
role to play but each of them is being asked at the present time to do the Impossible. Only through the addition of social insurance entitlements can the health
needs of older people be adequately met in a way that-with typical American
ingenuity-combines all four approaches to the problem.

EDERATION OF SETTLEMENTS
NEOIBORHOOD CENTER, NEW YORK, N.Y.

STATEMENT OiF MISS HEI.EN HALL FOR TIE NATIONAL
AND

The National Federation of Settlements and Neighborhood Centers is composed
of 264 affiliates operating 356 neighborhood centers in 88 cities and 31 States and
the District of Columbia.
The National Federation of Settlements and Neighborhood Centers supports
S. 880, Hospital Insurance Act of 1963, on the basis of the resolution adopted at
its delegates annual business meeting in Boston, June 1960, as follows:
"The National Federation of Settlements and Neighborhood Centers believes
that communities must assure to all their citizens full access to the best possible
preventive, treatment, and rehabilitative services known to modern health
sciences. It therefore supports a comprehensive program of health insurance
through the social security system with supplementary programs for nonparticipants in the social security system with no means test."
Letters and reports from staff members in our neighborhood centers all over
the country show a clear unmet need for helping to finance a part of the health
requirements of older men and women living in the neighborhoods we serve.
Since their founding, the settlement and neighborhood centers have been
bringing their firsthand experiences in industrial neighborhoods to our lawmakers.
Sometimes It Is to city hall that they turn, somethimes to the State capital and
sometimes to the Congress of the United States. Steadily throughout the years
they have been asked for their firsthand experiences which have come from their
close observation and close association with people in our poorest neighborhoods.
In April 1930, the National Federation of Settlements was asked by Senator
Wagner and Senator Robert La Follette, to bring the results of their studies of
unemployment to testify before a Senate committee.
Later in 1934, I served on the Advisory Council to the President's Committee
on Economic Security and at that time it was hoped that our people's health
needs would be a part of the comprehensive social security I)rogram, which
Included employment insurance, old-age insurance, child and maternal health
service, accident compensation. Unfortunately, the opposition to health needs
through social security was strong enough to keep health out of the social
security coverage.
Before the Housing Act was passed, we took our part many times In presenting to the Congress the desperate need for decent housing in our slums.
Throughout these years and the years to follow, we have continued to bring
to the public and to the Congress. the chaotic, wasteful and cruel lack of health
services for low-income people in our country. In 1938. we madm, possible a
study of the British (xperience, "lIealih Insurance With Medic':, Car ',"so
that there would be a better understanding than was to be found current at
the time. In 19416 we presented to a congressional committee the findings of
a National Federation of Settlements study on "Medical Care in Settlement
Neighborhoods."
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In June 1949 we again brought our experience to bear before a subcommittee
on health of the U.S. Senate on Labor and Public Welfare, in support of S. 1679,
the national health bill.
A report issued In 1951 of the Henry Street Settlement's study of the health
needs of 553 families living on the Lower East Side of New York, was included
in "Building America's Health," a report to President Truman by a commission on the health needs of the Nation.
Again, in 1952, we brought the need for health care for the dependents of
servicemen before the U.S. Senate Banking and Currency Committee.
In July 1961, we testified in favor of 1I.R. 4222, the "Health Insurance Benefits Act of 1901," which dealt only with care for the aged.
Throughout these years we have seen a fabric of security slowly being built
to protect those of our lowest income neighbors. But the least progress is
always in the field of health. We realize the power of the ol)osition but at the
same time we see our neighbors still unsuccessfully struggling to meet the costs
of catastrophic illness, inevitable sickness among children, the cost of the
day-by-day emergencies, which, too often, take savings or food money. We
see sickness rob the wage earner and his family of their independence.
Older members of our community have increased In proportion to the population. Medical science keeps people alive longer, but there is still Insufficient
provision for these added years to be borne with security. The fear of sickness
and Its costs is ever present in the minds and hearts of the aging who cannot
afford to be Ill.
The Iospital Insurance Act of 1963 only helps bear some of the burden of
hospitalization and nursing care. But what is most important to the older
livolde whom this bill is meant to protect, is that it comes to then) as a right
through their own payments to social security. There is no humiliating means
test to add to the burdens of sickness and old age and the sense of comfort that
at least this amount of care is theirs if they need It.

STATEMENT OF TIE COMMUNITY CouNlnI. or GIIEATER NEW YORK PRESENTEI) AT
THE MAYOR'S CONFERENCE ON MEDICARE AT CITY HALL, JANUARY 18, 1964

(By Judge Matthew J. Troy, chairman, Citizens' Committee on Aging, and
Walter J. Lear, M.D., chairman. Public Health Committee)
My nane is Matthoew J. Troy. I am chairman of the Citizens' Committee on
Aging, but I am speaking on behalf of the entire Community Council of Greater
New York. As you know, this council is the planning and coordinating body in
the health and welfare fields for over 1,000 official and voluntary agencies.
Including the three sectarian federations of New York City.
It is tile fundamental conviction and belief of the Community Council of
Greater New York that the socially desirable and fiscally sound approach to
financing of health care of the aged is through the proven contributory system
of social security. We feel that Federal legislation to enact such a program is
urgently needed.
While we do not view any of the Federal legislative proposals as adequate in
all respects, II.R. 3920 (King-Anderson) does embrace those principles we regard
to b of fundamental importance: universal coverage; service benefits as a right
versus pauperization and the means test; quality standards; economical administration by the Bureau of Old Age, Survivors and Disability Insurance.
The citywide picture of income levels of our older population Is a sobering one.
About 21 percent of New York City's large aging population had no money
income in 1959, and an additional 49 percent had income of less than $2,000. In
numbers, this totals, 560,148 or well over half a million older people, with Income
of less than $2,000, according to census data.
From the viewpoint of need for health services, there are two particularly
vulnerable groups of elderly-those 75 years of age and older, and women living
alone or with unrelated persons. Both groups had lower median income than
males aged 65 to 74 years of age.
In 1960, New York City's aged 75 years and older comprised a larger group
than the entire population of Staten Island, and Is expected to total 330,000
people by 1970. A recent study indicates that medical expenditures for families
headed by that age group were double that of families with heads 65 to 74 years

240

SOCIAL

SECURITY; MEDICAL CARE FOR AGED

of age. However, this refers only to care actually purchased. The unmet need
for preventive services to preserve health and independent living Is a matter of
deep concern to us.
It is a well-known fact that women live longer than men, but their dis.
advantaged economic status is less well known. The community council has
recently published "A Family Budget Standard" which indicates that an elderly
woman, not employed, living alone, requires $1,996 per year. Yet the median
income of elderly women unemployed and employed, living alone or with unrelated persons, was only $982 in 1960. Furthermore, over half of women 65
years and older had income of less than $2,000. While the average monthly
benefit for retired workers was about $80 in 1960, for the surviving spouse 02
years or older, it was $60 to $67 per month.
We know of your own commitment to medical care for the aged under social
security and deeply appreciate your efforts to expedite this urgently needed
legislation. Community council will continue to work for a Federal program of
health care, as well as a liberalized State program of medical assistance to the
aged.
Dr. Walter J. Lear, chairman of the community council's public health com.
mittee, will at this point present the Council's views on the inadequacy of the
alternatives to the social insurance approach.
New York City has the largest MAA program in the Nation accounting for
about 22 percent of the total expenditures and about 11 percent of the total number of MAA recipients. The scope of the program has been classified by the
Bureau of Family Services of the Welfare Administration as comprehensive, a
distinction shared by only three other MAA programs.
Despite this relatively extensive use of the MAA approach, New York City's
program has been a disappointment. The community council amid almost all
concerned agencies and groups in New York City are agreed that the result falls
far short of the intent of Congress-"a new and separate program" which provides a "wide range of medical services to low-income aged people who are not
OAA recipients" nd is "administered as simply as possible, with appropriate
respect to the rights and dignity of the aged."
In New York City, the major effect of the MAA program has been to transfer
to the State and Federal Governments a substantial part of the cost of the
existing medical services previously paid for by the city department of welfare
or furnished by the municipal hospitals. The limitations of the program have
made it impossible to extend medical care to any significant additional number
of the aged, or to improve in any significant way the medical services MAA
recipients may use.
In fact, the medical services provided MAA recipients in New York City is
no different from that provided without this legislation to all indigent patients.
In addition, the MAA program has required the city department of welfare to
engage in a costly and cumbersome administrative activity and has Imposed
on some of the medically indigent aged new indignities and pressures to become
paupers.
The Blue Cross and Blue Shield plans covering New York City have offered
a contract to older people on an individual basis. The combined premium is
about $170 per year per person, and the principal benefits are 21 days of hospital care per admission and inhospital medical and surgical care. For most
of New York City's aged, these premiums amount to 10 percent or more of their
annual income. They cannot afford such an expenditure, particularly when the
policy covers one-half or less of the average cost of medical care for people of
their age.
New York City is also covered by one of three special statewide insurance
programs for those 65 and over sponsored by the private insurance industry.
"New York 65" offers a basic policy for $120 per year per person. Like policies
from private insurance companies in general, comprehensive benefits are not
tie goal. Father, they are intended to be of maximum help when the person
is stricken by serious illness or accident. The sales literature gives the following example of how it would work in such a ease:
"Suppose, for example, you broke your hip, then spent 41 days in a hospital
where you required 38 doctor calls and 10 days of nursing care. Also assume
that other major expenses included surgery, an anesthetist, and prescription
drugs.
"Your total expense, according to serious cases of this kind, might be $2,910.
Toward this 1ill, "New York C'" regular basic would pay $958, and "New York
05" major medical would pay $1,251-providing a combined benefit of $2,209. You
would pay $701."
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Clearly, this does not provide the kind of Insurance protection that would
be useful for the vast majority of the aged in New York. They do not need a
policy costing $228 a year which at its best-when the costly medical problem
occurs--still leaves the individual with hundreds of dollars of uncovered medical
bills.
We would hope that the Congress, before acting on the Hing-Anderson bill
would eliminate the confusing and undesirable hospital benefit options with
"deductible" provisions. If options must be included, we strongly urge that
the option providing 45 days of hospital care without a "deductible" be made
the standard option which would apply to all except those persons who specifically
requested one of the options with a "deductible."
Furthermore, we believe that experience under a social security health program for the aged would demonstrate the need for, and feasibility of, providing
benefits more adequately related to health needs.

STATEMENT OF THE COMMUNITY COUNCIL or GREATER NEW YORK, ON

H.R. 3920

The Community Council of Greater New York is the planning
and coordinating body in the health and welfare fields for over 1,000
official and voluntary agencies, including the three sectarian federations of New York City (app. C).
SECTION A. INCOME AND

MEDICAL EXPENDITURES OF OLDER PEOPLE IN NEW YORK
CITY

(SUMMARY

OF APP. A)

The plight of the aged
The 1960 census indicated that there were 813,827 people 65 years and older
In New York City. We estimate that this age group may total 1
million by
1970.
About 21 percent of those 65 and over had no money Income in 1959 and an
additional 49 percent had income of less than $2,000.
In 1960, the cost of hospital and related institutional care for New York City's
aged was $222 million. This means almost one-third the total cost for all such
care was Incurred by only 10.5 percent of the population.
New York City's aged use almost three times as many patient-days In general
hospitals as the younger age group and 27 percent of all ward service in general
hospitals.
As overwhelming as these data are, they do not convey the full significance of
the problem. Two vulnerable sectors of the aging population warrant special
mentioning-the "older" aged group, that is, those 75 years and over, and the
single person, particularly women, living alone.
The aged, 75 and over
Of special significance In relation to need for health services Is the size of
the group 75 years and older, almost 280,000 people In 1960. This group will Increase at a proportionately faster rate, probably totaling 330,000 in New York
City by 1970.
While there Is no precise documentation available regarding the cost of the
medical care they need, we know that expenditures for medical care by the
group 75 years and older Is double that of the group 65 to 74 years of age. A
survey of budgets and spending patterns for a sample of New York City families
In 1960 by age of head of family was undertaken by the U.S. Department of
Labor, Bureau of Labor Statistics. ("Some Facts Relating to the Economic
Status of the Aging.") This showed an average 1960 expenditure of $342 for
medical care for families headed by persons 65 to 74 years, not In Institutions,
compared to $086 for families with heads 75 years and older, not In institutions.
The single aged person living alone
The 1960 Census of Housing indicates that nearly 156,000 New Yorkers 65
years and older were living alone in a "household." Of this particularly vulnerable group, 69 percent had 1959 incomes of less than $2,000.
It is a well-known fact that women live longer than men. Less well known
is the lower income of elderly women, Including adequate social security benefits.
The Budget Standard Service of Community Council (based on October 1962
prices) indicates that an elderly woman, not employed, living alone requires
$1,996 per year. Yet the median income of elderly women unemployed and employed living alone or with unrelated persons was only $982 in 1960.
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OF THE ALTERNATIVES TO THE SOCIAL INSURANCE
APPROACH

MAA, no substitutefor an effective solution
New York City has the largest MAA program in the Nation accounting for
about 22 percent of the total expenditures and about 11 percent of the total
number of MAA recipients. The scope of the program has been classified by
the Bureau of Family Services of the Welfare Administration as comprehensive,
a distinction shared by only three other MAA programs.
Despite this relatively extensive use of the MAA approach, New York City's
program has been a disappointment. The community council and almost all
concerned agencies and groups in New York City are agreed that the result falls
far short of the intent of Congress--"a new and separate program" which provides "a wide range of medical services to low-income aged people who are not
OAA recipients" and is "administered as simply as possible, with appropriate
respect to the rights and dignity of the aged."
In New York City, the major effect of the MAA program has been to transfer
to the State and Federal Governments a substantial part of the cost of the existing medical services previously paid for by the city department of welfare or
furnished by the municipal hospitals. The limitations of the program have made
it impossible to extend medical care to any significant additional number of the
aged, or to improve in any significant way the medical services MAA recipients
may use.
In fact, the medical services provided MAA recipients in New York City is
no different from that provided without this legislation to all indigent patients.
In addition, the MAA program has required the city department of welfare to
engage in a costly and cumbersome administrative activity and has imposed on
some of the medically indigent aged new indignities and pressures to become
paupers.
Private insurance,inadequate benefits, and high cost
The Blue Cross and Blue Shield plans covering New York City have offered a
contract to older people on an individual basis. The combined premium is about
$170 per year, per person and the principal benefits are 21 (lays of hospital care
per admission and in-hospital medical and surgical care. For most of New York
City's aged, these premiums amount to 10 percent or more of their annual income.
They cannot afford such an expenditure, particularly when the policy covers onehalf or less of the average cost of medical care for people of their age.
New York City is also covered by one of three special statewide insurance prograins for those 05 and over sponsored by the private insurance industry. "New
York 65" offers a basic policy for $120 per year, per person, and a major medical
policy for $108 per year, per person. Like policies from private insurance companies in general, comprehensive benefits are not the goal. Rather they are
intended to be of maximum help when the person is stricken by serious illness or
accident. The sales literature gives the following example of how it would work
in such a case:
"Suppose, for example, you broke your hip, then spent 41 days in a hospital
where you required 38 doctor calls and 10 days of nursing (are. Also assume that
other major expenses Included surgery, an anesthetist, and prescription drugs.
"Your total expense, according to serious cases of this kind, might be $2,910.
Toward this bill, New York 65 regular basic would pay $958, and New York 65
major medical would pay $1,251-providing a combined benefit of $2,209. You
would pay $701."
Clearly this does not provide the kind of insurance protection that would be
useful for the vast majority of the aged of New York. They do not need a policy
costing $228 a year which at its best-when the costly medical problem occursstill leaves the individual with hundreds of dollars of uncovered medical bills.
SErION C. POLICY STATEMENT ON HEALTH

CARE O" TIE AGEI)

The following statement was prepared by the Citizens' Committee on Aging
and the Public Health Health Committee of the Community Council of Greater
New York, and was unanimously adopted by the board of directors of the community council on May 3, 1962.
Health care of the aging has become a matter of grave national concern. The
average aged person is unable to meet, out of his own resources, the high cost of
health services required. The facts regarding income and medical costs have beon
aml)ly documented and do not require repetition.
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While there is general agreement as to the extent and nature of the problem
and the need to deal with it on a broad-scale basis, there is no universal agreement on a desirable social remedy. Many suggestions have been put forward
by various groups concerned with this problem. While they differ in approach
and reflect at times diverging, if not strongly conflicting, concepts as to the nature
of community responsibility and the methods for discharging that responsibility,
they are in agreement that a socially acceptable way must be found to meet this
imperative need.
It is the fundamental conviction and belief of the Community Council of
Greater New York that the socially desirable and fiscally sound approach to financing health care of the aged is through the proven contributory system of social security and that Federal legislation to enact such a program Is urgently
needed.
Needs created by reason of health problems are no less important than the
needs created by reason of total and permanent disability, or because of unemployluent due to age. They should have an equal claim to coverage by our
Fed(l'al social insurance system. Such inclusion would entitle beneficiaries to
health benefits as a matter of right. There would be no room for a means test
just. as there is none now whien an insured person qualifies for receipt of old-age
or disability benefits under Federal social security.
In the consideration of the various legislative proposals which have been
urged on the Congress we believe there are certain fundamental principles which
should govern the enactment of relevant Federal legislation.
Eligibility
Coverage should be extended to all persons 65 years of age and older. While
inclusion of health benefits under the Federal social security system would assure
coverage to those who are now receiving, or will subsequently qualify for old-age
insurance benefit payments, we believe some provision should be made to blanketin all other persons 05 years and older. This will provide universal coverage
and will reduce the need for supplemental medical assistance to the aging prograis based on a means test.
Benefits
From a medical point of view it is difficult to evaluate one segment of medical
care as being more important than another. Comprehensive medical care embraces care at home and in medical facilities. It includes professional services,
hospital and nursing home care, diagnostic procedures for ambuiatory patients,
such as X-rays and laboratory tests, home health services, dentistry, and prescribed drugs.
In recognition of the high cost of institutional care it is estimated that this
receive priority consideration. No less compelling from both a humanitarian
and economic standpoint is the need for early diagnosis and preventive medicine.
Therefore, the program should include initially at least diagnostic and home
health services in addition to hospital and nursing home care.
The elimination of all economic barriers to medical care benefits is essential
if the aged are to use them when they will do the most good, that is, when
illness first becomes evident or even earlier. Deductible and limited cash indemnity provisions encourage delay in seeking medical care and in the long run,
result in increased cost because of the greater amount of care required by
neglected illness. Thus the special value of medical benefits is diminished when
the patient is required to pay an initial deductible or the balance above a
scheduled benefit.
Unlike the existing provisions of the old-age, survivors, and disability insurance
program which provide for paymentt of cash Ieinefits directly to the eligible
insured beneficiaries, the medical insurance benefits should be on a basis of
payment to providers for services rendered. It has been demonstrated that
cash benefits are both medically undesirable and economically unsound. Instead
of rationalizing the costs of medical care, cash benefits invariably promote their
inflation.
Quality of care
Adequate safeguards to insure high quality of medical care should be an
integral part of the program. There should be an advisory council which should
include persons outstanding in the health professions. There should be standards
for all classes of participating medical care facilities and health service personnel. These should be no less than minimum standards to be prescribed by the
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Secretary of Health, Education, and Welfare. Where empowered by State
law to do so, State health departments should be utilized in the determination
of initial and continuing eligibility of participating facilities and personnel.
There should be encouragement, and financial support of demonstrations, administrative studies, consultations, established certification and accreditation bodies,
and measurements of the medical care needs of the aged.
Administration
Responsibility for administering the medical insurance benefits program should
be lodged with the Bureau of Old-Age, Survivors, and Disability Insurance of
the Social Security Administration of the U.S. Department of Health, Education,
and Welfare. This will facilitate administration of the new program since
utilization of existing social insurance mechanism would assure uniformity of
benefits throughout the country, would entail the lowest possible administrative
costs, and would promote the prompt initiation of the program.
This statement was circulated to many New York City organizations and was
officially endorsed by 69. These Included:
Schools of social work
------------------------------------------2
10
-----------------------------------------Homes for the aged
--------------------------------14
Hospital social service department
13
Recreation centers
-------------------------------------------a
---------------------Neighborhood councils and civic associations
22
_--------------------------------Other agencies and organizations
These agencies are listed in appendix IY.
SECTION D. RECOMMENDATIONS CONCERNING

]I.R.

3920

While none of the current Federal legislative proposals meet the fundamental
principles which we advocate (see. C) in all respects, H.R. 3920, commonly
known as the King-Anderson bill, comes closest to it because it embraces the
principles of universal coverage, service benefits as a right, quality standards, and
administration by the Bureau of Old-Age, Survivors, and Disability Insurance.
However, we would hope that the Congress before enacting this legislation
would eliminate the confusing and undesirable hospital benefit options with
"deductible" provisions. If options must be included, we strongly urge that the
option providing 45 days of hospital care without a "deductible" be made the
standard option which would apply to all except those persons who specifically
requested one of the options with a "deductible."
Furthermore, we believe that experience under a social security health care
program for the aged would demonstrate the need for, and feasibility of,
providing benefits more adequately related to health needs.
APPENDIX A

OLDER PEOPLE IN" NEW YORK CITY: FACTS AND YARDSTICKS
Dimensions and growth of the city's aging population; income of New Yorkers
aged 65 years and older; health status and institutional care
(Citizens' Committee on Aging, Community Council of Greater New York,
New York, N.Y.)
DIMENSIONS AND GROWTH OF THE CITY'S AGING POPULATION

Dimension
By 1960, 813,827 New Yorkers were 65 years old or older. If this age
group were "a city," it would rank as the ninth largest in the United Statesexceeding the total population of Washington, D.C., and also of ".ft. Louis and
San Francisco. By 1970, it is estimated there will be about 1% million New
Yorkers in this age group.
Although in 1960, 10.5 percent of the city's total population were aging, this
proportion ranged from a little less than 6 percent in some communities to 15 or
16 percent in others, and to 18 percent in one area of Manhattan.
I Mayor Robert F. Wagner, inaugural dinner of 1962-03 maintenance campaign, Federation of Jewish Philanthropies.
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6J.owth in relationto totalpopulations
During the 60 years of the 20th century, the city's total population grew by
126 percent, while the aging segment grew by 749 percent. In 1000, the aging
'were less than 3 percent of all the residents. As late as 1930, they were only
0.8 percent. In 1960, however, 1 in every 10 New workers was 65 years of age or
older.
Age range of older people'
The significant fact in relation to health and welfare services is the rapid
increase in the group 75 years old or over between 1930 and 1960. Its share of
the total in the age group is shown in the tabulation, but the actual number of
the "older aged" Is the most Impressive fact.
New York City's aging population, 1930-60
Number

Age group iii years

1930
05

1960

Percent of total..
1930

100

Total .....................................................
264,502 813,827
100. 0
100.0
to69 ........................................................
127,350 344,063
48.2
42.3

70 to 74 .........................................................
75 to 84...................-............................
5and over ...........................................

77,327
52.375
7,444

240,101
197, 215
32,448

29 2
19.8
2.8

20.5
24.2
4.0

Source: U.S. Bureau of the Census, decennial census of population.
While the number of men and women from 65 years of age through 74 years
Increased from 204,683 to 584,164, or 185 percent, the group 75 years and over
rose by 284 percent from only 59,819 in 1930 to 229,663 in 1960--a figure larger
than the entire population of Staten Island. This older group is expected to grow
at a proportionately faster rate, probably totaling 330,000 by 1970.'
INCOME OF NEW YONKERS AGED 65 YEARS AND OLDER'

Unquestionably, the income of most of the city's older population is low:
The 1960 Census of Population found that about 21 percent of the individuals (7 percent of the men and 32 percent of the women) who were 65
years of age or older in 1960 had no money income during 1959 and another
49 percent had incomes of less than $2,000.
From the 1960 Census of Housing it is known that nearly 156,000 of these
older residents were living alone in "a household"-not in an institution or
other "group" quarters. Of this particularly vulnerable group, 69 percent
had 1959 incomes of less than $2,000.
Families with heads 65 years or older also had 1959 Incomes below the
general population's. The 1960 census reveals that the median family
income during 1959 for all families in the city-without regard for size or
composition-was $6,091. For families headed by a person 65 years ol or
older, the 1959 median family income was much lower-4,304 for families
in which both the husband and wife were present, $5,504 for other families
with a male head, and $4,595 for families with female heads.
For older men living alone or with unrelated persons-excluding those
In institutions-the median income was $1,133; for women In this category
the median income was only $982.
In 1960, close to three-fifths of the New York City population 62 years old or
older were receiving social security benefits.
For some 433,000 retired workers the average monthly benefit was under
$80 but in about 97,670 instances the wife or husband received an additional
benefit of about $43 a month.
For surviving spouses or parents, however, the average benefits were
lower-$60 to $67 a month per beneficiary.
'Bureau of Community Statistical Services, Research Department, Community Council
of Greater New York.
sKlarman, Herbert R. : "Background. Issues, and Policies In Health Services for the Aged
In New York City," Interdepartmental Health Council, March 1062.
4 Bureau of Community Statistical Services, Research Department, Community Council
of Greater New York.
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In the spring of 1963, about 12,430 elderly residents of the city who were
beneficiaries of old-age, survivors, and disability Insurance were receiving supplementary public assistance under old-age assistance.
These insurance beneficiaries constituted almost 40 percent of the department of welfare's total OAA caseload.
Most older people live on fixed incomes, with little opportunity to earn,
although more than a fifth were in the labor force in 1960. Of the total of
188,452 older persons in the labor force, 14,600 were unemployed.
About 71 percent of the employed men were working full time; only 56
percent of I he women In jobs were employed full time.
IIEALTI

STATUS AND INSTITUTIONAL CARE

National and local studies indicate that most older people are functioning
well, physically and mentally. However, older people are particularly vulnerable to catastrophic illness, and four-fifths have one or more chronic conditions.
Recent studies of community need across the country show that most of
the chronically ill aged live in their own homes and receive either no health
services or totally inadequate cares
In New York City, public agencies are making vigorous efforts to upgrade
medical care for the indigent, and for elderly residents of public housing
projects. For the much larger group of marginal income aged, 6health care
remains sparse and spotty, despite numerous new pilot projects.
Within present-day knowledge, much physical and mental illness and crippling
disability could be prevented through early diagnosis, treatment, and rehabilitative service. Moreover, the provision of home health services could enable many
elderly now institutionalized to live in the community or to avoid prolonged
hospital stays.
Analyses of general hosptials show that from 20 to 30 percent of the
extended stay patients have been retained because of social rather than
medical reasons.
Similarly, studies of nursing homes, homes for the aged and mental hospitals indicate that many do not require institutional care and could live
at home if community resources were available to meet their medical and
social needs.
Older people comprising 10.5 percent of New York City's total population use
almost three times as many patient days in general hospitals and 30 to 40
percent more physicians' services than the younger population. They also use
27 percent of all ward service in general care hospitals.
In New York City, at least 8,000 older people are in general hospitals on any
institutions. Almost
given day and, In addition, at least 37,000 are in long-term
7
half of the latter (17,000) are in State mental hospitals.
In addition to our major consideration-the welfare and dignity of the individual-there are compelling economic reasons for expanding services to preserve health and prevent needless institutionalization.
The cost of hospital and related institutional care for the aging is high.
of the total for all such care,
In 1960, it was $222 million, almost one-third
7
for only 10.5 percent of the population.
Moreover, by 1970 New York City will require 15,000 new long-term
institutional beds for the aged at a cost of about $180 million for construction only.
APPENDIX
ENDORSEMENTS

B

OF THE COMMUNITY COUNCIL'S POLICY STATEMENT ON
CARE OF THE AGED

HEALTH

Schools of social work (2) :
Fordham University School of Social Service.
Hunter School of Social Work.
Homes (10) :
Beth Abraham Home.
Bronx Home for Sons & Daughters of Moses.
Evangelical Home for the Aged.
First United Lemberger Home for the Aged.
Hebrew Convalescent Home.
6 "Facilities for Long-Term Treatment and Care," American Hospital Association-Public
Health Service, February 1963, U.S. Department of Health, Education, and Welfare.
6 Interim report: "Preventive I1ime Care and Health Maintenance Programs," Subcommittee on Health, Citizens' Committee on Aging, March 1963.
7 Klarman, Herbert E. : "Background, Issues, and Policies In Health Services for the
Aged in New York City," Interdepartmental Health Council, March 1962.
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Hebrew Home for the Aged.
Home for Aged & Infirm Hebrews of New York.
Providence Rest Home.
Sephardic Home for the Aged.
Workmen's Circle Home for the Aged.
Hospitals (14):
Beth El Hospital Social Service Division.
Bronx Municipal Hospital Center, Social Service.
Columbus Hospital.
Gouverneur Ambulatory Care Unit Social Service Division.
Grand Central Hospital.
Hebrew Home & Hospital for Chronic Sick.
Home & Hospital of the Daughters of Israel.
Jamaica Hospital, Social Service Department.
Mount Sinai Hospital Women's Auxiliary Board.
New York Eye & Ear Infirmary.
New York Infirmary, Social Service Department.
Queens Hospital Center, Social Service Department.
St. John's Queens Hospital.
St. Mary's Hospital, Social Service Department.
Recreation centers (13) :
Brooklyn War Memorial Recreation Center.
Bronxdale Community Center.
East Harlem Day Center for Older People.
East Side House Settlement, Mill Brook Center.
East Tremont YM-YWHA.
Forest Neighborhood House.
Golden Age Club of the Jewish Center of Kew Garden Hills.
Howard Houses Golden Age Club.
Hudson Guild.
Owen F. Dolen Park, Golden Age Center.
Red Hook Day Center.
The Salvation Army Senior Citizens' Club.
YM & YWHA of Williamsburg, Senior Adult Division.
Neighborhood councils and civic associations (8) :
Brownsville Neighborhood Health & Welfare Council.
Coney Island Community Council.
East Harlem Council for Community Planning, Committee on Aging
Kingsview Community Association.
Kissena Flushing Homeowners Association.
Red Hook Neighborhood Council.
Sheepshead Bay Civic & Community Council.
Wavecrest Civic Association.
Other (22) :
Alpha Kappa Alpha Sorority.
Bronx County Society for Mental Health.
Central Bureau for the Jewish Aged.
Childville, Inc.
Church of All Nations, Board of Directors.
Clinical Services of the William Alanson White Institute of P sychiatry,
Psychoanalysis, and Psychology.
Italian Welfare League.
Jewish Community Services of Long Island.
Jewish Family Service.
Musicians Aid Society.
National Association of Social Workers, New York City Chapter.
National Council of Jewish Women, New York Section.
New York Clinic for Mental Health.
New York Hotel Trades Council, AFL -CIO.
New York State Psychological Association.
Optometric Center of New York.
The Salvation Army, Social Welfare Department.
Self-help of Emigres from Central Europe, Inc.
Sidney Hillman Health Center.
Society of St. Vincent De Paul.
Tolstoy Foundation Inc.
United Help, Inc.
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CORPORATE MEMBERS OF THE COMMUNITY COUNCIL OF GREATER NEW YOBx

American Red Cross in Greater New York.
Brooklyn Bureau of Social Service and Children's Aid Society.
Brooklyn Tuberculosis and Health Association, Inc.
Catholic Charities, Diocese of Brooklyn.
Catholic Charities of the Archdiocese of New York.
Children's Aid Society.
Citizens' Housing and Planning Council of New York, Inc.
City of New York.
Commerce and Industry Association of New York, Inc.
Community Service Society of New York.
Federation of Jewish Philanthropies of New York.
Federation of Protestant Welfare Agencies, Inc.
The Greater New York Fund, Inc.
Hospital Council of Greater New York, Inc.
New York Academy of Medicine.
New York Chamber of Commerce.
New York City Central Labor Council AFL-CIO.
New York Tuberculosis and Health Association, Inc.
United Hospital Fund of New York.
United Neighborhood Houses of New York, Inc.
Urban League of Greater New York, Inc.
Visiting Nurse Association of Brooklyn.
Visiting Nurse Service of New York.
0ommnnity Couneil of Greater New York
OFFICERS

Mrs. Harold D. Harvey, Daniel P. Higgins, Jr., and Edwin Rosenberg, vice
presidents.
John T. Burnell, treasurer.
Harold F. McNlece, secretary.
BOARD OF DIRECTORS

Arnold S. Askin
Mrs. Rodman W. Austin
Mrs. Leonard H. Bernheim
Mrs. Leonard Block
Joseph C. Brennan
Rev. Albert B. Buchanan
John T. Collins
Frederick I. Daniels
J. Clarence Davies, Jr.
Edgar Debany
James Felt
Mrs. Albert Francke, Jr.
Mrs. Randolph Guggenheimer
Very Rev. Msgr. Edward D. Head
Daniel P. Higgins, Jr.
Mrs. Paul T. Kammerer, Jr.
Marcus D. Kogel, M.D.
Rt. Rev. Msgr. Francis J. Mugavero
Mrs. Richardson Pratt
Mrs. Henry T. Randall
Caspar W. Rittenberg
Mrs. Robert C. Rome
Mrs. Irwin H. Rosenberg
T. J. Ross
Juan Sanchez

Howard A. Seitz
Martin F. Shea
David Sher
Rush Taggart
Rev. M. Moran Weston
Ex officio:
Hon. Herman Badillo
Hon. William F. R. Ballard
Hon. James R. Dumpson
Mrs. Marion L. Foster
Hon. Calvin E. Gross
Hon. George James, M.D.
Hon. Anna M. Kross
Hon. Milton Mollen
Hon. Marvin E. Perkins, M.D.
Hon. Arthur J. Rogers
Hon. Ray E. Trussel, M.D.
Executive Director: James W. Fogarty
Public Health Committee:
Chairman: Walter J. Lear, M.D.
Executive secretary: Naomi M.
Weiss,
Citizens' Committee on Aging:
Chairman: Judge Matthew J. Troy.
Executive secretary: Irma Minges

Senator IIATKE. Thank you, ma'am, for a very fine statement.
That concludes the list, of witnesses to be heard this morning, and
the committee will adjourn until 10 o'clock tomorrow morning.
(Whereupon, at 12:30 p.m., the committee adjourned, to reconvene at 10 a.m., Tuesday, August 11, 1964.)
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AMENDMENTS
TUESDAY, AUGUST

11, 1964

U.S. SENATE,
COMIrTrEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2221,
New Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.
Present: Senators Byrd (presiding), Smathers, Douglas, Gore,
Talmadge, McCarthy, Ribicoff, Carlson, Bennett, and Dirksen.
Also present: Elizabeth 13. Springer, chief clerk; and Fred Arner
and Helen Livingston of the Education and Public Welfare Division,
Legislative Reference Service, Library of Congress.
The CHAIRMAN. The Chair wants to apologize for the fact that
there are not more Senators here but we have a vote in the Senate at
11:15 and I think we had better start now.
The first witness is Mr. Karl Schlotterbeck of the U.S. Chamber
of Commerce.
Take a seat and proceed, sir.
STATEMENT OF KARL SCHLOTTERBECK, MANAGER, ECONOMIC
SECURITY DEPARTMENT OF THE CHAMBER OF COMMERCE OF
THE UNITED STATES
Mr. SCHLonxmuBECK. Mr. Chairman, my name is Karl Schlotterbeck. I am manager of the Economic Security departmentt of the
Chamber of Commerce of the United States. I am testifying on
behalf of the national chamber.
I want to emphasize that the national chamber endorses the basic
principles of social security. Those principles, which have been
enunciated repeatedly by both the House Ways and Means Committee and this committee of the Senate, are:
1. Social security cash benefits should be wholly financed by equal
taxes on employees and employers, taxes on self-employed, and
interest on the trust funds.
2. The benefits should serve as a floor of protection so that lie vast
majority of elderly beneficiaries would not have to seek additional
help through public assistance.
3. Benefits should be wage-related, with some weighing in favor of
those at the low end of the benefit scale.
4. Benefits are a partial replacement of income loss, wage loss, due
to retirement or from permanent and total disability, or from premature death of the family breadwinner.
36-453--64--17
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5. Benefits should be paid in cash so this will preserve for each
beneficiary his freedom of choice.
And fii;ally, social security benefits should 1)e paid without a needs
test.
Now, turning to the bill passed I)v the House (H.R. 11865), there
are four provisions in the House bill which we regard as of major
importance.
First and foremost is the provision for additional financial support
to the social security disability benefits program. The national chamber endorses this provision.
Another major provision in the bill is a 5-percent across-the-board
increase in social security cash benefits. We recognize, of course, that
Congress will decide whether there must be some increase in benefits
to preserve benefits as a "floor of protection."
]In arriving at this decision we would again urge you to look at
those people whose benefits are miiimal or slightly larger. Many of
these are widows of advanced age with very modest incomes and 'also
less likely to 1)e able to afford health insurance. I might mention,
Mr. Chairman, that the national chamber in 1958 and again in 1961
urged the Congress to raise the minimum benefit. We believed it
might not be adequate to serve as a floor of protection.
Another major proposal in the House bill is to increase the employee, employer and self-employed tax rates and also to increase
tl'taxable wage base.
recommend
whateverwholly
cost increases
are finally
byWe
Congress
shoul that
be financed
by an increase
in theapproved
tax rate.
Turning now to the various medicare proposals, we have analyzed
them carefully. and have concluded that:
1. Medicare is not needed.
2. There is an inherent disadvantage in medicare.
3. There are inherent advantages in social security protection provided as benefits in cash.
Now. I would like to take up why we believe medicare is not needed.
We have brought together in this table figures showing the health
care protection of the elderly through private and public programs in
1952 and compared them with 1962,- and then we have projected these
figures to 1970.
The estimates below show that 15.4 million persons, approximately
90 percent of the el(lerly in 1962, had health care protection through
one or another of these four broad programs as compared with only
4.5 million or 35 percent of the 1952 elderly population.
The figures also show that in 1962 less than 2 million elderly
were without health care protection under these plans as compared
with 8.5 million of the 1952 elderly population.

Looking forward to 1970. the projections indicate that virtually the
entire elderly population will have protection against health care costs
through private voluntary arrangements or through one or another
of these three major public programs.
We had a similar transition experience between 1940 and 1960 in
providing health care protection for those under 65, a much larger
part, of our total population. And, no one today seriously contends
we need a Federal compulsory program for those tender 65.
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This experience demonstrates that we do not need social security
medicare for the elderly established in perpetuity to deal with this
transitional situation.
Now I'd like to discuss the disadvantage of medicare. There is a
serious and fundamental disadvantage in medicare. This disadvantage to beneficiaries and to all social security taxpayers, workers, and
employers, arises out of the fact that hospital costs have been rising
rapidly in recent years and are expected to continue to do so in the
future.
In consequence, any medicare proposal will cost more than initially
anticipated. Social security beneficiaries and all social security taxpayers, workers, and employers, will be compelled to make a choice
from a number of unhappy alternatives. These are:
First, the taxpaying workers and employers would have to pay
more social security taxes.
Second, should workers and employers be unwilling to pay still
more in taxes the beneficiaries might find that the medicare protection
had to be reduced.
Third, as an alternative, beneficiaries might find their cash benefits
reduced in order to continue the same level of medicare protection.
Fourth, to avoid any of these courses of action Congress might
conceivably attempt to control the cost of hospital services. I might
mention-f am sure I don't need to remind you, Mr. Chairman-in
passing, our experience during World War II, where the price line
for many commodities and services was held reasonably well but
only at the expense of quality.
A last choice miglt be for Congress to finance the rising cost. of
medicare protection by drafts on the general funds of the Treasury.
This would involve using means test money, and there is no place in
social security for the means test.
Perhaps these choices explain an observation by the chairman of
the House Ways and Means Committee when he said, and I am
quoting here:
I would not think that the Congress would be justified in launching a new
program (medicare) knowing as we launched it that the tax that we are
providing for that program will not be sufficient but that we face the inevitable
situation of having to raise that tax in the future.

Now, I'd like to discuss the advantage of social security benefits
in cash. When Congress makes commitments for cash benefits, the
benefit costs and the tax burden can be estimated with reasonable
reliability. All covered workers and employers thus can know what
their tax'liabilities are likely to be for the next few years.
Should Congress consider changes in social security, workers and
employers would have the opportunity to decide whether they would
be willing to pay more in social security taxes.
There is anot her advantageous feature in the cash benefit protection arra)ement. This is the safety factor built into the system by
the method employed in projecting benefit costs and in determining
the needed tax rates and taxable wage base.
This safety factor provides a cushion in the event that subsequent
experience should result in unanticipated cost increases.
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The net effect of this safety factor is that covered workers and
employers can have more assurance about their future liabilities for
social security taxes than would be possible under any medicare
arrangement, that pays for services.
In conclusion, we urge Congress to reject all medicare proposals
and thus protect:
1. All social security taxpayers against the inevitable situation of
having to raise that tax in the future.
2. All beneficiaries against any possibility of reduction in social
security protection.
This reaffirmation of the superiority of social security protection in
the form of benefits in cash will help preserve for every beneficiary his
freedom and right to make all his own decisions.
That completes my statement, Mr. Chairman.
(The prepared statement of Mr. Schlotterbeck follows:)
STATEMENT OF KARL SCHIOTTEIRECK FOR THE CHAMBER OF COM-MERCE OF THE
UNITED STATES

My name is Karl Schlotterbeck. I am manager of the Economic Security
Department of the Chamber of Commerce of the United States. I am testifying on behalf of the national chamber.
I want to emphasize that the national chamber endorses the basic principles
of social security. Those principles, which have been enunciated repeatedly
by both the House Ways and Means Committee and this committee of the
Senate, are.
1. Sociad security cash benefits should be wholly financed by equal taxes
on employees and employers, taxes on self-employed, and interest on the
trust funds. On a longrun basis, the Income and outgo should be about
equal.
2. The benefits should serve as a floor of protection so that the vast
majority of elderly beneficiaries would not have to seek additional help

through public assistance.

3. Benefits should be wage related, with some weighting in favor of those
at the low end of the benefit scale.
4. Benefits, chiefly for the elderly, should be restricted to those who have
retired or have substantially done so.
5. Benefits should be paid in cash so that each beneficiary can make his
own free decisions on how best to use this and other income to satisfy his
needs.
6. Social security benefits should be paid without a needs test.
We have carefully studied I1.11. 118s5, as well as S. 880, S. 2431, and similar
proposals for initiating social security medicare. Because II.R. 11865 has been
passed by a House vote of 388 to 8, we will give our views first on provisions of
this bill.
II.R. 11865-TH E HIOUSE-PASSED SOCIAL SECURITY BILL

There are four provisions in the House bill which we regard as of major
importance. First and foremost is the provision for additional financial support to the social security disab1ility benefits program. This program is noN4
seriously out of balance and one provision in the bill (see. 7) would virtually
eliminate this financial delicien.y. The national chamber endorses this provision.
A second provision of major importance is the extension of benefit coverage
to a limited group of elderly 72 and over. Any step In the direction of providing benefit protection for all the elderly will help achieve the objective of
social security.
This is especially meritorious because those of such advanced age are known
to have smaller incomes on the average than, say, those 65 to 74. They are also
less likely to have insurance protection because they reached retirement a
decade or more ago when voluntary health insurance for the elderly was in its
infancy.
We question the merit of establishing a new minimum benefit amount less
than the existing mninimuni primary old-age benefit. If the present $40 monthly
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minimum benefit is the necessary amount to serve as a floor of protection, the
reasonableness of anything less is questionable.
A third major provision in H.R. 11865 is a 5-percent across-the-board Increase
in social security cash benefits. While the cost of living has Increased some 6
to 7 percent since the last general benefit Increase In 1958, we do not believe
that the present benefits as a whole, are failing to provide a floor of protection.
Certainly, there Is no rise in the percentage of aged beneficiaries who are having
to seek additional help through old-age assistance.
However, Congress will decide whether there must be some increase in benefits to preserve the floor of protection. In arriving at this decision, we would
again urge you to look at those people whose benefits are minimal, or slightly
larger. Many of these are widows, of advanced age, with very modest incomes
and also less likely to be able to afford health insurance.
The fourth major proposal in the House bill is to increase the employee,
employer, and self-employed tax rate effective in 1965, with a stretchout of
needed additional tax rate increases and, also, an increase in the taxable wage
base from $4,800 to $5,400. Whatever cost increases are approved by this
Congress, they should be financed by an increase in the tax rate. Because the
various liberalizations proposed in the bill are broadly distributed, the added
costs should be borne by all those working. This can be achieved only through
an increase in the tax rate.
Among other provisions is one which would lower from 62 to 60 the age at
which a widow could get old-age benefits, with an actuarial reduction in the
benefit amount. Under existing law, a widow's benefitt is equal to 821 percent
of the primary benefit amount her husband would have received. Congress apparently regards this reduced amount to be adequate as a floor of protection
benefit. Thus, any further reduction would mean that a widow would receive
less than a floor of protection. Moreover, it would establish a still lower
age for retirement-a step in the wrong direction. The national chamber urges
Congress to reject this proposal.
Another provision of the bill would extend coverage to a minor degree.
national chamber has endorsed the extension of coverage
For some 20 years, tile
to all occupations. In this kind of program, all who work should share the
tax burden of financing benefits. chiefly for those who, !because of age, no longer
can support themselves by working. The national chamber urges Congress to
extend coverage to the largest single group ;iow excluded, some 2 million
employees of the Federal Government under staff retirement programs.
AtEDICARE PROPOSALS

The national chamber realizes there is a problem for some of the aged to
obtain health care protection through private voluntary plans. For a number
of years, the chamber has been deeply interested in,and helped promote the
growth of, private arrangements through which people may obtain protection
against the major costs of illness. The vast majority of people are now
obtaining such protection through private voluntary individual and group
programs.
Everyone, young and old alike, should get needed health care, regardless of
ability to pay. There is a public responsibility to help those who have extremely
costly health needs and cannot meet them through their own income and
resources. The national chamber has supported the vendor payments arrangements in old-age assistance and, when the Kerr-Mills Act was passed in 1960,
we encouraged businessmen to take leadership in their States to determine the
needs and, also, the kind of plan best suited to meet these needs.
There are several bills before this and other congressional committees designed to help the elderly meet some health care costs. These proposals would
initiate in social security an entirely new type of protection-payments by
social security for selected health care services. These proposals are commonly
called "medicare."
We have carefully analyzed all such "medicare" proposals and have concluded that:
1. Medicare is not needed In view of the tremendous progress already
achieved in protecting the elderly against health care costs.
2. Medicare has an inherent disadvantage to beneficiaries, and to all
workers and employers who pay taxes to support social security.
3. There are inherent advantages in social security protection provided
as benefits in cash.
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We urge the Congress to reject all proposals for initiating social security
protection through "paid-for services."
Medicare 18 not needed
In sharp contrast with the situation 10 years ago, a very large part of our
elderly population today has protection against costly illness through one or
more of several programs. Outstanding Is the performance of the health insurance industry and other private voluntary organizations, such as Blue Cross
and Blue Shield, in extending protection to an increasing proportion of our
growing elderly population.
There no longer can le any dispute that private enterprise can extend insurance protection to a large majority of our elderly. This insurance coverage
on a broad scale is attributable in large part to the experimentation and
int ovation by insurance crompanies and other private agencies. These inno
nations have been made not only in marketing techniques but also in the
variety of specific protection made available through such programs.
The mass enrollment of persons 65 and over is a new marketing device
which has been used successfully by two well-known companies and by the
American Association of Retired Persons. The same technique has also been
employed In certain States by associations of insurance companies, enabling
the participating companies to pool their resources and thus provide low-cost,
comprehensive individual health Insurance policies to State residents.
This areawide technique is in operation in seven States, including North
Carolina, Massachusetts, Texas, California, Connecticut, and New York.
Enabling legislation has been passed in eight others-Maine, Michigan, Mississippi, Nevada, New Mexico, New Hampshire, Oregon, and Washington.
Another innovation will contribute materially to future growth of health
insurance protection for the aged. This is the provision in most group policies
now being written or modernized which enables a worker with health insurance to carry this protection into retirement. A recent study by the Health
Insurance Institute shows that in new group policies:
"Four out of every five employees have the right to retain their health insurance protection upon retirement, either by conversion to an individual policy
or by continuation under a group policy." 1
This year, the national chamber conducted a survey of Its 32,000 member
firms to determine the extent to which their employees may continue their
health insurance protection when they retire. We received returns from more
than 25 percent of these firms of varying sizes, and found that more than 9
out of 10 of them had health insurance in force for their employees. Threefourths of tnese plans contained a provision whereby the employee could continue this protection on retirement. Of the remaining firms without this provision, about one-third said they were carefully examining various proposals
for extending this opportunity to their employees.
The health insurance industry is also offering a variety of polices-not only
hospital insurance, but also protection for surgical, regular medical, and major
medical expense. Adequate insurance protection, already a fact for the
younger population, is becoming more readily available to .the aged.
Another factor in the rapid growth of health insurance coverage has been
the rising income position of the elderly. The median income of aged families
was $3,204 in 1962, as compared with $1,956 for their counterparts in 1951.
This trend of rising money incomes has also been true for the nonmarried
elderly, both men and women.
In part, the much better income position in 1962 was the result of various
amendments to social security. Congress has increased monthly benefits four
times during the past 12 years.
In substantial part, the better income position of today's elderly is explained
by the fact that millions of "newcomers" have joined the elderly population.
Many of these newcomers-people becoming 65--had been working regularly at
rapidly rising wages and salaries during the decade preceding retirement.
The income position of these new elderly, of course, was substantially better
than that of those who had retired many years earlier when pay levels were
lower.
See: Health Insurance Institute, "Group Health Insurance Policies Issued In 1962,"
p.26See: U.S. Bureau of
the Census, Current Population Reports, "Consumer Income," series
P-60, No. 12, table 8, p. 22; and No. 41, table 3, p. 20.
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This movement of people from the "under-65" to the "65-and-over" group is
in 1960 was about 16.6
a continuing process. For example, the aged population
8
million, and by 1970 it will be roughly 20 million. Of these 20 million, 13
million will join the aged population during the 1960's. Most of them-families
and single individuals--will enter retirement after 20 to 25 years of quite
regular employment at rising levels of pay. Thus, there is every reason to
expect that the income positions of these successive elderly populations will
progressively be higher-and likewise their ability to afford health insurance
will improve in the years ahead.
Despite the marked improvement indicated by the data on the median money
incomes of elderly people, there are many whose incomes are more modest, and
even meager. All these, however, are not without protection against the costs
of needed health care. Two million in 1962 were receiving old-age assistance.
Through the vendor payments part of this program they have health care
protection. Another million 4 were elderly people receiving veterans' compensation or pensions, and they have their health needs all met.
Some elderly are able to get along on their own incomes and resources so
long as they are in good health. However, if they are faced with a costly
illness, they may not be able to pay for all needed health care. Just how
many elderly couples and single individuals have such modest incomes and
resources is not known. For such people, Congress established in 1960 a new
program (Kerr-Mills) of Federal grant-in-aid to the States, known as medical
assistance for the aged. This Kerr-Mills program had been set up in 28 States
by the end of 1903, and 8 more will be in operation by the close of this year.
It is most significant that, with a substantially bigger aged population in
1962 than in 1952, a much larger proportion of the elderly in 1962 had protection against health care costs under private health insurance or through one
of these three public programs.
The estimates below' show that 15.4 million persons-approximately 90 percent of the elderly in 1962-had health care protection through these four
programs, as compared with only 4.5 million, or 35 percent of the 1952 elderly
population.
3 See: U.S. Department of Iealth, Education, and Welfare, "Illustrated U.S. Population
Projections," actuarial study No. 46, May 1957. table 9-V, p. 29.

4 See : Hearings, "Operation of Non-Service-Connected Pension Program," House Veterans'
Affairs Committee, 87th Cong.. 2d sess., p. 2638.
6 The data for 1952 and 1962 were obtained from various sources. The figures for health
Insurance coverage of the elderly are from : The Health Insurance Association of America,
"Financing Health Care for the Aged," a release dated Oct. 28, 1903.
For old-age assistance, the data are for the number of cases receiving monthly payments
in those States which had vendor payments programs. For 1952, the January 1953 caseload data were the first available, and include the caseloads for Connecticut, Hawaii,
Illinois,

Indiana,

Massachusetts,

North Carolina, and Rhode Island.

Minnesota,

New

Iampshire, New

Mexico,

New York,

By 1962. all 50 States had vendor payment programs

in connection with ol-age assistance, anti thus, OAA recipients had health-ca,'e protection.

The OAA caseloads in Texas and Colorado were eliminated, since they are included in the
fiures for private insurance coverage. See : U.S. Department of Health, Education, and
Welfare, "Social Security Bulletin," Annual Statistical Supplement, 1961, table 133, p. 107

and "Social Security Bulletin," May 1963. table 7. p. 36.

For veterans, the data include the number of World War I veterans receiving either
compensation or pensions. As of June 30, 1962. there were about 2.5 million living World
War I veterans in civilian life. Of this total, approximately 147,000 had service-connected
disabilities and( were receiving coml)ensation. Their average age was 68 years. Another
1.006.533 veterans luad nonservice incurred disabilities and were receiving pensions. More
than 90 percent of the pensioner group are 65 years of age and over. The remaining 1.3
million World War I veterans are not receiving either type of benefit. They were not
included in this table. However, those who could not afford needed health care cold also
receive it through the Veterans' Administration : See: Iearlings, "Operation on Non-ServiceConnected Pension Program." House Veterans' Affairs Committee, 87th Cong., 2d sess.,
p. 2638.
For medical assistance for the aged, the data are from the 1965 Federal budget estimate
of 338.000 individuals who received care sometime during fiscal 1963. This figure was
xpanded by six to allow for the other aged who had tie protection through AMAA had
they needed care during that period. See: "Appendix to the Budget of the United States,"
for fiscal year ending June 30. 1965. p. '462.
The projections for 1970 were developed as follows:
HIealth insurance coverage was estimated at 68 percent of the aged. This percentage
was the low estimate given by tle witness for the Health Insurance Association of America
in testimony before the House Ways and Means Committee on Nov. 22, 1963.
Veterans benefits is a rough estimate making allowance for a slight decline in aged
population in 1970 as compared with 1962.
1(1-age assistance was projected on basis of the present decline in the caseload averaging
50.000 per year.
Medical assistance for the aged was projected on the basis of experience for fiscal 1963.
In addition, we assumed all 50 States will have such programs by 1970.
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Aged with protection against health care costs in 1952, 1962, and estimated for
1970
(In millions of persons 65 and over]
1952
Protection through:

Health insurance ---------------------------------------Veterans benefits ---------------------------------------

1962
3.4
.6

10.3
1.1

13.6
.9

2.0
2.0

1.6
4.1

- 4.5

15.4

20.2

13.0

17.

2

Old.age assistance --------------------------------------.5
Medical assistance for tie aged ----------------------------------------

Total -----------------------------------------------Other aged without protection under theso programs -----Total aged population

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

1970

8.5

1.9

The figures also show that in 1962 less than 2 million elderly were without
health care protection under these plans, as compared with 8.5 million of the
1952 elderly population.
Looking forward to 1970, the projections Indicate that virtually the entire
elderly population will have protection against health care costs through private
voluntary plans or through the three major public programs. It would thus
appear we are approaching the end of a transition period In providing protection for our elderly people through a combination of private and public
programs.
We had a similar transition between 19,10 and 1960 in providing health care
protection for those under 65--a much larger part of our total population-and
no one today seriously contends we need a Federal compulsory program for
those under 65.
This experience demonstrates that we do not need social security medicare
for the elderly established in perpetuity to deal with this transitional
situation.
Disadvantage of medicare
The evidence is clear that if a very small medicare program is established
In social security, it will be expanded over the years-in amount of care
as well as the range of different kinds of care. Moreover, there is good
reason to expect that such protection, no matter how modest Initially, would not
be restricted to elderly beneficiaries.
However, there is a serious and fundamental disadvantage in medicare.
This disadvantage to beneficiaries, and to all social security taxpayers-workers
and employers-arises out of the fact that hospital costs have been rising
rapidly in recent years and are expected to continue to rise. In consequence,
any medicare proposal will cost more than initially anticipated. For example,
the first niedicare bill introduced by Congressman Forand in 1957 provided for
an Increase in the combined social security tax rate of one-half of 1 percent.
The social security chief actuary informed the Ways aind Means Committee
last November that, in the light of subsequent experience, the cost of this prograin would now be 50 percent higher (making no allowance for amendments
In 1958. 1960, and 1961) .
The chief actuary further told the committee if allowance is made for
su, sequent changes in social security, the cost of this original medicare proposal would be about 100 percent greater.
Turning to the original Kennedy-Anderson bill of 1900, the chief actuary
admitted to the Ways and Means Committee that today-less than 4 years
later-that program would be 30 percent underfinanced.,
If H.R. 3920 (the King-Anderson bill) should be adopted as drafted less than
2 years ago, a combined tax rate of 1 percent would be needed-rather than
one-half of 1 percent as provided in the bill.8
"See hearings. "Medical Care for the Aged," House Ways and Means Committee, 88th
Cona., 1st and 2d sess., pt. 1, p. 141.
'Th same, pp. 141-142.
8 The same, p. 145.
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Obviously, if any commitment is now made for social security to pay for
selected health care services, and the costs of these services continue to rise
as expected, social security beneficiaries and all social security taxpayersworkers and employers-will be compelled to make a choice from a number of
unhappy alternatives. These choices are:
1. The taxl)aying workers and employers would have to pay more social
security taxes. It is now generally recognized, however, that there are
limits to the willingness of workers to be taxed more. A combined tax
rate of 10 percent on employees and on employers is generally regarded
as a ceiling. For various reasons, the ceiling on the amount of earnings
which may be taxed is not an unlimited one either. Many workers look
forward to the time when they will have some of their earnings tax-free-that is, social security tax-free. Most of them have real, urgent family
needs and wants that have a greater priority to them.
2. Should workers and employers be unwilling to pay still more in taxes
to finance rising costs of medicare, the beneficiaries might find that the
medicare protection had to be reduced-either the number of days stay
In the hospital would be reduced, or larger deductibles would be initiated.
3. As an alternative, beneficiaries might find their cash benefits reduced
in order to continue the same level of medicare protection.
4. To avoid any of these courses of action, Congress might conceivably
atteml)t to control the costs of hospital services. Experience with price
control during World War II showed the price line for many commodities
and services could be held reasonably well-but only at the expense of
quality. If this course of action were chosen, all would find the quality of
health care services declining-and that is out of the question.
5. A last choice might be for Congress to finance the rising cost of
medicare protection by drafts on the general funds of the Treasury. This
would involve using "means test" money, and there is no place in social
security for the means test.
Perhaps these choices explain an observation by the chairman of the House
Ways and Means Committee when he said:
"* * * I would not think that the Congress would be justified in launching
a new program [medicare] knowing as we launched it that the tax that we
are providing for that program will not be sufficient but that we face the
inevitable situation of having to raise that taw in the future."
[Italic supplied.]
The advantage of social security benefits in cash
There are inherent advantages to providing protection solely through the
cash benefits )rangement.
These are advantages not only to Congress, but
most especially to the beneficiaries on the one hand, and to the taxpayer
workers and employers on the other.
When Congress makes commitments for cash benefits, the benefit costs and
the tax burden can be estimated with reasonable reliability. All covered
workers and employers thus can know what their tax liabilities are likely to
be for the next few years.
Should Congress consider changes in social security, workers and employers
would have the opportunity to decide whether they would be willing to pay
more in social security taxes.
There is another advantageous feature in the cash benefits protection arrangement. This is the safety factor built into the system by the method
employed in projecting benefit costs and in determining the needed tax rates
and taxable wage base. By this method, when levels of pay advance, those
whose earnings are below the taxable wage base ceiling-$4,800 today-will
pay more In social security taxes. So will the employers. Hence, social security tax receipts rise.
Likewise, benefit costs will be higher In the long run-in consequence of the
higher average monthly earnings of these workers. But, owing to the weighting
in the benefit formula, the added tax revenues will exceed the increase in
benefit costs.
This safety factor thus provides a cushion-in the event that subsequent
experience should result in unanticipated cost Increases. The net effect Is
9 The same, p. 146.
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that covered workers and employers can have more assurance about their
future liabilities for social security taxes than would be possible under any
medicare arrangement.
In conclusion, we urge Congress to reject all medicare proposals and thus
protect all social security taxpayers against "the inevitable situation of having
to raise that tax in the future," and also protect all beneficiaries against any
possibility of reduction in social security protection. This reaffirmation of the
superiority of social security protection in form of benefits in cash will help
preserve for every beneficiary his freedom and right to make all his own
decisions.

The CIIIR3rAN. Thank you very much, sir. Any questions?
Thank you.
Mr. William C. Fitch was scheduled to testify today in behalf of
the American Association of Retired Persons and National Retired
Teachers Association. Unfortunately he was called out of town but
his prepared statement is inserted in the record in lieu of testifying
in person.
(The statement of Mr. Fitch follows:)
STATEMENT OF WILLIAM C. FITCH, EXECUTIVE DIRECTOR, AMERICAN ASSOCIATION
OF RETIRED PERSONS, NATIONAL RETIRED TEACHERS ASSOCIATION
On behalf of the 850,000 members of the National Retired Teachers Association and American Association of Retired Persons, I appreciate this opportunity
to present the views of our nonprofit, nonpartisan organizations on social
security bill H.R. 11865 and related amendments.
Purpose
We are in accord with the expressed purpose of H.R. 11865 to improve
the benefit and coverage provisions and the financial structure of the Federal
old-age, survivors, and disability insurance (OASDI) system. However, we are
deeply concerned that the legislation under consideration has omitted or only
partially deals with areas of vital importance to the Nation's older citizens.
Benefit increases
Our members are all too well aware that the last across-the-board adjustment in social security insurance benefits and the last adjustment in the
amount of annual earnings that is taxed and credited toward benefits were
enacted in 1958. This in itself is one of the major complaints of the older
American, that the present social security system does not recognize the
changes in the economy and usually 4 or more years may elapse before the benefit is adjusted to bring it somewhere within the cost-of-living increase. This
does not compensate for the hardship of the diminishing dollar value of the
benefit during the interim periods.
A 5-percent increase in the insurance payment benefits for all persons now
on the rolls or for future beneficiaries appears minimal to say the least. It is
doubtful that this percentage fully represents the cost of living increase since
1958. In terms of additional dollars for most, it falls short of an increase that
might have been used to pay a health insurance premium under an insurance
option on a voluntary health insurance program.
To make the increase in the benefit more practical and meaningful, it
would seem that a 5-percent Increase or a flat $5 increase across the board
would provide the financial basis for a realistic health insurance option
through social security.
The $5,400 earning base is reasonable but should also be raised to a level
that will support a 5-percent or $5 increase in benefits.
O(hild's insurancebenefits
Payment of child's benefits until the child reaches age 22 as a full-time
student after age 18 is a much-needed amendment and will make it possible
for children to continue their education without placing a further burden on
the widow who cannot qualify for benefits until age 60 or 62.
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Beneft8 for widows
Reduced benefit payments to widows at age 60 will help to overcome one of
the major gaps in the insurance program.
Payment of benefits to cerain aged persons
The recommendation that special insured status provisions be adopted under
a "transitional Insured status" creates a further injustice for those individuals
over age 72 who were too old to qualify for even three-quarters of coverage.
These individuals retired before the social security program went Into effect
or before their positions were covered under the law.
In no sense can the benefits based on "transitional coverage" be considered
wage related. To also qualify wives and widows under this provision and to
deny others who are equally in need of the benefits Is to penalize a very
deserving though diminishing number of older Americans.
We would urge that minimum insurance benefits be extended to all persons
72 years of age or older without attempting to create an impression of "qualifying" under a wage-related formula that in truth has no valid basis.
Actuarial estimates have shown that to extend the coverage to all persons over age 72, paying from the general fund over a period of time actually
shows a saving and places the payments In a category that can be justified.
It would give fair and equal treatment to a group that has already been
denied a decent retirement income because they were too old to render service
under the system and who have struggled to maintain their independence and
dignity in a period of inerased costs of living, and spiraling medical expenses.
The failure to include these individuals In the provisions of H.R. 11865 Is indeed a grave weakness that might easily be overcome by a recognition of all
the equities involved.
Earning limitations
In spite of the fact that more than 70 Members of Congress have introduced bills to increase the amount of earning permitted without loss of benefits,
H.R. 11865 makes no reference to this problem. This is difficult to understand.
In an attempt throughout the bill to recognize the changes in the economy, it
would seem reasonable and feasible to raise the present limitation on earnings
to $2,400 a year without loss of insurance benefits.
This would create an incentive for older persons to continue to contribute
to the national economy as well as make a more satisfying life for themselves and for their families.
This increase would help to offset an inequity that has been a part of
the Social Security Act from the beginning. The discrepancy denies insurance
benefits to workers in employment covered by the law, but permits unlimited interest or dividend income without reduction in benefits to others. This discrimination should be eliminated.
Health,and hospital insurance
Medical or hospitalization insurance for the elderly is inevitable and desirable. It is no longer a question of whether but how to enact legislation that
does not deprive the Individual of his right of free choice or place an undue
burden on the economy.
The policy of our associations over the years has been consistent and positive.
Before the platform committees of both parties in 1960 we called for a
medical care program within the reach of retirement incomes, available as a
matter of right on a voluntary, not a compulsory, basis.
Delivered before the Republican resolutions committee last month in San
Francisco, and scheduled for presentation next week before the Democratic
platform committee is the resolution of our associations "favoring health care
for the aging and the aged available on a voluntary basis to all persons 62
years of age or older." This resolution was unanimously endorsed at the
biennial conventions of both of our associations held in June of this year.
In hearings before the House Committee on Ways and Means in July 1961,
considering H.R. 4222, we testified in favor of the bill with two modifications:
(1) The elimination of the compulsory feature and (2) extending the provision to older persons not currently covered by social security.
Health legislation that provides an option to the individual, through acceptance of a health plan or its cash equivalent, would be endorsed by our associations if the option were a fair choice.
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Under the present proposal to increase social security by 5 percent, the additional amount for most of the beneficiaries would be so small that accepting a
Federal iealth plan could be the only practical choice. That is why we favor
an across-the-board dollar increase in an amount that could cover the premium
for private health insurance.
In reply to those who question whether an increase in the amount of social
security or health insurance is the more important, we would repeat that the
two need not be separate. The increase should be large enough to pay a
health insurance I)remium, either public or private, and offered as an option
at the time of filing for social security benefits.
We believe this is a satisfactory alternative to millions of persons who
resist the compulsory Government principle inherent In previous proposals.
We would encourage favorable action before Congress adjourns on the option
or voluntary approach to health care for the aged.

(At the request of the
the record:)

chairman,

the following are made a part of

STATEMENT ON BEIUAIF OF .1EMnBEa STATE CIIAMBERS OF THE COUNCIL OF STATE
CHAMBERS OF COMMERCE

This statement is inade on behalf of the 25 member State chambers in the
Council of State Chambers of Commerce that are listed at the end of the
statement.
We appreciate this opportunity to submit our views on H.R. 11865 to your
committee, mnd particularly so since no hearings on the bill were held by the
house Ways and Means Committee. We think it is unfortunate that this bill is
before you for consideration during a national election year. and when time is
so short in this session. Rather than consider the bill at this time we would
suggest that you defer action until next year.
The organizations for which this statement is made are opposed to the enactment of H.R. 11865 in its present form. If Congress is determined, however,
to enact a bill this year, we strongly urge you to amend H.R. 11865 with
respect to its financing provisions as recommended herein.
These organizations also are unalterably opposed to the creation of a new
Federal program of health care benefits in conjunction with the OASDI prograin or otherwise, whether or not participation in such a new program is to be
on a voluntary basis.
FINANCING PROVISIONS OF u.R. 11865

The financing provisions of H.R. 11865, as approved by the House July 29,
are intended to pay the cost of the additional benefits provided in the bill and to
improve the actuarial status of the trust fund. These provisions would raise
the taxable wage base from $4,800 to $5.400 and would revise the existing
tax rate schedule for both employee and employer as follows: For 1965 the tax
rate would be increased from the existing rate of 3.625 percent to 3.8 percent.
But the rate would be decreased from the scheduled rate of 4.125 percent for
1966 and 1067 to 4 percent for those years. The rate would also be reduced
for 1968 through 1970 from 4.625 percent to 4.5 percent. Finally, for 1971
and later it would be increased from the scheduled 4.625 percent to 4.8 percent.
These provisions constitute a marked shift toward further progression in
the OASDI tax. If enacted, they would have the effect, over the next 8 years
(1965-72), of saddling covered workers who earn more than $4,800 a year with
all the costs of the added benefits in the bill and a larger share of the cost
of existing benefits than under present law. We question the equity of this
shift in the OA SDI tax burden.
Except for the Increase in the tax rate for 1965, H.R. 11865 will roll the
existing rate schedule back to approximately that of the 1958 law for the
years 1966 through 1970. The effect of this rollback is to provide a tax
rate In each of the years 1966 through 1970 of one-eighth percent less on employee and employer than Is provided under existing law.
Under the financing provisions in the bill, a covered worker would have to
earn $4,814 a year over the next 8 years to have his OASDI tax liability equal
what it would be under existing law. Over the same period, those workers
earning more than $4,814 a year would have their tax liabilities Increased.
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For example, the worker earning $5,400 a year during these 8 years would
pay over 12 percent more in OASDI taxes than he would under existing law.
Social Security Administration records indicate that 70 percent of all wage
and salary workers in covered employment earned less than $4,800 in 1962, the
most recent date for which information is available. Thus, if H.R. 11865 is
enacted, it will result in Congress having provided additional benefits and, at
the same time, having reduced the OASDI tax burden on a substantial majority
of covered workers for the next 8 years.
We urge you to reject the proposal to expand the taxable wage base to $5,400.
To the extent that benefits are to be increased, we recommend that you finance
those changes through increases In the tax rates. This certainly would be
more equitable and proper than an expansion of the taxable wage base.
MEDICAL CARE FOR TIE AGED

During the House Ways and Means Committee hearings earlier this year on
H.R. 3920, the "Hospital Insurance Act of 1963," we presented testimony
strongly opposing enactment of that bill or any similar proposal for old age
health care where control is vested in the Federal Government. We have not
changed our views with respect to such legislation.
And our opposition to a program of this type also extends to the administration's alternative proposal which has been reported in the news media as one
that would permit the aged to choose either the increased cash benefits of H.R.
11865 or a part of the increased benefits in cash and the balance in the form of
hospitalization. We view this alternative program as a "foot in the door"
proposal which would result eventually in a full-blown national health care
program.
To this statement we are attaching a copy of our testimony of last January 22
to the House Ways and Means Committee with respect to II.R. 3920. Briefly,
the testimony sets forth factual information establishing that private health
insurance, the Kerr-Mills Act of 1960 and other existing programs either do or
can provide adequate health care protection for the aged. Our testimony recognized that the extent of benefits and the eligibility rules under the Kerr-Mills
Act may need to be adjusted in some jurisdictions. It also expressed the
belief that the Kerr-Mills program could be made more fully operative If the
administration, through the Secretary of Health, Education, and Welfare.
showed the same enthusiasm for Kerr-Mills that it has for an OASD1-flnanced
health care program.
We urge you to reject all efforts to attach a health care program to the
provisions of H.R. 11865. Instead, we suggest that Congress reaffirm time priciples of the Kerr-Mills Act.
The chamber of commerce organizations endorsing this statement are:
Alabama State Chamber of Commerce.
Arkansas State Chamber of Commerce.
Connecticut State Chamber of Commerce.
Delaware State Chamber of Commerce.
Florida State Chamber of Commerce.
Georgia State Chamber of Commerce.
Idaho State Chamber of Commerce.
Indiana State Chamber of Commerce.
Kansas State Chamber of Commerce.
Kentucky Chamber of Commerce.
Maine State Chamber of Commerce.
Michigan State Chamber of Commerce.
Mississippi State Chamber of Commerce.
Missouri State Chamber of Commerce.
Montana Chamber of Commerce.
New Jersey State Chamber of Commerce.
Empire State Chamber of Commerce (New York).
Ohio Chamber of Commerce.
Pennsylvania State Chamber of Commerce.
South Carolina State Chamber of Commerce.
Greater South Dakota Association.
Lower Rio Grande Valley Chamber of Commerce (Texas).
West Virginia Chamber of Commerce.
Wisconsin State Chamber of Commerce.
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STATEMENT OF LESLIE J. DiiKovics ON BEHALF OF 'MEMBER STATE CHAMBERS
THE COUNCIL OF STATE CHAMBERS OF COMMERCE

OF

My name is Leslie J. Dikovics. I am assistant controller of Walter Kidde &
Co., Belleville, N.J. I am chairman of the Social Security Committee of the
New Jersey State Chamber of Commerce and a member of the Social Security
Committee of the Council of State Chambers of Commerce. I appear before
you on behalf of the 32 State chamber organizations listed at the end of my
statement.
The organizations for which I speak are vigorously opposed to the creation
of a new federally controlled program of health care benefits in conjunction
with the OASDI program. Consistent with our position we oppose the enactment of H.R. 3920 or any similar proposal for old-age health care where control
is vested in the Federal Government.
Let me emphasize at this point that the organizations on whose behalf I am
speaking today believe that adequate health care should be available to all
the aged. This Is a sound and desirable goal which we believe Is accepted by
everyone. Thus It seems to us that the differences in viewpoint revolve about
the best method or methods of attaining that generally accepted goal.
We believe that the Congress in 1960 provided the best public means to
supplement private efforts toward that end when it enacted the Kerr-Mills
bill. On the other hand, we are more than ever convinced that a drastic
modification of the social security system is neither necessary nor desirable
to assure reasonable health care protection for the aged.
The American system of voluntary health insurance has done and is doing
much to reduce the health care cost problem for millions of our aged citizens.
According to a July 1963 report of the Health Insurance Association of America,
60 percent of the 17.2 million aged, or 10.3 million persons, are covered by
private health insurance. And this coverage will continue to grow.
Several million additional aged persons are provided medical assistance by
means other than Insurance. These include the Federal-State old-age assistance program veterans health programs, and the growing Federal-State programs under the Kerr-Mills Act.
HERR-MILLS ACT, THE ANSWER TO THE PRIMARY PROBLEM

When the medical assistance for the aged program (Kerr-Mills) became
effective in October 1960, five States had authorized participation in the program and, in fact, began making payments for medical care in November 1960.
According to the Department of Health, Education, and Welfare, there are
at present 28 States and 4 other jurisdictions in which the MAA program Is in
effect. Ten additional States have authorized participation but have not yet
begun making medical care payments. For one reason or another, the remaining 12 States have not adopted the MAA program to date.
Thus, there are 42 States and other jurisdictions, with 81 percent of our
total aged population, which are already participating in the MAA program
or will be doing so soon.
To give the committee some idea of the growth of the MAA program, there
were 12,791 claimants who received benefits of $2,441,000 in November 1960, the
first month in which the program was operative. In November 1961 there were
71.650 claimants who received $15,051,000. That represents an increase of 460
percent in claimants and 517 percent in benefits paid over November 1960. In
November 1962, 111,828 claimants received $22,712,000 in benefits, or an Increase
over November 1961 of 56 percent in claimants and 51 percent in benefits. For
June 1963 claimants totaled 136,393 and they received benefits of $26,612,000.
These figures represent increases over November 1962 of 22 percent in claimants and 17 percent in benefits.
On an annual basis, there were 280.000 persons in fiscal 1962 who received
medical assistance for the aged under the MAA program, as distinguished from
the old-age assistance program. That number rose to an estimated 421,800 persons in 1963 and Is expected to rise to 523,500 In 1964. Total benefit payments
under this program in the same years were $190 million in 1962, $295 million
in 1963, and are estimated at $380 million for 1964. The source for these
figures is the appendix to the 1964 Federal budget.
One of the frequent complaints against the MAA program is that It is still
not effective in all States after 3 years of existence. This should not be too
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surprising. It is typical of the growth of many major new Federal spending
programs. A good recent example is the area redevelopment program. The
original authorization for that program for 4 years was $451 million. In spite
of the fanfare with which the program was launched and the promotion which
it has been given, the actual expenditures in the first 2 years of its operation
totaled only $38 million, or 8 percent of the 4-year authorization. The MAA
program, however, is now moving rapidly and we expect that it will continue
to grow until it fully accomplishes the purposes of the Kerr-Mills Act.
The charge is made that less than 1 percent of the aged population is benefiting from the MAA program. That charge is used by proponents of OASDIfinanced medical care to draw the conclusion that the program is Inadequate.
But the charge is based on an invalid use of arithmetic to justify a preconceived conclusion. The "less than 1 percent" allegation is the result of relating the number of persons using MAA in the single month of July 1963 to tle
total aged population of the United States.
This is a completely misleading means of relating the coverage under the
program to the scope of the problem. What are the facts?
(1) Out of the 17.2 million aged population, over 10.3 million have private
plan benefits.
(2) Another 2.3 million aged persons are eligible for benefits under the oldage assistance program.
(3) Another 1.5 million persons are otherwise provided for. They include
over 1 million veterans, medical practitioners, certain religious groups, the
well to do, etc.
Thus, there are approximately 3.1 million aged persons whose basic medical
needs are not provided for through other sources and who might be expected
to resort primarily to MAA for assistance.
An estimated 523,500 aged persons will call on MAA for assistance in the
current fiscal year according to the 1964 budget estimate. This total Is 16.8
percent of the 3.1 million who may need MAA assistance. Is this percentage of
benefit claimants low or a mark of failure? No, it Is not. Data from experience
with the private New York 05 program indicate that the claimant ratio under
MAA is closely comparable with the ratio under the New York program. A
report of the New York 65 Health Insurance Association in October 1963 stated
that of the 116.305 individuals participating in the program, 15,872 claimed
benefits in 11 months of operation. If this claimant total were projected to 12
months, the claimant figure would be 17.315. This projected total Is 14.9
percent of the number participating and compares with the 16.8 percent claimant
ratio under MAA.
The charge is also made that the administrative costs of the MAA program
are exorbitant. This charge does not stand up either. The total Federal-State
a(linistrative costs of $12.7 million for the program in 1962 were 6.7 percent of
the benefit total of $190 million. Is this an excessively high administrative
cost ratio? Actually, It Is quite close to the ratio for the comparable disability
program under OASDI. Administrative costs for that program, exclusive of
its share of general administrative costs of OASDI as a whole, were $65
aiillion in 1962 or 6.3 percent of the $1,011 million benefits paid. Moreover. the
budget estimates for 1964 indicate that the administrative cost ratio for MAA
will be better than the ratio for the OASDI disability program, with the MAA
ratio being 6.4 percent and the disability program ratio being 6.7 percent.
The MAA program has been attacked on the ground that the duration levels,
,nd types of benefits vary widely from State to State. The fact that each
State may initiate and then administer its own program within the broad common framework of the Kerr-Mills Act is, in our view, the major advantage of
AIAA. It is well known that costs of medical care and needs for providing
assistance to meet such costs vary widely in different areas of the country.
Adjustment to these varying factors can best be accomplished by the developmnt of individual State programs.
We see no merit to the charge that the MAA program is wrong because benefit
eligibility is based upon need. Historically, many private and public pr',.rams
providing assistance for a wide range of purposes have incorporated som form
of means test to determine eligibility. Some examples Include most - ivate
and public college scholarship and student loan programs, most church and
church-related assistance programs, many private foundation grants, veterans
i)onsoni and hospitalization, free school lunches, public assistance, public
housing, and most recently the Federal area redevelopment program.
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While we support the Kerr-Mills theory based on need and State control,
we recognize that the extent of the benefits and the eligibility rules in some
Jurisdictions may need to be adjusted. This, however, does not mean that the
basic approach of the Kerr-Mills program, which is now law In 38 States and
4 other jurisdictions, is wrong. We would welcome congressional reaffirmation
of the principles contained in the 1960 legislation.
We also believe that the Kerr-Mills program could be made more fully operative if the administration, through the Secretary of Health, Education, and
Welfare, showed the same enthusiasm for Kerr-Mills that it has for the KingAnderson bill.
COMMENNTS

WITH RESPECT TO

M.R. 3920

We think enactment of H.R. 3920 or any similar legislation would be a serious
mistake for the following reasons:
It would constitute the first provision for services, as distinguished from cash
benefits, under the Social Security Act. This is a sharp change in philosophy.
In effect Congress would be deciding how a part of each social security benefieiary's monthly benefit should be spent.
A federally controlled program under social security would violate and alter
the basic concept of OASDI. OASDI covers three risks-old age, death, and
total and permanent disability-that occur only once, are easily i(entitied and
involve substantial but fixed liabilities. The need for medical care can recur
Innumerable times, cannot be easily determined and the liability, therefore,
is almost without limit. Accordingly, it is patently untrue and uiusound to say
that OASDI provides a tried and true )recedent for the socialization and
federalization of medical care. It is significant that other recurring risks such
as workmen's and uneml)loynent compensation, temporary disability insurance
and medical care under categorical assistance programs are provided under
State programs rather than a federally controlled program. Also, in connection with recurring risks of medical care there is a vast range of individual
preference as to desirable coverage and the way it is obtained. A federally
controlled program would stifle such individual preferences.
A federally controlled program has been advocated on the ground that the
cost of health services contemiplated are modest, predictable, and controllable.
The initial benefits suggested under 11.R. 3920 are modest-understandably
so--because the immediate objective is to establish such a program. In
fact, after it was demonstrated in 1959 that the costs of the principal medical
care bill of that year, H.R. 4700, would materially exceed the revenues from
increasing the social security tax by one-half percent of covered payrolls, the
proponents of the legislation were willing to diminish the benefits in order to
more nearly match costs with revenues from the one-half percent of payrolls
tax increase. This reduction of benefits appeared in 1I.R. 4222 in 1961 and
again in 11.1. 392(0 in 1963. But even with their diminished benefits II.R. 4222
and H.R. 3920 called for increased OASI)I tax revenues, not by increasing the
rate more than one-half percent of payrolls but by increasing the wage base
to $5,000 in H.R. 4222 and then to $5,200 in H.R. 3920.
It is understandable that proponents of OASDI-financed medical care have
been willing to amend their proposals to make the initial costs as low as
possible because, once the program were enacted, it could be easily expanded.
)espite the diminished benefits an(1 increased OASDI tax revenues provided
in II.R. 3920, it is still highly questionable whether costs of the program could
Ie financed by the new tax once the program got underway. Competent
actuaries in the insurance industry believe that both the initial full-year costs
and the longer range costs of I.11. 3920 would substantially exceed the proponents' estimates.
It must also be recognized that the proponents' $1.6 billion estimate for
the first full year (1966) cost of 1I-..
3920 relates only to institutional-type
care; that is, primarily care provided in hospital and hospital-related nursing
facilities. Accordingly, the cost estimates relate only to a portion of the full
medical care costs which an aged person might incur and which can now be
provided by MAA.
If H.R. 3920 should actually provide the full range of medical services that
ninny of the aged believe it would provide, its costs would be about four times
Its stated cost. In other words, the $1.6 billion 1066 cost which has been
attributed to IT.R. 3920 by its proponents would in fact be about $0.4 billion.
Likewise, the insurance company actuaries' far higher cost estimates of the
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benefits provided by this bill would have to be multiplied by 4 to show the
cost of the full range of services many believe it would provide.
We do not consider it idle speculation to project the costs of the limited
benefits In H.R. 3920 to determine the probable costs of complete medical and
hospital services for the aged. We are convinced that if this bill is enacted,
the program eventually will be expanded to cover the benefits now authorized
under MAA. As a matter of fact, many of the bill's proponents have indicated
that H.R. 3920 Is intended to be only a starting point for a more comprehensive program. They recognize that the tremendous costs of a full medical
care program would probably prevent its enactment. But, If the principle of
an OASDI medical program were once approved by Congress, it would be
comparatively easy to expand the program to attain the intended objectives.
It seems incongruous to us that the Congress might enact this legislation
in the light of all the existing facts and probabilities. There is now a broad
consensus in the Nation among economists, business leaders, and labor leaders
that the Federal tax burden has been a serious drag on the economy in recent
years. It is a consensus with which your committee agreed in writing the
tax reduction bill.
But there is one tax, OASDI, which the committee well knows is still headed
ul)ward under existing law. Even with the additional scheduled rate increases, however, there seems to be some question as to whether OASI)I tax
revenues will be adequate to meet outgo. The impovement of this situation
seems to be the principal purpose of the chairman's bill, II.R. 668S, which
would raise the taxable wage base to $5,400. The effect of this bill would, of
course, be to offset in part the relief from the present tax burden provided
by the tax reduction bill.
Enactment of II.R. 3920 would have a further contra effect to the economic
purpose of the tax reduction bill. And if its costs should materially exceed
the proponents' estimates, as many believe they would, the bill would defeat
the fiscal purpose of H.R. 6688.
As we stated earlier, adequate health care should be available for the aged.
Voluntary health insurance, the MAA State programs, and other assistance
programs now cover a substantial majority of the aged. The continuing expansion of private plans and the MAA programs, in our view, make it unnecessary and unwise to finance another medical care program in conjunction
with OASDI under Federal control.
The chamber of commerce organizations endorsing Ir. Dikovics' statement
are:

Alabama State Chamber of Commerce.
Arkansas State Chamber of Commerce.
Colorado State Chamber of Commerce.
Connecticut State Chamber of Commerce.
Delaware State Chamber of Commerce.
Florida State Chamber of Commerce.
Georgia State Chamber of Commerce.
Idaho State Chamber of Commerce.
Indiana State Chamber of Commerce.
Kansas State Chamber of Commerce.
Kentucky Chamber of Commerce.
Maine State Chamber of Commerce.
Michigan State Chamber of Commerce.
Mississippi State Chamber of Commerce.
Missouri State Chamber of Commerce.
Montana Chamber of Commerce.
New Jersey State Chamber of Commerce.
Empire State Chamber of Commerce (New York).
North Dakota State Chamber of Commerce.
Ohio Chamber of Commerce.
Oklahoma State Chamber of Commerce.
Pennsylvania State Chamber of Commerce.
South Carolina State Chamber of Commerce.
Greater South Dakota Association.
East Texas Chamber of Commerce.
South Texas Chamber of Commerce.
West Texas Chamber of Commerce.
86-453-64-18
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Lower Rio Grande Valley Chamber of Commerce (Texas).
Salt Lake City (Utah) Chamber of Commerce.
Virginia State Chamber of Commerce.
West Texas Chamber of Commerce.
West Virginia Chamber of Commerce.
Wisconsin State Chamber of Commerce.

STATEMENT OF JAMES A. MANN

FOR TIE ILLINOIS STATE CHAMBER OF COMMERCE

My name Is James A. Mann. I am personnel manager for Wyman-Gordon Co.,
Ingalls-Shepard Division, Harvey, Ill., producers of drop.forgings for the
automotive aircraft, truck and tractor industries. Currently, I am chairman
of the Social Security Committee of the Illinois State Chamber of Commerce.
This statement is presented on behalf of the Illinois State Chamber of Commerce, a statewide cvic organization with a membership of over 20,000 businessmen, representing over 8,000 individual business enterprises in Illinois. Since
1952, I have been a member of the Illinois State Chamber's Social Security Committee which Is comprised of 91 individuals, representing all types of business
in our State, ranging from the self-employed to some of the Nation's largest
corporations.
Our committee has constantly studied and reviewed matters relating to social
security, and the policies which we recommend are approved by the State
chamber's 71-member board of directors. Thus, my presentation and the viewpoints expressed in this statement, I am sure, are broadly representative of
Ilinois business.
On November 21, 1963, representing the Illinois State Chamber of Commerce,
I appeared before the Iouse Committee on Ways and Means in opposition to the
King-Anderson proposals (H.R. 3920 and S. 880) whieh would provide limited
hospital benefits for the aged under the social security program. The House
Ways an(l Means Committee, as you know, rejected proposals to provide hospital and medical care for the aged through the social security system. lather,
in favorably recommending II.R. 11865, which your committee is now considering and which expands social security and increases benefits and taxes, the
House committee recognized the actuarial deficiencies in the social security
program. Today, with the apparent need to improve the financing of social
security as indicated in H.R1. 11865, there appears more reason than ever to
reject any proposal that would place an additional tax burden on social security
taxpayers and further threaten the solvency of the system with unpredictable
future costs.
In this statement, I will not attempt to present, in great detail, reasons for
the Illinois State chamber's opposition to a medical and hospital care program
under social security. Volumes of testimony are already available to your
committee. However, I would like to point out, In general, our basic objections
to the King-Anderson proposals as I indicated in my presentation before tile
House Committee on Ways and Means. They do, I believe, apply to the various
similar proposals that are now being presented to your committee.
HOSPITAL AND MEDICAL CARE FOR AGED UNDER SOCIAL SECURITY UNNECESSARY

It Is our firm conviction that at present there are sufficient Federal and State
statutes to provide medical and hospital care for the aged who need it. Combining these Federal-State programs with voluntary Insurance coverage precludes the
need for a compulsory system under social security.
Kcrr-Mills-Publioassistance
The Illinois State Chamber of Commerce urges the continued improvement and
expansion of the Kerr-Mills program, public law 86-788, which became effective
on October 1, 1960. This program provides an essential working partnership
between local, State, and Federal Governments to provide help to all who need
help and It has had a remarkable degree of success where it hs been given a
chance to operate. However, It Is disturbing to us to note an apparent laxity
on the part of the Federal administration to encourage implementation of this
program to the fullest extent. We suggest that the Federal administration encourage the development of this program in all States and expansion of the services provided In these programs. Tile experience of some 40 States that are providing medical assistance under Kerr-Mills will encourage expansion of this
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program and It can be safely expected that the States will continually improve
Ill match the need
its operation by developing eligibility rules and benefits that NN
of older people.
This program which provides local administration, local determination of
benefits, and local designation of eligible beneficiaries places administration with
those who are most familiar with local conditions and local needs and gives
greater assurance that medical care will be provided for those financially unable
to pay for it themselves.
As an example, let me refer you to Illinois. Here, the State chamber has encouraged the development of the Kerr-Mills program. The Illinois law provides
for medical services that correspond to the full spectrum authorized under the
Kerr-Mills law. The department of public aid is to determine which of these
services will be provided. At present the department has authorized the followlng services: (1) Hospital care, (2) care by a physician during hospitalization,
(3) care by a physician for 30 days after the patient's release from the hospital,
and (4) necessary drugs for 30 days after the patient's release from the hospital,
(5) 90 days of convalescent care or rehabilitative treatment in a nursing home,
if necessary after release from the hospital, with continued payment of drugs
and physician's services as needed. These services, as you can see, exceed those
provided in the King-Anderson proposals.
For the current biennium ending June 30, 1965, the Illinois General Assembly
approved $20.8 million to cover anticipated medical needs of the aged under the
Kerr-Mills program. In addition, it is estimated that nearly $60 million will be
paid for medical costs of old-age recipients under the Federal-State old-age assistance program. Improvements can be made in this program but it is questionable
what will happen If a similar program under Social Security is enacted.
Voluntaryl insurance
No doubt your committee will receive conflicting testimony on the extent to
which our elderly are now covered by health insurance. It is not my intention to
enter into this battle of national statistics. It is undeniable, however, that
private insurance has made tremendous progress in providing protection to the
aged. In 1952, a Social Security Administration study reported that 3.4 million
persons over age 65 had health insurance. This was 26 percent of the noninstitutionalized aged. In 1962, the Health Insurance Association of America reported
that 60 percent of noninstitutionalized persons over 05 were so insured.
Without question, increasing numbers of self-reliant Americans are choosing
voluntary self-protection as opposed to compulsion under a Government program. This protection for the aged Is provided in a number of ways-through
individual policies, extension of Blue Cross-Blue Shield plans, group insurance
plans and Individual employer plans, many of which have come about through
the colleetlve-barga Ining process between unions and management. Under these
programs, indivhltals and groups of Individuals can determine the types of
policies they wish to buy, the benefits they desire, and the premiums they can
afford. This growth and expansion under private enterprise clearly indicates
the lack of need for further Federal legislation such as the proposed KingAnderson bills-legisIation that would disrupt and confuse present plans and
most certainly discourage their further expansion.
I have mentioned the growth of Individual employer plans where, through
collective bargaining, specific plans particularly suited to the employer and employee have been developed. At present there are many Illinois-based firms providing both hospital and medical care protection for their retired workers and
many new plans are being developed every day. I am sure this Illinois experience
is representative of the Nation as a whole. Here is an area which I sincerely
believe deserves your committee's deep concern. You, I am sure, will want to
encourage the continued growth of this type of hospital and medical care protection for retired workers rather than discourage it with passage of legislation
compelling what in many instances would be less favorable protection under the
social security system.
As an example of -what is occurring in this field, may I relate what has happened in my own company?
Through the process of collective bargaining with three international nionsnamely, the International Association of Machinists, the International Brotherhood of Electrical Workers. and the International P,rotherhood of Boilermakersretired employees and participants of the Wyman-Gordon benefit plan, a voluntary plan, are provided with 365 (lays of Blue Cross protection, $375 maxinium
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Blue Shield, and major medical expense benefits for the duration of their retirement at no cost to the pensioner. The same coverage is provided, at no cost, to
the dependents of pensioners. At the death of the pensioner, Blue Cross-Blue
Shield and major medical benefits are provided the spouse until her death or remarriage, and again at no cost. In addition, group life insurance is provided the
pensioner at no cost to him.
Pensioners of the Employees' Independent Union are provided 120 days Blue
Cross, $375 maximum Blue Shield, and major medical coverage at no cost to
them. That same coverage is extended to dependents of the pensioner at no
cost to the pensioner.
Pensioners of our fifth union, the International Die Sinkers Conference, are
provided with 120 days Blue Cross and $375 maximum Blue Shield coverage
at no cost to them. These same benefits are extended to dependents of the
pensioner, and again at no cost to the pensioner.
Identical coverages are also provided nonunion employees, retiring rnder our
retirement program.
COSTS

AND

TAXES

Social security should not be considered an insurance program. Essentially,
it is a tax program wherein today's workers pay for the benefits of today's retired workers. Increasing this tax to provide the limited hospital benefits your
commit tee is considering would place a new and onerous burden on already overburdened taxpaying workers, workers who have homes to buy, automobiles to
pay for, children to educate, along with real estate, sales and income taxes to
pay. It is indeed surprising and alarming to us that serious consideration is
being given to legislation that would place an additional tax burden on the
working population after our Government in the interests of spuring our economny and inereising purchasing power recently enacted an income tax reduction.
IT.R. 11865, alone, will about cancel out the decrease in income taxes most
employees are to receive in 1965. For example, the present law calls for a social
security taix of $174 for the worker who earns $5,400 in 1965. H.R. 11865 will
increase that tax to $205.20. Of course, the employer will pay a like amount and
the self-employed tax will be increased from $259.20 to $307.80. It should also
be pointed out that under this bill, a worker earning $5,400 in 1971 will pay
$2)59.20 in social security taxes compared to a presently scheduled tax of $222.
This. by the way, represents about a 17 percent increase in taxes, for which the
individual is promised a 5-percent increase in benefits.
To impose an additional social security tax for hospital care might well
jeopardize the entire social security system. Will not these workers begin
to ask the question, "Who's getting the benefits?" Will they not rebel when
they realize that thousands of individuals well able to provide this care for themselves will be the beneficiaries of their tax dollars?
Experience with social security here and abroad shows that costs are invariably underestimated. The costs of medical and hospital care under the
social security program are almost impossible to predict and could rise to staggering proportions, When Great Britain began Its medical care program, costs
were estimated at $475 million a year. But for 1959, the costs had soared to over
$2 billion annually.
Proposals before your committee would provide only limited hospital care. It
Is estimated that the King-Anderson bills would pay about 25 percent of the
medical and hospital costs for an elderly henficiary. Even for this limited care,
it is fair to question if the costs have been forecast with any degree of accuracy.
It can be forecast that the future costs would not be confined to these limited
benefits. Once a hospial or medical care program is established, the unrelenting pressure for more and greater benefits could not be resisted. The way
would be open to expansion and extension of benefits not only to the elderly
but. to the development of a national health program to cover every man, woman,
and child in the Nation.
SUMMATION

Everyone agrees that hospital and medical care should be provided the elderly
who need it. The question is, "How shall this care be financed?" In tie
American tradition, this responsibility should first fall on the individual, then
his family, then on voluntary community agencies and finally on local, State,
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and Federal governments. In line with this philosophy, the Illinois State Clamber of Commerce urges rejection of legislation to establish a compulsory program
of hospital and medical care benefits under social security for the following
reasons: (1) This legislation is unnecessary. Such care is now available through
private health insurance plans and voluntary programs which have shown
remarkable growth in recent years and through the Federal-State public assistance and Kerr-Mills programs which provide superior protection for those who
need it. (2) This legislation is a "foot in the door" providing limited benefits
which would be expanded with a "snowballing" of costs. While the initial costs
are staggering, the unpredictable potential costs might well jeopardize the entire
social security program. The recognized limit of a 10-percent social security
tax may soon be levied (H.R. 11865 provides for a 9.6-percent combined employeremployee tax by 1971).
(3) This legislation is unfair to our working generations
who will be taxed to pay benefits for millions who do not need them. (4) Inlcusion of hospital and medical care benefits under social security would endanger
the ability of the social security system to pay higher future cash benefits that
might be required. (5) Such a mandatory program would destroy individual
initiative and would promote development of a philosophy contrary to the traditional American philosophy of letting government do only what the citizens
cannot do better for themselves.
INDrANA STATE CnA.mnEa oF COMMEnCE,
Indianapolis,Auigust 6, 196. .
Ron. HARRY FLOOD BYRD,

Chairman, Senate Finance Committee,
Washington, D.C.
DEAR SENATOR BYRD: Since H.R. 11865, the Social Security Amendments of
1964, is now in the Senate Finance Committee, I would appreciate your considering the following views of the Indiana State Chamber of Commerce concerning this bill.
The Indiana State Chamber of Commerce recognizes the need for improving the
actuarial soundness of the old-age and survivors insurance phase of the social
security program. Such improvement should be based on careful appraisal of
experience with the actual operation of the program, including the still unsolved
problems that (1) no consistent relationship exists between amounts of tax contributions of Individuals and the amounts of benefits they ultimately may receive;
(2) the program is one of sharply rising costs and a major l)ortion of costs of
pension rights being earned now is being postponed for future generations to bear,
and (3) the cost-deferment characteristic hides from public consciousness the
future cost impact of obligations being incurred currently.
H.R. 11865, the Social Security Amendments of 1964. while increasing and
extending benefits under the program, attempts to finance these provisions by
rolling the tax rate schedule back for the years 1966 through 1970 and expanding
the taxable wage base from $4,800 to $5,400. These financing provisions of the bill
would result In a substantial discrimination against these persons earning more
than $5,000 and would have the effect of making this class of workers and their
employers shoulder the costs of the 5-percent across-the-board benefit increase
and other liberalizations provided in the bill for the next 8 years. In other
words, Congress would be providing additional benefits and at the same time
reducing the taxes (which already are insufficient to meet the benefit schedule)
on more than one-half of covered workers.
The Indiana State Chamber urges that any increasing OASI costs should be
accomplished directly by commensurate tax rate increases in order to create a
clear public understanding of the cost Impact, rather than through the hidden
method of an expansion of the taxable wage base. Since under the bill all beneficiaries would get bigger benefits, needed additional financial support should be
provided by all who work, through a higher tax rate.
Cordially yours,
JOHNr V. BARNETT.

270

SOCIAL SECURITY;

MEDICAL CARE FOR AGED
GREENSBORO CHAMBER OF COMMERCE,
Greensboro, N.C., July 28, 1964.

Ion. hIARRY F. BYRD,
Wash ington, D.C.
DEAR SENATOR BYnD: Attached Is a copy of the action taken by our board o
directors and this Is low the business community feels toward medicare. W
would appreciate your efforts on behalf of the business community In seeing
that this measure is not passed.
Very truly yours,
ROBERT VIDAL,

Chairman, Congressional Action Committee.
GREENSBORO CHAMBER OF COMMMERCE,

GreC1sboro, N.C., July 20, 1961,.
RE PORT OF CONoRESSIONAL ACTION COMMITTEE
COMMITTEE ON TAX REVISION AND SPENDING CONTROL-BILL NO. I.R. 3920

Subject: Medicare.
Basic provisions
Although the House Ways and Means Committee moved to defer action on
legislation establishing health care for the aged financed by increased social
security taxes, it is believed that House passage of any legislation dealing with
social security could provide a vehicle for medicare amendments in the Senate.
Impact of bill locally
(1) The administrative expenses involved would be extremely burdensome
and would only serve to increase the already rising costs in the present socia
security program.
(2) According to statistical surveys, at the present 60 percent of the public
Is covered under private health insurance plans, and it is projected that within
a relatively short period of time, this coverage would increase beyond 90
percent. There seems every likelihood of success for programs such as VirginiaCarolina 65 Plus plan.
(3) The Kerr-Mills plan is already existent and has proven successful in
States that have adopted the plan.
(4) Evidence from other countries which have had experience with socialized
medicine in one form or another seems to indicate that the results are less than
satisfactory.
Cornoittcc recommendation
The committee recommended to the board of directors that the Greensboro
Chamber of Commerce oppose medicare. The board of directors did oppose
medicare at its July 16 meeting and asked that the committee alert the membership on this Issue, asking them to state their views to the following: Senator
Sam J. Ervin, Jr., Senate Office Building, Washington, D.C., 20025; Senator
B. Everett Jordan, Senate Office Building, Washington, D.C., 20025.
Please let your public affairs department know that you have written by
sending carbon copies or a statement of the number of letters written on this
bill.

The ChAEIRAN. The next witness is Dr. Ira Leo Schamberg, colli-

mittee on social security for physicians.
Take a seat Doctor, and proceed.
STATEMENT OF DR. IRA L. SCHAMBERG, CHAIRMAN OF THE COMMITTEE ON SOCIAL SECURITY FOR PHYSICIANS, 'PHYSICIANS
FORUM, INC.

Dr. SCIAM.BERo. Mr. Chairman, and members of the committee, my
name is Ira Leo Schamberg. I amn a physician. With me is Mrs.
Gertrud Rost, the wife of a physician in Orange, N.J. I am in the
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private practice of dermatology in Elkins Park, Pa., a suburb of
Philadelphia.
I have been in private practice since getting out of the service in
1946. I am a member of the Venereal Disease Subcommittee of the
Philadelphia County Medical Society. I was recently a member
of the legislative committee of this society, and from 1961 to 1963 I
was a delegate to the Pennsylvania State Medical Society from the
Philadelphia County Medical Society.
My statement is as follows: As chairman of the committee on social
security for physicians, which represents many thousands of doctors
from every State of the Union, I respectfully urge the Senate Finance
Committee to approve a proposed amendment to the Social Security
Act which would extend coverage to self -employed physicians.
The House Ways and Means Committee, as you know, approved
this provision, and it was subsequently adopted by the entire House,
with other amendments, by a rollcall vote of 388 to 8. I am encouraged to believe that the evidence which persuaded Members of the
House, both Democrats and Republicans, to vote so overwhelmingly
in favor of extending social security to self-employed physicians will
likewise convince this committee of the justice and wisdom of this
action.
As evidence that a majority of physicians want social security
coverage, I offer exhibit A, which gives the results of official polls
conducted by State medical societies of the American Medical Association, as well as three surveys by the Honest Ballot Association.
These reveal that social security coverage is favored by a substantial majority of doctors in 19 States and is opposed in only 8 States.
Moreover, the 19 States which registered a majority sentiment for
social security have a private practitioner physician population of approximately 87,000, slightly more than 60 percent of the physicians
in private practice in this country.
In addition, separate national polls by two independent and highly
respected medical publications-Medical Economics (October 1958)
and Medical Tribune (July 1961) show that the medical professors
favor inclusion under social security by majorities of 56 percent and
57.7 percent, respectively.
It is therefore clear that, when th6 House of Delegates of the
American Medical Association annually rejects resolutions approving
physician coverage, it does not represent the viewpoint of the Nation's practicing physicians on this issue.
The AMA has never offered any evidence to substantiate its repeated
assertion that physicians don't want social security.
Indeed, if the members of the AMA house of delegates voted in
accordance with the wishes of physicians in their State, as expressed
in official polls, a resolution favoring social security coverage would
command a clear majority.
Figures to support this statement are
A.
contained in exhibit
Repeated requests for a national pol on this issue have been made
to the AMA by the Utah, New Jersey, New York, Pennsylvania, and
other State medical societies, as well as by county medical societies and
individual members.
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These requests have been turned down by the AMA house of delegates on the grounds that a pollwould be subject to great error in that It presupposed equal knowledge on the
part of all polled-

and
It would create inflexible policy statements and would endaDger the usefulness
of the house of delegates.

There is no reason why physicians should be the only self-employed
professional group which should be excluded from social security.
Lawyers, dentists, osteopaths, bankers, and corporation executives
are included, and they and their families receive its protection and
benefits. Even in the medical profession, approximately 35 percent of
our colleagues are covered by social security by virtue of their employmnent in group practice, in the Armed Forces, or as salaried employees.
Why is only the self-employed physician subjected to discrimination? The proposed amendment to the Social Security Act, approved
by the House and now being considered by your committee, would
remedy this gross injustice to members of my profession.
(Exhibit A referred to follows:)
EXHIBIT A. RESULTS OF STATE IIEDICAL SOCIETY SOCIAL SECURITY ROLLS

States for social security (19)
State

In favor

Opposed

Number of
votes In
AMA House

of Delegates

California I-------------------------------------------------Connecticut ------------------------------------------------Delaware ----------------------------------------------------

District of Columbia ----------------.-----------------------Florida -----------------------------------------------------Maine -------------------------------------------------------

Massachusetts -----------------------------------------------

Michigan ---------------------------------------------------MissoUri 2-------------------------------------------------- -

New Jersey --------------------------------------------------

635
1,391
135

372
504
85

21
3
1

957
369

714
210

5
1

1,781
277

1,048
148

7
4

550

192

3,253

2,174

988
916

New York 3-----------------------------------------------------------------...............
Ohio --------------------------------------------------------4,095
2,737

Pennsylvania ------------------------------------------------

2
6

6
24
9

5,605

3,335

d70

430

1

Utah -------------------------------------------------------Vermont -----------------------------------------------------

322
465

188
435

1
1

Vest Virginia ------------------------------------------------

436

237

Rhode Island ------------------------------------------------

South Dakota ----------------------------------------------

Washington State --------------------------------------------

155

' 60

Total -----------------------------------------------------------------------------' A 1-in-10 poll by Honest Ballot Association.
2 A 1-in-5 poll by Honest Ballot Association.
3 Based on county society polls and State society resolutions.

4Percentage.
I A clear majority of the 202 votes in the AMA House of Delegates.

104

440

11
1
4
2
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States against social security (8)
State

Opposed

Arkansas ----------------------------------------------------

1,167

Illinois ------------------------------------------------------1
--- -- -- -- -- -- -- -- -- -- -- -- -- --- -- -- -- -- --- Indiana ----Minnesota --------------------------------------------------Oklahoma --------------------------------------------------Virginia ----------------------------------------------------Wisconsin ---------------------------------------------------

3,301
246
1,030
761
2 62
870

Oeorgia ------------------------------------------------------

539

--- --

In favor

Number of
votes in
AMA House
of Delegates
2

596
496

2,790
181
817
446
238
854

Total ----------------------------------------------------------------------------

3

11
5
4
2
3
4
34

I A 1-In-5 poll by Honest Ballot Association.

3Percentage.
NOTE.-The remaining State medical societies, which represent 58 votes in the AMA House of Delegates,
have not held social security polls.

Dr. SCIIAMBEI O. I would like to stop now and ask Mrs. Rost to
present her statement as the wife of a physician.
STATEMENT OF GERTRUD SANDER ROST, WIFE OF ORANGE, N.J.,
PHYSICIAN
N-..
Mr. ROST. My name is Gertrud Sander Rost and I am the wife of
Dr. Adolf S. Rost, a physician with a private practice in Orange, N.J.
We have a married son with three children, who is a physician in
Freeport, Long Island-Dr. Michael S. Rost. I therefore know, from
firsthand experience, why the families of both young and older physicians want and need social security.
Certainly, on an issue of this kind, the wives of physicians have as
much, if not more, at stake as the physicians thenseives. It makes
quite a difference to the widow of a young physician, who is left with
two or three small children, whether or not she gets social security
benefits. That difference may amount to many thousands of dollars
over a period of years. As for the older physician and his wife who
contemplate retirement, social security benefits could assure them of
a financial cushion. I know that many physicians' wives take jobs
to build up some social security coverage of their own, guaranteeing
them at least some small protection.
At this point I would like to read to you an excerpt from a letter
that our committee on social security tor physicians received only
recently. It comes from Kentucky and is dated July 16,1964.
I have been a widow for 11/2 years. I have no income whatsoever. My husband was In the hospital so many times the last year of his life that we were
left broke and with a lot of noncollectible medical accounts. I am 57, and I
have not been able to find work as I have no special skills or college degrees.
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I am tlred of living off relatives. I would like to see my 16-year-old son have
an education. If the social security bill for physicians passes how will a
physician's widow and children fit? I have no money to send for promotion
,for the passage of this bill but if I can give of my time or service in any way
I will be glad to do so.

Dr. Schamberg has provided you with evidence that a majority of
physicians are in favor of social security insurance. I am convinced
that if the wives of physicians were polled, there would be virtually
unanioii i
'pprov9l
of thi loiq1otion.
What I-and many physicians' wives I have spoken to-cannot
understand is why we are denied social security coverage while the
families of lawyers, dentists, businessmen, and other self-employed
people are included. What is the reason for this injustice? Doctors
are just as vulnerable to the hazards of life as anybody else. They
are subject to chronic illness and death; they have accidents and economic reverses.
Why shouldn't they and their families be protected against these
calamities by receiving social security as most American Lamilies do?
Our New Jersey medical societies have charitable organizations
similar to those Dr. Schamberg told you about.
There is, for instance, the Society for the Relief of the Widows and
Orphans of Medical Men of New Jersey. The name alone is a slap
in the face: why must we, and only we, turn to charity in case of need?
We, the physicians' wives, are at a loss to understand the opposition
of the AMA to this legislation. We are absolutely appalled that a
relative handful-some 200 members of the AMA House of Delegates,
many of whom are acting contrary to their mandates-should be able
to block a law of such vital importance to their colleague. This cruel
and callous opposition to social security has caused unnecessary hardship to the wives of retired physicians and has made the lot of widows
more painful and difficult. Surely, it is time that this gross and senseless injustice is ended.
All of us were tremendously heartened by the action of the House
Ways and Means Committee in extending social security coverage to
self-employed physicians and its subsequent,, near-unanimous approval
by the House. We were particularly happy that this provision was
passed with bipartisan su)port. I pray that we may receive similar
approval in the Senate Finance Committee and on the Senate floor.
I can assure you that the expectations of the wives of physicians all
over the country are running high, and they believe that at long last,
after many, many years of waiting, they will now be eligible for the
protection and benefits of old-age, survivors, and disability insurance.
I confess to you that while I am as hopeful as they are, I cannot help
feeling some anxiety. I well remember the shock and bitter disappointment when, in 1960, I read that the Senate Finance Committee deleted,
upon the urging of the AMA, a similar provision to extend social security coverage to physicians.
If this should happen again, we would feel utterly crushed, helpless,
and abandoned. We are counting desperately on your sense of justice
to retain the House-approved provision on physician coverage. You
will gain the everlasting gratitude of countless physicians and their
families all over the country by including them under social security.
Thank you.
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Senator TALMADGE. Dr. Sohamberg, do you have any further testimnony?
Dr. SCHAMBEIG. I would like to offer additional evidence, if I might,
which is included in the annual report of the Aid Association of the
Philadelphia County Medical Society for the years, 1959, 1960, 1961,
and 1962.
The object of the aid association as stated on the first page of each
annual report is to afford aid to needy physicians and their families s.
Senator TALMADoE. The reports will be included in the committee
files for the information of the members.
Senator TALMADGE. Any questions, Senator Douglas?
Senator DOUGLAS. I would like to deal with the statement that Airs.
Rost made or rather with a rhetorical question which she had.
She says:
What I cannot understand Is why we are denied social security coverage
while the families of lawyers, dentists, businessmen, and other self-employed
people are included.

I can tell you, Mrs. Rost, why this is so. Stated very briefly, the
American Medical Association is the reason why you are not included.
They have opposed inclusion of doctors.
Mrs. ROST. They have never polled-the AMA suggested to have
polls taken a few years ago, which were taken by the medical societies,
but then later the American Medical Association discouraged taking
the polls when they saw how the polls were turning out, Because we
have-that is why-I think as I see it is very simple to explain.
The medical, the American Medical Association considers social
security charity, and not an insurance, and they feel that charity leads
to a welfare state and a welfare state would mean socialized medicine.
They are, of course, as my husband is, for instance, too, opposed to
socialized medicine, and that is why they do not want to have social
security for physicians.
Senator DOUGLAS. Well, I don't quite understand. Are you saying
that the American Mledical Association is in favor of the inclusion of
doctors?
Mrs. IRoST. No, no0, strictly opposed.
Senator DOUGLAS. They are opposed to it?
Mrs. ROST. Strictly opposed to it.
Senator DOUGLAS. What I am trying to say is that it has been the
opposition of the American Medical Association which has prevented
the Congress from including doctors.
Mirs. ROST. Yes. But what we are trying to prove is that in this
case the American Medical Association does not represent the majority
of physicians.
Senator DoVrLoAs. And you cite these polls as an illustration?
Airs. ROsT. *Wehave the polls, which we taken in many, many States
of the Union.
Senator DouGLAs. I would like to see doctors included. The American Bar Association for a long time opposed the inclusion of lawyers
but finally the younger lawyers changed the opinion of the bar association. They were then included.
The dentists and the American Dental Association for a time opl)osed the inclusion of dentists, and when public opinion inside the
profession changed, they were included. But now here you have the
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American Medical Association, with its representatives in the house
of delegates selected by the membership in the various States, adopting
very strong resolutions against this.
How can you ask Congress to go out ahead of the official representatives of the profession?
.Mrs. ROST. Well, I was explaining in a conversation with Senator
Case that the bar association was just as strictly opposed to inclusion
of the lawyers, but that they followed and obeyed the results of the
poll whAh wer, token, wbereas tbe American Medical Association
ignores these polls.
"We have proof that after the polls were taken, and it was absolutely
clear that if the majority of delegates would have been bound to
testify in favor of social security coverage, we read in the American
Journal of Medicine a small paragraph where it said that the house
of delegates unanimously opposed the inclusion of doctors under
social security.
That was after the polls were taken, and after the majority of
delegates should have been bound to vote in favor of it.
Senator DOUGLAs. Would you suggest that your recourse is to
change your representation in the house of delegates?
Dr. SCIIAMBERO. Senator Douglas, that is a very difficult thing to
do because our delegates to the American Medical Association are
not elected by the grassroots in the counties.
Senator DOUGLAS. How are they elected?
Dr. SCTAIBERO. They are elected by the delegates from the counties to the State medical societies.
Senator DOUGLAS. Indirect election.
Dr. SCHIAMBEnG. Yes, correct.
Senator DouoiAs. What prevents change at the grassroots level?
Dr. SCOIA-BEROG. Well, as a delegate to the State Medical Society of
Pennsylvania, I introduced a resolution suggesting just such a change
in the method of selecting delegates to the AMA, so that the AMA's
delegates would be more democratically elected.
Senator DoUGLAS. What happened to your resolution?
Dr. ScIrA:%mBEG. This was turned down by the reference committee.
Senator DOUGLAS. I'm sorry I couldn't hear you.
Dr. SCITAMirEim. This was turned down bv the reference committee
of the Pennsylvania State Medical Society to which it was referred by
the Pennsylvania State Medical Society House of Delegates.
Senator DoUoLAS. You see, it is very hard for us to'go behind the
official declarations of the various professional bodies.
Dr. SCIIA-MBERG. Senator Douglas, I do not recall whether it was
the lawyers or the dentists, but I do have in my files back at home the
statement that the chairman of either the American Dental Society
or the American Law Association, I forget which, stood up andl
said:
I realize the polls favor inclusion under social security. But I In my official
position as president of this group will continue to oppose it.

The American Medical Association shows the most unbelievable
arrogance. I attended a reference committee meeting of the AMA
meeting some years ago where this question was brought up, and the
point of view of the members of the reference committee was that the
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fact that most doctors who were polled wanted social security simply
was evidence of their ignorance, that they just didn't realize what a
vicious Communistic thing social security is and, therefore, the
answer of the AMVA should be to launch an educational campaign to
teach these foolish ignorant physicians what is what.
I had another curious experience at the meeting of the Pennsylvania
State Medical Society in Pittsburgh.
I guess I shouldn't be talking against my fellow physicians this
way, but I feel so strongly about this that I am going to.
I introduced a resolution favoring social security coverage of physicians. This was referred to a reference committee, and the reference
*committee turned it down despite the fact that I think it was 67 percent
of Pennsylvania physicians favored social security in the most recent
poll.
When the chairman of the reference committee stood up and advised
rejection of this resolution, I stood up and said:
Mr. Speaker, if 670 out of every thousand physicians in Pennsylvania want
social security I feel sure that there must be physicians, other physicians than
myself in this room full of delegates who want social security. I would like
to ask the men who voted for social security coverage In the privacy of a mail
ballot to show the courage of their convictions by having a standing vote.

And I sat down. The speaker said, well, this would require a motion. Immediately someone stood up and said, "I move we have a voice
vote."
There were seconds from all over the room and it was overwhelningly moved that there be a voice vote. I hate to think that mly fellow
physicians do not, will not stand up for what they want, but I know, I
can't see any other conclusion to reach from this occurrence.
Senator DOUGLAS. Li other words, what you say is that the house of
delegates is really unrepresentative of the body of medical opinion, at
least on this matter?
Dr. SCIIAMBERo. I don't know how many of those delegates wanted
social security, I am sure some of them must have.
Senator DOUGLAS. But you are saying the Iouse of Delegates of the
American Medical Association does not represent the majority opinion
of the doctors themselves?
Dr. SC1TAMIBERG. Exactly.
Senator DOUGLAS. Do you think this might apply to health care for
the aged, too?
Dr. SCHAMrERG. Yes. I feel that the men who are at the reins of
the American Medical Association are for the most part older physicians and I believe, although I don't think I could document this, that
they tend to be more conservative than the average physician.
Senator DOUGLAS. Thank you, Mr. Chairman.
The CIrAIRMAN. Thank you very much.
(At the request of the chairman, the following are made a part of
the record:)
GLASGOW CLINIC,

Glasgow, Mont., August 3, 1964.
lion. HARRY F. BYRD,
Chairman of the Senate Finance Committee,
Washington, D.C.
DEAR SENATOR BYRD : A strong majority of the physicians in the United States
have earnestly fought to stay out of the Social Security Act coverage. A injority
of physicians in certain "overdoctored" areas are in favor of this inclusion,
but the majority In the United States are heavily opposed to it.
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In the State of Montana, a poll of our members showed that a minority opinion
for this inclusion was most prevalent in the middle-aged group physician and
the opl)osition was even stronger among the younger and among the elder physician.
Because of our working into later years and our economic situation, almost
without exception, physicians provide for their own coverage, for their own
protection of themselves and of their families, and we feel that these selfemployed physicians should be allowed this independence.
I wonder how an increase in my income taxes to the scheduled 7.2 percent of
the first $5,400. which I will have to pay by 1971, is going to aid me in any
way having, by that time, 5 children in college. Must we then have more Federal
scholarship programs to pay for bright children who do need and can profit by
college education? I don't see how this compulsory inclusion of the self-employed
and reasonably independent physicians is going to further allow them to care
for their families and to educate their children.
I have written you before that I have always regretted not being able to
cast a vote for you in an election. I feel your voting record in Congress has been
one I can most heartily endorse with my limited knowledge of the situation, an(d
I am sure that you will give this request the same consideration that you have
used on other matters.
It's a sad thing in this country when things have come to the point where you
have to write letters to Senators asking them to protect you from bureaus of the
Government that want to do something for you. A revolution has certainly comea long way.
Sincerely yours,
DAVID GREGORY, M.D.

THE FREDERICK C. SMITIT CLINIC,

Marion, Ohio, July 28, 1964.
Senator HARRY F. BYRD,

Renate Oftico Building,
Washington, D.C.
DEAR SENATOR BYRD: I hope you will do everything in your power to strike
out that portion of H.R. 11865 which has to do with including physicians under
social security. This diabolical action was taken in the House Ways and Means
Committee in executive session with no one present to speak for the doctors.
As a practicing physician, I don't expect to retire, just as most physicians do
not expect to retire, but If I did I would certainly plan on taking care of myself,
just as most other physicians would do. Indeed, if we are unable to take care
of ourselves in our old age, for God's sake who is left in this world that can?
It is obvious that the inclusion of physicians Is only a means of extracting
additional tax dollars from them in order to help finance a program which is
fiscally unsomnd to begin with. It is taxation without representation and it is
a change from voluntarism for physicians to compulsion. This action of the
House Ways and Means Committee is morally indefensible.
Since the bill cannot be amended In the House, and in an election year will
undoubtedly pass the House, the only chance we have of stopping It is in your
committee. I beg of you to do everything you can to strike down this devilish
attempt.
I have written to you before on other matters, because you are one of the few
remaining people In the Senate who have any conscience remaining regarding
their country. Fortunately here in Ohio we have one other Senator, Frank J.
Lausehe, not a member of my party. but a man whom all physicians respect.
and I sincerely hope he will help you in whatever way he can in this action.
Senator Lausche once voted for a bill which would provide hospital care for
the elderly under social security. I sincerely hope le will reverse himself in
this position because it s obvious that this matter will come up again In the
Senate. Of course. such a step, too, cannot be reconciled with the position that
you and he have taken on other matters involving the same principles. I deeply
appreciate your kind attention to this matter, and I remain,
Very sincerely yours,
Prir
W. SMITH, M.D.
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N.J., August 10, 1964.

Senator HARRY F. BYRD,
,Se(nate Comninittee on Finance,

lVashington, D.C.
DLR;An SENATOR BYRD: The proposed medicare amendment to 11.R. 11865 would
destroy private practice in such medical specialties as radiology.
It would do this through the provision which provides payment for diagnostic
X-ray studies in hospital outpatient departments but not in the offices of physicians specializing in this field.
Under the free enterprise system. patient flow has tended to go to those who
offer better medical service. The proposed medicare would change this by using
the economic power of the Federal Government to force patients to hospital outpatient departments for X-ray examination rather than to physicians who practice this specialty under their own names.
I regret that the schedule of the committee did not permit my appearing before
it and request therefore that this statement be included in the printed record
of the hearings.
Very respectfully,
LEONARD S.

ELLENDOGEN, M.D.

The CIAmTir.,AN. The next witness is John C. Lynn, American Farm
Bureau Federation.
STATEMENT OF JOHN C.LYNN, LEGISLATIVE DIRECTOR, AMERICAN
FARM BUREAU FEDERATION
Mr. LYNN. The stated objectives of the proposals before your committee are to (1) modify the existing social security laws to increase
OASI benefits, (2) extend coverage, (3) improve the actuarial status
of the trust funds, and (4) provide for payment for hospital and related services to the aged.
These proposals are embodied in the House-passed bill, H.R. 11865;
the King-Anderson bill, S. 880; and the Javits amendments to II.R.
11865.
The American Farm Bureau Federation represents 1,628,295 farm
families in 2,764 organized counties in 49 States and Puerto Rico.
Farm Bureau believes that the most pressing need is to improve
the actuarial status of the trust fund. We believe that this can best
be done through a modification of the existing programs so that no
further tax increase will be required. Rather than approve a 17-percent tax increase and a 5-percent across-the-board benefit as authorized in H.R. 11865, we recommend that benefits be adjusted to improve
the status of the trust funds without a tax increase.
We are opposed to all of the other provisions of the bill now under
consideration, as indicated in points 1, 2, and 4 above.
Farm Bureau policy of the last decade was reaffirmed last, December in our latest annual meeting:
Social security programs should be designed to supplement rather than
replace individual thrift and personal responsibility. The increasing costs of
liberalized benefits are a serious financial burden. We therefore recommend
that existing programs be modified so that no further tax increases will be
required.

Farmers' opposition to increasing social security taxes to pay for
medical costs in any of their various forms is of long standing. When
proposals of this nature were made in the 1940's, we took vigorous excep tion to them an( lhave continued to do so.
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This opposition is founded on the philosophy that America's unparalleled progress is based on freedom and dignity of the individual.
We oppose the trend toward centralization of power and responsibility
in the Federal Government. In the words of a resolution adopted by
the elected voting delegates of member State Farm Bureaus at our
last annual. meeting:
Social security taxes should not be increased to pay medical costs for any por-

tion of the population. The need for medical insurance should be met by expansion of existing private insurance programs without Federal subsidy.

Farm Bureau opposes S. 880, the King-Anderson bill, for the following principal reasons:
1. It would make radical changes in our present system in transferring to an already overcentralized, overobligated Central Government
responsibilities that can be handled better in other ways.
Farm Bureau believes that the financing of medical care is essentially
the responsibility of the individual and the family. If such needs
cannot be met by the individual-either through private savings or
through prepaid )rivate health insurance-and if the members of his
family are unable to assist him, then church and private welfare agencies have a role to perform.
In the relatively limited number of cases that cannot be satisfactorily
dealt with b) individuals and through private agencies, participation
by local or State government is justified.
As a last resort-and only to share in the medical costs of the medically indigent-should the Federal Government enter into the financing of medical care for individual citizens with aid such as the KerrMills bill?
The operations of the States under the Kerr-Mills law enacted in
1960, coupled with the increased activity of private insurance groups in
providing health insurance to the aged, are demonstrating that the
Congress was wise in enacting the Kerr-Mills bill and rejecting the
legislative proposals providing for medical care through the social
security tax.
There is every indication that private, non-Federal insurers can
provide adequate coverage for medical care for all groups.
Latest reports indicate that some 170 insuring organizations are
now offering voluntary health insurance on an individual basis. In
addition, there are several hundred coml)anies who write group policies
which include those over 65. The plans offered include a wide range
of individual choices to fit the individual's needs. Many plans accept
all ages, regardless of health, without, physical examination. It is
estimated that more than 60 percent of the aged already have health
protection. The number covered has increased more than three times
in the past 10 years, and the trend is still upward.
According to figures 1)ublished by the Health Insurance Institute in
1962. more than 141 million persons, representing 76 percent of the
civil ian population of the United States, were covered by some form of
health h insurance.
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2. Enactment of legislation as proposed in S. 880 would impose
immediate Federal control in certain areas and would undoubtedly lead
to extension of Government controls to other services.
The Government, under this bill, would impose additional control
on personal income through an additional tax.
Under the bill before this committee, hospitals and nursing homes
would be required to have "utilization review" plans as a condition for
participating in the proposed Federal program. These plans, of necessity, would have to be in harmony with the philosophy of the Secretary of Health, Education, and Welfare, or the Federal funds would
be withheld.
Admittedly, the control is indirect, but it is there and extends further to the relationship between doctor and patient. Theoretically this
is to avoid abuses, but it could create injustices. The recipient of
Federal medical care would be limited in his choice of hospital and
nursing care to those institutions having an agreement with the
Federal Government.
3. Financing medical care for the aged through a tax and the
mechanism of social security would not provide "prepaid insurance"
in the usual meaning of the term.
The title of the proposed act, "The Hospital Insurance Act of 1963,"
is a misnomer. The program bears no resemblance to insurance.
The Supreme Court has ruled (Flemminig v. Nestor, 1960) that
social security is not an insurance program.
The Internal Revenue Service of the U.S. Treasury Department has
proceeded in its cases on the valid assumption that social security is a
tax and not insurance.
The bill would impose a tax on the present generation to provide
services for the untaxed and with little guarantee tb.,t such services
would be available when the taxpayers reach age 65.
4. Increasing the social security tax to provide medical assistance
would be burdensome to the self-employed farmer and impose additional controls which lie resents. Farmers are jealous of their independence and are little disposed to spend money on such Government
programs. They want freedom to choose their insurer, and freedom
implies diversity. The trend in this bill is toward conformity and
control.
The social security tax rate on the self-employed has risen six times
since 1953 and will go tip again in 1966 to 6.2 percent and in 1968 to
6.9 percent. Under the provisions of S. 880, the social security tax
would be increased an additional two-fifths of 1 percent, and the base
would be raised from $4,800 to $5,200.
It is generally conceded that, if the provisions of S. 880 were added
to the House-passed bill, it would be necessary to eventually raise the
base to $6,600 or a combined tax rate in excess of 10 percent. It seems
incredible that serious consideration would be given to such a proposal.
The result of the application of the increased tax rates to various
levels of annual earnings as they would affect the taxes to be paid by
self-employed under current legislation and the House and Senate
proposals is shown in the following tables:

80-453---e4-19
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Present: $14,800 maximum earnings base
Annual earnings

5.4 percent,
1063-65

$2,000
------------------------------------------------$108
$3,000
------------------------------------------------------162
$4,000------------------------------------------------ 216
$4,800 (ceiling)-- ----------------------------------------

259

6.2 percent,

6.9 percent,

1960-67

1968 and after

$124
188
248

$138
207
276

298

331

House-pas8ed bill tax: $5,1400 maximum earnings base
Annual earnings

5.7 percent,
1965

$2,000-----------------------------------------$114
$3.000 -----------------------------------------171
$4,000 -----------------------------------------228
$5,000
----------------------285
$5,400(ceiling)------------------------..........
-308

6 percent,
19667

$120
180
240
300
324

6.8 percent, 7.2 percent,
1968-70
1971 and
after
$136
204
272
340
367

$144
216
288
360
389

Present tax, plus House bill, plus King-Anderson: $5,4100 maximum earnings base
Annual earnings

6.3 percent,
1965

$2,000 -------------------------------------$3,000--------------------------------------$4,000 -----------------------------------------$5,000 -----------------------------------------$5,400(ceiling)
-----------------------------------

$126
189
252
315
340

6.6percent,
1966-67
$132
198
264
330
356

7.4 percent,
1068-70
$148
222
296
370
400

7.8 percent,
1971 and after
$166
234
312
390
421

The tables already referred to show the heavy burden which would
be imposed on i res and the self-employed. There is a wide difference if tax burden between employees and self-employed farmers.
Many eml)oyees regard their take-home pay as their real wages and
are oblivious to the )aylnent of the Federal insurance contribution
tax as a result of tie witiliolding by the employer. On the other
hand, farmers pay this tax along with their Federal income tax in a
lump sum at payment time.
The farmer is already burdened with capital investment and operating problems. This would only compound his problem. In this
connection, it my be asked: Out of what earnings is a self-employed
farmer going to provide for the purchase of a farrm or the livestock,
machinery, and equipment needed for his operations? The farmers
of America have not, asked for the proposed benefits and are opposed
to any extension to cover health benefit costs.
Finally, may we cite additional reasons and comment briefly as to
why the American Farm Bureau Federation has taken a strong position against the proposed legislation. We believe this legislation, if
adopted and implemented, would bring about substantial and farreaching changes within a very short period in our system of private
medical services to our society.
It is our belief that American medicine would soon lose its enviable
position as the finest in the world. This measure extends a new type
of Federal support aid control to a substantial segment of our society.
With this beginning, we fear it would be only a matter of time until
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other groups would be brought under the program, and eventually
our system of medicine in this country would be changed beyond
recognition.
This proposal brings Americans face to face with what could be a
historic decision between voluntary medical care, unmatched in its
excellence in the entire world, and a Federal program, which we
believe would alter this fine system beyond the hope of recall. Once
the principle of providing for health care on a compulsory basis has
been established, the "point of no return" will have been passed. The
history of similar programs supports this statement.
We fear that, with the inroads which would be made by this legislation, before many decades we would witness in America a situation
which other nations, and particularly Great Britain, are witnessing
at the present time. Recent reports tell of callousness in treatment of
the ill at outpatient clinics, long waiting lines, and physicians handling almost 3,500 patients. This has weakened the services rendered
to such an extent that there is an almost wholesale migration away
from the medical profes.don in Great Britain.
As a responsible farm organization, representing the largest segment of our farm population, we are concerned with the health of our
people. In our local county and State organizations, we take an
active part in promoting batter health services and in working with
voluntary groups to provide medical care wherever it is needed. We
stand ready and willing to continue in this role and much prefer to do
so rather than to turn to the Federal Government.
The CHAIRMAN. Thank you very much, Mr. Lynn.
Our next witness is Mr. Arthur J. Packard of the American Hotel
& Motel Association.
STATEMENT OF ARTHUR 3. PACKARD, PRESIDENT OF THE
PACKARD HOTEL CO., AND CHAIRMAN OF THE GOVERNMENTAL
AFFAIRS COMMITTEE OF THE AMERICAN HOTEL & MOTEL
ASSOCIATION
Mr. PACKARD. Mr. Chairman and gentlemen of the committee, I am

Arthur J. Packard, president of the Packard Hotel Co., with headquarters in Mount Vernon, Ohio. I am ahairnau of the governnien :i
affairs committee of the American H1otel & Motel Association. I
am also president of a chain of small hotels and motels.
I appear before this committee today as the official spokesman of
the A.H. & M.A. on 11.R. 11865, the Social Security Act Amendments
of 1964.
We deeply appreciate the opportunity to present testimony on this
legislation which would require an employer to pay a Fe(lerll tax on
a transaction which occurs between one of his employees and an outside
or third l)arty.. As you gentlemen know, the language in section 9.of
the bill, requiring an employer to withhold the tax oi employees' tips
for social security purposes was inserted in I.R. 11865 Withbout in(ustry being afforded an opportunity to testify. The insertion of this
language in the bill has created nationwide concern iii the innkeepiug
business.
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Let me say at the outset, that we have never objected to paying our
share of the social security tax on payroll. The point is, however, that
tips received directly by an employee are not and should not be considered payroll. Neither in theory nor in practice can we justify an
arrangement between two separate parties who have nothing to do
with an employer's payroll, but which imposes a Federal tax on an
entirely separate party; namely, the employer.
My association is keenly aware of its responsibilities to its employees
in finding ways by which the vicissitudes of life can be more adequately
met for older persons or for widows or orphans. We are anxious to see
our employees enjoy the "golden years." In this connection, we are
constantly attempting to improve and expand our retirement and pension policies. This we will make every effort to do regardless of your
-decision on H.R. 11865, although every increase in payroll taxes
necessarily limits our ability to do so.
The bill proposes a system based on voluntary reporting by the
,employee. From a practical standpoint, we believe that a young man,
scarcely thinking of social security benefits, will report little, if any,
tip income. On the other hand, an older citizen looking forward to
imminent retirement may be inclined to enlarge upon his declaration.
In either case, the employer must pay a tax which may be based on the
whim and fancy of the employee. We must object to a law which
would require an employer to accept an employee's statement as to the
amount of tips he receives. This is tantamount to asking an employer
to incur a responsibility which he cannot budget and to pay taxes on a
base of which he has no accurate knowledge and over which he has no
control.
May I say with all due respect to those who drafted this bill that
section 9 of H.R. 11865 shows a complete lack of knowledge of the
operation of service employees in the hotel-motel industry. Let me
tell you briefly how tips are sometimes distributed in our industry.
In an ordinary dining room a waiter collects the tip from the table.
Often by agreement or custom, he then gives a share to the captain
because the captain has given him some special consideration in seating
guests at the table served by the waiter who received the tip. He may
also pay a share to the busboy so that the busboy will give special
attention to the table in keeping the water glasses filled with ice and
water and in removing the dishes quickly so that the waiter can serve
more parties at his assigned tables during the course of a day. Also,
the waiter might give a share of his tip to the cook and other kitchen
help with the expectation that they will give him quicker service. In
other words, the waiter frequently distributes some of the tips to n
large number of other persons who help him to serve more quickly and
thereby produce a larger tip.
Banquet tips are frequently distributed in exactly the same manner.
The hotel does not know exactly how it is handled in each case, but
those concerned frequently designate a particular employee to receive
the, tip from a banquet. He then pays over a specified amount, to the.
headwaiter, to each of the other waiters, the busboys, the kitchen
help, and to all other persons who participated in makin' the function
a success.
Probably the captain receives the largest share, waiters
probably get slightly less, on down to busboys and kitchen helpers.
The amount that each is to receive is agreed upon among the people
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who participated, or is governed by custom, but the hotel has no way
of knowing what amount each receives.
The situation is complicated even further by the fact that the percentage amounts vary from time to time and from function to function.
Whenever a large banquet is being served most hotels and motels are
obliged to hire casual waiters. Immediately after a banquet these
people are paid and the hotel may not see them again for a month or
two until another large dinner is scheduled. Casual waiters are employed for other thanbanquet business. Again, this type of employee
may work on 1 or 2 occasions for 1 or 2 nights a month for 1 hotel
employer and during the course of that month may work for as many
as 10 or more different employers. You can readily visualize the
complications which will be compounded by the presently proposed
bill, H.R. 11865. The employee will be expected to keep a record
of the tips received at each affair and from each employer and report
to those employers where the tips total $20 a month or more. It is
hardly likely that such records will be kept. The employer will be
placed in the awkward and untenable position of accepting whatever
the casual employee decides to report to him in the nature of taxable
tip income. These casual employees are ofttimes here today and
gone tomorrow. It would not be difficult for such an employee to
make one employer whom he disliked responsible for a disproportionate part of the social security tax.
Likewise, a different situation would be noted in resort and seasonal hotels which have a very fast turnover of employees. This
type of establishment engages many young people, schoolteachers, or
even housewives during the summer months when the resort is operating. Many of these folks never work as long as 3 months at a time.
But here again, I can visualize a person who left the hotel's employ,
after only a brief period of his employment. He would have no wages
coming from which the hotel could make a deduction.
The 10-day provision contained in H.R. 11865 does not afford the
employer any measure of protection. For example, an employee who
has suffered in 1 month an illness in his family, or an added increase
in expenditures in his household, or a bad day at the races, could very
easily declare a minimum of tip income. The next month with reduced household expenditures or a good day at the races, he could
double or triple the amount of tip income in his declaration to his
employer.
Under a ruling given in 1958 by the Treasury Department, hotels
must pay social security and withhold income tax on tips which are
distributed through the hotel. This is the case where the customer or
the hotel adds a percentage to the bill to cover gratuities. Under
these circumstances, the employee must keep a separate account of the
tips which he gets directly from the customer so that he can report
them under the proposed bill. However, he must omit from the statement the tips upon which social security has already been paid under
the distribution system. It is obvious that few employees will be
able to keep such accurate records.
A hotel-motel employer has no more knowledge of what. his employee receives in total tip income than you or I know as to how much
a minister of the gospel gets "in gratuities" over a year's period;
than a shoeshine boy receives "in tips" in a day; than a barber receives
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"in tips" in a week's time; or that a taxicab driver receives "in tips" in
a period of an hour. It just doesn't seem right under these circumstances to place an employer in the position of accepting a statement
of tips received from an employee and at the same time require the
employer to accept such a declaration as gospel. Technical and administrative difficulty in the proposal contained in section 9 of i.R.
11865 is that there is no way to insure accuracy in reporting. The
employer has no way of knowing whether the employee's report is
real or phony.
Additional work required by section 9 in making up payrolls would
be astronomical. After completing the payroll and making the regular
payments to employees, the employer would be required to wait for 10
days for any reports which the employees might make and then compute the social security tax on the tips reported. This would mean a
complete extra payroll computation for every employee in the tip
category.
H.R. 11865 does not provide for withholding of income taxes based
on tip income. However, H.R. 11865 now provides that tips are
wages. Section 3403 of the Internal Revenue Code specifically makes
the employer liable for withholding taxes on wages. Under this section, if an employer requires an accounting from an employee for tips
these may become wages for all purposes and the employer is required
to withhold on them or face liability for payment himself. Query:
Does the language in II.R. 11865 indirectly require the withholding of
income taxes based on tip income?
Tip employees perform a personal service to patrons of hotels and
motels and are compensated accordingly.
We strongly believe that if a tax on tips is to be imposed for social
security purposes, the most practical, beneficial, and least complicated
way of handling the matter is to consider such tips as true self-employment income. This would avoid disputes between employer and employees; avoid disputes between unions and put the employees on their
own to pay taxes and to receive benefits based on the taxes that they
pay.
There would be no difficulty in the computation of tax. The employer would pay his share of the social security tax on the employee's
regular wages. Annually, the employee woull declare his "tips" as
self-employed income. The employee's tax on self-employment income for social security purposes would only apply to the extent that
regular wades did not reach the base of $4,800 per year.
It is obvious that a proposal which would permit such manipulation
is a disservice to the welfare of a community and an unwarranted interference with sound busines. nraetices. The amount of tip income that
an employee receives should be a matter between him and hiq Government. Nothing can be gained and only discord and confusion can
follow by inserting a third party between the said employee and his
Government.
Gentlemen of the committee, you have always accorded the American
Hotel & Motel Association's snolesman full and adequate hearings
and we have been gratified by the interest you have manifested in our
problems. We appreciate the opportunity to appear before you this
morning and earnestly request, that a detailed study be made on how
best to handle the tax on tips for social security purposes before the

SOCIAL SECURITY; MEDICAL CARE FOR AGED

287

proposal contained in H.R. 11865 is approved by Congress. We are
cognizant of the thorough manner in which this committee considers
tax legislation and feel certain that upon further consideration you
will disapprove this potentially damaging piece of legislation.
Thank you.
The CHAITRMAN. Thank you very much, Mr. Packard.
Senator CARLSON. Mr. Chairntin, may I ask permission to insert in
the record a letter that I have from the Kansas Hotel & Motel Association signed by C. H. Nanson, Jr., secretary, endorsing the position
which has just been taken by Mr. Packard?
Mfr. PACKARD. Thank you, Senator.
(The letter referred to follows:)
KANSAS HOTEL & MOTEL ASSOCIATION,
August /, 19641.
Senator FRANK CARLSON,
Senate Office Building, Washington, D.C.
DEAR SENATOR CARLSON: As a member of the Senate Finance Committee you
will be called upon very soon to review H.R. 11865, which relates to the taxing
of tips that people give varies from State to State, city to city, day to (lay, meal
law. As one can readily ascertain without much study, the great variation in
the amount of tips received by employees in different localities, and the amount
of tips that people gives varies from State to State, city to city, day to day, meal
to meal, and trip to trip. How there can be any continuity, or any justification
for the employer deducting for these tips is beyond our comI)rehension. It
would appear that almost every employee would be in constant hot water with
the Internal Revenue people, and it would be a very difficult job to adequately
police such a matter.
It would seem to me that perhaps the bill should be remodeled, and if tips are
to be a part of social security, then there should be self-employment income.
What I mean by this is if a bell boy or waitress or any individual who receives
tips wish to consider it as self-employment income. he could report it, pay the
tax, and get the benefit of it in his social security benefits. No (loubt some employees would be happy to do this, and would appreciate the opportunity to
do so. When you place a burden on the employers to determine tips, or to report
on tips, then you are asking them to (1o something that is almost impossible.
Won't you please use your influence to straighten out this matter?
When the rules of Government become too oppressive that employers are
constantly harassed by the Internal Revenue Service, and social security
services, then you are creating a situation which breeds discontent, and eventually
you will have almost a revolt on the payment of taxes. Just look what they
are doing again by raising the limits to $5,400. This Is strictly a revenueproducing situation when this is (lone and it doesn't seem quite right.
We must be constantly on the alert.
Kindest personal regards.
Yours truly,
II. C. NANSON, Jr., Secretary.

The CirAIRIUAN. The next witness is Mr. Leslie W. Scott of the
National Restaurant Association.
Senator DOUGLAS. Mr. Chairman I would like to say the representatives of the National Restaurant Xssociation are men of high character and well represent the progressive spirit in their industry.

STATEMENT OF LESLIE W. SCOTT, CHAIRMAN, GOVERNMENT
AFFAIRS COMMITTEE, NATIONAL RESTAURANT ASSOCIATION;
ACCOMPANIED BY IRA H. NUNN, ATTORNEY
Mr. Scorr. Mr. Chairman, my name is Leslie W. Scott. I am president of the Fred Harvey Co., a corporation with headquarters in Chicago which operates restaurants in various cities across the country, at
airports, on railroads, and in some of our national parks.
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I appear today on behalf of the National Restaurant Association of
which I am a director, as well as chairman of its Government affairs
committee.
I am also representing the American Motor Hotel Association, a
trade association affiliated with our National Restaurant Association;
and Mr. S. Cooper Dawson, Jr., a past president and chairman of the
Governmental Affairs Committee of the AMHA will file a separate
statement for inclusion in the record.
The National Restaurant Association is the trade association of the
food service industry. Through direct membership and affiliation with
135 State and local restaurant associations, it represents over 100,000
restaurants in the United States.
We have filed our statement with the committee, Mr. Chairman, and
I will attempt to summarize it here in the interest of conserving your
time.
While the I-ouse Committee on Ways and Means held extensive public hearings on the subject of medical care for the aged it did not hold
any public hearings on the contents of H.R. 11865. The legislation was
brought to the floor of the House under a closed rule which prevented
the offering of any amendments on the House floor.
Neither the National Restaurant Association nor any other interested
employer group were notified that a proposal to base social security
covering tip income as well as wages would be considered as part of
the proposed Social Security Act of 1964.
Our first notice of this matter came only after the Ways and Means
Committee had included section 9 in the bill.
We were then told we would be permitted to suggest technical
amendments but would not be permitted to direct our attention to the
problem of including tips as wages for social security purposes because
the subject was no longer at issue having already been approved by
the committee.
The potential harm of this legislation, in our opinion, is very great
and if enacted it would create many new problems for restaurant operators and would serve to impair or destroy our good employer-employee
relationships in an industry where even now almost half of the owners
are reporting no taxable income.
The National Restaurant Association is not opposed to social security protection for restaurant employees. It is not opposed to the
principle of basing social security payments and benefits on the tip
income of employees. It is not opposed to matching and withholding
the employee's contributions providing a satisfactory solution can be
discovered which would limit the employer's bookkeeping burden and
would not be harmful to employee morale and would not adversely
affect the already serious problem of recruiting employees.
The National Restaurant Association is opposed to section 9 of H.R.
11865 because we believe it was conceived in haste, without adequate
time being made available for interested groups to consider solutions
and present them to both Houses of CongTess.
Section 9 is not a satisfactory solution to this problem. Therefore
it should be removed and the matter of basing social security benefits
and payments on tip income should be considered on its own merits,
preferably at some time during the 89th Congress.
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Section 9 requires that all employees in any business or industry who
receive more than $20 per month in tips report these tips to their employer within 10 days following the calendar month in which the tips
were received. The employer must make a record of the tip income
reported, withhold the social security contribution due thereon for
any unpaid wages, match the employee's contribution, and provide the
employee with a record of the amount reported and the contribution
made to the Treasury.
The employee is given the option of paying such money as may be
due to meet the social security payment should sufficient wages for
withholding not be available.
The employer's liability for matching his employee's payment extends to all tip income reported by his employees even though the tip
income may not have been acquired while in his employ.
The nature of restaurant employment is such that all of our employees work in close contact with each other. They must cooperate
and communicate continuously with each other if they are to do their
jobs successfully, and this close contact causes these employees as a
rule to be quite frank and they discuss with each other many personal
problems.
They know the wages being paid, and other thiings that might not be
known to fellow employees in other industries.
However, our employees do not know the tip income of their fellow
employees, and the reason for this is that the tips are almost never
discussed and they are certainly never disclosed.
The employee's tip income arises from his very personal relationship with his customer or guest. He feels this makes tips his business
andTthat of no one else. Often the families of tipped employees are
not aware of the extent of the tipped income.
Many employees feel that their employers would attempt to decrease
wages if their true tips were known. Therefore, they feel their employer has an adverse interest in this matter.
In certain union agreements, including some of those of our company, employers are even forbidden to question employees about their
tips. Tips are never considered part-, of compensation in any agreement. It is certainly difficult to evaluate tips, and just recently in
California, where my company operates, the industrial welfare commission of that State ruled that tips cannot. be considered part of
compensation.
The question also must be raised as to who is the tipped employee.
The Senate itself has tipped employees. The barbers in the various
congressional barbershops are salaried employees who also receive tips.
They are eligible for retirement based on their"wages, but Congress has
not seen fit to require them to report their tip income other than
directly to the Internal Revenue Service.
'Ileemployernever sees the tips his empl~loyees receive and, therefore, hie has no knowledge of the amount of thie tip income.
There is thus no way of knowing the average or normal tip situation.
Under the House-passed bill the employer must simply take on
faith the employee's statement, concerning his tip income.' The em1)loyer is given no right to challenge the tip figure reported. Many
employees might adjust their reported tip income to fit their personal
uieeds and situations.' The young employees, for example, who are not
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concerned with retirement and pensions might understate their tip
income as a means of limiting their income tax liability.
On the other hand, the older employee near retirement might overstate his ti) income feeling that the added income tax liability would
be worth the increased pension he would thereby obtain.
Also, our industry employs many casual employees, particularly
among the tipped employees.
2Many work for 10 or more restaurants in a month as they shift from
weekend to weekend work or banquet work in establishments.
The House-passed bill requires reporting within 10 days after the
end of the month. It is possible for an employee to require the entire
social security cofitril)ution for the month to be paid by the employer
for whom lie was working at the month's end or, for that matter, any
one of the employers he might select during the month.
Many service employees in our industry actually work to obtain
supplementary income for specific purposes. Thus tle primary sources
of waitresses are housewives or high school or college students working part time or during holiday periods. They are not seeking social
security coverage, but rather are working for specific purposes, quite
frequently such as tuition for themselves or for their children.
pattern,
is a
of our
restaurant
industry
a part
Tip splitting,
are given
common
practice also
and this
results
when
busboys or
bartenders
a portion of the waiters' or waitresses' tips.
Section 9 of this--of -I.R. 11865 is not clear as to whether employees who share tips would be covered by this bill.
Another major problem is that many of or larger restaurants
operations have introduced automated bookkeeping as a means of reducing costs.
But the introduction of such a widely fluctuating daily variable as
tip income into this machinery would force an extensive return to
manual bookkeeping. The increased cost of doing so in my opinion
might even outweigh the direct social security costs.
This is a very complex subject, and I believe the problems are not
adequately solved by the House-passed bill. Several industries are
involved and many different types of employees. Not only would
hotels and motels and restaurants be affected but also barbers and
bootblacks and beauty shop operators, and beauticians and taxi drivers
and others. The problems can be solved, and the defects corrected,
but this cannot be achieved in the haste which has surrounded this
legislation.
This provision was rushed through the House and yet there was no
need for haste for even under present law tips can be treated as income
for social security purposes.
Section 1329 of the Social Security Handbook published by the Dopartment of Health, Education, and Welfare, makes this clear.
At the present time banquet or club employees tips when charged
as )art of the bill are already used in determining wages for social
security purposes, and all other restaurant, employees may avail themselves of this under present law if they desire to do so.
Actually under a more liberal interpretation of the Social Security
Administration, a labor agreement in New York City has just becn
concluded between the Joint Council of the Hotel Trades and the
New York Hotel Association where a combination of wages and tips
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of $70 per week for service employees was established as the base for
reporting income for social security purposes.
In other negotiations this matter is being considered and this oppor-,
tunity is available for social security coverage.
The very fact that the elfects of section 9 can be achieved unr
present law is reason enough for deferring action on this provisioL
until all interested parties can be given an opportunity to appear and
suggest such changes as they see fit.
Tip income is self-employment income. The cost of recognizing
it as such is not necessarily prohibitive to an employee. We believe
it should be so recognized.
Section 9 of H.R.11865 was not adequately considered by the House
before it acted. Time has not been permitted all interested groups
to appear before the Senate. This is a complicated, costly, and
morale-destroying problem for which no clear solution has yet been
proposed.
This problem of basing social security on tip income should be considered as an independent issue at some time during the next Congress
when adequate time may be provided to give the matter the consideration it deserves.
I respectfully urge you to eliminate section 9 completely in the
1964 social security bill.
Thank you, Mr. Chairman.
(Mr. Scott's prepared statement follows:)
STATEMENT OF LESLIE W. ScoT, CHAIRMAN, GOVERNMENT
NATIONAL RESTAURANT ASSOCIATION

AFFAIRS CoMmITTEE,

Mr. Chairman, my name is Leslie W. Scott. I am president of Fred Harvey,
Inc., a corporation with headquarters in Chicago, which operates restaurants in
various cities across the country, on railroads and in several national parks.
I appear today on behalf of the National Restaurant Association, of which I am
a director and the chairman of the Government affairs committee. I am also
representing the American Motor Hotel Association, a trade association atliliated
with the National Restaurant Association. Mr. S. Cooper Dawson, Jr., a past
president and chairman of the Governmental Affairs Committee of the American
Motor Hotel Association will file a statement for inclusion in the record.
The National Restaurant Association is the trade association of the food
service industry. Through direct membership and affiliation with 135 State
and local restaurant associations, it represents over 100,000 restaurants in the
United States.
7. am, as I have stated, now associated with the restaurant industry as presldnt of Fred Harvey, Inc. Prior to that I served for 10 years as a member
cf the faculty of Michigan State University as director of the School of Iotel
and Restaurant Management, as assistant dean of the College of Business and
as director of continuing education.
THE POSITION OF THE RESTAURANT INDUSTRY

I appear in opposition to section 9 of the bill H.R. 11865 and urge that section 9
be eliminated from the bill. No public hearings were held by the Committee on
Ways and Means on section 9 of this bill. The legislation was brought to the
floor of the House under a closed rule which prevented the offering of amendments on the House floor. This is our first opportunity to testify to the merits
of the bill.
The potential harm of this legislation Is great. If enacted, It would impose
burdens and liabilities on employers as the direct result of income of their employees over which the employer cannot exercise either custody, possession, or
control. Knowledge of the amount of tip Income lies exclusively within the
knowledge of the employees receiving the tips. The eniployer wvoul be conpletely at the mercy of the eml)loyees as to the amount of tip income reported.
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The employer has a very real interest in the amount of tip income reported
because he would be required to pay the social security tax thereon. Without
knowledge of the average tip or the right to challenge the employee's report the
employer is left to pay a tax based on an inestimable figure the fluctuations of
which lie completely outside his control.
Section 9 is not a satisfactory solution to this problem. Therefore, it should
be removed and the matter of basing social security benefits and payments on tip
income should be considered on its own merits at some time during the 89th
Congress. When adequate time is available to hear all interested parties in full.
SECTION 9 OF 1I.R. 11865

Section 9 requires that all employees in any business or industry who receive
more than $20 per month in tips report those tips to their employer within 10
days following the calendar month In which the tips were received. The
employer must make a record of the tip income reported, withhold the social
security contribution due thereon from any unpaid wage due tile employee,
match the employee's contribution, and provide the employee with a record of
the amount reported and the contribution made to tle Treasury. The employee
is given the option of paying such money as may be due to meet the social
security payment should sufficient wages for withholding not be available. The
employer's liability for matching his employee's payment extends to all tip
income reported by his employees.
TIE MORALE PROBLI.EM OF SECTION 9 OF 11.11. 11865

The nature of restaurant employment is such that all our employees work in
close contact with each other. They must cooperate and communicate with each
other to do their job successfully. This close contact causes the employees as
a rule to be quite friendly with each other. They discuss with each other
personal family problems. They know the wages everyone is paid and many
other things which might not be known by fellow employees in other industries.
However. our employees do not know the til) income of their fellow employees.
The reason is that tips are alinost never discussed and are never disclosed. The
employee's tip Income arises from his personal relationship with the customer.
He feels this makes tips his business and that of no one else. Often even the
families of tipped employees do not know the extent of their ti) income.
Some stations in a restaurant are better ti) areas than others. Forcing disclosure of tip income would cause employees to vie for the amost desirable posts.
This would present a new headache to managel.ient.
If employees won't tell fellow employees tile extent of their till income, they
will certainly be all the more reluctant to tell their emlployers.
Many feel that their employers would attemlpt to reduce wages if true tip
income were known. Therefore, they feel that the employer 11s an adverse
interest in this matter.
The employer never sees the tip. The employees feel that tle employer has
'nothing to (1o with determining the amount of the tip. They feel it is none of
the employer's business and tile resentment they will feel if they have to disclose
their tip income to their employer will seriously impair or destroy good eml)loyer.
employee relations. Since our business Is one which depends on good service
for continued success, good employee morale is vital. Most emnlloyers would
not want to Inquire into the extent of their employees' income because of the
morale problem. Time Senate itself has tipped employees. The barbers in tile
various congressional barbershops are salaried employees who also receive tips.
Tley are eligible for retirement based on their wages, but tile Congress has not
seen fit to require them to report their tip income other than directly to tle
Internal Revenue Service. Numerous industries have tipped employees, but I
know of none which as a practice, requires the reporting of tips.
FURTIIER DEFECTS OF SECTION 0 OF i.1.i 11805

The employer never sees tile tips his employees receive. Therefore, he ias no
knowledge of tile amount of tip income. There Is thus, no way of knowing the
average or normal tip situation. Under the House passed bill, the employer must
sillply take on faith tile employee's statement concerning tis ti) income. The
employer Is given no right to challenge tle tip figure reported. Many eml)loyees
might adjust their reported tit) Income to fit their personal situation and needs.
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The young employees who are not concerned with retirement and pensions might
urderstate their tip income as a means of limiting their Income tax liability.
The older employee near retirement might overstate his tip income feeling that
the added income tax liability would be worth the increased pension he would
thereby obtain, No safeguards are provided the employer in this matter. While
our primary objection is not its cost, it must not be overlooked that this proposal
could prove very expensive to an Industry with an already poor profit picture.
In my company, we have approximately 2,000 employees receiving tips. If their
average tip income reported were 50 cents an hour, it would cost my company
$100,000 per year. If the average hourly reporting were $1, the cost would be
$200,000 per year. The restaurant industry does not object to paying more to
its employees, but 'we do object to having a significantly increased labor cost
over which we would be given absolutely no control.
This bill ignores requirements for State income tax wlthholdings, union checkoff dues, and the employee cost of IRS approved pension plans.
Our industry employs many casual employees particularly tipped employees.
Many work for 5 or more restaurants in a month. The House-passed bill requires
reporting within 10 days following the end of the month. It is possible for an
employee to require the entire social security contribution for the month to be
paid by the employer for whom he was working at the month's end, or for thait
matter, any one of the employers during the month.
In the restaurant industry, many employees receive tips from other of our
employees. This results from the common practice known as tip splitting. Busboys or bartenders are often given a portion of the waiter's or waitress' tips.
Section 9 of H.R. 11865 is not clear as to whether employees who share tips
would be covered.
Many of our larger operations have introduced automated bookkeeping as a
means of reducing costs. Introduction of such a widely fluctuating variable as
tips into the wage determining payroll machinery would force an extensive return
to manual bookkeeping. The increased cost of doing so will perhaps outweigh
the direct social security cost.
THE I'ROnLEM!CAN 1E HANDLED BY PRESENT LAW

H.R. 11865 proposes extensive changes in social security. Covered for the
first time would be doctors of medicine. Changes would be made with respect
to the farm community, policemen, and firemen. The rate and benefits would be
raised. Changes would be made with respect to widows and children. The primary attention of the Senate to (late has been whether to include provisions for
medical care for the aged. The House did not hold hearings on the tips proposal.
The Senate has been forced by the short time available to severely limit the time
available for industry witnesses to present their views. This is a very complex
subject and I believe one which has problems not solved by the House-passed bill.
Several industries are involved and many different types of employees. Not only
would hotels, motels, and restaurants be concerned. Also affected would be
barbers, bootblacks, beauticians, taxi drivers, and others.
There is no need for haste in handling this legislation. Social security in much
its present form has been a part of our law since 1935. Congress in that time has
not seen fit to include tips for social security purposes. A few more months will
cause no harm.
Furthermore, existing law and the regulations of the Social Security Administration allow tips to be a part of wages for social security If the parties agree
(see. 1329, Social Security Handbook, 1963).
Actually, as an example, the Social Security Administration has recently taken
a much more liberal approach than that proposed by section 9 of II.R. 11865. The
Administration has approved an agreement of the New York Hotel Association
and the Hotel Trades Council that wages and tips shall be assumed to be equal
to $70 per week. This Is a recent example to show that even estimated tips can,
under present law, be used to provide social security coverage for tip income.
Banquet employees' tips when charged as part of the bill are already used in
determining wages for social security purposes. All other restaurant employees
may avail themselves of this under present law if they desire to do so. The vast
majority do not desire to do so because they don't want their employers lo
know the extent of their tip income.
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Tlle very fact that the effects of section 9 of II.R. 11865 can be achieved under
present law is reason enough for deferring action on this provision until all interested parties can l)e given an opportunity to appear and suggest such changes as
they see fit.
TIPS A

REALLY SELF-EMPLOYMENT INCOME

The waiter or waitress in our industry Is really a concessionaire. His tips are
primarily the result of his own industry and skill in serving the customer. The
customer rewards the waiter or waitress and not the employer with a tip. The
employer has no interest in this. His concern is that the customer be satisfied. If
tip income should be included for social security purposes, it should he done on a
self-employment basis. Present law permits people receiving wages and selfemployment income to have social security protection for both. Sharecroppers
and tenant farmers are employees who are treated as self-employed for social
Federal court reporters are treated as employees, but income
security purposes.
from the sale of transcripts to interested parties is treated as self-employment
income.
Tip income Is genuinely self-employment Income. The cost of recognizing it as
such will certainly not be prohibitive to an employee. The man who earns
$1.25 per hour in tips under the self-employment treatment would pay only
$49.40 more per year next year.
Ministers of the Gospel often receive gratuities for performing weddings,
baptisms, etc. This is much the same as the gratuity given a waiter or
waitress, yet the congregation does not expect the minister to reveal that gratuity. Between the congregation and the minister as between the restaurant
owner and the waiter, the gratuity Is solely the result of the individual's personal
effort. The minister may report the gratuity as self-employment income.
The waiter should be required to do the same.
CONCLUSION
Tip income is self-employment income. It should be so recognized. Section 9
of 11.R. 11865 was not adequately considered by the House before enactment.
Time has not been permitted all interested groups to appear before the Senate.
This is a complicated, costly, and morale destroying problem for which no
satisfactory solution has been proposed. The problem of basing social security
on tip income should he considered as an independent issue at a later date
when adequate time may be available to give the matter the consideration it
requires.
I respectfully urge you to eliminate section 9 completely.
The CtlATrI.NMAN. Thlliak -oil

ver.N much,Mr. Scott.
Senator IE,,E'rr. Mr. Chairman, may T ask one qilestion?

There are self-employed people who receive tips, the taxi driver
would he in that class.
Mr. Sco'rr. That is correct.
Senator 3F,-,Nrrr. So we are now facing the dilemma of having
part of the tip income considered self-employed income and part, of
it if this bill pxoes through considered wage income.
Mr. Sco'rr. That is correct.
Senator SMATTIERS. Mr. Chairman, may I ask one question.
T noticed where Mr. Scott says tle administration has approved
the agreement with the New York Hotel Association and the Hotel
Trades Council that, wages and tips should be equal to $70 per week.

You say tle administration has approved it.

For what purpose

have they approved it, not. for tax purposes?
Mr. S'orr. No, for social securitv purposes.

Senator Swrlm.iis. For social security purposes?
Mr. Scoi-r. Yes, sir.
Senator McCCArrlly. Can I ask at this point does that include
tips?
Mr. Sco'rr. Yes, sir; this is a combination of wages and tips.

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

295

Senator TcCArnY.. I see. This applies not only to employees who
receive wages and ti)s but is just a flat $70.
Mr. Sco'vr. This is for the tip employees.
Senator MCCARTHY. Only for those who are tipped.
Mr. Scoir. Yes sir.
Senator MCCARTHY. Do all of these eniployees-do all of them,
receive tips or (10 someMr. Sco'irr. This would only apply to the tipped employees.
Senator McCARTHY. Those who receive tips directly or those involved in tip splitting?
Mr. Scoi-r. I am not aware of how they handle the tip splitting.
Senator SMA'rTnIIs. As I gather, this'is the kind of thing you are
not particularly in favor of, is that correct?
I don't understand why you put this illustration in your statement.
Mr. ScoTr. We submitted this to show that there are opportunities at the present time for workers to have this type of coverage.
This was a new development in the city of New York.
Senator SmATHERS. MOSt of your argument has been that it is
impossible to administer, there is no way to have an agreement,
there is no way for it to be worked out equitably, and yet you point
to this illustration of how it could be done.
Mr. Scorr. This can 1)e done over the bargaining table.
Senator SrMA'rHRs. All right.
Senator I)ouor,,s. Mr. ChairmanSenator RiBrcoFF. Would somebody yield for one question?
'Whatpmuzzles me in this could be a way out. But 1 am just wondering how you would do this with a general rule when you have waiters
working'in New York in Tw'eaty One and Horn & Hardart. I mean
it is owviolus I hat you have got a difference here. H1-ow (o you reconcile that?
In other words, certainly the way they are working at Twenty One
they get more than $70 atweek, and a waiter working at Horn &
I-[ardart probably earns less than $70 a week.
How (10 von (10 this?
Mr. Scom'. I think this would be aIvery great problem and I am
not aware, because I (1o not. operate in New York City, as to how they
negotiate their contracts, as to whet-her they negotiate them for
the hotel group separately or for the restaurant group separately.
But I lbelievo their contract was only for hotel waiters in hotel
restaurant operations and would, therefore, not include the Bickfords or the Schraffts or companies of that type.
Senator Doumui.s. Mr.Chairman, may I .ask,a question ?
The CT.\m.rxN.-. Proceed, Senator Douglas.
Senator Dor(,r,As. Mr. Scott, what would you think of the possibility of the tip employee making the same statement for social security purposes that he now makes for tax purposes, so that it would be a
miled statement which would 1)e made quarterly rat her than
mont hly ?
I (lo't think that there would be,any (hanger nider this l)rovison
Ihat, the a imuntt of the tips would ever he overstate(1, whi('h I Illiderstand is one of your fears in the laler years of am enllovees life.
I haNve thought that this mithie a coast macI 'eway omt. 1lave you
had a ehim nee to think aol ut Ihat, M'.Seot t.
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Mr. Scorr. I haven't had a great deal of opportunity to think about
it because of the time element that was involved. This could be a
possible approach to this solution, an(l there have been others that some
of our members have asked to discuss with us but time has not permitted us to really probe this matter and come up with a solu icn that
would be fair to the employer as well as to the employee.
Senator DOUGLAS. It seem a possibility to you at least?
Mr. Sco'rr. I would think this would have'a possibility.
Senator DOUGLAs. Thank you.
Senator SMHTERS. May I ask one further question on this point.
Do you have any estimate as to how many of the employees w.eio
work in restaurants throughout the Nation, how many of them belonii
to unions and how many of them do not? What, is the percentage of
them ?
Mr. Sco'rr. I do not know the answer to that question, Senator. I
could only tell you for our own company, where about 75 percent of
our 5,000 employees are members of unions. I can't answer that
for the industry.
Senator DIRKSEN. Mr. Scott, when did you first become aware that
this item might be inserted in the House bill?
Mr. Scorr. I donrt have the date. Mr. Nun, do you have the date?
Mr. NUNN. Senator, we became aware of it, first, of all, when the
Committee on Ways and Means proposed to report the Social Security
Amendments of 1964. Not before that date.
Senator Dmius.;x. Tn other words, they were already preparing
their report.
Mr. Nt;X. Yes, sir. They were.
Senator Diwicsio. At that'point, theMr. NuNN. We fomnd out about it and pointed out some of the difficulties, and they told us that, 1 r ell, you may send us a letter inwhich
vou will describe your teclmical difficulties, the burdens of this thing,
but you need not address yourself to the philosophy because we have
dete-mined about this."
We sent a letter up, and they incorporated it as well as they could,
some of the minor matters that we pointed out. But we first knew
about it after the decision had been made, Senator.
Senator DWJ SEN. And the hearings were closed?
Mr. NuNx. Hearings were closed, sir.
Senator DiRKsEN. Had there been any testimony on this in prior
years ?
Mr. NUNN. Some years ago, I believe there had been, Senator, not
in my time, not within my memory.
The CAIRA'TTAN. Any further questions?
Tt is now 11:10, so I assume we won't have time for the next witness
.nd we will recess until 2:30 this afternoon.
(At the request of the chairman, tie following ave made a part of the
record:)
STATEME T OP S. COOPER DAWsON. .Tr.., ChrAIRMAN, GOVERNMENTAL
COMMITTEE. AM ER lOAN MOTOR HoTm, A'S3oCTATION

AFFAIRS

Mr. Chairman and members of the Senate Finance Committee. my name is S.
Cooper Dawson. Jr.. owner andl operator of a motel and restaurant In Alexandria.
Va. i am filing this statement as chairman of governmental affairs of the
American Motor Hotel Association, after our request for oral testimony in Op)oPition to section 9 of 11.11. 11865 was dented at the hearing held today.
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The American Motor Hotel Association has been the spokesman for the motel
Industry since motels came into being. No other organization speaks for the
motel industry as a whole.
We are opposed to section 9 of the proposed social security bill (II.R. 11865)
because it is Ill conceived, unjust, and unworkable and was drafted without
hearing of those who would be most vitally concerned.
This section 9 is asking me to be a new kind of tax collector. I don't want to
be this kind of tax collector and those I speak for feel the same way.
Most of the employees in motels and restaurants are people with minimum
skills and limited business dealings. They are always scared stiff in any dealings or involvement with (1) the policeman and (2) the Internal Revenue man.
It is hard enough to explain to them that their pay Is, say $60 a week, and
after present taxes the take-home portion is $40 a week. It would be next to
Impossible to explain to them that they must now report the amount of their
tips to us, so we can take out another big slice of their take-home pay for the
Federal Government.
I don't want to further jeopardize my employee relations by becoming another
n.,)sty type of tax collector. The others I represent think likewise. We do not
fcel that this section is right or fair to either the employer or the employee.
From 32 years' experience in this business, I know of no practical way to determine the amount of tip income of an employee. It is his money and it is paid to
him directly by the customer or guest he serves. Only tips of record, or those
that are collected by the management, can be accurately pinned down for taxing
purposes. We have no quarrel with taxing tips of record and this can be handled
with reasonable efficiency. This type of tip deduction by management Is understood by most employees.
Tips not of record, those given direct to the employee by the customer or guest,
are the big problem. Any deductions from this type of til) income will cause much
friction and ill will between employee and employer. This loss of this proper
relationship can and will be costly to motel and restaurant operations. In our
estimation, it will be of such magnitude, in many instances, as to cause business
failures.
Disgruntled employees, in the service Industries, often pass their grievances
along to the customer or guest.
We feel sure that members of this committee are not fully informed as to the
many ramifications of section 9 of H.R. 11865 and how they will adversely affect
the motel and restaurant Industries.
We were not given the opportunity to participate in public hearings on this
section as none were held. The legislation was brought to the floor of the House
under a closed rule which prevented the offering of amendments.
The motel Industry, representing nearly 62,000 operations, with an Invested
capital of $12 % billion and gross income of wel over $4 billion was not notified
that a proposal to base social security coverage on tip income as well as wages,
would be considered as part of the Social Security Act of 1964. No other affected
Industries were notified.
We can see little valid need for the hasty action proposed In section 9 of this
bill. The reporting of tip Income is a highly Involved procedure if any semblance of accuracy Is to be secured.
Customarily the value of tips is a thing never revealed by an employee to his
employer. The employer is loath to seek out, or to seem to seek out, this
information. Employees would resent giving employers a written statement of
tips. The very announcement of such a requirement would at once create friction between employers and their tipped employees.
There Is no guarantee of an accurate reporting of tips. There Is inducement
not to report accurately. A young employee, not mindful of social security
benefits would report low so as to reduce his payments and avoid the revelation
of his income tax liability. A casual employee, a transitory employee, would
tend to do this also. An old tipped employee approaching retirement would
give greatest importance to social security benefits soon to be realized and tend
to report high. In either case, the employer and the Government would be at
the mercy of the employee.
What of the employee who does not report in writing? The bill provides that
if an employee does not report within 10 days from the end of the month in
which the tips were earned the employer shall have no responsibility with
respect to that month's tips.
36-453-04-20
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Bear in mind that all manner of tipped employees are covered by this bill.
There are bartenders, bellmen, and barbers as well as porters, tax drivers,
parking lot employees, chambermaids, and beauticians. There are others who
are not often thought of as recipients of tips or gratuities.
There is no objection to the principle of applying tips to social security payments since the social security system has long been the law of the land. But
there Is objection to doing so in the manner proposed by this bill. Tip; are
unique. They are different. They represent a transaction between the
employee and the customer.
The employer never has custody, possession, or control of tips. Ile doe., not
know the value of tips. He Is not going to find this out with accuracy. It
Is unfair to impose the burden of collection upon him.
If the employee is to count his tips for social security, let the law provide
that he may do so as if he were self-employed as is now provided in the unique
situations of ministers of the Gospel, tenant farmers, and court reporters.
So there is no need for haste. Extensive hearings should be held by the
Committee on Ways and Means of tle House and the Committee on Finance of
the Senate. Many industries used tipped employees. All should have an
opportunity to be heard.
This provision (see. 9 of H.R. 11865) should be held over for hearings by
another Congress next year when proper time can be devoted to It.

HAWAII RESTAURANT AsSOCIATION,

Honolult, Hawaii, July 31, 19641.
Hon. HARRY F. BYRD,
U.S. Senate, Washington, D.A.
DEAR SENATOR f3YRD: It is our understanding that H.R. 1165, which wvs
given a closed rule by the House Rules Committee on July 21, contains a
social security tax based on tips feature. We strongly urge you to do all
in your power to remove this feature from the bill. Our objections are basel
on the fact that no hearings were held on this subject and the restauran;
Industry was given no notice of its inclusion in the bill prior to approval.
We believe the social security tax based on tips feature would affect em.
ployee morale to a considerable degree and ultimately have a negative bearing
on employer-employee relationship since tipped Income has been traditionally
respected by the employer as belonging solely to the employee and therefore
unaccountable to the employer. Aside from this aspect, there is the burdensome cost of recordkeeping. In all fairness to those most concerned with this
feature, It would seem highly advisable to consider it later as a separate
measure when some of the problems involved may be presented and when
changes may be suggested.
We shall very much appreciate your efforts on our behalf In this matter.
Sincerely,
RoY E. KINO, Jr.,
President.
DETROIT, MICH., July 29, 1964.
Re H.R. 11865, the social security bill.
Senator HAnRY F. BYRD,
Chairman,Senate Finance Committee,
Washington, D.C.
DEAR SENATOR BYnD: As president of the Metropolitan Restaurant Association of Detroit, I have been urged to write you regarding tile social security
based on tips of restaurant employees of H.R. 11865.
The complexities involved in such action and the resultant problems would
seriously disrupt an industry which presently is just recovering from the
"expense-account slump."
We would welcome the opportunity of discussing this problem with you and
sincerely feel that the social security on tip Income feature of this bill should
be considered later as a separate measure.
Very truly yours,
N. C. 50C1WEIZER,

President, Metropolitan Restaurant Association of Detroit.

(Whereupon, at 11:10 a.m., the committee recessed to reconvene at
2:30 p.m., the same day.)
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AFTVRNOON SESSION

Senator
DoUGIAs. The committee will come to order.
rhe first witness this
afternoon is Dr. John G. Sugg, of the American Optometric Association.
Dr. Sugg, we are very glad to have you.
I see you are accompanied by an old friend of mine, Mr. William
MacCracken.
Won't you testify, Dr. Sugg?
STATEMENT OF JOHN G. SUGG, O.D., ON BEHALF OF THE AMERICAN
OPTOMETRIC ASSOCIATION; ACCOMPANIED BY WILLIAM P.
MacCRACKEN, ATTORNEY
Dr. SUGo. Mr. Chairman, my name is John G. Sugg. I am an
optometrist practicing my profession in Fayetteville, Ark. My appearance here is in behalf of the American Optometric Association.
With me is Mr. William P. MacCracken, Washington counsel of the
American Optometric Association.
I am serving my third year as a, member of the board of trustees
of the American Optometric Association. For 4 years prior thereto I
was director of its department of public information. I graduated
from the Northern Illinois College of Optometry in 1949 and that same
year was admitted to practice in the State of Arkansas. I have served
on the board of the State association as its vice president and president. I was awarded an honorary degree of doctor of ocular science
I)y the Illinois College of Optometry. I was president of our local
junior chamber of commerce, a director of the U.S. Junior Chamber
of Commerce and received that chamber's Distinguished Service
Award in 1957. I am past president of the local Rotary Club and I
served for 3 years in the U.S. Navy in the Pacific.
The American Optometric Association is the national organization
representing the profession of optometry. It has a membership of between 12,000 and 13,000. Every State and the District of Columbia
is represented in our house of delegates.
Optometry is the art and science of vision care, and as such, optometrists are primarily concerned with the maintenance of normal
efficient vision, the prevention of its deterioration and impairment, the
correction of impaired vision by the use of lenses, contact lenses, subnormal vision aids, and visual training as well as the detection of
diseases with proper referral for treatment. Members of our profession are to be found not only in the large cities, but also in the smaller
rural communities.
There are 10 accredited schools and colleges: Illinois College of
Optometry, Indiana University Division of Optometry, Los Angeles
College of Optometry, Massachusetts College of Optometry, Ohio
State University School of Optometry, Pacific University College of
Optometry, Pennsylvania State College of Optometry, Southern College of Optometry, University of California School of Optometry, and
University of Htouston College of Optometry.
These colleges require that an applicant for admission must have
completed 2 years of l)reoptonmetrc studies at the college level. A
nimnimum of 3 years addi jiotil siudy devoted to optometry is required
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and many of the schools require a fourth year for the student who
desires to obtain a doctorate degree. There are six points that I would
like to emphasize.
(1) Every State of the United States and the District of Columbia
by statute, licenses and regulates the practice of optometry.
(2) A substantial majority of our citizens voluntarily seek the services of optometrists for their vision care.
(3) Unfortunately, in the administration of health care programs,
financed in whole or in part by congressional appropriations, the beneficiaries thereof have been and are being denied either directly or indirectly the right to avail themselves of the services of optometrists
and have the charges paid out of federally appropriated funds.
(4) Congress has heretofore found it necessary and advisable to
enact legislation to make the services of optometrists available to the
beneficiaries of certain health care programs including title X of the
social security law P id the law establishing the medical department
in the Veterans' Administration.
(5) It is in the public interest that beneficiaries of all health programs which include vision care and are financed in whole or in part
by appropriations authorized by the social security law be entitled
to obtain the services of a duly licensed optometrist if they so desire;
and
(6) That said services should be paid for at the same rate as would
similar services rendered by any other duly licensed practitioner.
The 1950 amendments to title X of the social security law, required
that services of optometrists should be made available to the beneficiaries of the aid-to-the-blind program who desired to utilize them.
In 1953, as a result of this amendment, the Industrial Home for the
Blind in Brooklyn, N.Y., inaugurated what was known as the optical
aids service. Peter J. Salmon was its executive director. He himself was legally but not totally blind. Six weeks ago, in New York
City, our association presented him an Apollo Award. It was my
privilege to be present on that occasion when he addressed a luncheon
audience of approximately 2,000 people. It was an occasion which
I shall never forget. I regret that Mr. Salmon is not here in person
to repeat what he said then. But I am going to take the liberty of
reading to you excerpts from the transcript made on that occasion.
At the beginning, he ran his fingers over his manuscript and said,
very haltingly as he felt along:
The method I am using right now in addressing these few remarks to you Is
the one used by totally blind persons throughout the world. It is braille. I
read braillh with my fingers for some 40 years, and then something wonderful
happened to me--I became the first legally blind person to benefit from the use
of optical aids-so much so that I was able to discontinue using my braille
and to read everything with my sight, even to looking up a name and number
In the telephone book.

At this moment Mr. Salmon reached in his pocket, took out a pair
of glasses with telescopic lenses and took out a typed manuscript
and said all this:
The thrill I experienced was not only beause of what the low-vision service
has meant to me, but more because there are now some 50 clinics In the United
States modeled after the first pioneered in by the Industrial Homne for the Blind.
As you know we look to the optometrist to carry on his painstaking, exact,
and I must say very fruitful service on behalf of these persons who are classl-
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fled as "blind" but who have some remaining sight. The original statistics
which we announced of being able to help approximately 70 percent of those who
are treated through this service has held, and thousands of blind persons have
benefited through this service,
Optometry has played the key role in this development, and your thoughtfulness
in presenting this award to me today gives me the opportunity to thank you publicly for having the vision and the technical knowledge, as well as the ingenuity
to develop the best use of remaining sight for these legally blind persons. We
have been willing, with your cooperation, to overcome the skepticism which
existed back in 1953 when this program was first announced, and the years that
lave elapsed have proved the worth of this very meaningful service so that today
it has become a part of the ongoing rehabilitation process in a number of agencies
for the blind and in teaching universities as well as hospitals.
It has profoundly affected blind persons economically, socially and indeed
spiritually; spiritually because it has given them for the first time an opportunity
to be doubly sure of the extent to which their remaining sight can be used, and because of your dedicated skill and painstaking examination-real progress has
been made in a field that hitherto was considered a "closed book."
It is with this in mind that I can express to you thanks from all of those who
helped us in the early (lays of the low-vision service at the IHB-Dr. George
Hellinger, I)r. William Feinbloom, Mr. Louis Bettica, and the other members of
the IB staff. We thank you in particular oil behalf of the legally blind persons
who have benefited through the low-vision services in which the optometrists have
played the key role.

Mr. Chairman, while not all of the members of this committee participated as Members of Congress in the enactment of the 1950 amendinents. I ain confident that those members of the committee who did
assist in making this service available must experience a keen sense of
satisfaction in living done so. Of the 16 titles to the social security
law, there are 5 others by reason of which Federal funds are available
for vision care; namely, Title I: Old-Age Assistance; Title IV: De)endent Chlidren; Title V: Maternal and Child 1 elfare; Title XIV:
Aid to the Permanently and Totally Disabled; and title XVI, commonly referred to as Kerr-Mills.
has transpired, in the aid-to-the-blind program
as In
theview
resultofofwhat
the 1950 amendments, I respect fully suggest that an
amendment be incorporated in any bill which the comllittee reports.
If it is the only amendment to I-.R. 11865 it will be known as section
17 of the bill. The following language is suggested:
Any individual entitled under the Social Security Act to have payment made

for vision care which may be rendered by an optometrist may obtain the services
of any duly licensed optometrist and the services so rendered shall be paid for
at the same rate as would be paid for similar services rendered by any other
(]lily licensed i)raetitioner.

This would not increase the cost to the Federal Government I cent-.

In fact, there would be substantial savings in travel costs and it
would enable some of the beneficiaries to become self-supporting taxpayers.
Before closing, Mr. Chairman, I want to thank you and tile other
members of the committee for according me this opportunity to present
this statement and to assure you of my willingness to answer any
questions which you think relevant.
Senator DOUGLAS. Thank you very much, Dr. Sugg.
May I ask-what would be the practical scope of this amendment?

Wr1oul it add eye care, vision care, to any additional titles of the bill?
Dr. Suce(. No, sir; it would not add allytling. It would simply give
the patient tlhe right to go to wholnever he wanted to have the care.
Senator Douir, .s. I)ocsn't le have that right noW?
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Dr. SuGo. Not in practice; no, sir.
Senator DouGLAs. Didn't the 1950 amendment give--wasn't th(
1950 amendment designed to give it?
Dr. SUGo. Let Mr. MacCracken answer that for you, please.
Mr. MACCRACKEN. Senator, we thought that it would have tha
effect, but it has been limited strictly to title X, and these othe
titlesSenator DoUGLAS. What is title XI
Mr. MACCRAccrEN. Title X is aid to theblind.
Senator DOUGLAS. Aid to the blind?
Mr. MACCRACKCHN. Yes, and it was under that title.
Senator DOUGLAS. Eye care cannot be rendered as a medical servio
to those on old-age assistance, to dependent children, to mothers, or to
permanently and totally disabled?
Mr. MACCRACKEN. 'The answer to your question, Senator, is, it is
not being done. I think it could be dtone if the welfare department
was willing to do it.
Senator DoUoLAS. Why isn't the welfare department willing to
do it?
Mr. MACCRACKEN. No, they are not.
Senator DOUGLAS. 1rhy not? What is the reason given?
Mr. MACCRACKEN. Well, because in the other sections or titles, they
refer to it as being medical care, and they say that the optometrists are
not medics.
Senator DOUGLAS. What is the difference between optometry and
ophthalmology?
Mr. MACCIRACKEN. I will be glad to answer it, if it is all right,
Senator.
Senator DoorAs. All right.
Mr. MACCIACKEN. The ophthalmologists are primarily trained and
utilized for medication and surgery; treatment of glaucoma, which is
one of the common diseases we are familiar with; removal of cataracts,
detached retinas, and things of that kind which all come&within the
scope of the oplithalmalogist.
Senator BENNE'rr. Isn't it also true they must have a basic medical
degree?
Mr. MACCRACKEN. Oh, yes.

Senator BENNEi-r. They must have an M.D. degree; and you do
not?
Mr. MACCRACKEN. Yes; and then they specialize in the care of
the eye.
It used to be that unless a man passed the lloard, which is given,
passed the examination for ophthamology, why he wasn't known
as,an ophthamologist, he was only known as an eye, ear, nose, and
throat specialist. But in more recent, years, they are willing to permit any man who specializes in the eye, whether he has passed the
board or not, to use the term ophthamologist, because there is no
legislation under the StateSenator DOUGLAS. lie has to have a medical degree, first; doesn't
he?
Mr. MACCRACKEN. Oh, yes; he has to have a medical degree and,
as I say. when the term first became known it was limited to the man
who had passed the board examination, but now, I understand that
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there are quite a good many who are permitted to use it. Of course,
it is voluntary, merely because they do specialize, even though they
haven't passed the board.
But the optometrists all have to pass a State board examination.
Senator )OUoLAS. Are you eligible for membership in the American Medical Association?
Dr. SuG. No; I am not.
Senator )OUOLAS. You are not eligible?
Dr. SuGo. No, sir; I do not have a medical degree.
Senator DOUGLAS. Are the ophthamologists eligible?
Dr. Suio. Oh, yes.
Senator DOUGLAS. D9 yeii think the fact yoii are not members of
the AMA and the 0phthamologists are members of the AMA may
be any reason why'^you are not regarded as eligible uider these five
titles to the bill aiid confined to title X?
Dr. SUaO. In my opinion, that is the reason; yes, sir.
Senator DOUGLAS. Then the reason is the opposition of th.'oAmerican Medical Association?
)r. Suao. Yes, sir.
Senator'DOUGLAS. Thank yo.-..
Senator Bennett?
Senator BE.NNFivr. I have no furkie questions.
I think you have brought out thb Zrucial thing, that these people
or these men have a degree, and totlf extentnt they fit in the same
general character, at. least, from the j)oint'of view of the AMA, as
the osteopaths, chiropractors, qnd odtphr b le who practicee health
service but without a'medical degzeke. - Senator DOUGLAS. Wait a minute.- Dii't quite include optometrists
with chiropractors.
Dr.S-ioo. 'Thanks.
Senator BkEPiE'r. I was saying in the vie. qf the American Medical Association.',,
Senator Douo' S, Of these 10 accredited schools and colleges, how
many of those are jroflitmaking colleges and how ,pfiny non-profitmaking colleges?

S...,,-

Mr. MACCRAcKEN. They aieahll-nonprofitiS-enator.
(r
Senator DOUGLAS. All nonprofit?
Mr. MACCIACKEN. All nonprofit.
Senator DOUGLAS. So it cannot be charged that the optometrists
are educated at profitinaking diploma mills.
Mr. MAcCRccCEN. No sir.
Dr. SUoG. Definitely not;.
Mr. MACCIACKEN. That used to be, as it was with medicine and
law and everything else. But now that has all )een eliminated.
There are no diploma mills in this country. I think they have one
up in Canada that we are trying to keep-of course, they can't practice here, but-the men with those diplomas, but they can use our
mails to defraud our citizens. We are trying to stop that.
Senator DOUGLAS. I notice you have a Southern College of Optometry. Where is that located?
Dr. SUGo. It is in Memphis.
Senator DOUGLAS. IS that affiliated with any other educational
institution?
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Dr. Suco. That one is not affiliated. It is an independent, nonprofit school.
Senator DOUGLAS. The Los Angeles College of Optometry, is that
affiliated with any other educational institution?
Dr. Suoo. It is not, either.
Mr. MACCRACKEN. I don't think Los Angeles is.
Dr. Suao. I think not.
Senator DOUGLAS. IS the Pennsylvania State College affiliated
with what is known as Penn State College?
Mr. MACCRACKEN. No.
Dr. Suco. It is not,.
Ohio State and IndianaSenator DOUOLAs. Are those affiliated?
Dr. Suao. Those are affiliated with State universities.
Senator DOUGLAS. With State universities.
Mr. MACCIIACKEN. California and Houston.
Dr. Stjo(o. Ohio State University has just put a 6-year doctorate
degree in optometry.
Senator )OUGLAS. University of California, School of Optometry,
is that affiliated with the Univeisity of California?
Dr. Suta. Yes.
Senator )ouGLAs. University of Houston College of Optometry?
Dr. Suoo. Is affiliated; yes, sir.
Senator DOUGLAs. The Pacific University College of Optometry,
at Forest, Grove, Oreg.?
Dr. Suco. Yes, sir. Forest Grove, Oreg.
Mr. MACCRACKEN. One of your colleagues is a trustee of Pacific;
isn't he?
Senator DOUGLAS. Is that so?
Senator BENiN.-Tr. I-low about the Illinois College of Optometry?
Dr. Suco. It is not affiliated.
Senator DouGLAs. Thank you very much.
Senator BENNE'-IT. May I ask one further question?
Senator DOUGLAs. Certainly.
Senator BENN:rTr. Isn't the decision as to whether or not you may
be compensated, may be recognized for the treatment of people receiving public assistance under sections others than section X, a State
decision?
Mr. MACCRACKEN. It is not entirely. It is partially so and partially
under HEW.
Senator BENNETr. Are there any States in which you are given that
privilege with respect to any other section?
Mr. MACCRAcKnx. Oh, yes. For example, under Kerr-Mills, many
of the States in enacting the enabling act, you know, under Kerr-Mills
that requires enabling legislation on the part of the States, have
specifically provided for the utilization of the services of optometrists.
Now of course, they don't have to include vision care under KerrMills if they don't want to. But, take, for example, New York State.
New York State did include vision care, but did not expressly provide
for the utilization of the services of optometry. The result was that
they had to put on a campaign to put through an amendment. It was
put through either this year or last, I think it was last year, after a
very strenuous battle, in which I understand there were 300 long-
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distance telephone calls in 1 day made to Albany to make sure that the
Governor would sign the bill after it passed both houses of the legislature.
Right now in Wisconsin there is a battle going on out there as to
whether or not the services of optometrists shall be made available in
their vision care program.
Senator BENNkrT'. Well, the situation then is, it is permissive with
the States and you want the plan mandatory!
Mr. MACCJRAc.K . Mandatory only if vision care is provided. We
are not trying to make them include vision care. But if they are going
to have vision care, then we think that theSenator BFiNNEr. Vision care is your phrase. Does this include all
kinds of treatment of eye problems which you are competent to treat?
Dr. Smoo. All kinds of which we are competent to treat, yes. If
you are talking pathology, that is less than 5 percent of theSenator BNNEr. What you are saying, by using the phrase "vision

care" is that with respect to any service that you are licensed to render
you want it mandatory on all the States to require that you be allowed
to render that in all of these other welfareDr. Suoo. We want it mandatory that the patient has a right to
choose to whom he goes.
Mr. MACCRIACKN. Freedom of choice.

Senator BENNEir. But you don't want the State to be left in a
position to say, "We will," or "We won't?" The States have the right
now.

Dr. Suoo. The administration is where it is not being done.

Senator DOrTOLAS. You want freedom of choice for the patient?

Dr. Suoo. Right, sir.
Senator DouoIrAs. As a great American stated yesterday, that the
country has been based on.
Dr. S uoo. What Mr. Hoover said.
Senator BENNEr. But not freedom of choice for the State welfare
department.
Mr. MAcCRAcmN. Not for the welfare department.
Senator DouoLAS. Mr. MacCracken excited my interest. He spoke
of a battle going on in Wisconsin, and of telephone calls made to
Albany. You cannot have a battle unless you have conflicting armies
or contestants. Who are the conflicting armies, Mr. MacCracken?

Mr. MACC1ACKEN. The American Medical Association, Senator.
Senator DoUGLAS. They are the opponents of this provision?
Mr. MAcCRAoIcEN. They are the opponents of the provision. As a
matter of fact, the AMA has on every occasion when there were any

social security amendments before the Congress, asked Congress to
repeal the amendment of 1950 to title X, notwithstanding what has
been done in some 50 clinics like the one up there onSenator DouoLAs. In other words, they wish to have a monopoly in
fitting glasses, is that correct?
Mr. MACCRACKEN. Well, of eye care, the whole field, both surgery,
medicine, and we are willing to give them that. They have got that,
not we are giving it to them. They have got it. They shouldhave it
There is no question about that.
T
h
But in the 1962 amendments, the AMA and this National Medical
Foundation for Eye Care both appeared before the House Ways and
.
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Means, and I think before this committee, and advocated the repeal of
the amendment to title X, the 1950 amendment to title X.
Senator BENNEYr. I have no further comment.
Senator DouoLs. I have no further questions.
Thank you ,very much.
Mr. MACCRAOKE)N. Thank you, gentlemen.
The ChAIRMAN. The next witness is Mr. Andrew Ziomek, of the
National Licensed Beverage Association.
STATEMENT OF ANDREW ZIOMEK, IMMEDIATE PAST PRESIDENT,
NATIONAL LICENSED BEVERAGE ASSOCIATION
Mr. ZioMEK. Mr. Chairman and members of the committee, my
name is Andrew Ziomek and I am the immne(liate past president of the
National Licensed Beverage Association.
I am a restaurant and tavern operator in Clementon, N.J. I speak
on behalf of the 40,000 Members of my association, which is an organization composed of restaurant, tavern, bar-cafe, and cabaret owners
located in 130 States and the District of Columbia.
We are small businessmen. Our meml)ers )rovide food, beverages,
and sometimes etertaininent for public an(1 private gatherings.
Most. of our fuvern and restaurant operators maintain employees who
receive tips.
Let me bring to your attention today the problems we would encounter should section 9 of H.R. 1865 be enacted into law.
We are pleased to learn of the statement of one of the sponsors of
the proposed legislation, which was as follows:
I believe that these workers have enough integrity and enlightened self-intcre,;t
to make an accurate report of their tips. They are now required to pay income
taxes on the amount of their tips. Most of them wish to have the law extended
so that they and their dependents will be eligible for higher benefits under the
law-benefits which they are anxious to purchase, knowing that this kind of
prepail insurance will provide security in their retirement.

This statement was made by Senator Keating on July 15, 1963.
We were also pleased to learn that the proposed legislation was the
product of study dating back to 1958 by joint committee of the interested Federal agencies. It came as a disappointment to see that the
solution involved in the bill was nothing more, after this long labor
than the tried-and-true method, the lazy way, of imposing the burden
of new coverage effective on the employer.
We have been told, of course, that this is not a significant imposition
in that no real responsibility will attach to the employer, except to the
extent that the employees report income from tips to him.
We are also informed that any difficulties that we have will be
cleared up by the regulationsl of the Internal Revenue Service.
We disagree that this is so. Past experience on travel and entertainment expense hearings have proved this. *Wesubmit to this committee that as a small busin,,ssman these assurances of lack of difficulty
will not eliminate the fundamental objections which we have to this
approach.
To add any additional obligation on the part of the employer in the
complexity of the Internal Revenue Code, which we as laymen cannot
hope to comprehend, requires that we obtain professional advice from
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lawyers and accountants. We must have from them not only what is
actually expected of us initially, but thereafter in the day-to-day attempt to comply with these requirements as long as we remain in
business.
We submit that a small business, family business, as many of our
members operate, cannot afford additional expenses of this type.
I might say that in a family business, we do manage to raise some of
our own unskilled help, such as maybe a daughter might go back
behind the bar and help you wash the glasses or something like that,
but it lawyer and an accountant in the same family is not a likely
coincidence.
A whole new area of book and record keeping and clerical burden of
reporting is added to our problems which are not connected with the
conduct of our businesses. There must be a limit to the extension of
these problems.
We do not like to appear before the eomnittee and speak in generalities of an increased burden. However, we do feel that the drafters of
the law and reglations in this field all too frequently adopt the easy
solution of adding to our troubles and avoiding theirs. They seem to
ol)erate under the assumption that we will procure whatever competent
advice we need and that somehow we will be al)le to absorb the cost.
We suggest that this burden should be Avoided by having the Government, create a structure for the collection of this tax in which the
burden of collection and enforcement are not (hiegated, or I should
say, thrust
)ponthe private employer without regard to his size
or his ability to perform.
Another factor which is not realistic in this approach to this commendable extension of fuller social security coverage to some of our
employees is that the employer will now be compelled for the first
time to inquire into and, in effect, monitor the transactions between
the waiter, for example, and the customer for tim Internal Revenue
Service.
Heretofore, this was essentially a matter of a waiter operating as an
independent contractor. If he performs his work well, he may be
rewarded with a handsome gratuity. If his personal attention to the
customer is not up to the expected'standard, he may receive nothing.
If section 9 should become law, employers become a deeply interested
party in the transaeions between customers and employees.
We strongly urge upon the commit tee that this treatment of the
waiter, waitress, or busboy in this area as an employee rather than
as an independent- contractor is unrealistic and will create many problems, as we will hereinafter set, forth.
From the standpoint of effective operation of the business, this
type of legislation (and I believe it is safe to assume regulations
thereunder) will undoubtedly create personal complications and
difficulties between employer anid employee.
We hope that the committee will carefullv consider the questions
which occur to us on the practical basis which we cannot readily
answer from the language of the proposed legislation:
1. What does the employer do if half of his employees willingly
file statements while the remainder do not?
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2. What does the employer do if he has reason to suspect that one
or more of his employees are either understating or overstating the
amount of their tip income?
3. Will it not be virtually necessary for the employer to insist upon
compliance or discharge the employee, who may otherwise be a valuable asset to the business, simply to avoid complications in hi,
reports?
4. What assurance does the employer have that he will not be
emboiled in thfb inevitable controversies between IRS and his employees over the propriety or accuracy of their returns.
5. What protection is there against later claims by employees that
the reports of the employer did not properly reflect the amounts
reported or the moneys paid to the employer for the purpose of this
law?
These are )ut a few of the questions which may or may not he
answerable within the framework of the bill as it is before the committee, or by committee direction which will influence the preparation
of regulations on the subject.
However, we cannot help but speculate on them and sincerely ask
that the committee give careful attention to the potential problems
in making its determination as to the advisability of the acceptance
of section 9 as a solution to this problem.
We, therefore, suggest to the committee that an imperfect solution
to the problem should not be adopted and perhaps permanently
engrafted on the law. Other possil)ilities suggest themselves,.
In line with the a)ove quoted statement of a sponsor that most
of the employees are anxious to purchase the coverage, knowing that
this kind of'prepaid insurance will provide security in their retirement, the law should make such purchase possible.
This could be accompanied by intensified effort by the Government
agencies concerned to educate ihe employees with respect to the advantages available to them as self-employed persons for this type
I
of income.
This could be done without involving the employer in all of the
problems which we have indicated are inherent in the bill proposed.
It would then be unnecessary to create a fictional relationship between
the employer and the tips ikvhich a waiter or waitress may receive in
the eyes of the law.
With the increased use of computers, the proper correlation of
employees' reports for income tax purposes and full enforcement
by IRS of the requirements that such taxes be paid, it seems to us
that this problem could be resolved without this additional straw
on the already overburdened cainelback of the small businessman.
We appreciate the opportunity to appear before the committee and
are grateful for its courtesy and attention. We have full confidence
that the committee will carefully study the problems inherent in section 9 of the bill.
Thank you.
Gentlemen, may I in addition make one remark that. I hltve beei
thinking over this morning, that to permit the young element who do
not have to go to their employers until possibly the age of 60 to start
making these returns to them, this is the greatest hoax that is being
perpetrated upon the people who daily go, and are wage earners and
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daily through their payrolls are paying social security while these
people who are getting tips in their old age go in aind get the last
eight quarters paid and collect social security.
I don't think this is fair for the young people of this Nation,
and with that I close.
I thank you.
Senator MCCARTHY. Were you present this morning when I suggested to the representatives of the restaurant association that one
solution might be that you take for social security purposes the quarterly tax report filed with Internal Revenue by the employee who gets
tips?
Mr. ZiomEK. I was, Senator, and I was greatly appreciative of
your remarks in that direction.

Senator MCCARTHY. Thank you very much.

Senator BENNE r. Before the witness leaves, I am raising this
because I was very much interested in the chairman's suggestion this
morning, but it raised a question in my mind what do you do with the
employee who works for 10 or 12 employers, to whom does he make
his quarterly statement, and which employer is going to be responsible.
Mr. ZIOMEK. Well, I don't think that the solution is that he makes
this report to the employer. I think it should be oil the estimated
tax returns as we do as businessmen on a quarterly report, as the Senator says, a quarterly report, not a monthly report.
Senator DouGLAs. The difficulty, though, is that the employer contribution would be due from a number of different employers; there
is the greatest weakness in the plan.
Mr. ZIOMEKC. And by the same token, I don't think that I as an
employer if lie should return at the end of the month and work for
five different people and turn around and pay for the other four
people.

Senator DOUGLAS. This is correct.

Senator BENNLITT. That is the risk.
Senator DOUGLAS. This is the problem.
Mr. ZimoK. That is the problem, Senator, and we as small people,
and I am not speaking of the big operations in the business.
Senator DOUGLAS. I understand.
Mr. ZimtuK. We have over 300,000 licensees in these United States
who are mom-and-pop licensees, if you understand what I mean,
who have maybe one or two employees.
Senator DOUGLAS. I understand.
Senator l3ENNmrtr. What would you do if the man came and presented you with a statement that lie had been paid $150 in tips and
your records showed he had worked for you I night?
Mr. ZiomEK. Well, Senator, may I tell you somebody shows me
$150 in tips, you know what I would say, I would want his job.
I had that little talk before-these waiters are cute, you know, and
some of these bartenders, and I know of instances in going around
this country where bartenders pay for jobs, just to get the tip:s. They
bid for jobs. They tell the owner how much they are going to pay,
and that is so.
Senator BiNN'rIr. I am sure it may well be so.
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Mr. ZIOMfK. Of course, those are not the kinds of people that I
would say the NLBA represents. Those fellows don't need an association. They always tell they are too big for an association and
they can buy the legislation, which we get for them for nothing.
,S(enattlr BrNNE'm'. Yes.

Senator I)ouuTAS. Thanic vou very much.
Mr. Zio,%rcx. Thank you, sir.
Senator 1)OUGrLs. 0111 final witness this afternoon is Mr. C. T.
Anderson representing the International Union of Hotel Restaurant
Emplovees and Bartenders.
Mr. Xnderson is an old friend of mine. We are glad to, have you.
STATEMENT OF C. T. ANDERSON, WASHINGTON LEGISLATIVE
ADVISER, INTERNATIONAL UNION OF HOTEL RESTAURANT EMPLOYEES AND BARTENDERS
Mr. A,,EjSits oN. IMv, name is (Wrus An person. I am the Washington legislative adviser to the Hotel Restaurant and Bartenders Ilnterltiolial Iniioii. I do not. have 1i prel)ared statellenit. I thought I
could I)est utilize the short. period of time allocated mie in trying to
give ( lie committee some of the backgground of the reasons why this par ticular section is in this bill.
Some 3 years ago when 1 agreed to represent the hotel restaurant
employees' in Washington, they told ine that thelhiggefit i)rob)lem that
confronted their union was the tremendous gap )et ween act nal income
on the part of their people and the social secliity base on which they
are compelled to retire under present, conditions. '
T hey told me furl her that, for 25 years they hadlbeen working with
agencies of the Government in an effort to do something, work out
sonie methodology to correct this problem.
At this point ome thing occurred to me, and I should like to impress
this on this committee, that organized society through the medium of
the .. S. Government took very little time in figuring out a way. to
require these people to pay their income taxes on this very earning
base we are talking about.
There is a procedure by which these people pay at least a major
Spi~ion of the income tax liability on these tips that we now are
iseussing.
This l)rocedure is not usual; this is a highly unusual procedure.
There are standards used by the Internal Revenue Service, a more or
less arbitrary assessment, dependent upon the type of room or the type
of business or the type of establishment the mian may be working at.
In fairness to the Service I must say this, I think they are understated. I don't think they are unfair to our people and our union has
not, complained about this methodology used in arriving at the income
tax liability.
My first step in trying to get at this problem was to seek meetings
with people at the Social Security Board in, Baltimore, at the Treasury Department in Washington, and at the Internal Revenue Service
t . ..
h ere .
After a long series of meetings with these people, I presented to them
my concept, of how we ought, to pi'oceed. I suggestedthat we take the
employee's income tax liability at the end of the calendar year, and
,
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that this income tax liability, however arrived at whether assessed by
the Internal Revenue Service or voluntarily supplied by the employee,.
that this be the basis for a postdated application of the Social Security
Act for these people.. n
They agreed in principle with me on this, and they agreed that this
was after all the final and the best judgment of all about how much
money these people actually were earning, and how much was attributable to wages and how much was attributable to tips.
But then we ran into the machine monster. We now have traffic
problems in Washington and more and more and more society has to
adjust itself to the machine, and in this instance I was told categorically by the social security people that all of their reporting, and all
of t heir data processing, and the whole operation which involved
millions of people, is geared to quarterly re)orting, and monthly paymnent of benefits, and that any system th at went outside of this would
create a terrific burden for the Government, and they couldn't agree
with us.
Even so they, because they were anxious to try to solve the problem,
they tentatively agreed to support such an approach in the Congress.
At which point we called here in Washington a meeting of some 450
to 590 representatives from all 50 States of the Union of this union,
and we outlined for them the proposal that we were actively talking
with the Government agencies about.
From the floor came suggestions that there should be income tax
reporting simultaneously with tile social security reporting. We are
very tired of our people coming to us and complaining at the end of
the year that the income tax man grabbed him by the heels and shook
him and imposed an arbitrary amount, and couldn't some system be
worked out where they could report their income taxes as they went
along.
I went back to the Government, agencies, and told them the feeling
of our people and of our officers, and they prepared the structure of
the bill that has resulted in the section that is now in contest before
this committee.
Following the preparation of this bill, now in the preparation of
this bill, I should like to point out, the industry's representatives for
whom we havo the highest regard, we enjoy a fine relationship with our
employers, we regret very much that we are not together on this instance.
understand their position. We hope thy(. understand ours. But
in any event the industry people were brought, in by the Treasury on
several occasions, and many changes were made in the draft in an
effort to try to meet the objections of the industry.
Unfortunately this was not successful, but t real effort was made
I)y everybody concerned to work out something that, all of us could
live with.
Following this, the bills were introduced in the Congress, at which
point I went to the chairman of the Ways and Means Committee of
the House, a very powerful man, a man with great responsil)ility, and
he mado it clear that he had trade extension problems which consumedI
a great deal 6f time in 1 year.
The following year there was a tax problem, which consumed an
equally large amount of time. Then there was a medicare problem.
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So we kept asking for hearings, we would like to have hearings, we
wanted hearin s, but these were not possible because it seems that both
the Ways and Mefans Committee and the Finance Committee have been
carrying the great bulk of some of the most important work of the
Congress in the last 3 or 4 years and you gentlemen have felt this
yourselves more than anybody.
But in any event we could not persuade the chairman of the House
Committee to hold a hearing.
Finally, he said to me:
When we have another social security bill we will handle this matter.

And he said:
It tW my feeling we have had so many hearings before our committee and the
record Is so full of testimony from all Interested parties, that really another hearIng would be redundant.

With the result that in this last bill that you now have before you,
this particular section was adopted in the committee without dissent.
The bill itself was reported out with only two dissenters, and it is
interesting that one of the dissenters, a gentleman, a Congressman from
California, on the Republican side, Mr. Utt, introduced a companion
bill to our program and believes in this amendment that we are now
discussing.
On balance he could not support the final result of the Ways and
Means Committee, but my point is that the entire committee was in
agreement on this matter, both sides of the aisle.
It went to the IIouse with the closed rule which I suspect had vory
little to do with this problem and a great deal to do with other problems,
but in any event there was a closed rule, and it is now before your committee.
We have no feeling at all that this bill is perfect. I have listened to
the comments here before this committee today, and several things
have come up that I would like to comment on.
First of all, the question of self-employment. It happens that I am
a native of the State of Illinois, the acting chairman's State, and this
is a State like most States wherein the consumption of alcoholic beverages and the dispensation of food is rigorously regulated at all levels
of the local government, municipal regulations, county regulations,
State regulations and every activity in these establishments that we
are now talking about, barbershops and restaurants basically, are regulated and the operators of these establishments are required by law
to impose upon their employees conditions of sanitation, conditions,
all manner of conditions, pursuant to the operation of that business.
So to suggest that a waiter is self-employed and is just a free entrepreneur in an establishment is outrageous.
In Illinois, for example, they have an act which holds the employer,
the owner of an establishment, respoimsible for the death of a man who
may be g'en too much liquor in his tavern.
If you go into a tavern in Illinois, and become intoxicated, to the
extent that you are not responsible for your actions, and you walk
across the street against a red light because you were too intoxicated
to know the difference, and walk into a moving automobile and you
are killed, if it can be proven in court that you were served too much
liquor in this establishment your death can be attributed to the negligence of the owner of that establishment.
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So that there is a far greater relationship between these people than
simply self-employed people.
Secondly, I should like to say this. That at every juncture in the
framing of this bill, efforts were made to relieve the employer of any
responsibility over which lie had no control.
The gentleman who preceded ine raised the question what would an
employer do if some of his employees filed and some them didn't.
Well, of course, the employer is not responsible for this. Ile is not
even responsible for reporting that the man did not file. The income
tax liability and the social security tax liability under this twt is thr,
basic responsibility of the employee, and if lie does not comply with
1he law, steps can be taken by tho Treasury Department to ha n(l.l
him like they handle anybody else who does iot meet his tax problem.
What does the emlloyer do if he has reason to suspect, that one or
more of his employees are either understating or overstating the
amount of his tip income. It is theoretically true to speculate that a
man may increase his tip reporting by a substantialamount but I
should point out that under present income tax statutes, it is going
to cost, him a whole, lot. more for overstating personally to the income
tax people than it is going to cost the eml)loyer to the social security
people.
Will it be necessary for the employer to insist upon compliance or
(lischairge the employee who may otherwise be a valuable asset to the
business?
Well, if an employee doesn't do the job that is part of his respoisibility, whether it be lie refused to wash his han(s and in the ease of a
waitress in the case of a high-class cocktail lounge refuses to wear a
girdle.
There are many reasons why waiters and waitresses are discharged.
There is nothing in this law that requires that a waiter or waitress
b discharged i he does not report his income. There are penalties
that lie must.look to to the Federal Government but not to his emp)loye(r.
But tho point that I would like to leave with the committee is that
this is not a new problem. This is a problem that is almost 30 years
ol. Economists and lawyers have been struggling with this proh)lem
for a, long, long time.
We now lave a proposed system which the Treasury Department
agreed to and helped write, the Internal Revenue Service agreed t o
and helped write, and the social security folks agreed to and helped
write and that we agreed to and helped write.
The House committee, in its judgment, deleted that section requiring
quarterly reporting for income tax purposes by waiters and waitresses.
So that you havo before you only the social security problems.
The original proposal before the House committee contained income
tax withholding and reporting. That has been deleted. We hope very
much that some form of social security coverage on tips can remain in
this bill.
However, on behalf of the international union, I should like to emphatically advise te committee that, we are opposed in toto to any
arbitrary figure of $30 or $10 represents ed as income by people in this
industry, and we rel)eat, so long as there is a met hodology of requiring
Ihe payment ofi income tax on full earnings in this industry, then we
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believe that some method should be found to cover these same earnings
under the social security system.
Senator Douoi,%s. Well, that is precisely what I suggested this
morning. That you would have an identical system of reporting for
social security purposes as tax purposes.
Would you agree to that?
Mr. ANDERSON. Yes, sir. *W will agree to quarterly reporting oil
social security, yes, sir.
Senator DOrOLAS. And that the same form can be used?
Mr. ANDERSON. As a matter of fact, the same form is used for both
purposes now, Senator.
Employers report, I think, on the same form.
Senator DOUoGrs. How would you deal with this perplexing prohlem that Senator Bennett brought up, where a man will report Ills income from tips over the quarter but he has been employed by multiple
employers?
I-ow would you assess the relative proportion of the contributions to
be made by A, by B,by C, by D, by E, and so on?
Mr. ANDERSON. It would have to be on a monetary basis. A man
reports his quarterly income and lie has to report it in terms of dollars,
and if he worked in one establishment 1 night, and earned $10, the
whole reporting is based on figures representing income.
Senator DoUorAs. But then you would ask the waiter or the barten(ler to report the amount received from each employer?
Mr. ANi)EnsoN. Yes, yes.
Senator BENNErr. Instead of filing 1 quarterly report,lie might have
to file 10 quarterly reports?
Mr. ANDERSO N. No, I think he could file just one rel)ort.
Senator BENNnI'. But lie has got to report his income to each employer so that particular employer will withhold it.
Senator DoroGLs. Not necessarily. The Internal Revenue could
deal with the employer.
Senator BENNE'-r. But the alternative is to have one employer responsible for all the withholding that should have been made by other
employers.
Mr. A NDERSON. No, there is a reservation in this bill which saves
the employer, any employer, from any responsibility for any moneys
not within his control.
Senator BENNET. Then, in other words, a man can work for 10
employers, choose 1 of the 10 for whom he worked only 1 night,
make the total report, but the man for whom lie worked only 1 night
is only responsible for paying his share of the 1 night's income and
the other 9 employers go free.
Mr. ANDERSOx. Well, if the man reports all of his employers to
one employer lie is violating the law andI the employer wouldsimplyhe would have a record and lie would know that the man only worked
for him one night.
Senator BENNETT. What about the nine other employers to whom
the man does not report?
Mr. ANDERSON. If he reported only the one employer lie would be
covered for that amount of earnings.
Senator BENNETt. That is right.
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Mr. ANDERSON. The burden is on the employee, if he wants coverage, he must report his earnings and the employer from whom he
earned or in whose establishment he earned the earnings.
Ile must, the burden is on the employee, if lie seeks social security
coverage, he must file the accurate reports. If he doesn't file tle
rel)orts he doesn't get the coverage.
Senator BENNEIV. That is right.

So in the situation in which a man works for 10 employers lie must
file 10 reports with 10 employers and each of the 10 employers must
file a report for him.
Senator DOUGLAS. No, if I nay interject.
Mr. ANDERSON. No?
Senator BE NNEri'. As I see it.
Mr. ANDERSON. Senator, as a matter of fact, those 10 eml)loyers
are filing reports right now because in almost every instance waiters

are paid in 2 forms. They are paid with basic wages guaranteed by
the employer on which he must report and on %vhicl lie must pay
social security tax and is now so doing, so that these 10 people already
are reporting on this man.

All lie does is add to it,the amount of his tips.
Senator BENNrr. Let me point out that so Iar as the income tax
is concerned each of those employers tit the end of the year will send
in an information return.
Mr. ANDERSON. Yes, sir.

Senator BENNL'r. But it is the employee himself who has to make
the statement and pay the tax.
Now, under this bill, the employer must make the statement and
pay the tax.
Mi'. ANDERSON. Not on income, sir.

Senator BENNE,,TT. No, but on social security.
Mr. ANDERSON. On social security only.
Senator BENNE't. When you move out into the income field you
create a completely different problem.
Mr. ANDERSON. Yes sir.
Senator BpNNE,'r. Let me go back again.
In the social security field the employee would have to report to 10

employers and 10 employers would each have to make a withholding
or, yes, would havo to pay a share of the social security tax, and make
a withholding, but none of the 10 employees would be in a position to
know what statement had been made to the other 9, and none of the
10 would be able to know except, unless there were a ver-y gross and
obvious involvement, whether or not he was paying nioie than his
share of that man's total earnings for the month.
Mr. ANDERSON. Vell, I repeat, if he worked for the man 1 night,
and the man reports his tips lie has to pay income tax on it, and the
emPloyer and the employee have to pay social security tax.

Aind I think because they are now reporting these, all'of these people
now have social security accounts, and social security is being paid
into their accounts, the problem is covering into those same accounts
and adding to these same reports that are now being filed the amounts

attributable to tips on which the Government is now collecting income tax.
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Senator DouoLAs. I would like to suggest on the records system,
without being an expert, that you do not have to have the same record,
system for tips that you have for wages.
You certainly could have a card for the individual employee with
a designated punch as to whether or not he receives tips, and in the
automatic data processing those who receive tips could be automatically classified in that particular group.
Then you lave narrowed your field immediately. Certainly it
would then be possible 'by means of employer numbers to sort out the
articularr employers from whom the waiter or tip employee has stated
that he received tips, so that I think that you can get a system of
punchcards which would more or less automatically do the sorting.
I am not. an expert on the IBM machine.
Mr. ANDEitSON. That, Senator, would perhaps unfairly impose on
small people the requirement for the installation of data processing
machines.
Senator DOUGLAS. No, I am speakingMr. ANDERSON. Of the Government.
Senator DouoLJs. I am saying 'that the data processing would be
done either in the social security or the Internal Revenue office.
Mr. ANDERSON. This is exactly what they propose to do now.
Senator DouGLAs. Yes.
Mr. ANDERSON. Another point brought into this discussion, Senator, is this, and I would like to mention it. The whole field of tips is
changing and changing rapidly. The question of responsibility, the
question of responsibility of the various people involved for reporting,
has been discussed here this morning.
The employer now has the responsibility for reporting the basic
wage of a waiter. le also has the responsibility for reporting socalled banquet tips. These are fumctions at a,hotel wherein you go
in and if your daughter has a wedding and you have something that
costs $500 they impose a 15 percent overall charge to cover gratuities,
and from this they distribute it to the banquet waiters, and these are
now reported, both for income tax and for social security purposes.
There are two other forms of tipping which make up the balance of
the problem.
The first is what we call tips of record, and the other is cash tips.
Twenty years ago cash tips comprised almost the entire problem. But
there has been more and more emphasis on so called credit cards or
tips of record and, as a matter of fact, almost every large hotel or
every large restaurant which does a big volume does a tremendou,
amount of business which involves tips of record, so that they now
have in their hands accurate information on how much these waiters
are receiving and they actually pay out to the waiter these amounts.
Senator Goim. Is social security tax withheld on that?
Mr. ANDERSON. No, sir, nor income tax, nothing is withheld on tips
of record.
Senatfo" DoUorLs. The withholding,. as I understand you then, applies only to the percentage gratuities that are attached to at function
of some magnitude.
Mr. ANDErSON. Controlled by the hotel. That is if the banquet department sells a banquet, and caters a,banquet, they bill the person,
and in the bill there is an amount for gratuities, and the person
contracting for the function is told not to tip the waiters.
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That is part of the arrangement. But if you go on with anl American
Express Card and put d(wn a $4 tip for the waiter, that is processed
through the hotel and restaurant books and it is paid back to the waiter
by the hotel.
But there is no withholding for social security or income tax.
Senatpor MCARTY. Would the Senator yield there?
Senator GORE. I have finished.
Senator MCCARThY. I want to raise a question about the testimony
we had this morning with reference to the practice followed by the
New York Hotel Association.
As I recall the testimony was that by agreement in which the Internal Revenue department was involved, or the Social Security de)artment, they proceed on the assumption that wages and tips total $70
a week.
I gather from what you said that the inclusion of tips of record
for tax withholding purposes and for social security is not necessarily
legal. What would the legal basis be for what apparently is an approved practice iinvolviiig the New York HOtel Association.
Mr. ANDERSON. Well, the New York Hotel Association and one local
of this international union have entered into a collective bargaining
agreement about 3 years ago, to do this very thing, and a very substantial amount of money is now in escrow up there and efforts were made
in the Internal Revenue Service to accommodate this particular
situation to the existing law.
Senator MCCARTHY. It is not legally cleared yet?
Mr. ANDERSON. Yes, it has been approved by the Internal Revenue
Service.
Senator MCCARTHY. Yes.
Mr. ANDERSON. But I think the basis of its approval is that section
dealing with health and welfare plans generally, and there is some
kind of a contract where they buy so much social security coverage.
This was not, this contract was not, negotiated by our international,
and we do not believe that this is tihe answer.
We believe we have a responsibility not only to our members, we
have a responsibility to all people in the United States who even
though they may not be members of our union who have this same
problem, who earn substantial livings as waiters and as people in the
service industry generally.
They get ready to retire, their retirement base is on little or nothing,
and this is the social security challenge with which we are all faced,
our union and everybody.
Senator MCCARTHY. My question is more as to the legality of what
they are doing, as to the legality of withholding what are not even
tips of record but cash tips or estimates.
Mr. ANDERSON. There is no basis in law now for withholding on tips
of record. They are not described as wages.
Senator MCCArrHY. But they are withholding on tips under this
Hotel Association of New York agreement.
Mr. ANDERSON. No, this is a collective bargaining agreement, and
they are not withholding on tips. What they did was that the employer agreed that he would assume that an employee was earning $70
a week, and he would pay social security on that basis.
Senator MCCArHY. Social security on that basis.
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This raises a question, too. You are not really supposed to pay more
into the social security fund than your actual wages. You can't buy
more social security than your wages warrant. If you have $2,000
of income, you can't buy $3,000 worth of social security.
Mr. ANDERSON. I can't give you any answer on it.
Senator MCCARTIY. I don't want to press you.
Mr. ANDERSON. The Internal Revenue Service made their judgment,
and their reasoning you would have to get from them. We believe
in income tax withholding on a quarter basis and if you would ask u
what we would like for you to do we would like for you to put that
in on the Senate side that the House took off.
Senator DOUGLAS. The Senator from Tennessee and I tried that
2 years ago and had no success. I doubt if this would be the entering
wedge for that. But is it not possible to get unified administration
of reporting in collection of tips both on the tax side and on the social
security side?
That is the challenge which I threw out this morning to the restaurant employers.
Mr. ANDERSON. Yes, sir, I think it is.
Senator DOUGLAS. Is any representative of social security here this
afternoon?
Mr. ANDERSON. I think it is a question of whether to report monthly
or quarterly, Senator. It is just that,Senator McCARTHY. This is really a procedural question. Assume
that the same waiter worked for 10 different employers over the period
of 1 month. At the end of the month he would file his report with
each one of these men, the amount of tips.
Each of these employers would have a record of the amount of
wages which they had paid to him on which they would be obligated
to pay social security, would they not?

Mr. ANDERSON. That is correct.

Senator MCCARTHY. If he filed his report under the terms of this
bill, he would have to send with that report, would he not, his contribution to social security?
Mr. ANDERSON. Yes, sir.

Senator

MCoCARTHY.

And the burden on the employer then would

be to add his contribution for the amount of the tip and include that
with the payment he was making to the social security fund on the
basis of the wage record that he had?
Mr. ANDERsoNv. Yes.
Senator MCCARTHY. If he objected to the amount of the tip which
was reported, what recourse would he have? If he challenged it, if
he questioned it? Some fellow might Say, "I will just lay all my
tips on employer A and I will pretend I didn't get any from the other
eight or nine."
Mr. ANDERSEN. I am not technically competent enough to know
whether or not such a built-in protection device is in this bill. I
suspect there isbut if there isSenator McCARTIIY. I suppose the obligation would be on theMr. ANDERSON. If there isn't, I can say to you, sir, that we would
agree wholeheartedly to a provision which would relieve any employer
of any responsibility for such an unscrupulous fellow. I don't think
this is going to happen very often, but if it did happen we would
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have no objection to language being inserted which would protect
this employer.
Senator MCCARTHY. Well, the obligation, of course, is on the employee to file an accurate report.
Mr. ANDERSON. Yes.
Senator McCARTHY. To each of his employers.
Mr. ANDERSON. Yes.
Senator MCCARTHY. I suppose that employer A could say, "Well,
your tips were so high we will probably have to reduce your wages."
Mr. ANDERSON. The wages are not very high anyway, Senator.
Senator MCCARTHY. This would be no threat in most cases?

Mr. ANDERSON.

No.

Senator MCCARTHY. Let me ask you what percentage of increase in
the base for social security reporting would you expect to take place
if tips were included?
Nfr. ANDERSON. I would think, Senator, that on the average it
would triple it.
Senator MCCARTHY. Three times or twice again.
If you started with, a hundred dollars-with $20 it would be $60.
Mr. ANDERSON. Yes, sir, I think it would triple.
Senator MCCARTHY. Three times the base.
Mr. ANDERSON. I think the relationships between tips and wages
inithe service industries is very, very wide.
Major hotels in Washington pay $30 a week guaranteed wage.
Very few of them are any higher than that.
Senator McC.RTHY. And this is the basis on which the social security is paid?
Mr. ANDERSON. Yes, sir. The Gaslight Club pays nothing.
Senator MCCARTHY. No social security base there at all?
Mr. ANDERSON. They pay no salary at all.
Senator DOUGLAS. The Gaslight Clubs.
Mr. ANDERSON. Playboy Clubs pay no salary. They don't need it.
They make plenty. The tips are very high.
Senator DOUGLAS. Senator Gore?
Senator GORE. I wish to congratulate you upon your appearance
in behalf of many local workers who are not organized. I think I
have noticed a tendency, at least I have been disturbed by what I
think is a tendency, for the leaders of organized labor no longer to
represent the great mass of working people, but rather to be particularized in representing what appear to be the interests of certain elements of organized labor whose income is now definitely middle class and sometimes upper middle class.
I am glad to see one labor leader still speaking out on behalf of the
great mass of working people, particularly those with much less than
middle-class income.
Mr. ANDERSON. Thank you, sir.
Senator GORE. I-low do you feel about medicare?
Mr. ANDERSON. Mr. Justice Jackson was a great Justice of the U.S.
Supreme Court, and although I am not a lawyer I have always admired lawyers and when I was ,a high school student because all my
life I had considerably more freedom than the average boy because
my mother and father were deaf mutes and I signed my own report
ca rds and I had control over my own time, and I must confess that a
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Large part of my time in my higli school years was spent in the District
Federal Court for Southern Illinois presided. over by a fine old
gentleman named Judge Fred Wham.
Instead of going to the movies I liked to go to court and I have
always admired lawyers and occasionally I have learned something
from lawyers.
When Mr. Justice Jackson told a gathering of lawyers one night
that I happened to be infiltrated into that "There are usually 10 reasons
why the Supreme Court ought to hold for your clients but pick your
best reason and stick to that.'
I am here to testify on social security on tips.
Senator DOUGLAS. You are not going to be led into any extraneous
comments.
Senator Gorm. I really seek information. I am offeringMr. ANDERSON. The labor movement generally is wholeheartedly
in favor of medicare. This is a challenge this is a problem, to quote
President Kennedy, that comes into everybody's home and into everybody's life.
The answer is going to be found someday. It may be in the form
of the amendment that I have heard something about, that is going
to be presented either to this committee or on the floor, which provides
a certain amount of options as I understand it, but the Hotel, Restaurant & Bartenders International Union joins with Mr. George Meany
and the executive council of the AFL-OIO in endorsing the KingAnderson medicare bill.
Senator GoRE. Thank you.
Senator DOUGLAS. Senator McCarthy?
Senator MCCARTHY. I have no questions.
Senator DOUGLAS. Does Senator Bennett wish to ask any additional
questions?
Thank you very much, Mr. Anderson.
We will adjourn this afternoon until 10 o'clock tomorrow morning.
(Whereupon, at 3:50 p.m., the committee recessed, to reconvene at
10 a.m. Wednesday, August 12, 1964.)

SOCIAL SECURITY: MEDICAL CARE FOR THE AGED
AMENDMENTS
WEDNESDAY, AUGUST

12, 1964

U.S. SENATE,
CO3fI[ITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10:10 a.m., in room
2221, New Senate Office Building, Senator Harry Flood Byrd
(chairman) presiding.
Present: Senators Byrd, Douglas, Gore, Hartke, McCarthy, Ribicoff, Williams, and Carlson.
Also present: Elizabeth B. Springer, chief clerk; and Fred Arner
11nd Helen Livingston of the Education and Public Welfare Division,
Legislative Reference Service, Library of Congress.
The CnAIIRAN.

The committee will come to order.

We are very :pleased today to have Senator Jacob Javits of the
State of New York.
Will you proceed, sir.
STATEMENT OF HON. JACOB K. JAVITS, A U.S. SENATOR FROM THE
STATE OF IEW YORK
Senator JAVITS. Mr. Chairman, I am grateful to the committee for
holding a hearing. As the Chair knows, I have been active in this
matter for a long time, and have always been most careful to present
my views to the committee before seeking to have them considered by
the Senate.
I might say, too, Mr. Chairman, that I think we are very fortunate
to have as a member of the Finance Committee to consider this problein the former Secretary of Health, Education and Welfare, Mr.
Ribicoff, my longstanding friend and colleague, because I think the
expertise gained in the job that he had will be very valuable to all
of us, and this, Mr. Chairman, stands whether or not he agrees with

me.

.Mr. Chairman, I am testifying for the health care program with
which Senator Anderson and I and others of our associates have been
associated, and which got a very substantial vote in the Senate last
time it was considered in 1962.
It may be recalled that the bill lost as an amendment to another
social security bill by four votes.
Since that time, Mr. Chairman, a fine body of information upon
this subject has been developed by a blue ribbon group of citizens
headed by Arthur Flemming, who has already testified before this
321
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committee, now president of the University of Oregon and himself
a former Secretary of Health, Education, and Welfare, and including
among its membership also another former Secretary, Marion Folsome, of my State, of Rochester, N.Y., as well as doctors, insurance
company officials, and other distinguished Americans; and I believe
that the report of this committee which, in my judgment, rendered
an outstanding public service, should be commended to the Finance
Committee in consideration of this whole subject.
I call attention to that again. I believe it is very adequately before
the committee, and there is no point of putting it in the record, but
it is the report of the National Committee on Health Care of the
Aged which was issued in 1963 and of which copies are available
and I shall be glad to make them available to every member of
the committee.
Second, Mr. Chairman, I believe that a health care plan :eor the
aging is more iniportant than a 5-percent increase in social sectirity
benefits.
I wish to state that flatly to the committee.
I believe that the approximately $77 a year which the normal
social security recipient family would get under the 5-percent increase is fine and I am all for it, but it does not begin to relate to
their needs in terms of a medical care plan. I wish to associate
myself with those- on this committee who have expressed themselves
si rongly upon that subject.
Now, as a mtttter of practicality, I also agree that it may be just as
well to give those who choose it an option to take the 5 percent or
the medical care plan, but I think that is as far as I would personally
go the option route, but no more, because I believe this is essential.
For myself and my own constituency, I would not hesitate to vote
to supplant the 5-percent increase with the medical care plan.
I believe the rest of this committee bill is extremely important, and
I hope very much to support it. It has some very fine piovisions
including the opening of the social security system to doctors, which I
am entirely in favor of.
Also, Mr. Chairman, I.hope the committee will bear with me if I
refer to the fact that fo- many years I have been plugging, as the
curbstone saying goes, foe extending to age 22 the benefits of the
child's insurance, the child survivor's insurance to tlose who attend
school after they reach the age of 18.
I think this is a splendid provision in this bill.
Now, the medical care plan, Mr. Chairman , which I have laid
before the Senate, together with my own associates-in view of the
fact that Senator Anderson was not yet ready to join in a bipartisan
effort on this very much the same plan, as lie did in 1962-is inorporated as an amendment to the bill pending before the committee,
amendment No. 1163, submitted on behalf of myself, Senators Case,
Keating, Kuchel, Mrs. Smith, and Cooper, which has been referred
to the Committee on Finance. There were some misprints and
other minor corrections to be made in the amendment after its printing, Mr. Chairman, and as I shall submit it in the corrected form,
I now submit to the committee as an exhibit the amendment to which
I am testifying, and ask unanimous consent that it may be received
and either printed or dealt with as the Chair wishes.
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The CHAIRMAN. Without objection.
Senator JAVITS. I thank the Chair.
Now, in a word, the amendment which I have proposed is in two
parts, and it is distinguished from the so-called administration approach by the fact that it is in two parts. The second part is the
distinguishing feature of the amendment proposed by my associates
and myself.
The first part provides for a hospitalization insurance program to
all over 65 on a social security-financed basis, and gives a basic 45-day
hospitalization and very much the same provisions which we have become accustomed to considering as part of the administration's plan.
The difference between my own plan and the administration plan is
that ours has no deductible, such as the $90 deductible in the administration's plan.
Secondly, my proposal carries a flat 45 days of hospitalization, and
it is viable on its own financing because we have increased the social
security tax to an aggregate of 10.16 percent, which we are advised
by the Actuary of the Social Security Administration, Mr. Myers,
is necessary in order to carry this plan.
Now, I might say to the committee that if the committee should
think favorably of including such a plan in the bill, that it is entirely
possible to trim the 45 days to 40, 41, 42, or 43, or some reduction in
nursing home benefits, and thereby bring the increase in the social
security tax down to the magic 10 percent, which has been so much
discussed, or even less. Upon the actuarial experience, the aged
requirement for hospitalization can be reasonably and fairly met by
a 40-day standard as well as by a 45-day standard.
But the reason I have stuck to the 45-day standard is tlit this
is the pattern that Senator Anderson and I set, and this is the ,pattern
which seems to be the accepted one as a normal one for hospitalization if we are to have a medical care plan at all.
Therefore, in order not to change the rules in the middle of the
debate, I have kept to the 45-day proposition.
But I emphasize that the 45 days is not a magic figure and that it
can be adjusted, and that by adjusting it you deal with the question
of costs.
But if you take the plan exactly as we have designed it, that is
Senator Anderson and I, 2 years ago, and which substantially carries
over into now, it is a plan which will require an aggregate maxinmm
tax of 10.16 percent.
It provides for 45 days of hospital care, and up to 180 days of
skilled nursing home care or 240 days of home care following treatment in a hospital.
Now, it is not 100 percent like the administration approach, but it is
so substantially like it that I did not wish to take the committee's
time to go into the refined details which the committee can very
easily ascertain from its own staff analysis.
It is the second part of the bill, Mr. Chairman, that I would
especially like to call to the attention of the committee because it
represents a unique factor which my associates and I have for such
a long time tried to build into any medical care plan.
This part deals with the private sector, and it opens an opportunity to the private sector on a national 65-plus basis.
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May I repeat that, because it is the whole key to this idea? It opens
to the private sector on a national 65-plus basis, an opportunity to
provide insurance for health over and above the basic Government
coverage for the things which the Government does not cover, and
that at a very reasonable premium.
The reason that the premium becomes reasonabia is because it
is applied universally, it is free of tax, and it involves an across-theboar actuarial risk which very materially cuts down its costs, including costs of promotion, costs of selling, and the other costs which are
normally incident to any effort for health coverage, even nonprofit
health coverage.
Now, the bill then would effectuate this by allowing the formation of federally chartered nonprofit corporation with subsidiary regional corporations in which private insurance and group service
company can participate by membership in those associations as
insurers of a uniform basic plan at a uniform low rate with regional
variations both in premium and in benefits, depending upon the needs
of particular regions.
'This would be available to anyone over 65 who wanted to buy it on
a voluntary basis. The estimated cost is $2 a week per person covered
and it, therefore, should be brought well within the financial reach of
80 percent of our older citizens who can afford to pay roughly a
hundred dollars a year for the difference between basic Government
hospital coverage and complete coverage.
It would be complete, Mr. Chairman, and the testimony of the Committee on Health Care of the Aged, which, as the committee, this
committee, will see from examining-its membership, a very expert
body, backs up that statement-covers expenses for physicians' and
surgeons' care diagnostic and surgical services, drugs, and appliances.
N~ow, Mr. Chairman, this is extremely important because all the
testimony of the geriatrics experts and the doctors, and so forth,
say one thing beyond anything else and that is, keep the older person
ambulatory. I held an important seminar at Columbia University,
College of Physicians and Surgeons, which has been made available
to all my colleagues and perhaps again, Mr. Chairman, I ask unanimous consent that I may make that report available to the committee.
(The matter referred to is as follows:)
CONFERENCE ON THE "ROLE OF TnE FEDERAL GOVERNMENT IN PROBLEMS OF HEALTH

AND NIEDICAL RESEARCH," SATURDAY, MARCH 12, 190, 9:30 A.M.
CONFEREES

Senator Jacob K. Javits and staff:
Mrs. Jacob K. Javits.
Mr. Allen Lesser.
Columbia staff:
Dr. H. Houston Merritt, dean, College of Physicians & 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 & Surgeons.
Dr. Aura E. Severinghaus, associate dean, College of Physicians &
Surgeons, and professor of anatomy.
Dr. Melvin D. Yahr, associate professor of clinical neurct ,ny.
Others:
Dr. John Bourke, hospital survey and planning committee.
Dr. Francis Browning, University of Rochester .Medical School.
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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. John E. Dietrick, dean, Cornell University Medical College.
Dr. Marcus D. Kogel, dean, Albert Einstein College of Me(licine, New
York City.
Mr. McAllister Lloyd, chairman of the board, Teachers Insurance & Annuity Association.
Dr. Almes C. McGuinness, executive secretary, New York Academy of
Medicine.
The Honorable George P. Metcalf, State senator.
Dr. David Seegal, professor of medicine, college of physicians and
surgeons.
Dr. Martin R. 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
& Infirm Hebrews.
Members of the press.
MEMORANDUM

Summary
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 handlhig 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 conclusions that may be drawn from the papers and discussions of those who engaged
in the conference.
Discil8sion-l
The first paper was delivered by Dr. Frederick D. Zeman, chief of the
medical services of the Home for Aged & 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. He 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 hopelessly 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 Illness are to be checked in
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their early stage. It must also be "easy" for the doctor to use all the tools of
prev(-'itive medicine, and in this connection the economic obstacles must be overcome. 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 surgeons, pointed out that great progress has been made in the last 40 years in the
treatment and knowledge of chronic diseases and that 38 diseases which then
were fatal are now under control. He pointed out, however, that medical
schools need considerable strengthening if specialized training for aging people
is to be developed to any great extent. Ile suggested that in the accurate treatmeat of the aging, the word "appraisal" be substituted for "diagnosis," and
"management" for "treatment."
An important point was made by Dr. Martin R. Steinberg, director of the
Mount Sinai Hospital. He pointed out that younger physicians usually attempt
to mnike a complete cure of the patient. Insofar as the aged are concerned, Dr.
Stzinberg pointed out, accurate diagnosis and complete cure are not as urgent
as the need to keep these older people up and about. Being ambulant is probably the most important part of the treatment.
Another important suggestion was made in this early morning discussion by
Dr. Martin Cherkasky. Ie said that older patients needed a variety of services
and he outlined an ideal community situation in which the hospital was the
centralized medical agency around which was linked the nursing home, home(are programs, and other measures designed to get the patient on his feet as
fast as possible. Outpatient services would broaden the services of the hos.
ital but custodial institutions were also needed, all of them linked with the
central hospital. This was the way in which an effective community program
could be organized. Dr. Cherkasky visualized a community setup in which the
hospital with all its medical and diagnostic services would be the first to take
the older lersons, who would then be transferred as soon as possible either to
nursing homes, to outpatient services, or to sonic other custodial institution as
quickly as possible, thereby providing adequate service without )lacing too great
a burden on the hospital itself.
Dr. Zeman stressed the need for "clinical humility," by which he meant that
doctors should develop at an early stage a realization that they can achieve
only limited goals. He strongly supported Dr. Cherkasky's suggestions.
Dr. Willard C. Rappleye, dean emeritus and vice president emeritus of the
College of Physicians and Surgeons, pointed out that one should not focus only
on those 65 years old or over. He stressed that one had to consider the whole
l)ractice of general medicine, medical education, and the ways and means of
financing this education. He enlarged upon this at a later stage in the discussi(on.

Dr. John E. Dietrick, dean of the Cornell University Medical College, also
pointed out that where the aged were concerned, prevention calls for making
people happy, and 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. He cited the perils of isolation, inactivity, and depression as part of the
problem that had to be overcome.
George Bugbee, president of the Health Information Foundation, seconded
this observation. He stressed the 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 business firms for their chief employees as one of the
ways in which preventive medicine could be most effective in early diagnosis
and prevention of chronic illnesses.
Dr. Aimes 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
Dr. John Bourke, executive director of the New York State Hospital Survey
and Planning Committee, delivered a paper on hospital trends and the needs of
those who are chronically ill. He pointed to the development in recent years
of fewer but better and larger hospitals, and emphasized that the gap between
the apparent need and the number of hospital beds Is not as large as the
statistics would seem to indicate. The gaps that do develop are the result of
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cases being placed in the hospital where they don't belong Instead of
using the hospital beds for acute cases with consequent much more rapid
turnover.
Dr. Bourke's paper, which he summarized very briefly, provided statistics
showing the 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 shortened. This means that Intensive treatment is provided over a much shorter
period of time than 14 years ago. Dr. Bourke warned against overinstitutionalizing the population and emphasized that the development of nursing
home units as part of the hospital complex can take care of many (,f the problems of the chronically ill.
t
Dr. Bourke called for the reexamination of ways and means o cut down or
avoid hospital stay altogether. He praised the Hill-Burton pogram and said
that it has changed completely the rural hospital system in 1,lpstate New York
and vastly improved medical care in that region. The hospitals were better
staffed and better equipped and he had only wo,'ds: of tb, hight.st praise for
this program.
Dr. Bourke favors the large centralized hospital, and he pointed out that
planning must 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
t
disease care, the nursing home ype of care, ambulatory, diagnostic, and treatment facilities and home-care programing. Sound community planning, he
said, will tend to avoid unnecessary costly construction and duplication. He
emphasized that it did not make good sense to keep the patient in a general
hospital bed which cost $26 a day when the required care could be given in a
nursing home unit for an approximate cost of $9 or $10 a day.
Dr. Bourke stressed that the prevention of disease should be our primary goal
and that good 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. Satisfactory methods must be developed jointly by voluntary enterprise and government 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
provided toward a more healthful life.
Dr. McGuinness 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
ill-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. Ie minimized the Forand bill; but said that some kind
of subsidy would be necessary if insurance were to be made available to a much
larger proportion of the population. Ile pointed 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 33% 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-nilly.
The question was raised by Dr. Martin Cherkasky as to whether the Federal
Government could possibly require employers to carry a health insurance program which would meet minimum standards for their employees in a fashion
analagous to workmen's compensation insurance. In reply State Senator Met-
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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. Provisions was also made for the payment of premiums during employment-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.
I An extremely Important point was made at this stage of the discussion by
Dr. Martin Cherkasky, He stressed that the figure of 43 percent of those covered by health insuranse. was misleading because it did not indicate how much
coverage they. were carrying. He pointed out that the problem of health coverage 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
might 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 program. 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. He took note of the
fact that the upstate (New York) hospital program had been accelerated by
the Hill-Burton Act and also that its extension to cover nursing homes was Inadequate. He 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 availabilties of present nursing homes. There was need for the Federal Government to get into the
field of aid to the States and to help 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 insurance program. He said that employers can pay more of the cost of health care,
and he 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
and 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. He 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.

The afternoon session opened with delivery of Dr. Steinberg's paper on plans
and proposals for health insurance for the aging. Dr. Steinberg first described
the American Medical Association's Insistence on a voluntary prepayment type
of insurance.
Dr. Steinberg's point was that the *voluntary approach alone without governmental help was not feasible. The cost for the aged cannot be borne entirely
by younger 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 somp extent in financing the program, and the
remainder of the program would be paid for out of the general fund.
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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 hospitalization would be provided, and those 65 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
mandatory since the Government would buy Blue Cross Insurance for the aged.
Dr. McGuinness recommended that the cost for such program come out of general revenue or out of a compulsory tax. Dr. Rappleye warned against Federal
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 thn 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. Carlton 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 contribution as well as the individual concerned depending upon his Income. Different plans for different States were indicated because of the widely different
range of costs, standards, and available facilities. Thc- Federal share in any
plan might be covered by some form of tax, but appropriations out of general
revenue--making the program voluntary for the individual rather than an
added social security tax making it In effect compulsory-seemed Indicated.

The most distinguished doctors in this field made one thing
clear; keep the patient on his feet, and you save yourself enormous
costs in his health care. It is for that reason that the committee
should, if it does, dig into this subject and I hope it will, give the utmost considerations to the availability of a physician without any
socialized medicine or implication of it, and that is avoided by
the fact that Government does not have any relation with the
ph~ysician.
le phy iin under my plan keeps his relationship as he does
today with a carrier, some kind of an insurance carrier, volunteer,
commercial, or a cooperative, that is a trade union or a veterans' organization or whatever may be the plan in a particular area for a
particular group of people.
The Other point whichlis 'so critically important is this, Mr.
Chairman: I think it is a legitimate fear that if you have a Government plan alone without a complemeiitary opportunity for complete
health care'such as is 'contained in this bill or another kind-I am
not married to this. I think this is the best, and these very distinguished people have authored it, and I go with them thoroughly,
36-453-64-22
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but the reason for it, the fundamental reason in governments, Mr.
Chairman, is this: If you have a Government plan, then you have
bidding olitically, and I think the conservatives have the better
side of that argument. If you have a strictly Government plan it
is bound to be bid up whether it is actuarially viable or not.
But if you have a private enterprise outlet or if you have a private
sector outlet, then your Governor over the Government plan becomes
the private sector, because a person then cannot appeal on humanitarian grounds of, "Well, le needs the care and he is not getting it."
The opportunity to get it is constantly available in this private
sector complementary coverage, and to me that is the most decisive
argument for a plan which is not solely a Government plan, and solely
confined to certain planned minimum hospitalization opportunity.
Finally, Mr. Chairman, the Kerr-Mills bill. I think it is inherent
in everything that I have said that Kerr-Mills is an essential part
of the total picture, because if 80 percent of our older people can get
comprehensive coverage on a public-private plan like the plan I have
just outlined to the committee and with which I am sure the committee is well acquainted, then it follows that there still remains a
percentage who need some other kind of help, and that would come
under Kerr-Mills.
Now, at the same time that one says that, Mr. Chairman, one
must say that Kerr-Mills, however, is not a cover-all of a general
medical plan' because it. is too expensive, and is inclined to be too
heavily emphasized in favor of the advanced States which are prepared to take advantage of it. Now that, it seems to me, is very clear
from the figures.
My own State of New York, for example, from April 1961 to the
end of fiscal 1963 received over one-third of all Federal funds spent
for this program, and we have about 10 percent of the aged in our
States.
Now, why? The answer is that we were ready to put up the funds
which matched it, and that we were lively in terms of getting on the
ball and doing the job. But the cost is very high.
The average' monthly cost per patient is $300 according to the
reports of the New York State Department of Social Welfare, and
we are taking care of 32,000 aged in New York State at a cost of
$110 million a year under Kerr-Mills.
Now, the reason, as I think the committee knows, and it is one of
the big problems pointed out with Kerr-Mills, is that Kerr-Mills can
be just as adequate, just as broad in the way of benefits as the State
is willing to pay for it in terms of its share, and the Federal money
comes in automatically to match the State, no matter what benefits
the State may decide that it wishes to give.
Now, it might seen strange, Mr. Chairman, that coming from a
State which is "profiting" as much as the State of New York, I
am here to testify that I want another plan.
I don't think this is wise in terms of any broad general coverage.
But I do that because we are talking about the aged, not about the
particular financial operations of my State. My State will be
financially viable whether it works this fully in this particular plan
or not.
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The important thing is to give the aging the health care that they
need, and I believe that the KerT-Mills way is not the way to cover
the aged. I think it is the way although I think it does need some
tightening up and consideration in terms of what I have just referred
to, to deal with the indigent aged. I think that has now been proved
but it also has been proved that it is not the plan that can deal
with health care for allthe aged.
It is upon that basis, Mr. Chairman, that I, to summarize, believe
(1) that we owe a duty to tile American people to give them a medical care bill for the aged.
I think this is a sleeper issue. I think it is one of the biggest
domestic issues in the country and the minute it comes into the area of
active discussion it will ao'ain flare up as the big vital issue that it is,
not only for the aged but ?or their children. Let us never forget that.
This isn't just a program for the aged. On the argument that the
social security tax is regressive and taxes the lower element in the
population uneconomically, let me say that is the way the worker
wants it and, Mr. Chairman, I ought to be able to speak to that with
great conviction because I started out against social security because
I believed it was regressive, and I think I made some pretty good
,arguments on that score, and practically every member of my party
went with me.
But I became convinced, Mr. Chairman, that the worker wanted to
pay this form of insurance; lie wants it that way. For him it is
dignity and self-respect and assurance for his later years which he
values very highly, and as lie wants it that way, I felt that we might
just as well consolidate the forces that were for it instead of keeping
them separated.
So, it is on that basis, Mr. Chairman, that I offer to the committee,
one, the proposition that we should have a medical care plan; two,
that it ought to be in this bill; three, that it is superior in importance to the 5-percent increase in social security benefits; four, that the
aged ought to have the opportunity, for a comprehensive plan, not
just a hospitalization plan; five, that the public-private plan is the
best for that purpose; and, six, that Kerr-Mills will not do the job, but
is a necessary element in the totality of what we do.
Thank you.
(The prepared statement referred to follows:)
STATEMENT OF SENATOR JACOB K. JAVITS, REPUBLICAN, OF NEW YORK

The problems confronting our older citizens call for the kind of comprehensive
response Incorporated in MR. 11865. I am especially pleased to note that it
extends payment of child's insurance benefits until the child reaches age 22 if he
is attending school or college as a full-time student after he reached 18. This
is a measure which I have proposed as legislation (S. 1770) and supported for
many years in the Congress as a vitally necessary assistance for the education
of our youth.
But we must be prepared to cope with new health problems as well as social
problems created by the increase in our overall population of the number and
percentage of men and women over 65 years of age; and in this respect H.R.
11865 makes no provision. Accordingly I propose as an amendment to this
bill a dual public-private program of health care for the aging.
Health care for the aging is a sleeper issue in this country, but it is there
and it is a vital issue. The need exists, government can help to solve it and
feasible and practical government-private action is available. This pending
social security bill is a proper vehicle for a medical care for the aging amend-
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ment and such alternative amendment will be submitted. I predict the issue of
medical care for tile aging will become one of the most urgent in this election
year.
Scientific advances in medicine and health care are helping us to live longer,
and it has been estimated that by 1970, the number of Americans over 65 will
total over 20 million. Of these, an even greater percentage than ever will be
in the 80- to 90-year bracket. At tile same time they will require much more
hospital and medical care than younger persons. Yet, according to studies
of the Department of Health, Education, and Welfare, on the basis of income
they will be far less able to meet the costs of hospital and health care, which
are continuing to rise.
According to Bureau of Census statistics the per capita income of 80 percent
of all retired persons is $2,000 a year or less. This is not enough to enable
them to meet the costs of adequate health care or to carry adequate Insurance
to cover these costs. The Senate Subcommittee on Health of the Elderly
reported last month after extensive hearings that only 9 million of the 18
million who are 65 and over had any kind of health insurance and that only
1 in 4 of this 9 million held hospital insurance that could be defined as adequate
under the definition established by the American Hospital Association. This
definition calls for a policy whose benefits pay at least 75 percent of hospital
costs.
The subcommittee further reported that the remaining 9 million without hospital insurance are the ones who need protection the most; namely, "predominantly the very old, those in poor health, the unemployed, and those with the
lowest incomes."
In the last decade the consumers' price index has been estimated to have
gone up by 12 percent, but medical costs rose by 36 percent and hospital costs
by 65 percent. Group insurance premiums have also risen drastically in the 4
years between 1960 and 1964, in some States rising as high as 83 percent for
the group over 65.
This is why I deeply believe we cannot ignore the problem of health care
for the aging, a problem which my amendment can help substantially in
solving.
Experience in New York State demonstrates conclusively that tile KerrMills MAA program is necessary but that it cannot effectively help the
majority of older citizens who need health care. It is also a very expensive
program. New York* was one of the first States to implement this program,
and from April 1961 to the end of fiscal 1963, New York received 5.2 percent of
all Federal funds spent for this program. New York with only 10.2 percent
of all Americans 65 years of age and over received more than one-third of the
Federal funds.
The actual figures are even more startling on the high cost of MAA. In
1963 a monthly average of 32,000 aged in New York State were cared for at a
cost of $110 million. This year an estimated $125 million will be spent on the
program in the State. MAA is the costliest of the six public assistance programs in the State, and the average monthly cost per person is approximately
$300, according to the New York State Department of Social Welfare.
With our older citizens being priced out of tile health care market by high
medical costs and very high rAvate insurance costs, the inescapable conclusion Is
that only a mass approach on a nationwide scale, such as my amendment proposes, can aclieve broad pooling of risks, complete availability, and costs low
enough to be feasible.
The report issued by tile National Committee on Health Care for the Aged,
which was organized at my suggestion over a year ago, offers a new approach
to a solution of the problem. My amendment incorporates the committee's
recommendations, and establishes a dual Government-private health insurance
program for all persons 65 years of age and over.
Using the social security approach, my amendment provides 45 days of
hospital care and up to 180 days of skilled nursing home care, or 240 days of
home care if It follows treatment in a hospital. In a limited number of Instances, patients may he able to enter directly Into a hospital-affiliated nursing
home upon review and determination in advance by qualified hospital medical
staff members. • This provision could lead to some reduction in the costs of the
hospital program. Ideally, all nursing homes under this program should be
hospital affiliated, but due to their limited number, authorization has been
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written into the legislation to give the Secretary of Health, Education, and
Welfare discretionary authority in qualifying nursing homes for the program,
if they do not have affiliation but meet other acceptable standards.
To administer the public hospital plan in the States, provision has been
made for the services of voluntary organizations, and the Secretary is authorized to invite proposals from health organizations for consideration. Federal
administrations will be undertaken only if State or voluntary agency proposals
are not satisfactory. The entire thrust of this part of the program is to limit
the Federal Government share to basic hospital and nursing home care.
The second part of the bill dealing with the private sector is intended also
as a built-in governor to make any future expansion of the Federal program
unnecessary. Under the dual public-private program provided for in this legislation, there would be a complementary national private health insurance
program which would concentrate on covering expenses for physicians' and
surgeons' care, diagnostic and surgical services, and drugs and appliances.
With this coverage the older citizens would then have a well-rounded
package of basic health protection.
The legislation calls for a nationwide federally chartered nonprofit corporation with subsidiary regional corporations in which private insurance and
group service companies can participate in a concerted effort to overcome the
obstacles that bar a satisfactory solution to the problem. The private insurers
would develop a plan providing uniform basic coverage at a uniform low rate,
but with regional variations. This standard insurance policy would be available to everyone over 65 who wanted to buy it on a voluntary basis. The estimated cost Is about $2 a week per person covered, and should therefore, bring
it within the financial reach of 80 percent of our aging citizens.
To make this nationwide complementary insurance possible, under conditions
that would permit pooling of losses made necessary by accepting all applicants
without selection, and removal of legal and other obstacles to very low cost insurance, the bill provides for exemption for paitleipating companies from the
provisions of the Sherman Anti-Trust Act, for exemption from all taxes on premiums for the approved plan, and for a symbol signifying official public endorsement of the basic complementary Insurance plan.
This standard plan would in effect provide a discount to older citizens to
encourage them to obtain supplementary protection under private insurance at
rates which would be the lowest possible. Together with the hospital care insurance in the public sector, protection for the largest portion of the total health
care bill of the older citizen will be accounted for.
This amendment is offered as an option to the 5-percent increase in insurance benefit payments in order to keep the total employee-employer tax to no
more than 10.16 percent, or one-half of 1 percent more than H.R. 11865 calls for.
There are those who feel that there is some magic in holding the total employeeemployer tax rate to 10 percent. The costs in my amendment can be held to that
figure if we modify the benefits by providing a 2-day deductible on the 45-day
hospital benefit, and by reducing the nursing home benefits from 180 to 90 days
with a reduction to 120 days in the home care benefit. I have been assured that
with these modifications the tax rate can be brought within the 10-percent limit
onThe
the $5,400
base.
potentialities
of this public-private program for solving an increasingly difficult and costly problem go far beyond any existing practice
developed to meet a social need. It comes closest to meeting the requirements of health care experts as well as of legislators in both parties and it does
it at a cost which is relatively modest in view of the magnitude of the problem.
My amendment avoids the dangers of socialized medicine by limiting the role
of the Federal Government, preserves the traditional doctor-patient relationship,
and provides for the participation of the private sector of our economy which
has built up a tremendous and deserved interest in this field over the years.

The CHTAMRMAN. Thank you very much, Senator Javits.
We are always glad to have you, sir, before the committee.
Any questions?
Senator DOUGLAS. I want to commend the Senator from New
York for f, very constrictive proposal. I am going to defer my
questioning to the Senator from Connecticut who is most, expert in
this field.
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I do think it is both unusual and praiseworthy for a Senator from
a State to say that he thinks his State is getting a larger proportionate share from a program, which is somewhat unheard of in
tle U.S. Senate, and I want to especially praise the Senator for
that.
. Would there be any supervision over the rates charged for this
private insuarnce corporation which you propose for non-hospital
non-nursing-home, non-home-care service?
Senator JAVITS. Completely. It is completely subject to the Secretar of Health, Education, and Welfare.
enator DOUGLAS. Would you replace the present State control
over Blue Cross charges with Federal control?
Senator JAVITs. I would not. This is confined to this particular
policy. The policy which I referred to would be a policy for those
over 65 on a nonselective basis which would be universally available,
and what z-Aakes it universally available is the cooperation of the
carriers, all the carriers who wish to participate.
Senator DOUGLAS. Who would exercise supervision over rates?
Senator JAVITS. The Secretary of Health, Education, and Welfare.
But I wish to point out to my colleague that he would exercise
supervision only in this particular field.
Senator DOUGLAS. I understand.
Senator JAvrrs. For this particular policy. And that would incl tide Blue Cross or anyone who participated in this plan.
Senator DOUGLAS. The Blue Cross rates are presently supervised
general by the States.
Senator ,JAvITS. Exactly so. But they are supervised across the
board. All this would do would be to carve out this particular
policy. It would not change their supervisory status as to all their
operations.
Senator DOUGLAS. Are Blue Shield rates controlled by the State'?
Senator JAvrrs. Yes, they are.
Senator DOUGLAS. That is all, Mr. Chairman.
The,CiAIRMAN. Any further questions?
Senator CARLSON. Mr. Chairman, I just wish to commend our
distinguished colleague from New York for what I would say is one
of the finest and best statements that we have had on the entire
health care program before our committee, at this hearing at least,
and it does raise some thoughts as to future programs. I was interested in your suggestion that this program might well be in operation
complementary with the Kerr-Mills bill, which, in your opinion, does
then have a field even if this program or a similar-type program was
approved.
Senator JAVITS. Very definitely.
Senator CARLSON. I noticed, too, that you mentioned that you
could come within the 10 percent, which seems to be a figure that
is being used around here when it comes to costs, by reducing the
number of days from 45 down to 40,41-2, or 3.
Senator JAVI S . That is right.
Senator CARLSON. Then the other suggestion, if we did not follow
that one, would be, of course, to raise the base pay that could be used
for the tax rates.
'
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Senator JAVITS. Exactly. It could be raised to-the average figure,
I think now, I think they are pretty right about this, Senator Carlson,
the average figure, and I am drawing on my recollection and I
think it is correct, of earnings per factory worker which is the norm
for judging the standard of living and other problems in our country, I think today is about this $5,400 figure so it is true that the $4,800
figure is archaic.
Now, the point is that you are deferring the operation, even of
the maximum figure here, for a few years, and I t~iink it would be
worthy of the committee's inquiry to see whether on quite reasonable
and honorable projections it is a fact that the $5,400 figure may, when
you reach the maximum social security tax, will also be out of date
and perhaps a figure of $5,600, $5,800, even $6,000 might then be the
norm of factory workers' income.
In short, we have a tendency to have the maximum compensation
to which the tax is applicable lag behind the figures. We had that in
the $4,800. We may very well have that in the $5,400, and, I think,
the Senator's suggestion on that ground would be very well worth
exploring and looking at.
Senator CARLSON. I want to say that tho distinguished Senator
from New York has called our committee's attention to some problems I think we are going to have to meet. the problem so far as this
one member of the committee is concerned is one of time.
Here we are with less than 10 days, I hope, of legislative session for
this Congress, and this is a great field. As the Senator from New
York has stressed this morning there are many facets of it that
ought to be explored anq, I am sure those of us who are really interested in health care programs would need more time than just to
report out a bill without some real serious deliberation in executive
session as well as additional hearings.
And looking at it from a legislative standpoint I frankly do not
see how we can, in my opinion, add a health care program to the
present social security bill without more time.
But that is my personal feeling on this matter.
Senator JAVITS. Mr. Chairman, I would say to Senator Carlson, of
course, we aren't sure that we are not going to get more time. We
may very well be recalled here.
Senator CARLSOw. That is right.
Senator JAvITS. And we may have a repetition of that great drama
of 1960 when our beloved and departed colleague, Senator Kennedy,
came back here to fight exactly this battle, and it may happen again.
I might say finally Mr. Chairman, I hope the Chair will Forgive me
for saying this, that i would hope that if the committee can do something now, I certainly urge it very strongly and that is why I am
here. I would hope th at sooner or later this committee--and that is
not impossible, the Chair, whether he agrees with me or not in this
matter, is a man of tremendous position in the Nation and very, very
highly regarded and has a sense of being a national instrument often
even though he may not agree, I icnow that to be characteristic of
Senator Byrd.
Under the auspices of the committee or under the auspices of the
President of the United States, sooner or later the great insurance
industry of the United States must be called together, and must be
told this is their baby.
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They have got to come up with an answer to the 65-and-over health
care problem. It is going to bedevil them and they are going to get
something they may not like but they are the people who ought to
really solve it, and in all honesty my approach is an effort to crystallize what should be accepted as their responsibility.
The CHAIRMAN. Thank you very much.
Senator JAVITS. Thank you.
Senator CAnLSON. Mr. Chairman, I notice the Senator from Connecticut left. I assume he did want to ask some questions. I am
sorry I took the time but if he wants to come backSenator JAvrrs. I can come back.
Senator CAiLSON. Thank you.
(At the request of the chairman, the following is made a part of
the record:)
U.S. SENATE,
COMMITTEE ON LABOR AND PUBLIC WELFARE,

August4, 19614.
lion. HARRY FLOOD BYRD,
(Vhafrmnan, Committee on Finance,
U.S. Senate, Wa8hin ton, D.C.
DEAR Mn. ChAIRMAr: I am writing to you in behalf of S. 1262 and S. 1268
introduced in the first session of this Congress and now pending before the
Finance Committee.
As both bills provide for disability benefits under title II of the Social
Security Act for any individual who Is blind, I respectfully request that they be
given consideration by the committee at the same time consideration is given
to the House-passed social security amendments bill, H.R. 11805.
With best wishes.
Sincerely,
JACOB K. JAVITS, U.S. Senator.

The CIRMAN. The next witness is Mr. Walter McNerney of the
Blue Cross Association.
Mr. McNerney, take a seat, sir, and proceed.

STATEMENT OF WALTER 3. MoNERNEY, PRESIDENT, BLUE CROSS
ASSOCIATION; ACCOMPANIED BY BERT TOLLEFSON, WASHINGTON REPRI*S=ATIVE
Mr. MCNEiiNEY. Thank you, Mr. Chairman.
My name is Walter McNerney. I am president of the Blue Cross
Association, the National Associtition of Blue Cross Service Plans. I
appear here today as a representai-ive of these plans which collectively
provide hospital benefits to 59 million persons in the United States,
including over 5.3 million aged citizens.
Next to me is Mr. rrollefson, who is the Washington representative
of the Blue Cross Association.
With your permission, sir, I would like to submit this written testimony for the record and excerpt from it now some of the principal
remarks that are contained in it for the sake of time.
The CITAIIMAN. That. will be done, sir.
M1r. McNm,INEY. Thank you.
I would like to start by laying down a few perfatory comments
regarding the issues r . hand.
We, likce all conscientious citizens, feel that everybody in the community, the aged included, should have ready access to health care
as it is needed.
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We, feel the benefits that are provided the aged as well as other
citizens should be structured on a sound, medical, public-health
basis.
We feel any Government program that is designed to help should
be flexible so that it call stimulate the voluntary sector and accommo(late to changes in the medical sciences and medical organization.
We feel the proposition that elderly people require more health care
than is presently available is true, and that the Federal Government
should seek a framework within which all disadvantaged persons
including the aged might receive help.
We believe this is going to be an expensive job that is going to
require all available resources in the country.
We have learned through experience that administering health
benefits is an increasingly complex job. By making it possible for
more of our senior citizens to purchase coverage through the voluntary
system of which we are made a part the Government would at
once avoid duplication of scarce skills and machinery and importantly strengthen the ability of that machinery to serve all age groups.
We recognize that the provision of purchasing power for various
segments of the population and the servicing of benefits are two quite
different matters.
Whereas Government assistance is needed and is already bein
I)Iovided to help accomplish the first, there is no reason to extend
Government action in the second area because of the adequacy of
today's widespread voluntary institutions.
Now, I would like to comment on some major issues that are
applicable to current and prospective proposals or financing health
care of the aged, rather than dealing with any specific ones.
In my written statement, which I have submitted to you for the
record, there is a description of the background of Blue Cross. I
think most of you are familiar with it.
Let me say, as a high point, that this is a group of institutions that
over the last 30 years in this country have paid more for hospital
benefits than all other private carriers combined and now exceeds a
rate of over $2 billion annually.
Blue Cross wa: designed and it exists to serve not just the
economically fortunte, not just good risks but the total community,
and as evidence in part of not only our intention but our performance,
I should like to submit the fact that about 9.1 percent of our subscribers are over 65 which is coincidentally about the same percentage of the aged to the total population.
The Blue Cross plans historically have not conceled contracts.
They have encouraged people to stay in Blue Cross, either as a
member of the retired group, as a person converting from a group
to an individual status. They have had open enrollments, they
have had special senior citizens' campaigns, and through these devices, without cancellation, without any. threat of it, we have now
accommodated over 5.3 million of our senior citizens.
With this as background, I would like to address myself br:,-fly to
the question of what are the problems of the aged in financing health
care.
In conjunction with the American Hospital Association we studied
the problem, I think in fairly great depth in 1962, and I would be
glad to provide copies of this study to the committee.
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In that monograph we came to the conclusion that some of the
aged are not able to provide for themselves all the medical care they
needed. Although the gap is closing, there are still those who need
further help.
The causative factors we believe are sometimes complex but the net
result is that a segment of the aged population does not have enough
)urchasing power to protect itself against heavy medical costs.
The basic problem of the aged is not unavailability of programs
providing protection against the cost of health care. On the contrary, Blue Cross and other segments of the voluntary system can
and do provide many of the aged with adequate protection. The
problem is that some of the aged with limited income cannot avail
themselves of thi protection.
Unfortunately, I feel, definitive information is lacking on may
aspects of the status of the aged, and this has inevitably led to some
speculation supporting various points of view,
For example, the true extent of multiple health coverage of the
aged is not known. Standards for evaluating the economic needs
of aged individuals, or families headed by aged individuals or aged
persons living as a part of the family have not been widely accepted
nor would one set of standards apply throughout the country.
Is, for example $1,200 too much or is it too little? Many of our
data, are presented as averages where as the true problem may lie in
distribution. There are, for example, proportionately greater disparities among the aged than among the remaining population.
Remember also in scrutinizing the aged as a population segment we
are not dealing with a fixed, cohesive, constant element. This portion
of our people is in constant fluctuation.
Daily it grows larger although at a decelerated rate; its economic
characteristics change, even its geographical distribution among the
States is unstable.
There seems to be a need appearing to cluster, on the bpsis of what
studies we do have, around segments of the population that are disadvantaged as to other necessities of life such as adequate food, shelter, and clothing rather than any single age group of the total
population.
Our conclusions must be drawn to some extent on broad economic
comparisons of the aged relative to younger groups or varying personal experiences or on empirical observations. Can the voluntary system solve all of the problems?
'he voluntary system, we feel cannot solve all of the problems.
One possibility in the hospital feld would be for the hospitals to
accept aged patients at a discount. The fact is now that there are
regular payrolls to meet in hospitals. One cannot rely extensively on
volunteer help, and there is, therefore, no cushion against which to
absorb discounts for any segment of the population. Furthermore,
the public is becoming vocal about the costs that it must now pay.
Philanthropy is a possibility but this is limited for it always has
been in terms of a percentage of total operating costs. With the rate
of hospital cost growth, it is going to be fortunate if philanthropy can
keep up with its capital contributions and its contributions to eclucation and research, let alone attempt to take on the problem such as the
aged.

SOCIAL SECURITY; MEDICAL CARE FOR AGED

339

It is possible to conceive of the voluntary carriers such as Blue
Cross subsidizing the aged through broad risk sharing.
Blue Cross pioneered in this concept through the design of a community rate where most people in the community in very broad categories paid the same rate regardless of their experience.
Recently Blue Cross has had to modify its community rating techniques in a competitive environment. This has not resulted in a
diminution or a vast cutback in the subsidy of the aged, but it does
put a limit on the extent to which we can go. Even with Blue Cross
extending from our better risks to our poorer risks some subsidy, there
will remain a number of aged who cannot enroll in the first place or
maintain very large payments.
We come down to the essential problem of how to derive money
from one part of the population to assist another, and the only other
substantial way of doing this is through taxation.
It is worth repeating that the fundamental problem is lack of
sufficient purchasing power, and the inability of the -voluntarysystem
to produce a financial subsidy sufficient to meet all aged adequately
is often irrelevantly generalized to imply a universal weakness in the
system including its capacity to provide top-quality care and adequate
benefits.
These benefits are there. The challenge of government is to bring
them within the grasp of those who cannot afford them.
I would like now to touch upon a few public policy issues, based on
our experience in the market. We think that the Congress in addressing itself to this problem should keep in mind that whatever step
is taken beyond the basis of a sound medical public health program, it
-would be unfortunate to divorce quality of care from quantity. In
this regard, as for all age groups a balance must be struck between
ultimate need and conflicting demands from other segments of our
economy.
Several methods, we believe, are available to conserve government
resources without jeopardizing the vast amount of purchasing power
that now is stimulated from the private sector. In fact, proper government design might very well stimulate further private purchasing
power.
For instance, there is widespread support within the voluntary
system for the adoption of a r uirement which would result in government assistance being related on a sliding scale to the income or
spendable assets of the aged.
Those below a certain level might receive full government support,
those in the next higher bracket less, and so forth. This simple device
has several advantages and is worthy of your serious consideration.
The fact is that while many of the aged are destitute and ill, most
-ire neither, and the latter do not regard themselves as needing help.
This is attested to by the millions of senior citizens who are self-sufficient and have prepaid protection against health hazards.
The hard core seems to involve the very old, particularly women
who are chronically in poor health and who are no longer engaged in
or have the prospect of employment to supplement their meager income.
By relating the degree of assistance to an uncomplicated determination of the adequacy of each aged person's income, not to include the
assets of children or relatives, the thrust of the Government's pro-

340

SOCIAL' SECURITY;

MEDICAL CARE FOR AGED

gram, of its subsidies, could be at the point of greatest need. This
would allowa broader and more comprehensive range of benefits to be
covered with a given amount of money, while preserving maximum
effectiveness of purchasing power in the private sector and reducing
pressure oni the doctor to use the most highly expensive inpatient hospital services.
A determination of eligibility based on income need be no greater
invasion of privacy than personal income tax filing.
The difficulty of a program providing the same benefits for all in
a category, such as for the aged, is that it can expand only, it cannot
contract.
It. has been calculated that an adequate benefit for the aged consisting of 120 inpatient hospital days, outpatient hospital services, skilled
nursing home, and home care on a two-for-one hospital substitute
basis, medicine and surgery in hospital, as well as partial protection
for home and office care and prescribed drugs, would cost about $250 a
person per year even at today s costs.
The total annual cost for 17 million aged would be approximately
$4.5 billion. Such a program of benefits, however modest at its inception, would grow in this direction on a current-cost basis and would put
a heavy burden on payrolls without regard to growing income and
other needs of retirees.
On the contrary, a program of benefits based on some reference
to economic status of the aged can expand or contract as the status
of the aged changes. Its cost, although large, can, in reflection of the
economic well-being of the country and the performance of the voluntary system, stop appreciably short of the above-cited current cost and,
once established withI enthusiastic Federal support, can act as a stimulus for many sources of money (Federal, State, employer-employee
pension programs, direct purchases of voluntary insurance, and philanthropy) all of which will be needed to do a sound and progressive
job. There should be no illusion about the cost or the need for cooperative effort being less.
Another way for the Government to consider conserving its resources would be to state the benefits of any programs with which it
had connection in only general terms.
So, that it could reflect without changing the law, changes in the
inedica.l sciences, and at from time to time include expanding into
areas such as rehabilitation without a major occurrence of legislation.
Also, we feel that eligibility might be related to retirement rather
than to age alone.
'Finally, I would say under main issues that the design and administration of health benefits involving such functions as ratemaking,
underwriting, financial audits, development and evaluation of new
benefits, claims processing, professional relations, and implementation
of controls over utilization is a complex task requiring experienced
personnel and seasoned skills. Duplication of the skills and machinery currently available should be avoided by the Government as
a matter of policy. This infers that fullest use should be made of the
resource of the voluntary system, not only for the sake of effectiveness
and economy lut also to avoid heightening the manpower problem in
regard to skills already in short supply.

SOCIAL SECURITY; MEDICAL CARE FOR AGED

341

Currently, for example, Blue Cross is administering benefits for
needy citizens in eight States and involved inplamfig in several
others. Programs include OAA and MAA an to a lesser extent
GPA, aid to dependent children, aid to disabled, and aid to needy
blind.
Finally, I would like to dwell a bit more on the costs of health benefits because I think this is an important topic.
As has been stated, health benefits for the aged covering major segments of all elements of the health dollar excepting dental services
would cost approximately $250 per person per year or approximately
$21 a month, excluding adiniistrative overhead.
Similarly, it would cost approximately $4.50 a month to qualify for
5 days of inpatient hospital care and aiproximately $9.50 and $10.50
to qualify for 30 days and 120 days, respectively, without any reference
to diagnostic, nursing home, medical and surgical, office, and other
allied services.
In talking of meeting the needs of the aged, the Government should
face squarely these facts and keep in mind that the costs cannot be
depressed significantly without jeopardy to quality of care.
Some of the literature describing the performance of the voluntary
system leaves the beguiling impression that if someone else were to
do the job it would cost appreciably less. There is room for further
measure and modification of utilization, a great deal of energy is
being devoted to this, but w( should not pretend that somehow or
another the costs will turn sharply downward.
Hospital and medical care is expensive here and abroad-so expensive that its cost must be weighed carefully against other population
needs. Many State and local governments currently paying considerably less than hospital costs can testify eloquently to the problem
involved.
Now, a recent social security bulletin citing data drawn from a
nationwide sample, showed that 11 percent of aged couples and 7 percent of aged individuals had medical bills in excess of $1,000 in 1962.
On the other hand, 25 percent of the couples and 50 percent of the
individuals surveyed had medical bills of less than $100; 1 in 4 were
hospitalized among aged couples; and 1 in 7 among aged individuals.
When a hospital stay was involved one-half of the couples and twofifths of the individuals had medical costs exceeding $1,000.
It is important to note that among those who were hospitalized there
was a considerable amount of money spent on the episode of illness for
nonhospital expenses, both for couples and for individuals.
For other than hospital expenses $632, and $295 for other than hospital expenses- for the couples and individuals, respectively. These
figures, incidentally, would be higher if the value of free services
received by the aged for doctor's and institutions were added.
These and other data show that medical costs fall unevenly among
the aged, as they do for all age groups of the population . Some exl)erience few, others incur considerable costs. A]so, it can be seen that
whereas the hospital is a major cost element, hospitalization is apt to
occasion a significant number of other medical expenses, doctors, drugs,
nursing home, and so forth, all of which also require payment and
good medical practice indicates that these be available, also, on a
sharedrisk basis.
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Essential choices are to be made as follows: To what extent to increase purchasing power of the aged through cash or health benefits
and whether to buy all aged a narrow range of benefits or some a broad
range of benefits.
The amount devoted to health benefits is necessarily in conflict with
the amounts paid in cash benefits. The economic fact of life is that
anything like current Federal Government planning a full set of
benefits cannot be written for the particularly disadvantaged and for
all other aged as well.
In conchlsion, I would like to say that Blue Cross shares the Government concern with the well-being of the aged and other citizens.
Based on our studies we believe some are in a disadvantaged position,
and require Government help in financing their personal health
services.
We feel the core of the problem from a public policy point of view
is that some of the aged lack purchasing power.
The essential job for Government is to put this purchasing power
in their hands.
The essential decision is how. In this statement we have outlined
some criteria and identified some public policy issues which we hope
that the Congress might find useful in evaluating any bill.
In each instance we try to keep in mind the impact that any move
would have on the growth and orderly continuation of the voluntary
system, and care rendered the total population of which the aged are
only a part.
The present system has worked well. I think that the aged should
be a cause to strengthen it. They should not be isolated from the community as objects of charity either in administering L::,fits or the
identification card they carry.
I hope these observations have been helpful and I ce, vainly would
be gla to answer any questions.
(The prepared statement of Mr. McNearney follows:)
FIPTANCINO HEALTH CARE OF THE AGED

A statement by Walter J.McNearney, President, Blue Cross Association
My name is Walter J. MeNearney. I em president of the Blue Cross Association, the national organization of Blue Cross hospital service plans. I appear
here today as a representative of these plans, which collectively provide hospital
benefits to 59 million persons in the United States, including over 5.3 millions
65 years of age or older.'
The following premises, based on extensive Blue Cross experience in financing
health care, are prefatory to my comments on the issues at lnd.
Like all conscientious citizens, we feel that everyone in the community
should have ready access to health care as needed.
We believe that prepaid health benefits for the citizenry should be based
on a sound medical-public health program, structured to encourage effective
use of health facilities and services.
We believe that any Government program should be flexible. It should
reflect, even stimulate, changing patterns of medical science and organization. It should recognize the widely varied levels of services and skills now
available and should aim at promoting even higher standards.

I There were 5.3 million aged citizens enrolled in Blue Cross as of Jan. 1, 1983, according
to a special poll of plans. A comprehensive poll has not been repeated since but additional
reports as of April 1964 confirm that at least an additional 800,000 enrollees have been
added.

SOCIAL -SECURITY; MEDICAL CARE FOR AGED

343

We support the proposition that there are elderly persons requiring more
assistance in obtaining health care than is presently available, and that the
Federal Government should seek a framework within which all disadvantaged persons, Including the aged, might receive help.
The cost of adequate care for the aged is such that we believe a marshaling
of all available resources Is needed to do the job.
We have learned that the process of administering health benefits is increasingly complex. By making it possible for more of our senior citizens
to purchase coverage through the voluntary system, the Government would
at once avoid duplication of scarce skills and machinery, and would importantly strengthen the ability of that system to service all age groups
effectively.
We recognize that the provision of purchasing power for various segments
of the population and the servicing of benefits are two quite different matters.
Whereas Government assistance Is needed, and much is already being provided, to help accomplish the first, there Is no reason to extend Government
action in the second area because of the adequacy of today's widespread
voluntary Institutions.
Now I should like to comment on major issues applicable to current and
prospective proposals for financing health care of the aged, rather than dealing
with any specifically.
BACKGROUND

The Interest of Blue Cross in the aged and other disadvantaged segments of
the population Is a matter of record.
Over the past 30 years Blue Cross has grown from a few Isolated prepayment
ventures into a national network of plans. In these three decades it has provided
more hospital benefits than all other private carriers combined, at a rate which
now exceeds $2 billion annually. Always, Blue Cross has striven to serve the
tctal community-not just the economically forturnate, not just those who are
"good risks." As evidence of this close identification with the total community,
nte that the percentage of Blue Cross membership which has achieved senior
citizen status Is practically the same as the percentage of all senior citizens to
the total population of the United States, 9.1 percent.
Because any proposal to extend the public sector's participation In the financing of personal health services raises questions as to how well the voluntary
system has performed, we should take a look briefly at the current situation. In
focusing on the prepayment field, I shall leave to others the presentation of the
Impressive record written in the past and continued Into the present by the
health professions, the voluntary hospitals, and the many related facilities. The
singular success the American people have achieved In making high quality
medical care widely available Is attributable to a unique American phenomenon:
the interaction of private incentive, responsible community enterprise, and governmental support, all concentrated on the solution of specific problems.
The record of the voluntary system as a whole in the United States In bringing
health coverage to the public Is extraordinary in relation to other countries.
Voluntary carriers reach every community In the United States. Between 1940
and 1903, the number covered by some form of hospital benefits has grown from
approximately 12 million to approximately 140 million persons. The growth had
been from 9 percent to about 75 percent of the total population. In 1962, dollar
volume of prepaid and Insured hospital benefits was more than 1,000 percent
greater than It had been two decades earlier, an Increase due to the offering of
broader benefits and to rising hospital costs as well as increased enrollment.
How well has the voluntary system provided adequate coverage to the public?
I cannot speak responsibly for all carriers, but I can offer a few observations
about the 76 Blue Cross plans of the United States. These plans are locally
Incorporated community-based nonprofit organizations dedicated to making
health services available to all through the operations of the Individual plan or
through the associated action of several Blue Cross plans. They were started
with the blessing of State legislators who faced problems such as those being
considered today and who Introduced special enabling legislation supporting
Blue Cross' desire to make hospital care available to all segments of the
community.
Blue Cross plans responded to the stimulus of this support. Blue Cross members, once enrolled, are encouraged to continue their membership despite advanced
age or deteriorating physical condition. They may convert to a direct-pay basis
when leaving a group and may maintain that status throughout their lives.
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Open enrollment seasons are held periodically, during which individual members
of the community, including the aged, may join. In addition, Blue Cross staffs
have worked closely with labor and management and local and Federal Government in the development of programs which include retirees in the basic employed
group. This increasing acceptance of private responsibility for helping to meet
the ('osts of health care for retired persons In this manner is, we believe, noteworthy. It should be added that approximately 42 percent of Blue Cross aged
enrollees are group enrollees.
Blue Cross plans, with more than 20,000 full-time personnel, cover every community in the country. Plan staffs include professionals skilled in the complexities of hospital operation,. reimbursement, claims administration, and the
design of contracts suited to the benefit needs of the community. They work
harmoniously with local leaders and with community agencies, and are active
in many vital local projects, such as regional hospital planning groups, to forestall the erection of unneeded buildings and to stimulate the building of new ones
where they are truly required, as well as to promote the coordination of community health services. Blue Cross plans urge the formation of hospital and medical society utilization review committees, as safeguards against unnecessary
hospitalization and longer hospital stays than are actually essential, audits of
hospital costs, support of programs under which health facilities are held to
high-quality standards through a system of accreditation, and meaningful experinientation with such growing community services as coordinated home care and
other aspects of progressive patient care. All of these efforts have had the
support of, or are the result of, direct contributions from organized labor and
management as well as subscribers in local and Federal Government. Their
leadership has been a strong factor, -along with the stimulation of State regulatory bodies, in Blue Cross growth and progress.
This sensitivity to local conditions is important in the administration of a
health benefit program, since the blend of facilities, manpower, and medical
practice varies considerably among sections of the country, and even within
States. Lively responsiveness to neighborhood economics and local social conditions as well as to broad national concerns is a significant aspect of Blue Cross'
interest in the health problem and care of the aged.
WHAT

ARE THE PROBLEMS OF THE AGED

IN

FINANCING HEALTH CARE?

The Blue Cross plans, drawing upon their own experience and seeking counsel
from other sources as well, studied in depth the health financing problems of the
aged. The results of the study, done in conjunction with the American Hospital
Association, were published in a monograph entitled "Financing Health Care of
the Aged" in 1962. For the reasons set out in that monograph we camie to the
conclusion that some of the aged are not able t d provide for themselves all of the
medical care they need. The causative factors are many and sometimes complex,
but the net result is that a segment of the aged population does not have enough
purchasing power to protect itself against heavy medical costs.
I want to make the point now that the problem of the aged Is not the unavailability of programs providing protection against the cost of health care. On the
contrary, Blue Cross and other segments of the voluntary system can and do
provide many of the aged with adequate protection. The problem is that some
of the aged, with limited income, cannot avail themselves of this protection.
It is pertinent to note that in 1961, 28 percent of the $5.35 billion spent for
medical care of the aged came from public sources while 72 percent came from
private sources. These figures do not encompass the private charitable contribution to care which is made through many community hospitals and by the
healing professions. Proposals to strengthen the Kerr-Mills Act and newly
proposed legislation should be evaluated with full cognizance of the fact that
the aged are only a relatively small, albeit important, percentage of our total
population. and that a majority of them have found substantial health security
through private initiative and the voluntary system.
Unfortunately, definitive Information is lacking on many aspects of the status
of the aged. This has led inevitably to speculation to support of various points
of view. For example, the true extent of multiple health coverage among the
aged is not known. Standards for evaluating the economic needs of aged
individuals, families headed by aged persons, o.r aged persons living as part of
a family have not been widely accepted, nor would one set of standards apply
throughout the country. Many of our data are presented as averages, whereas
the true problem may lie in distribution. There are, for example, proportionately
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greater disparities of Income among the aged than among the remaining
lPopulation.
Remember, too, that in scrtitinizing the aged as a population segment, we are
not dealing with a fixed, cohesive, constant element. This portion of our people
is in constant flux. Daily It grows larger, although at a decelerated rate; its
economic characteristics change; even its geographic distribution is unstable.
We see references indicating that spending units with aged heads tend to have
less medical debt than younger aged units. Hospital administrators generally
(1o not complain of a disproportionate problem with the aged with regard to bad
debts. There is little hard evidence, one way or the other, as to a significant
unmet need for hospital care in any age group within the population, let alone
the aged. These needs appear to cluster around segments of the population
that are disadvantaged as to other necessities of life, such as adequate food,
shelter, and clothing, rather than around any single age, group of the total
population. Our conclusions must be drawn to some extent on broad economic
comparisons of the aged relative to younger age groups (for example, the percentage with prepayment or insurance, the relative percentage who own their
homes, etc.), on varying personal experiences, and on empirical observation-all
within a rapidly changing cross section of aged problems.
Many of us who have attempted to focus on the financing capabilities of the
aged are persuaded that their unique status calls for public action in the sphere
of personal health care. We should not pretend, however, that our Information
is precise enough to produce consensus on all key points. Any suggestion, on
the other hand, that basic decisions should await more specific studies is apt
to be tabbed as a delaying tactic in an attempt to preserve the status quo at all
costs, or as a way of deliberately looking for problems. As one who believes
that public policy should have as strong a factual base as time and emergencies
permit, I hope that continued attempts will be made, this year and in the years
that follow, to define the issues more sharply, as a support for a solid consensus
as to public policy on the financing of health care of the aged.
CAN

THE VOLUNTARY

SYSTEM

SOLVE ALL OF THE PROBLEMS?

Assuming that a number of aged persons lack adequate health care protection
in the form of prepayment, insurance, or from current Government programs,
the question arises as to whether, given a reasonable period of time, the voluntary
system could meet the challenge with its present resources. The Blue Cross
plans addressed themselves to this issue in 1962. Their conclusion was then
and still is that external aid is needed.
One current source of aid to the needy aged, and to other indigent persons as
well, is the hospital itself. Many hospitals accept the responsibility of providing
care for needy aged citizens, without prior reference to the likelihood of payuuent to cover the cost of care. The modern hospital, however, has regular
payrolls to meet, and cannot count on vohmteer and underpaid help to take up
all of the slack for all disadvantaged groups. Inadequate income from disadvantaged groups often must be recaptured through higher charges to all age
groups. The public is already becoming vocal about the costs of personal health
care, which raises fundamental questions as to the practicality and equity of
continuing to rely too heavily on ,his kind of subsidy.
Fund drives and other forms of philanthropy have been relied on In the past
and are still important. Experience in recent years, with hospital costs rising
at a higher and faster rate than personal Income, suggests that this source will
be needed to an even greater extent to help meet the capital costs of plant
modernization and replacement as well as the costs of research and development.
It is possible for voluntary carriers to subsidize the aged through broad risk
sharing. Blue Cross pioneered this concept by setting the same rate for everyone in the community. Thus, the better risks helped defray the cost of protecting the poorer risks. Unfortunately, many competitors of Blue Cross have
offered lower than community rates to selective risk groups, and the removal of
the leavening influence of these groups has put limits on the extent to which
community plans can meet a community problem. Some persons seemingly are
anxious to depreciate the current effectiveness of Blue Cross in minimizing costs
to the aged. They overlook two essential facts: (1) Experience rating as well as
community rating can and does make provisions for a community factor which
is composited and used to help the nongroup aged as well as other needy citizens,
and (2) approximately 42 percent of aged enrollees (as has been mentioned)
36-453-64-23
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are group enrollees who benefit greatly from the more favorable experience of
younger group members (the percentage in this category is growing). The
essential point to be made is that whereas the subsidy of the aged by other
enrollees is significant, it cannot be extended without extraordinary resources
to those who are well below the ability to enroll initially or to maintain belowcost payments.
Every choice mentioned earlier essentially boils down to deriving money
from one part of the population to assist another-in this case, the aged. The
other substantial way of doing this has been and is through taxation.
It is worth repeating here that the fundamental problem we are considering
is a lack of sufficient purchasing power in the hands of the aged. The inability
of the voluntary system to produce a financial subsidy suffiient to assist all aged
adequately is often irrelevantly generalized to imply a universal weakness in the
system, including its capacity to produce top quality care and adequate benefits.
The voluntary hospitals and voluntary health prepayment plans have clearly
demonstrated their -performance capabilities in hospital services, high-quality
patient care, and sound prepayment. Given the means to support the disadvantaged population, the voluntary system can and is willing to face the challenges
in providing the best of care to the aged.
IMPORTANT PUBLIC POLICY ISSUES

In the design of any program giving Government support to the voluntary
agencies several important policy decisions must be made. A few are identified
here, reflecting Blue Cross experience. It is hoped that they will be useful
reference points for the Congress in judging various proposals.
The basis for these decisions should be a sound medical-public health program, one that places scarce resources in their most effective array for the wellbeing of the aged. Reference is made to "scarce resources" because of the fact
that, although services available to the aged should be expanded, the degrees of
expansion cannot be unlimited. As for all age groups, a balance must be struck
between ultimate need and conflicting demands from other segments of our
economy.
Several methods of conserving Government resources are possible without
jeopardizing total purchasing power. These, in fact, might well stimulate it.
For instance, there is widespread support within the voluntary system for
the adoption of a requirement which would result in Government assistance
being related on a sliding scale to the income or spendable assets of the aged.
Those below a certain level might receive full Government support, those in the
next higher bracket less, etc. Such a simple device has several advantages and
is worthy of serious consideration.
While many of the aged are destitute and ill, most are neither, and the
latter do not regard themselves as needing help. This is attested to by the
million of senior citizens who are self-sufficient and who have prepared protection against the most feared health hazards. The hard core of the problem
seems to involve the very old, particularly women who are chronically in poor
health and who are no longer engaged in, or with the prospect of, employment to
supplement their meager incomes. By relating the degree of assistance to an
uncomplicated determination of the adequacy of each aged person's income (not
to include assets or income of relatives or children), the thrust of the program's health service subsidies could be at the points of greatest need, thus
allowing a broader and more comprehensive range of services to be covered
(medical and drugs, for example, as well as institutional) with a given amount
of money while preserving maximum effectiveness of private purchasing power
and reducing pressure on the doctor to use highly expensive inpatient hospital
services. A determination of eligibility based on income need be no greater
invasion of privacy than personal income tax filing.
The difficulty of a program providing the same benefits for all in a category,
such as for the aged, is that it can expand only, it cannot contract. It has been
calculated that an adequate benefit for the aged consisting of 120 inpatient hospital days, outpatient hospital services, skilled nursing home and home care on
a 2-for-1 hospital substitute basis, medicine and surgery in hospital, as well as
partial protection for home and office care and prescribed drugs, would cost
about $250 a person per year even at today's costs. The total annual cost for
17.9 million aged would be approximately $4.5 billion. Such a program of
benefits, however modest at its inception, would grow in this direction on a
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current cost basis and would put a heavy burden on payrolls without regard to
growing income and other needs of retirees.
On the contrary, a program of benefits based on some reference to economic
status of the aged can expand or contract as the status of the aged changes. Its
cost, although large, can, in reflection of the economic well-being of the country
and the performance of the voluntary system, stop appreciably short of the abovecited current cost and, once established with enthusiastic Federal support, can
act as a stimulus for many sources of money (Federal, State, employer-employee
pension programs, direct purchases of voluntary insurance and philanthropy)
all of which will be needed to do a sound and progressive job. There should be
no illusion about the cost or the need for cooperative effort being less.
Another way of conserving resources would be to describe benefits in the law
only in general terms, with the promise that benefits would be consistent with
the funds available from time to time and would, to the fullest possible extent,
include such items as physican services, inpatient care in a general hospital, care
in rehabilitation facilities, care in skilled nursing facilities, outpatent hospital
diagnostic and treatment services, home health services, drugs, and biologicals.
Some encouraging provision should also be made for experimentation and
demonstration.
Such an approach would permit replacement of one type of benefit with
another, as the desirability of such changes was indicated by advances in the
theory and practice of medicine over the years, without need for changing the
law. It would also accommodate changes desired by the public and changes in
benefit patterns recommended by professional consensus.
Eligibility could be related to actual retirement rather than to an arbitrary
age, especially since there is a distinclination on the part of some healthy and
capable individuals to accept retirement at 65. This would help conserve Government purchasing power.
Also, deductibles, copay features, and indemnities on the benefits could be employed in liberal amounts in an effort to discourage utilization and reduce Government expenditures, but these return an arbitrary portion of the financial
burden to the patient. The dilemma is that if the provisions are large enough to
reduce utilization they may lead to underuse, which in itself is undesirable from
the standpoint of the patient as well as the provider of financial help. Among the
aged in particular, underuse of needed high-cost health services at a given point
in time can have serious long-range consequences. Further, the collection of
small copay amounts is an expensive job for the providers of care.
Beyond the points dealing with conservation of Government resources, further
points deserve comment.
The supply of certain facilities, such as skilled nursing homes and home care
programs, and certain professional specialties, Is short and uneven across the
country. Increased purchasing power can have a favorable influence on both
the total supply of facilities and services, its distribution, and the quality levels
maintained. Improperly paced, it could result in substandard care on the one
hand, or severe shortages on the other. The Congress should be consciously aware
of the impact that any program will have on a reasonable and orderly growth of
health resources. All proposals should be subjected to professional appraisal to
avoid doing damage to tbe health apparatus that services the country as a whole.
The temptation to lower standards in the name of wider availability of whatever
services happen to exist should be especially avoided.
The design and administration of health benefits involving such functions as
ratemaking, underwriting, financial audits, development and evaluation of new
benefits, claims processing, professional relations, and implementation of controls over utilization is a complex task requiring experienced personnel and seasoned skills. Duplication of the skills and machinery currently available should
be avoided by the Government as a matter of policy. This infers that fullest use
should be made of the resources of the voluntary system, not only for the sake of
effectiveness and economy but also to avoid heightening the manpower problem
in regard to skills already in short supply.
The Kerr-Mills Act, for example, recognized advantages in having an intermediary agency between the source of funds and the providers of care. In a
direct Government-to-hospital relationship, there is inherent a temptation for
Government to exert remote control over professional practices, regardless of local
conditions. On the other hand, there is a known hypersensitivity Lto control,
governmental or otherwise, on the part of the independent individuals who constitute the medical field.
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Currently Blue Cross Is administering benefits for needy citizens in eight States
and involved in planning in several others. Programs include OAA and MAA and
to a lesser extent GPA, aid to dependent children, aid to disabled, and aid to
needy blind.
THE COST OF HEALTH BENEFITS
As has been stated, health benefits for the aged covering major segments of all
elements of the health dollar excepting dental services would cost approximately
$250 per person per year or approximately $21 a month, excluding administrative
overhead. Similarly, it would cost approximately $4.50 a month to qualify for 5
days of inpatient hospital care and approximately $9.50 and $10.50 to qualify for
30 days and 120 days respectively, without any reference to diagnostic, nursing
home, medical and surgical, office, and other allied services. If talking of meeting the needs of the aged, the Government should face squarely these facts and
keep in mind that the costs cannot be depressed significantly without jeopardy to
quality of care. Some of the literature describing the performance of the voluntary system leaves the beguiling impression that if someone else were to do the
job it would cost appreciably less. There is room for further measure and
modification of utilization. A great deal of energy Is being devoted to this, but
we should not pretend that somehow or another the costs will turn sharply downward. Hospital and medical care is expensive here and abroad-so expensive
that its cost must be weighed carefully against other population needs. Many
State and local governments currently paying considerably less than hospital
costs can testify eloquently to the problem involved.
A recent social security bulletin, citing data drawn from a nationwide sample,
showed that 11 percent of aged couples ald 7 percent of aged Individuals had
medical bills in excess of $1,000 in 1962. On the other hand, 25 percent of the
couples and 50 percent of the individuals surveyed had medical bills of less
than $100. One in four were hospitalized among aged couples and one In seven
among aged Individuals. When a hospital stay was involved one-half of the
couples mid two-fifths of the individuals had medical costs exceeding $1,000.
The mean total costs were $1,220 for couples (of which $588 were hospital and
$632 other than hospital expenses) and $1,038 for individuals (of which $743
were hospital and $295 other than hospital expenses). These figures would be
higher if the value of free services received by the aged from doctors and
institutions were added.
These and other data show that medical costs fall unevenly among the aged,
as they do for all age groups of the population. Some exeprience few, others
incur considerable costs. Also, it can be seen that whereas the hospital is a
major cost element, hospitalization is apt to occasion a significant number of
other medical expenses (doctor, drug, etc.) requiring payment.
Essential choices to be made are to what extent to increase purchasing power
of the aged through cash benefits or through health benefits and whether to buy
all aged a narrow range of benefits or some aged a broad range of benefits. The
amount devoted to health benefits Is necessarily in conflict with amounts paid
in cash benefits. The economic fact of life is that under anything like current
Federal Government planning a full set of benefits cannot be written for the
particularly disadvantaged and for all other aged as well.
CONCLUSION
Blue Cross shares the Government's concern with the well-being of the aged
and other citizens. Based on our studies of the financing of health care of the
aged, we believe that some are in a disadvantaged position and require Government help in the financing of personal health services.
The core of the problem from a public policy point of view is that some of
the aged lack purchasing power. The essential job for Government is to put
this purchasing power in their hands. The essential decision Is how.
In this statement we have outlined some criteria and Identified some public
policy issues which the Congress might find useful in evaluating any bill. In
each instance we have sought to keep in mind the impact each element might
have on the continued and orderly growth of the much larger system of service
and care for the total population, of which financing health care of the aged
is only a part. This system has worked well. The aged should be cause to
strengthen it, not distort it. They should not be isolated from it as objects
of charity either in terms of who administers their benefits or the identification
card they carry.
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The CHAMIRANv. Thank you ve Ty much, Mr. McNerney.
Any questions?
Senator DOUGLAS. WVe1l, Mr. McNerney, I found your statement very
interesting, and very suggestive.

It reminds me, however, of a comment which was once made by
an American novelist that he led the public up to the bedroom door
and then slammed it in their face, and it was a novel at the turn of
the century by Frank R. Stockton called "The Lady and the Tiger"'

which raised this question directly.
Now, you said you would be glad to supply fourther information at
our request. I would like to ask you where you stand on KingAnderson?
Mr. MCNERNEY. Well, when asked this question before the House
Ways and Means Committee I answered then and I would like to
answer now that to the extent that King-Anderson admits that there
are aged now who lack purchasing power to avail themselves of adequate benefits and sets forth a program to meet that need we support
its objectives.
Senator DOUGLAS. That is what it does.
Mr. McNRNEY. We feel that the method that is involved can be
inilroved on.
Senator DouGoAs. In what ways?
Mr. M CNERNEY. We feel the main weaknesses of the bill are these.

That the benefits contained in it cannot be produced for the increased
tax that has been suggested.
Senator DoUGLAs. Are you drawing upon the report of the health
insurance association?
Mr. McNFRNEY. No, I am drawing upon the feeling of our own
actuaries based upon experience with over 5.3 million aged.
Senator DouGLAs. Do you not use as your basis the average hospital costs per patient per day?
Mr.

MCNERNEY.

Our difference on rates that would have to be

charged for the benefits under that bill arises out of a different estimate of the degree to which per diem costs will rise in the future.
Senator DOUGLAS. It is not on differences in costs in the present?
Mr. McNERNEY. No, these are well documented, but our ext ,apolation of these costs differs. Our estimate of utilization of some of the
facilities such as nursing homes and other facilities allied with the hospital also differs.
The result is in good conscience we feel that this is a problem.
Senator DOUGLAS. Did you take into consideration the fact that
average earnings will also rise, and that as average earnings rise total contributions rise? And, therefore, that this is an offsetting factor for the possible tendency for costs to increase?
Mr.-fCNERNEY.

We had available to us these data.

Senator DOUGLAS. In the past this has balanced as far as the ordinary social security system is concerned. This use in average earnings hs balanced the increase in benefits. So the reserve fund has
not beei 'appreciably depleted.
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Now, if you extrapolate one figure you have to extrapolate the other.
If you extrapolate the increase in hospital costs you must also extrapolate the increase in earnings which results in increased contributions.
Mr. McNERNEY. I understand, and with this in mind we still feel the
way we do.
Senator DOUGLAS. Have you submitted actuarial estimates as to
that
Mr. McCNERNEY. We have met with representatives of the social security department and made clear to them how we feel and on the
basisSenator DOUGLAS. Has this testimony been made public at all?
Is it in the House hearings?

Mr. MCNFRNEY. We did not go into detail in the hearings, although I made roughly the same remarks I am making now.
Senator DOUGLAS. Would you submit for the record in the next
day or so the figures upon which you based your estimates?
Mr. McNERNEY. We would be glad to do it.
Senator DOUGLAS. In the next day.
Mr. McNERNE.Y. Whether I can do it in the next day I don't know.
Senator DOUGLAS. This is a very important question and I don't

think we can change our attitude on this, at least some of us cannot
change our attitude, unless there is information, unless there are very
definite statistics on this point. The weakness in this argument of
increasing costs has always been that you take the projected increase
in benefits but do not take into account the projected increase in earnings which at the same rate of contributions, and at the same time
coverage will swell contributions.
Mr. McNERNE.Y. I will make every effort to submit this as soon as
I can.
(The information referred to follows:)
In evaluating the cost of King-Anderson, we have made no attempt to project
on a long-range basis such as was done by actuarial study 57 of the Social
Security Administration. Any attempt to accurately predict income and expense
through the year 2000 is not feasible. We are, therefore, confining ours to taking
a look at what this may cost over the next few years.
First, there are three alternate programs proposed by the King-Anderson bill.
A 90-day semiprivate care benefit period, and a deductible of $10 per day for
9 days, with a minimum deductible of $20; or there can be a 45-day maximum
with no deductible; or a 180-day maximum with a deductible of 2
times the
average daily hospital cost. The bill assumes that these three programs would
be approximately equal in cost, which is not true.
The 45-day maximum program would be by far the most expensive, while the
other two options would be fairly close together at the start, but with the flat
deductible related to per dtem cost becoming more and more the less costly.
There are three primary areas of difference we have with the rating done in
actuarial study 57. These are (1) in the basic assumption of days used per
person per year, (2) the trend factor used to develop cost per day, and (3) in the
elements of cost that would constitute reimbursement to hospitals.
Since practically all of the cost estimates that are provided in study 57, and
which have been done by others, are conjecture, there Is no firm answer as to
what the program will cost. We believe, through work (lone using Blue Cross
data and other information available, that the estimated costs are between 25
and 40 percent understated for the first year, and that there may be a continually rising degree of understatement during the next few years.
In 19W2 a group of Blue Cross actuaries developed 3.2 days per person for an
insured program, and we now believe that this could easily be increased to
approximately 3.45 days based upon more recent data. Actuarial study 57
uses 2.68 days per person as a base for the early years, and this is from 20 to 30
percent below what it should be.
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As to the cost of skilled nursing home benefits and home nursing care, we
can do no more than anyone else and that is to guess what the cost of this
would be. Because of limited facilities at the start, nursing home care may be
relatively inexpensive but as time goes on its cost could be a substantial portion
of the total program. Further, it is plain conjecture to state that the availability of this benefit will have any appreciable effect on the utilization of hospital
care.
We find difficulty in reconciling the approach of using a social-basis of
financing to pay for an item such as hospital care, the cost of which is not
related to the financing mechanism. Study 57 on pages 29 and 30 admits to this
problem and to the unknowns involved in hospital care. The assumption cannot
be made that benefit costs relative to payroll will not be affected by rising
trends. Hospital costs are rising more rapidly than taxable earnings, and this
will require a constantly increasing tax rate for financing the program and/or
benefit reductions to keep the program solvent.

Senator DouoLAs. May I ask one or two other questions?
MNr. MCNEIRNEY. If I may, I would like to, with your permissionSenator DOUGLAS. Surely.
Mr. McNERNEY. Mr. Chairman, also, I would like to not suggest
that this is my only sense of qualification with the King-Anderson
bill. I think this is'largely a technical point which we should be able
to resolve through a meeting of people with actuarial experience.
I should go on for just 1 second and add that we have other reservations, too, I could state them very briefly if you would like.
Senator DOUGLAS. Yes.
Mr. MCNnNEY. Narnel ., there is in this country at the moment a

paucity of good nursing h6m,2e beds, a very sparse and thin distribution of home care programs and to create purchasing power overnight
for 180 days of one and 241) dv -s of the other is going to, I am afraid,
suggest to" the population Lhat there is some response available that
is in fact impossible.
These failities are not currently available, and could not in any
degree of quality respond to that need.
Senator DOUGLAS. May I deal with that?
Mr. MCNERNEY. Yes.

Senator DOUGLAS. I think it is a general law of life that supply
follows demand. Create the demand for these services and you get an
expansion of supply; create the demand in the form of purchasing
power for nursing home care and for home health care, you would then
get your supply of nursing homes which can be rather quickly constructed. Under the housing bill we have made provision for low-cost
credit for nursing homes, and under the various training programs
we are training large numbers of practical nurses.
Practical nurses seem to be one of the expanding professions. In
the coal mining areas of my State of Illinois, which have suffered very
severe blows, we are training a large number of young women to be
nirses aids. We all know from experience in the war that you can
train a corpsman in the course of 2 or 3 months, and working under
the direction of a registered nurse or a doctor, this relatively semiskilled person could do very good work.
Mr. McNETNEY. I think that you and I would agree that the main
problem here is manpower rather than buildings. I think that certain
groups in our population would respond with alacrity to constructing
the buildings to provide this care. Some of the auspices we wouldn't
each like.
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The real problem comes in the supply of doctors and skilled nurses
and ancillary help such as occupational therapists, physical therapists,
recreational therapists, physiatrics. I concur with you that supply
follows demand. But the supply of these skills has been particlilarly-as you know, the Government has a policy on this-resistant
over the past several years.
My concern is that you can't train a doctor in one or two or threeSenator DOUGLAS. I am not speaking of doctors. I am speaking of
practical
nurses.
Mlr. INcNERNEY.
Well, the problem with a lot of skilled nursing care
today is that it involves only that. This is what leaves people in bed,
l)revents what Senator JaNvits so well stated, them getting them on
their feet with a sense of full programing in physiatric he p.
I think what we want if we are to establish a. public policy is to introduce a sense of quality and thrust into this area rather than creating
a series of doluiciliary institutions.
Senator DouoLAts.'May I say this, I have spent a good deal of time
in naval hospitals after the war. I spent abont 14 months, and received very fine attention and seldom saw a doctor-except when I
was operated on. Indeed I seldom saw a trained nur3e or registered
nurse.I Work was in the main carried on by corpsmen or by practical
nrses, back here at home.
I became convinced that there has been overprofessionalization, so
to speak.
Mr. McNERNEY. Yes; this is always a potential problem. I think
the only thing I would say to that is that. where teams of qualified
people have gone into nursing homes and evaluated the patients under
our current system, several of the efforts have demonstrated that
approximately a third of these people could be rehabilitated to the
extent of going home.
Approximately a third of them could be made ambulatory who were
1)edri(len and the others were more or less intractable.
With that potential of returning citizens to a taxpaying status or
with their family or making people ambulatory who a're vegetating,
we should have a sense of standard, a sense of pace in spending large
amounts of money, andtall I am calling for here is a realistic appraisal
so that we don't get a large group of people demanding this care and
not.being able to find it.
Senator DOUGLAS. I would simply say that during the war we
hastily created verT good medical services. I see no reason why this
could not be done in peacetime for the 18 million aged, if we really
set about. to do it..
Mr. McNEINEFY. If I could make one more remark regarding KingAnderson, I think probal)]y the main problem that many of us have
is that that focuses on the institution, excludes the doctor in the home
and in the office. It is light on ambulatory ser-ices.
'his is the inevitable result of giving everybody something. If the
sane resources were taken to give, a balanced medical public health
program to an identifiable few, you would at the same time put the
doctor in a position of using a wider variety of facilities in regard
to the patient, and keep, a large amount of l)rivate purchasing Power
that now exists in these areas.
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Senator DOUGrL,AS. Are you advocating al return of the Forand bill
which provided not only for hospital and nursing care but for doctor
services?
Mr. M'cNErNrY. No, I am suggesting that it would be possible for
the Goveriinent to spend its money in reference to scaled income,
which would do away with the many bad features of the means test
which I don't support.
Senator DoULAS. You mean graduated charges?
Mr. McNEitNEY. Right.
The Government would hel l) an individual more or less depending
upon what category of income he fell. If someone were below the
figure $1,500 the Government supl)ort to him might be 100 percent
a 11d correspondingly downward.
There would be declared possibly on a yearly basis, on a short form,
and would be a way of giving relative to a patient's medical needs
assistance while keeping a lot of private purchasing power.
Senator DOUGLAS. This is very interesting.
What you are proposing is a governmental subvention to meet the
costs of treating the poor but no control over the charges made to
the well-to-do.
Mr. MoNERNEY. Well, I don't-the charges to the well-to-do are
going to persist under any system I have heard discussed today.
Senator DOUGLAS. These could be in the form of extra services,
whether private rooms and so forth, which would not be provided
under King-Anderson.
Mr. McNERNY. Well, under King-Anderson
Senator DoUGLAs. And, of course, under King-Anderson medical
and surgical services are not provided.
fr. MoNERNEY. Surgery is not provided under King-Anderson.
There are deductibles regarding the hospital itself.
I feel that under any system you are left with charges outside the
sup port the Government gives. 'Those would be my general remarks
oil tis.
Senator DouGLAs. I don't want to prolong the questions and shut
off my colleagues but I would like to ask you, What is the average
monthly premium for persons over the age of 65 under Bile Cross?
Mr. McNERN.Y. The average monthly premium I can't tell you
but I will supply you with that information.
Senator DOUGLAS. What is your guess?
This is a very vital factor.
Mr. McNERNEY. Well, here is my difficulty; namely, that some
people over 65 who have Blue Cross are part of a. retired group, a
large industry. They pay the same rates as all members of that working force pay, retired or not.
Some members of Blue Cross are group conversions. They formerly
worked and they are now on individual pay.
So'me came in through open enrollments, some came in through
seiior citizens. The rates vary depending upon what category they
are inl,even for the same benefits.
Senator DouGrLAs. Let's take New York, which is probably the most
expensive State.
Under the recent increase in rates of Blue Cross which, as I understand it, has been approved by the New York State -tuthorities, what
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is the average Blue Cross rate per person over the age of 65 on a
monthly basis?
I believe there has been an increase of 31 percent in New York.
Mr. McNERNrEY. There have been increases. I can't recite the State
figures. I would feel more comfortable if I could submit these figures
to you so they could be accurate.
Senator DOUGLAS. Can your assistant supply this?
Mr. TOLLEFSON. No Senator. We will provide it for the record.
Senator )OUGLAS. What would be the average rate in a State west
of the Mississippi where the costs are probably lowest-States such
as Kansas, for example, or Nebraska.
Mr. McNRNF Y. That varies so much with the program that they
are getting, the status that they are in, that I would have no average.
Senator DoUGLAS. Mr. MIcNerney, I thought you would have these
at,the tip of your fingers, so to speak.
May I. ask what is the average protection in number of days of
hospital costs which are met by Blue Cross?
I Mr. McNERNEY. I would say this, that the bulk of our programs
would be, I would say, 70 days or more.
Senator DoUGLAs. 70 days.
Is there any limit on the amount to be paid per day?
Mr. McNEMNEY. Several of our plans are on a service basis, meaning that they pay the whole bill in this instance. Some of our plans
hav e an indemnity on the room, that is just for the room charge they
will pay up to a limit, they will pay all of the extra.
In some of our contracts there are deductible co-pay provisions.
I would say that roughly half of our plans are free of the deductible
co-pay indemnity provision.
Senator DOUOLAS. Is there a maximum on the amount perMr. McNERNFvY. Only expressed as a number of days.
Senator DouGLAS. No maximum per day?
Mr. McNERNEY. No.

Senator DouoiAs. In this you differ from the private insurance
plans.
M r. MCNERNEY. Yes.

And as a result we pay some very large bills.
Senator Douor.As. You have no maximum such as $10 per. day?
Mr. McNErNEY. On some of our contracts there is a maximum on
the room only but the other services which are likely to be considerable
are fully paid in all of our plans.
We will be glad to submit these average figures.
(The information requested follows:)
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Blue Cro8s family rate by State and category
G-Group plan.
NG-Nongroup plan.
SC-Senior citizen plan.
Monthly family
rates, 1964
Plan
Alabama:
$9.30
G -------------------- 9.50
NG ------------------9.50
SO ------------------Arizona:
13.04
G -------------------15.26
NG ------------------15.00
SO No. I -------------25.05
SO No. 2-------------Arkansas:
5.75
G -------------------7.40
NG ------------------10.30
SC No. 1
17.90
SC No. 2-------------California:
. Los Angeles:
G ---------------12.67
13.65
NG --------------31.60
SC No. 1 ---------8.75
SC No. 2---------Oakland:
10.75
G --------------12.09
NG --------------23.00
SC No. 1 ---------- 31.60
SC No. 2 ---------Colorado:
13.20
G -------------------15.00
NG ------------------9.50
SC No. 1 -------------8. 05
SC No. 2-------------Connecticut:
8.70
G ------------------9.22
NG ------------------Delaware:
7.96
G --------------------10.31
NG -------------------11.04
'SC No. 1 -------------18. 55
SO No. 2------------District of Columbia:
9.80
G -------------------10.20
NG -------------------24.00
SC ------------------Florida:
9.90
G -------------------5.50
NG -----------------24.00
SO No. 1 -------------17.00
SC No. 2------------Georgia:
Atlanta:
9.82
O ---------------10.94
NG -------------18.90
SC --------------Columbus:
5.25- 8.05
G --------------NG -------------- 6.90-17. 05
14.70
SC --------------Savannah:
9.50
G ---------------11.20
NG ------------ -10.20
SO ---------------

Monthly family
rates, 196o.

Plan

Idaho:
G -------------------NG -----------------SO No. I ------------SO No. 2 --------------.
Illinois:
G --------------NG -----------------.SC -------------------Indiana:
G -------------------NG------------------SO... -- -- -15.75
Iowa :.
Des
G - - - - - - - -9.65
:" Moines:

NG --------------

10.80
12.50
22.90
15.20
16.92
17.84
- 9.65
13.00
11.56

10.40
5.70
SCNo. 1---------.
15.85
SO No. 2 --------Sioux City:
5.75
5-------------G
.10.10
NG --------------j,.,
SCNo.
"'5.05
'15.85
SCNo. 2---------Kansas:
9.90
G
-.
- -- - -- -- 14.00
S".NO
17.50
SC --------------Kentucky:
G ------------------6.00
6.68
NG
15.50
SO -------------------Louisiana:
Baton Rouge:
7.15
G --------------12.17
NG
11.58
SO No. 1---------12. 17
SO No. 2 --------New Orleans:
8.25
G --------------10.00
NG
SO --------------20.00
Maine:
7.85-12.85
G------------------8.15-13.95
NG ----------------Maryland:
10.10
G------------------10.70
NG -----------------10.90
SO No. 1 -------------7.90
SC No. 2-------------Massachusetts:
G------------------9.92-11.36
9.20
NG ----------Michigan:
16.91
G ------------------19. 45
NG
6.45
SC -------------------Minnesota:
21.15
FG ....
19.80
NG ----------S

,
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Blue Oross family rate8 by State and category-Continued
Monthly family
Monthly faintly
rate, 1964
Plan
rate, 1964
Plan
New York-Continued
Minnesota-Continued
Syracuse:
8.00
SONo. I ------------10.90
G --------------12.50
SC No. 2-------------- 11.80
NG -------------Mississippi:
6.60
SO--------------9.21-9.86
G ------------------Utica:
10.90
NG ......
8.20
G---------------10.00
SC No. 1 -------------9.60
NG --------------12.20
S0 No. 2------------10.66
SC--------------Missouri:
Watertown:
Kansas City:
11.60
G ---------------12.05
G -------------------12.50
NO --------------11.05
NG -----------------9.60
SC No. 1 --------18.55
SO------------------8.60
SC No. 2 --------St. Louis:
8.50 North Carolina:
G --------------------Chapel Hill:
8.35
NG ------------------6.60
G ---------------19.70
SC------------------9.55
NG
Montana:
6.50
SO No. 1 .......
13.51
G -----------------------15.80
SO No. 2 --------15.64
NG ----------------------10.90
SO No. 3--------29.60
SO No. 1----------------Durham:
19.40
SC No. 2 ----------------8.58
G ----------------Nebraska:
6.50
NG --------------7.45
G-----------------------6.50
SO No. 1 --------6.05
NG
------------........
15.80
SC No. 2
4.70
SO No. 1-----------------SC
No.
3
-------10.90
7.90
SC No. 2------------------------------ 6.40 North Dakota:
SC No. 3 ....
13.20
G--------------------Hampshire:
New
16. 15
NG ------------------8.75
G -----------------------21.20
11.65
SC No. 1 -------------NG ---------------------15. 60
SC No. 2-------------New Jersey:
10.29 Ohio:
G----------------------11.22
Canton:
NG ---------------------12.20
G ----------------19.00
SC No. I ----------------11.90
NG -------------14.48
SC No. 2----------------11.50
SC --------------New Mexico:
Cincinnati:
14.95
G----------------------11.10
G ---------------15.05
NG ---------------------10.90
NG-------------22. 50
SC No. 1 ----------------Cleveland:
21.80
SC No. 2 ----------------New York:
G -------------- 11.90-14.90
Albany:
16. 10-20. 10
NG ------------15.40
G -------------------7.95- 9. 95
SC -------------19.60
NG -----------------Columbus:
9.66
SC No. 1-------------8.10- 8. 20
G --------------8.00
SC No. 2-------------7.25
NG --------------Buffalo:
5.00
SC --------------10.15
O-------------------Lima:
12.10
NO-------------------6.50
G --------------20.85
SO No. 1 -------------7.50
NG --------------18.40
SO No. 2-------------Jamestown:
5.50
SC No. 1 --------S---------------------7.98
14. 00
SC No. 2 --------11.64
NG ------------------Toledo:
New York:
11.40
a ---------------8.72
O--------------------10.30
NO --------------10.35
NG ------------------7.00
SO--------------10.80
SO ------------------Youngstown:
Rochester:
13.55
G ---------------10.48
G -------------------20.75
NG --------------18.50
NG -----------------20.00
So ---------------SO -------------------- 11.00
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Blue Cross family rates by State and category--Continued
Plan

Monthly family
rates, 1964

Oklahoma:
NGSC ....
Oregon:
NOSO No. 1
SC No. 2Pennsylvania:
Allentown:
0
NGSO No. 1 --------SO No. 2-------Harrisburg:
NG
SO No. 1 --------SO No. 2 --------Philadelphia:
G
N G ------------SC No. I ------SC No. 2 ........
Pittsburgh:
G.
NOSO No. I ------SO No. 2 -------Wilkes-Barre:
NGSO No. 1 ------50 No. 2--------Rhode Island:
G -----------------NG ---------------South Carolina:
G ----------------NG ---------------SC No. 1----------SO No. 2----------Tennessee:
Chattanooga:
G
NG.............
SO ------------Memphis:
NGSo------------

7.80
5.20
6.80
7.75
13.90
22. 90
15.70

Plan
Texas:
0
NO--_
SC No. 1 -----------SC No. 2
Utah:

NG_
SC No. 1 ------------SC No. 2
Virginia:
Lynchburg:
9.45
9.95
11.14
N G -------------17. 54
SO -------------Richmond:
9.80
NG
11.10
SC ------------7.00
Roanoke:
21.50
G
NG_
13.35
SC ------------12.50
Washington:
13.34
G
20. 84
NO - - - - -- SO No. I -------12. 15
SO No. 2 .......
12. 95 West Virginia:
24. 80
Bluefield:
16.70
NO
SO ------------9. 50
Oharleston:
12.60
G19. 20
NG ..............
10. 70
Parkersburg:
G
8.30
NG -------------7.15
SO No. 1 ...
SC No. 2
7.85
Wheeling:
10. 00
NO
22.10
SC_
17.10
Wisconsin:
G N.................

NO - - - - - - - - 7.20
SO No. 1
10. 00
SO No. 225.00 Wyoming:
G ---------10. 10
NG ................
13.05
SO No. 1 ------------25.00
SO No. 2-----------

)nthly family
rates, 1964

7.70
9.43
8.75
11. 95
10.22
19. 80
14. 30
7. 10
6. 85
6.50
9. 40
7.50
8.44
8.30
9.05
10.50
8.75
9.50
8.50
27. 50
9.20
10.00
23. 60
9.10
8.40
8.30
10.35
21.20
19. 70
10. 80
12. 85
23.30
14. 55
15.00
24.00
30. 00
4.85
10.90
7. 50
16.50

Senator DOUGLAS. That is all, Mr. Chairman.
The CHAIRMAN. Thank you very much.
Mr. MCNERNEY. Thank you, su'.
The CHAIMAN. The next witness is Dr. J. Buroughs Stokes, of the
Christian Science Committee on Publications.
Mr. Stokes, take a seat, sir.
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STATEMENT OF DR. 3. BUROUGHS STOKES, MANAGER, WASHINGTON, D.C., OFFICE, CHRISTIAN SCIENCE COMMITTEE ON
PUBLICATION
Mr. STOKES. My name is J. Buroughs Stokes. I am manager of the
Washington, D.C., office, Christian Science Committee on Publication of the First Church of Christ, Scientist, in Boston, Mass. My
appearance before you has been authorized by the Christian Science
board of directors, the administrative head of the Christian Science
denomination.
We greatly appreciate the fact that the Senate Finance Committee,
in its hearing on the social security bill, decided also to consider the
important subject of health care for senior citizens. This is of vital
interest to all thinking people and the many problems involved must
be solved. These, however, are complex and it is conceivable that no
single solution exists. In fact, the various propositions which have
been offered, upon study, show that they are far from perfect; and, if
accepted, might even have a deleterious effect.
On the surface, the suggestion that the solution is to be found by
providing a compulsory program under social security appears promising. But here again experts have testified that this too is found wanting on several counts.
For example, testimony before the House Committee on Ways and
Means by a responsible organization stressed that the workers might
eventually be unwilling and unable to bear the cost of this proposal in
addition to the tax increase required for the present social security
benefits. Others have pointed out that the measure proposes a limited
program of compulsory national health insurance for the aged only
which would be expanded until it provides complete health services
and coverage for people of all ages under a system of national health.
If this were to result, we hesitate to think of the concomitant problems
such a system would introduce.
We believe that the compulsory social security approach of fixed
service benefits infers that, in the field of health care, an individual,
on reaching age 65, ceases to be a thinking, productive, and useful
member of society. This approach suggests that such an individual is
unable to plan for his future, make the proper selection of health services, or spend his money wisely. That this is not the case is borne out
by the number of brilliant, productive members of society all around
us who, despite being 65 years of age or older, are contributing so admirably to its advancement-the many members of Congress, lawyers,
physical scientists, educators, businessmen, farmers, laborers, and average workingmen. Why, without their mature thought, experience, and
ability, how can we, as a nation, go forward to help and bless mankind? We should not enact legislation which would tend to make or
imply that those 65 years or older are "has-beens." This, we know,
would be more harmful to the dignity, freedom, and health of man
than any single thing.
The great majority of citizens, by their own individual ability
and initiative, are already planning, meeting, and solving the problem
of adequate health care. They are doing this by means of private
savings, cooperative family action, or individual and group health
insurance plans, social service organizations, company and trade union
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health programs, retirement funds, and the like. We realize that,
despite all of this there is still an area in which the Government, both
State and Federal, can be helpful in providing aid for the aged whose
income and resources are insufficient to meet the cost of proper health
care.
It seems to us that the Kerr-Mills law (Public Law 86-778), properly implemented, provides an equitable means of aid for the needy
aged. Whereas Kerr-Mills may not be the perfect solution to the
problem, nevertheless, the Federal-State approach to it, with the
State deciding for itself the scope and extent of services, does have
more advantages than disadvantages. The system allows for local
initiative, future progress, and change, and the money to pay for the
services is provided from all sources of income rather than that of
merely the contributions of the self-employed, employer, and employee.
This seems to be just and equitable.
Proposals, such as the Hospital Insurance Act of 1963 (H.R. 3920),
frequently referred to as the King-Anderson bill, are designed to provide for the health care of all individuals 65 years and older who are
eligible primarily for old-age, survivors, and disability insurance and
railroad retirement benefits, and constitute a wide departure from the
normal practice under these plans which provides benefits solely on a
cash basis. Here, for the first time, if enacted benefits would be afforded which all contributors could not use and accept. Particularly
would this be true in the case of Christian Scientists who, because of
their religious teaching and faith, do not employ medical treatment
and care. Let me explain briefly. Christian Science relies solely on
spiritual means for healing, as did Christ Jesus. It respects sincerely
the unselfish efforts of doctors, surgeons, psychiatrists and others. It
respects the right of each individual to choose that mode of health care
which seems to him most efficacious and most nearly in accord with
God's will, but when confronted with sickness or disability, a Christian
Scientist turns to a Christian Science practitioner for help through
prayer instead of to a doctor; when in need of hospital care it is only
natural for a Christian Scientist to go to a Christian Science sanatorium rather than a medical hospital.
Healing by prayer as understood in Christian Science has now been
tested before the public for some 98 years. During this time a great
body of evidence as to its efficacy in healing every sort of disease has
been established. This care and treatment is known to be a safe, effective therapeutic system-so much so that Christian Science is practiced
freely and without legal restriction in every State in the Union.
Furthermore, today hundreds of insurance companies in the United
States recognize and pay for Christian Science treatment and care in
their group health insurance agreements and their various casualty and
accident lines. Also, the Aetna Life Insurance Co., in its uniform plan
for retired Federal employees, and in its Government-wide indemnity
benefit plan for active Federal employees which covers some 6 million
employees and their dependents, provides for Christian Science treatment and care. Again, when the Social Security Act was amended in
1960 by Public Law 86-778 (Kerr-Mills) to provide for medical aid for
the aged, it was worded so that Christian Science benefits could be included in any State program.
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In the area of health care for the aged, private insurance plans have
been, as you are aware, providing new types of programs such as State
65 and other geographical group plans like Cntinental Casualty's
Golden 65. These plans have a great deal of flexibility in providing the
types of health care elderly individuals want and need. Also to be
commended are the plans of the National Association of Retired Civil
Employees and the American Association of Retired Persons, et cetera.
Under all these private programs Christian Scientists are able to obtain
coverage of the type they desire and can utilize.
Throughout the years it has been stated that one of the great advantages of OASDI is that it correlates cash benefits with an individual's
contribution so that the contributor is given a sense of participation, of
self-respect and self-reliance. However, proposals such as H.R. 3920
provide ony for a set, inflexible system of services which the Federal
Government deems best. This seems to us to be depriving the individual of his right of free choice and of his dignity. This would make
it extremely difficult for an individual, such as a Christian Scientist,
who has religious and conscientious objections against providing himself with meically oriented hospital insurance.
To summarize, we are opposed to the compulsory aspects of any proposal which would require every citizen covered by old-age, survivors,
and disability insurance and the railroad retirement system during his
entire working experience to make regular contributions, without exception, toward medical hospital insurance. If your committee should
decide to so amend the present social security bill (IJ.R. 11865), we
ask that it consider the possibility of making coverage voluntary, providing for administration through private insurance carriers, and allowing for a scope of benefits broad enough to benefit all of our senior
citizens. This would not only be beneficial to the adherents and members of our denomination, but also to other citizens of our country who,
for various reasons, we believe, would not desire or need compulsory
coverage. It would also do much to enhance and reemphasize for all
the great value and contribution of senior citizens to the development
and advancement of our country.
Thank you for the opportunity and privilege of presenting our views
on this important subject.
The CHAIRMAN. Thank you, Doctor.
The next witness is Dr. Russell B. Carson, of the National Association of Blue Shield Plans.
Take a seat, Doctor, and proceed.
STATEMENT OF RUSSELL B. CARSON, M.D., CHAIRMAN OF THE
BOARD OF DIRECTORS, NATIONAL ASSOCIATION OF BLUE SHIELD
PLANS
Dr. CAnsow. Mr. Chairman, good morning. I am Dr. Russell B.
Carson, of Fort Lauderdale, Fla., and I am engaged in the private
practice of medicine in that city.
I am appearing before the connittee as chairman of the board of
directors of the National Association of Blue Shield Plans. Accompanyimg me, to my left is Mr. John Castellucci, the executive vice
president of the association, and Mr. James Bryan, director of our
Washington office.
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The National Association of Blue Shield Plans is the coordillating
organization of the 74 Blue Shield plans in the United States. There
this country enjoying prepaid mediare now over 50 million people ill
ca.1 and surgical security under these plans.
The Blue Shield name and symbol is a nationally recognized service
mark. It is a highly respected symbol. It identifies the medical service plans which offer benefits specifically related to the medical needs
of their local communities.
Blue Shield and Blue Cross share a connon objective-to make
available a comprehensive medical and hospital prepayment service
to the entire population.
Blue Shield is engaged in covering physicians' services, while Blue
Cross is devoted to the payment of hospital services. Although the
local Blue Cross and Blue Shield plans work in close cooperation in
most parts of the country, they are distinctly separate organizations,
both locally and nationally.
Leaders of Blue Shield and of the medical community have always
recognized that aging people present some special health problems,
just as do many otier segments of the population, such as the chronically ill, the handicapped, and the indigent. Our plans have always
sought to bring the resources of the entire community to bear upon
the problems of each of its component groups.
The growth of Blue Shield is an impressive reflection of the growing
national concern to make adequate prepayment mechanisms for medical care available to all who need such help-regardless of age.
Blue Shield membership now includes more than 4 million citizens
past 65 years of age, and all Blue Shield subscribers may continue
their coverage when they pass the age of 65.
This means that a constantly growing proportion of America's working population have the opportunity of carrying their medical care
prepayment into retirement.
In 1951 5 percent of all Blue Shield members, or nearly 1 million
persons, were 65 years of age or older.
By 1959, or 8 years later, this number had grown to more than
two and a half million persons representing 6.4 percent of all Blue
Shield members, and our present 3Iue Shield membership of more
than 4 million persons over 65 represents 8.2 percent of our entire
membership.
It is particularly significant that while total Blue Shield membership during the 18 months ending December 31, 1963, increased about
51/ percent, the number of persons over age 65 covered by Blue Shield
increased 21 percent. Thus, the growth rate of coverage of older persons has become nearly four times the growth rate of all age groups
combined.
In 1959 only 10 plans offered individual nongroup membership without age limit. Today, 73 of the 74 Blue Shield plans representing
over 99 percent of the total membership in this country, have available
individual nongroup coverage for persons over 65.
Most Blue Shield plans have always offered benefits on a fully paid
"service benefit" basis to subscribers in the medium and lower income
brackets.
I wish to emphasize as significant this service benefit feature of Blue
Shield. This means that local participating physicians have agreed
with their local plans to accept plan payment as full payment for all
86-453--,4----24
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covered services, provided the income of the subscriber falls within
certain income levels.
The service-benefit feature applies to Blue Shield senior citizens
even more completely than to members in other age groups. Of the
73 Blue Shield plans that now offer a special senior citizen contract,
65 of them provide benefits on a fully prepaid service basis to lowincome subscribers.
Apart from the remarkable progress we have made in providing
health insurance coverage on an individual basis to those 65 and over,
a more significant development has been the increasing practice of
both local and national labor and management groups to negotiate a
provision in their health and welfare programs for the continued coverage of retired employees under the same arrangements and conditions
as apply to their active employees.
The best example is the pattern adopted by the Federal Government
for its own retiring employees. Blue Shield and Blue Cross cover over
1,150,000 Federal employees, and in addition the members of their
families, for a total of approximately 31/ million people.
Each year more than 25,000 retiring Federal employees take their
Blue Shield protection into retirement. As retirees, these Federal employees, like many retiring from private industry, are assisted by their
former employer in continuing their health coverage.
In the brief span of 23 years, marked by war, recession, and inflation,
Blue Shield membership has grown from 370,000 to over 50 million
and the total number of people covered by voluntary health insurance
has grown from 12 million to more than 145 million, which represents
77 percent of the entire U.S. population.
The proportion of the over-65 population covered by voluntary
health insurance will soon match the percentage of the total population
so covered and the quantity and quality of coverage for those on both
sides of the 65-year line will continue to improve at a rapid pace.
We are dealing with a problem which from day to day is progressively finding an adequate solution through voluntary methods. The
number of our aged people who require governmental assistance grows
proportionately smaller from day to day. The problem of financing
health care for the aged is a diminishing one.
We have-we who have pioneered the voluntary health care movement, are the first to acknowledge that there will always be some people in all age groups who cannot purchase the medical care they need
through their own resources. This relatively small group of "people
must be, to some degree, a responsibility of the community.
However, it seems wholly illogical to provide for the many who
do not need help in order that the few who need assistance may receive. it, as is proposed in the King-Anderson bill and in the other
"mendments calling for social security financing of hospital care.
We do not believe that Congress wishes to enact a program which
would supplant or jeopardize a voluntary system which is accomplishing so much.
People of any age who need help in availing themselves of medical
care should and must have help. If today Blue Shield and Blue Cross
were suddenly eliminated from the American scene, millions of people
would suddenly find themselves medically indigent in the face of any
important medical emergency.

SOCIAL SECURITY; MEDICAL CARE FOR AGED

363

Why should Congress be asked to attack a problem of specific,
identifiable need for citizens over 65 by a program that would cover
everyone of this age--irrespective of need-and yet fall tragically
short of matching or equaling the benefit programs which it would
displace? ,
The provisions of the King-Anderson proposal are costly even in
terms of the limited benefits the bill proposes to offer, and, if we interpret the current alternative proposals correctly, the benefits will be
even less adequate than in the original proposal.
The ultimate costs of even the more limited program that has been
proposed in the optional plan are totally unpredictable. And when
such benefits are offered as an elective option, one can be certain that
the hospital benefit option will be selected by those most likely to need
hospital care--thus assuring an "adverse selection" and a far greater
cost than would normally be anticipated for such benefits.
It is somewhat surprising to find some of the avowed supporters of
the social security system proposing that a major social security benefit be offered on a voluntary basis.
If a hospital benefit proposal is enacted, it will inevitably be only
the first step toward a comprehensive program of Federal health
insurance.
Before long, Congress will be asked to extend this limited program
by adding surgical and medical benefits for the aged. The history
of the Social Security Act clearly shows that every congressional
session has expanded the program. The inevitable expansion of any
benefit system supported by social security means rising taxes on wages
and salaries, and increasing Federal control of personal services.
And the force of the argument to expand federally operated medical
care programs will be enhanced to the extent that the vitality of the
voluntary system has been sapped by ill-conceived governmental intervention in the provision of health care.
The Federal Government injures the public interest if it sets up a
program which inhibits the further development and growth of the
voluntary plans. It could ultimately nullify their contribution to the
health and welfare of the entire population.
In our opinion, Congress has provided an instrument, in the KerrMills program, which if improved and fully implemented, is the best
answer yet evolved for the specific problems o our aged and needy
citizens.
We can demonstrate the practicality of utilizing Blue Shield plans
as underwriters of the services provided needy elder citizens through
the Kerr-Mills program. Blue Shield would welcome a much broader
opportunity to make our contribution to this program.
The Kerr-Mills Act is essentially right. It can provide medical care
where and when it is needed. It can provide the kind of care that a
patient needs and when it is needed. It can provide the kind of care
that a patient needs and to the full extent that he needs it. Its cost
is supported by the entire community, instead of being loaded upon the
wage earner, as the social security financed program would be.
The Kerr-Mills program should be improved. Congress should require the Department of Health, Education, and Welfare, after obtaining appropriate medical advice, to establish the basic principles of
a medically acceptable benefit program for the elderly. Each State
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should then be required to meet these minimum standards in order to
qualify for Federal assistance.
The Kerr-Mills program should be further amended to encourage
the use of the voluntary prepayment plans for underwriting the benefits. This would permit needy elderly people to avail themselves of the
services of their own physicians and hospitals without a "means test,"
at the time when these services are needed.
By adapting Kerr-Mills to the voluntary prepayment structure,
Congress would strengthen the Kerr-Mills program, and it would also
contribute to the security and strength of America's entire voluntary
health insurance movement.
By utilizing the prepayment plans, Congress would also achieve a
stability and a predictability of cost for the Kerr-Mills program that
is obtainable in no other way.
We believe that Congress can best serve the interests of all the people
of the United States by making the fullest possible use of the existing
prepayment system to underwrite the medical needs for all those seginents of the population for whose aid or support our Government has
a legitimate role.
Blue Shield would welcome an opportunity to advise and aid Congress in any plans to accomplish this 0o-bjtive.
We recommend that Congress consider amending the social security
laws to:
1. Provide for establishment of minimum principles and bt-ndar(ls
for any State which wishes to qualify its MAA program for Federal
support.
2. Recognize and encourage the further development of voluntary
prepayment facilities which are already available and functioning.
3. Declare it unmistakably to be the intent of Congress that the
Department of Health, Education, and Welfare should make maximal
use of established prepayment plans to underwrite the MAA program
in the various States in order, first, to stabilize the costs of this program; second, to minimize its welfare aspects; and third, to eliminate
the means test at the time when medical care is required.
4. Provide for a clear separation of the MAA program from the
OAA program, and for professional medical control and guidance of
the MAA program.
Mr. Chairman, I would offer the following summary observations:
Blue Shield plans have long been aware of the special needs of older
citizens for medical care and for the economic means of obtaining such
care.
More than 4 million citizens in the over-65 age group are novw, enrolled in Blue Shield plans, and Blue Shield members under 65 have
the privilege of continuing their coverage after reaching the 65-year
mark.
Blue Shield members over 65 now represent more than 8 percent of
our entire enrollment, and new enrollment of over-65 subscribers has
been growing four times as fast as our total enrollment. Most of
these elderly Blue Shield members are entitled to covered medical
services on a paid-in-full basiF,.
Our experience convinces us that the problem of providing medical
care for the elderly is in process of solution, largely through voluntary methods, supplemented by such programs as the Kerr-Mills Act,
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and that its solution would be hastened by using the voluntary prepayment plans to underwrite these programs for the needy aged.
We urge that Congress build upon the solid foundations of legislative enactment represented by the Kerr-Mills program, and of volntary initiative represented by Blue Shield and its companion hospital
plan, Blue Cross.
We urge that Congress take advantage of the knowledge and experience of the voluntary prepayment plans to strengthen the medicalaid-to-the-aged program. By doing so, we submit that Congress
would discharge its public responsibility to the aged and it would also
help to assure the ultimate success of America's voluntary prepayment
plans in meeting the medical needs of the entire community.
We wish to thank you, Mr. Chairman and the members of the Senate
Finance Committee, for your courtesy in permitting us to bring this
statement and these recommendations to you.
The CHAIRMAN. Thank you, Dr. Carson.
The next witness is Dr. 1. Lawrence Kerr, of the American Dental
Association.
Dr. Kerr, will you take a seat, sir.
STATEMENT OF DR. I. LAWRENCE KERR, AMERICAN DENTAL
ASSOCIATION
Dr. KEim. Just a point of personal privilege, Mr. Chairman. As
a private citizen, it isn't very often we are afforded an opportunity
to express our appreciation for your very many devoted years to the
service of our Nation, and I would like to presume to do this now.
My name is Dr. I. Lawrence Kerr, of Endicott, N.Y. In addition
to conducting a private practice, I am a member of the Council on
Legislation of the American Dental Association. Accompanying me
here today is Mr. Hal M. Christensen, director of the association's
Washington office.
'We appreciate the privilege of testifying before this committee,
Mr. Chairman. We have asked to do so solely to discuss the various
health-care-of-the-aged amendments to H.R. 11865. We have no position on H.R. 11865 as passed by the House.
We are well aware of the extraordinary demands on your time and,
in accordance with the chairman's request, our presentation will be
limited to 10 minutes.
Few domestic issues of recent years have been so politically controversial as the question of health care for the aged. Regrettably, much
of the controversy has served to cloud, rather than clarify, the
situation.
It is the dental profession's belief that this has been the result of
a mistaken tendency to discuss health care and the aged as an isolated
problem, rather than viewing it within the context of a total health
probi'am for the Nation.
The standard of health in the United States is as high as any in the
world. This has occurred as a consequence of a system based firmly
on private practice. The fact that this system has experienced such
great success should give pause to those who would change and perhaps
weaken it.
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The fact that our system is based on private practice does not mean
that government has no proper place in it. On the contrary, all levels
of government have a positive and creative role to play.
The Federal Government has traditionally assisted in such health
activities as hospital construction, expansion of community health
services and facilities, general health and specific disease research,
and general public health programs.
To these, the 88th Congress added one more: Assistance in providing
educational facilities to train the health manpower needed by a growing and increasingly health-conscious population.
This new task is being accomplished through implementation of
the Health Professions Educational Assistance Act, which received
overwhelming bipartisan support in both Houses of Congress and
which was unequivocally favored by the American Dental Association.
Within this framework, furthermore, there are additional actions
which Federal and State Governments should take. One example in
dentistry is strengthening State-level dental public health programs by
enactment of a grant-in-aid program designed for this purpose. Similar grant-in-aid programs are already in effect for such other categories as cancer, heart disease, and maternal and child development.
We mention all this, Mr. Chairman, in order to make it perfectly
clear that when the dental profession opposes placing health care for
the aged under Federal social security-and it does oppose that-it is
not out of any umweasoning bias against governmental action.
We are concerned that if Federal resources are concentrated on a
new and massive treatment program, this would inevitably deter Congress from continuing to support adequately these other essential
activities.
With that, Mr. Chairman, I would like to make some brief comments
specifically about health care of the aged.
. In analyzing the various solutions to this problem that have been
offered, the American Dental Association has held to three basic
principles:
1. Any person in need of health care is entitled to receive it, irresl)ective of his ability to pay.
2. Whatever programs are enacted to provide health .are to those
unable to afford it should be so designed as to include a method of
determining who is in need and who is not.
Such a determination need not and should not be made in a way
that demleans or humiliates anyone, but those who have the resources to
be self-reliant should be expected to be self-reliant.
3. The principle of subsidiarity should be observed in enactment of
any program. This principle merely means that there resides in the
family, the community, the State and the Nation-in that order-the
primary obligation for provision of care.
Only in this wpay can the most accurate judgment be made as to the
needs that exist. An extension of this principle is that the community and the State must have an active and meaningful role in any program so establisheC.
The proposed amendments to H.R. 11865, which would in varying
ways place health vare of the aged under Federal social security,
clearly violate these principles in two important ways:
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1. They would extend care arbitrarily to an entire segment of the
population without regard to individual need. Strictly from a standpoint of logic, if it is proper for the Government to provide health
services for one segment without regard to need, then it would be
proper to provide such services for any or all other segments. Certainly, there are persons in all age groups within our society who for
one reason or another do not receive adequate health care.
For example, we know that there are children who do not receive
adequate dental care because their parents cannot afford it. Such
children are entitled to assistance, but it does not follow that a massive
Federal health benefits program should be established which would
also include the many millions whose families are self-sufficient.
2. They would, without real justification, place the prime responsibility on the Federal level, completely bypassing the community and
the State. We believe it is the community and the State that can best
judge the needs that exist in their localities and most efficiently tailor
a program to fully meet those needs.
There are, of course, other objections to the social security approach.
For example, such proposals have as a premise the conviction dhat the
aged health care problem is a permanent one that will enlarge in years
to come. In all probability the direct opposite is true.
When a man who is 65 this year began his working career, this was
a very different country. There was no social security system; there
were few pension, retirement plans, or private annuity programs;
health insurance was unknown.
Today, obviously, all this has changed and the young and middle
aged of today will enter their retirement years with considerable
protection in terms of cash income and health insurance coverage.
What is more, every indication is that this trend will intensify rather
than diminish.
Proponents of the social security approach underestimate voluntary
health coverage, which has increased remarkably in recent years.
More than half the people now over 65 have some form of coverage.
And, it may be noted, we are for the first time witnessing a soundly
established and growing system of prepaid dental insurance both on
a nonprofit and commercial basis.
It is true that the private sector alone will, in the opinion of the
American Dental Association, be unable to meet the full problem.
Governmental assistance is necessary. Such assistance is presently
available by means of the Kerr-Mills law, which the association
strongly supports.
Admittedly, the Kerr-Mills program is not free from defects. Certainly, it needs fuller and more imaginative implementation by the
States and perhaps perfecting amendments are needed. Even in its
present form, however, it has demonstrated its ability to solve a substantial portion of this problem without embarking the Nation on an
irreversible course that would distort the proper role of the Federal
Government.
Since this Nation began, the private practice of medicine and dentistry has been the accepted method of providing health care to the
citizenry. That it constantly needs to adapt itself to changing conditions is true. And it is doing just that at the present time.
Such programs as Kerr-Mills assist and supplement this effort of
the private sector to meet new problems. A compulsory program un-
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der social security, on the other hand, would completely transform
our traditional health care system despite its long record of success
and would do so at the very time when it is proving its ability to meet
new challenges.
It is the hope of the American Dental Association, Mr. Chairman,
that this committee will reject the various amendments to H.R. 11865
which would place health care of the aged under social security.
On behalf of the association, may I thank you for your courtesy in
hearing us.
(The full prepared statement follows:)
STATEMENT

OF THE AMERICAN DENTAL ASSOCIATION ON PROPOSED AMENDMENTS
To H.R. 11865, RELATING TO HEALTH CARE FOR THE AGED

The American Dental Association Is deepiy concerned with the problems in.
herent in the profession's efforts to make dental care available to every American,
including those 65 and older. A major objective of the association is to assure
that dental care is available to all our people without regard to income, geographic location, or any other factor.
The association has supported many Government and private programs designed to improve the quality and availability of dental health services. We
have long recognized that the Federal Government has a legitimate and necessary role in Improving health care standards for our people, and over the
years we have supported many legislative proposals involving the participation
of the Federal Government.
Many of the recommendations contained In the health message sent this Congress by the late President Kennedy are well conceived and the American
Dental Association has actively supported them. We were particularly 1.,eased
by the legislation enacted in 1903 to increase the number of professionally trained
health personnel. We believe that legislation such as the community health
bill enacted in the last Congress and the mental health bills enacted this year
are additional factors leading to the solution of our overall health problem.
Further, we recognize that the health care problems of the aged require attention. We do not believe, however, that the problem Is of such dimensions as to
justify any of the amendments to I.R. 11865 which are before you. These measures would establish a vast and irreversible federally administered program
providing health services for a large segment of the general population irrespective of need.
We believe that the health care problems of the aged can and should be solved
by less drastic methods which would neither distort nor detract from the traditional role of the Government In the provision of health services for our people.
Two general points can be made in support of this contention.
First, that our sole concern is with the health care amendments to the legislation under consideration by the committee. It is only in this area that we
feel competent to offer evidence and opinions that might be helpful in the cominittee's deliberations. Everything else Is subsidiary to our major purpose,
which is to maintain and improve the health standards of our fellow citizens.
The second point is that objective r nd exhaustive analysis of the approach
common to the various amendments convinces us that such an approach is imprudent and not In the best interests of the American people.
While respecting the honest concern and the competence of those who support
these measures, the American Dental Association is more convinced than ever
that enactment of such legislation would seriously distort the proper role of the
Federal Government in regard to health matters, would inhibit the further improvement of our Nation's health standards-already the highest in the worldand would not solve the problem they are supposed to meet.
In essence, these amendments would provide limited hospital and nursing home
benefits to OASDI beneficiaries and other people 65 years of age and over. Such
benefits would be provided by the Government without regard to the economic
needs of the recipients.
Even though some aged persons require hospitalization in order to receive
treatment for acute dental conditions, we are aware that dentistry is involved
only to an incidental degree in the pending proposals. Despite disclaimem to
the contrary, however, we believe it is is only realistic to expect that were these
amendments enacted, it would mark the first step on an inevitable broadening
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both with respect to benefits and coverage. The pattern for such extension can
be seen in the history of the present OASDI law.
Strictly from the standpoint of logic, If it Is proper for the Government to
provide health services for one segment of the general population without regard to need, then It would be proper to provide such services for any or all
other segments. Certainly, there are persons in all age groups within our society who for one reason or another do not receive adequate health care.
For example, the dental profession has long concentrated much of its attention on tile dental health of children. This is because it is with children that
the dentist can most effectively establish sound oral health and thus prevent
much serious disease from occurring during adulthood and old age. From direct
experience, we know that there are children who do not receive adequate dental
care because their families cannot afford it.
Certainly, such children are entitled to assistance. But does It follow that a
massive Federal health benefits program should be established which would also
include the many millions whose families are self-sufficient?
We do not believe such an approach to be professionally or economically sound.
Relative to the importance of children's dental health, it is worth noting that
since Britain began Its national health program, there has been a concentration
on restorative care for adults and a consequent neglect of preventive care for
children.
The foregoing points up just one of the questionable assumptions underlying
the amendments under discussion, that an entire age group should be set apart
and receive special benefits because some-but far less than all-of its members
are in need.
There are other premises behind them that in our opinion are equally questionable. One of these is the failure to recognize that the problem in its present
dimensions Is transitional. A man who is 65 this year probably began his working career in 1916 to 1920. This was a very different country then. There was
no social security system; there was little in the way of pensions, retirement
plans, or private annuity programs; health Insurance was virtually unknown.
Furthermore, today's elderly citizens lived out part of their middle years in the
midst of a worldwide depression which undoubtedly limited their ability to
provide for their retirement.
Today, obviously, all this has changed. We now have social security, widespread pension and retirement plans, and rapidly growing voluntary health
insurance that can be carried Into the retirement years.
In fact, a great many of the middle aged today, not to speak of future generations, will enter their retirement years with considerable protection in terms of
income and health insurance.
It is not necessary for us to recount the remarkable progress that has been
made in recent years in extending voluntary health insurance coverage to the
aged and others. More than half the elderly now have some form of such
coverage. In passing, it might also be noted that we are witnessing for the
first -time a soundly established and rapidly growing system of prepaid dental
insurance both on a nonprofit and commercial basis.
These amendments, then, propose a permanent solution for a problem that very
probably is temporary. They ask the Nation to transform the health care
system that has served it so well at the very moment when it is demonstrating
its ability to cope with this problem.
We believe, also, that the proponents of these amendments fail to recognize the
impact the Kerr-Mills program has had and will continue to have.
In our view, Kerr-Mills has had a gratifying amount of acceptance in the
short space of 3 years.
Having had some experience with the difficulty of obtaining passage of legislation at the State level and, Indeed, the National level, we do not feel that adoption of authorizing legislation by 38 jurisdictions Is a record of failure. Thirtyfour of these jurisdictions have programs in operation. It is especially significant
to note that among these jurisdictions are those having the majority of aged
people In this country.
Admittedly, the Kerr-Mills program is not free from defects. It needs perfecting amendments by the Congress and fuller and more imaginative Implementation by the States. But we believe it has demonstrated its abiilty to solve a
major portion of this problem without embarking our country on an irreversible
course that would distort the proper side of the Federal Government in the
health field.
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Within this framework of legitimate Federal participation, there Is much that
can and should be done.
The 88th Congress wisely recognized this in late 1963 when it passed the
Health Professions Educational Assistance Act to help provide the facilities and
manpower needed by an expanding and increasingly health conscious American
public.
In this connection, we have grave doubts that present facilities and manpower can deliver the benefits envisioned In the proposed amendments to H.R.
11865 without neglecting needs equally pressing as those of the aged. In particular, we have noted references to the apparent lack of adequate nursing home
facilities making it necessary to utilize expensive hospital beds for persons requiring less intensive care.
Congress on repeated occasions has recognized and acted to stimulate and
complement State, community, and privete efforts to improve our health care
system. In hospital construction, in expansion of community health services
and facilities, in health research, in specific disease and general public health
programs, and in many other areas, Federal participation has provided inestimable benefits In improving health standards. There are other programs,
too, which should receive attention from the Congress.
At the present time, the American Dental Association is seeking Federal legislation to strengthen State dental public health programs by providing, In the
existing program of grants-In-aid to State public health departments, a categorical appropriation for dental disease. A bill (S. 1208) has been favorably
reported by the Senate Committee on Labor and Public Welfare. Representative Oren Harris has Introduced a parallel bill (H.R. 4.582). The Special Committee on Aging of the Senate has commented on this legislation as follows:
"Enactment of either of these measures would aid substantially in the development of State and local programs to facilitate the provision of dental
services to the institutionalized and homebound aged. Important elements
of such programs could be the acquisition of portable dental equipment and the
training of dentists9 in the technique of providing dental care to persons who.
because of physical debility or other reasons. are unable to receive treatment
("Developments in Aging-1959 to 1963," a
under conventional methods."
report of the Special Committee on Aging, U.S. Senate, 88th Cong., 1st sess.,
p. 40.)
We recognize that the legislation Just described Is not within the purview
of this committee, but It does serve to illustrate one of the positive approaches
that the Federal Government can take in Improving the health of the aged
without endangering the existing system of providing health care.
More than passing mention should be made of the Federal Government's
tremendous contribution In the field of health research. This program Is devoted
almost entirely to prevention of disease and thus benefits every segment of our
society. The Government also sponsors a wide range of public health programs
that are necessary and appropriate.
Its on-going commitments in these programs are large, and legitimate demands
for expansion and Improvement of them are not likely to diminish.
The association is fearful that concentration of Government resources on a
new and massive treatment program will prevent it from continuing to support
adequately these essential activities, In addition to diverting manpower.
The committee has heard testimony from various witnesses relating to the cost
involved in implementing any one of these amendments. This aspect of the bill
is not within our area of expertise, but we would comment that in our experience
with other Government treatment programs, the pattern has been as follows:
First, the Government overcommitted itself: it promised more than it could
deliver. Second. costs were underestimated. Third, services or fees for services
or both were cut, usually by laymen concerned with the budget rather than with
the adequacy of care. Fourth, many practitioners withdrew from the program,
freedom of choice evaporated, quality of care degenerated and patient-beneflclaries became dissatisfied and disillusioned. This sequence of events: occurred
in connection with the so-called Veterans' Administration hometown dental program which was instituted after World War II and which finally, after much
bitter experience, was revised by a law enacted In the early 1950's.
We believe that once the Government embarks upon a program of this kindproviding health care to a segment of the general public without regard to needit is reasonable to expect that eventually, the entire population will be Included.
The dental profession Is concerned that such a consequence Is inherent In these
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amendments and that it would be to the ultimate detriment of both the recipients and the providers of health services.
The dental profession is greatly disturbed over the real probability that programs of the type embodied In these amendments may be extended until the
Government becomes the sole purchaser of all health services. The doctors of
dentistry in this country are with good reason concerned that under the domination of one giant consumer, there will be a loss of the independence and integrity
that characterize and are essential to the acceptable practice of any profession.
In the case of practitioners of the healing arts, such a condition cannot help
but result in an encroachment upon the professional judgments that must be
made in the best interests of patient care; it cannot help but destroy the independence of professional judgment that has produced unequaled excellence in
dental and medical treatment and care in this country.
The dental profession Is confident that there are means of putting adequate
health care within the reach of all those in need, including the needy aged, without resort to a system that we are sure will lead to a crippling of private professional practice and, in turn, to a lowering of general standards of health care.
Finally, the American Dental Association would like to make clear that it
has the utmost respect for the sponsors of the various amendments to H.R. 11865
in their desire to meet the health care problems of the aged. We share their
objective but respectfully submit that their solution is neither prudent nor
necessary.
We recommend that the committee reject all amendments to H.R. 11865 which
would place health care of the aged under social security.

The CHAMMAN. Thank you, Dr. Kerr.
The committee will adjourn until 10 o'clock tomorrow morning.
By direction of the chairman, the following are made a part of
the record:)
INDIANAPOLIS, IND., Augu8t 3, 1964.
Senator HARRY BYRD,
Senate Office Building,
Washington,D.C.:
The following telegram Is being sent to Senators Hartke and Bayh:
Indiana State Dental Association joins with the American Dental Association
to oppose legislation which would provide for health care of the aged under
social security. We request you to vote "no" on any such proposal.
E. E. WADDELL,
President,IndianaState Dental Association.
STATEMENT BY ARTHUR S. FLEMMING, VICE PRESIDENT, NATIONAL COUNCIL OF THE
CHURCHES OF CHRIST IN THE U.S.A., ON HOSPITAL AND NURSING CARE FOR THE
AGED (SOCIAL SECURITY AMENDMENTS OF 1964)
My name is Arthur S. Flemming, of Eugene, Oreg. I am vice president of
the National Council of the Churches of Christ in the U.S.A., president of the
University of Oregon.
The National Council of Churches does support, in principle, the proposed extension of the social security program to uncovered groups in our national life.
However, without the addition of a hospital and nursing insurance feature,
the proposed social security amendments of 1964 will be of very little help to
our older citizens.
The proposed 5-percent cash increase in social security checks to those who are
covered will be promptly removed from the pockets of many older people by
unexpected hospital bills; the maximum monthly individual benefit increase of
$6.40 which a 5-percent increase would provide is not enough to buy adequate
private health insurance protection and it would not begin to cover today's
hospital bills.
The only way to put more money into the pockets of older people is to protect
tie retirement income, savings, and equities they already have against the extra
heavy burden of medical, hospital, and nursing care costs in old age. This will
require social security-financed hospital and nursing Insurance along with
strengthened private insurance protection.
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The general board of the National Council of Churches first adopted a general
position entitled "The Churches' Concern for Health Services" on February 25,
1960. The following year, on February 22, 1961, a more specific position relative
to the medical needs of the aged was adopted entitled, "The Economics of
Medical Care for the Aged." Copies of these two position statements are attached for inclusion in tile record of this hearing.
In the latter general board statement we read :
"To the extent that Christian duty can be discharged by the assumption of
individuals, family, and group responsibility and without resort to govern.
mental action, this is to be preferred.
"On the other hand, where needs of people can be met only by united, socially
planned action, the Christian will choose such action rather than the neglect of
basic human need."
Several studies have pointed out the need for insurance protection for the aged.
Nine out of ten people 65 and over will go to the hospital at least once In the
future. The typical aged couple will average over four hospital admissions after
age 65. One out of every six aged persons will enter a hospital in any given year.
Added to this, we know that when an older person goes to the hospital he will,
on the average, stay twice as long as a younger person because he is more likely
to have serious and long-lasting illnesses. People over 65 are in hospitals, on the
average, over 21 times as much as younger people, and their hospital bills are
twice as large.
The great need for hospital care imposes an intense strain on the financial
resources of older people. Half of the aged who are single have annual incomes
of less than $1,000, and half the aged couples receive less than $2,500 a year.
Roughly, half of the people over 65, moreover, have less than $500 in assets that
can readily be turned into cash; over one-third of them have less than $100.
The latest estimate of the Health Insurance Association indicate that 54 to 55
percent of our 17.4 million citizens over age 65 are covered by some form of
private health insurance. However, many of the policies they do have provide for
small benefits under limited conditions and at high cost.
With regard to the hospital and nursing care needs of our older citizens,
the conclusion appears unavoidable that private, nonprofit, and commercial
insurance programs cannot meet the full need alone. Therefore, the National
Council of Churches continues to support in principle legislation which will extend the benefits of old-age, survivors, and disability insurance to include adequate health care for the aged. The National Council of Churches also supports
the maximum utilization of private, nonprofit, and commercial hospital and
nursing insurance for the aged. To help our older people meet their heavy medical expenses, a combination of both private and social insurance coverage is
needed.
When the United States first established the old-age and survivors insurance
program under the Social Security Act of 1935, fear was expressed that the social
insurance program would weaken the private and commercial insurance industry.
Exactly the opposite happened. It Is reported that from 1940 to 1961, life insurance in force grew from $115 to $685 billion. No one today seriously suggests
that private and commercial insurance alone could provide the basic protection
which old-age, survivors, and disability insurance provides even for the poorest
family.
The 1961 national council resolution calls attention to two human values that
are inseparable from the economics of medical care and we cite them here.
"(1) Quality of care: While high-quality medical care has been achieved under
a number of different methods of payment, it is unrealistic to think that quality
is ever completely separable from the economics of medical care. The national
council urges that in the development of prepayment and insurance plans--under
both private and public auspices--careful attention be given to arrangements
which give maximum encouragement to the highest quality of care and the
enhancement of the best relationship between physician and patient.
"(2) Individual dignity and freedom: Government participation in any welfare program does not necessarily involve loss of individual freedom or affront
to personal dignity. In some circumstances, indeed, individual freedom is enhanced by the utilization of government to achieve a social goal, though it is
obvious that such enhancement does not come about automatically. As the
instrument of government is employed by a free people, they must be ever
vigilant to guard their freedoms. In planning and developing any Government
insurance program to help older people meet the cost of their medical care,

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

373

there is a Christian obligation to include provisions for Its administration that
will adequately safeguard freedom, dignity and self-respect."
FORCING TiE AGED INTO INI)IGENCY

Private and social insurance annuities now provide most older people with a
measure of financial independence and economic security. We cannot allow the
dignity which goes with self-reliance to be eroded by the increasing costs of
illness in old age. Yet this is exactly what is happening. Many older people
are being forced into financial helplessness by hospital, nursing, and medical
bills which have eaten up most of their savings, the equity in their homes, and
their credit. From a recent report of the Department of Health, Education,
auId Welfare we note the following fact: "In the first half of 1961, just about
every third person approved for old-age assistance needed it directly or indirectly
as a result of health difficulties. Among recipients getting the assistance to
supplement OASI benefits-generally those with the greatest economic resources of their own-the proportion obtaining assistance on account of medical
needs was as high as 2 in 5." 1
Cash assistance from appropriated tax funds for the indigent older person
who has no social security coverage is better than nothing; but direct relief is a
poor substitute for private and social insurance protection available as an
earned right, before one is reduced to penury.
SELF-RELIANCE AND SELF-RESPECT

The National Council of Churches supports both private insurance and prepaid
social insurance in principlee because they can safeguard the financial Independence, self-reliance, and dignity of our older citizens. The moral and ethical
basis for this preference is clear and quite compelling.
In prepaid hospital and nursing insurance, through the social security system.
each individual contributes to an insurance fund during his working years
which gives him paid-up social insurance protection at age 65. In case of illness,
these funds are then his by right while he is still financially independent, not
after he has been reduced to indigency.
The National Council of Churches commends to the Committee on Finance of the
lJ.S. Senate the appropriate implementation, through the social security system,
of this princil)le of contributory insurance protection for our older citizens.

RESOLUTION ON THE ECONOMICS OF MEDICAL CARE FOR THE AGED

A resolution unanimously adopted by the General Board of the National Council
of the Churches of Christ in the United States of America, February 22, 1961
The good news of God's redeeming love and saving power, declared in the teaching of Jesus Christ was proclaimed in His concern for suffering and His ministry
of healing. From the beginning, Jesus went directly to the sick and suffering.
To all who came or were brought to him, he expressed his loving concern for the
health of body, mind, and spirit. This divine concern has received repeated
emphasis in Christian life and teaching. The Apostle Paul wrote that the strong
should bear the burdens of the weak.
Through the generations Christians have turned to the victims of disease with
increasing concern and at the same time have sought resources which might
bring healing power to the sick. Consciously or unconsciously sharing God's
purpose that mankind should have health, a ministry of healing has become
an inherent aspect of a civilized and humane society.
As new health needs have appeared, new resources have been discovered for
meeting them. In our day, as the number of aged persons has increased, there
are among them many men and women who require financial assistance if they
are to have physical and mental health and that spiritual health which may be
dependent thereon. Cn their behalf today, ways should be sought and found to

I"Background

Facts on the Financing of the Health Care of the Aged," Special Committee

on Aging, U.S. Senate, May 24, 1962, p. 8. (Excerpts from the report of the Division
of Program Research, Social Security Administration, Department of Health, Education,
and Welfare.)
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further the will of God once so clearly made manifest by Jesus Christ that mej
and women should be enabled to enjoy health.'
For the Christian, means are as important as are ends: but no more so. In
our endeavor to achieve Christian ends we must choose those methods best calculated to develop and maintain Christian character and relationships.
No method is better suited to do this than sharing the unpredictable incidence
of the cost of medical care through the various mechanisms of mutual aid that
have been developed. The most widely accepted of these is the mechanism of
insurance-both private and public.
To the extent that Christian duty can be discharged by the assumption of
individuals, family, and group responsibility and without resort to governmental
action, this is to be preferred.
On the other hand, where needs of people can be met only by united, socially
planned action, the Christian will choose such action rather than the neglect
of basic human need.
Therefore, we should seek to bring the blessings of modern medical care
within reach of all by nongovernmental action to the extent that such methods
can accomplish this. But we should not fail to support governmental action in
circumstances where other methods are clearly inadequate or impossible.
On the average, American families spend nearly $300 a year for health purposes. Most of this money is spent to secure hospital and physician services,
medicines, and prosthetic and other appliances after illness has already become
serious. Comparatively little of it is spent for the maintenance (-. optimum
health. This contributes substantially to demands on hospital facilities and to
a lower level of general health and well-being than could be had by a wiser and
more orderly expenditure of the same amount of money for preventive care. The
rapidly rising cost of modern medical care puts It beyond the ability of most
retired persons and low-income families to purchase such care on an emergency
fee-for-service basis.
A very wide variety of nongovernmental efforts have been and are being made
to meet this problem of medical economics. They range from indemnity health
insurance provided by commercial insurance companies to prepayment, group
practice health plans providing comprehensive, including preventive, care for
nearly all the health needs of their subscribers through teams of physicians which
include specialists and general practitioners.
The voluntary haring 'among groups of people of the risks and hazards of
ilness, ~nd the voluntary pooling of some of their funds to meet the cost of
care for any in their group who may need it is indeed a Christian approach to
this problem, whether this mthod is utilized by churches, labor unions, industrial managements, fraternal organizations, cooperatives, community groups,
or by subscribers for health insurance. The National Council of Churches commends it and urges its widest possible application.
It is noteworthy, however, that the cot of health care and consequently of
health insurance is rising so rapidly as to make It difficult for the average family
to afford adequate coverage for its comprehensive balth needs. While some 73
percent of the American people have some form of health insurance, nonetheless,
only 25 percent of the total private medical expenditures are paid from such
insurance.
About 4 million Americans who are today obtaining comprehensive medical care
from group practice or 'other direct service health care prepayment plans pay
for it by monthly subscription premiums amounting to less per year than the
average $300 per family annual expenditure. It appears that one method of making the best of modern medical care available to more and more people lies in a
rapid growth and expansion 6f voluntary health plans of this character.
I The general board of the national council has already made clear its concern for the
provisions of adequate standards of health care for all and for the cooperation of both
prIvate and public agencies in their maintenance as follows:
(1) "Christianq should work for a situation wherein all have access at least to a
minimum standard of living. Such minimum should be sufficient to permit care of the
health of all and for suitable protection of the weaker members of society, such as * * *
tie aged." (Pronouncement on "Basic Christian Principles and Assumptions for Economic
Life." adopted Sept. 15, 1954.)
(2) "The churches' concept of man the * imposes a more fundamental obligation for
the furtherance of health. Therefore. the availability and financing of medical care of
high quality is. of leep concern to the churches. * * * If voluntary prepayment plans
cannot accomplish the desired ends. government should protect the health of the people by
making possible the prepayment of health service." (Pronouncement on "The Churches'
Concern for Health Services," Feb. 25, 1960.)
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There are, however, certain groups in the population for whom even their
ordinary medical needs cannot be met by voluntary prepayment plans, namely,
low-Income families and most people 65 years of age or older. Eighty percent
of persons with family income of $5,000 or more have some form of health
insurance, but only 33 percent of those with family income under $3,000. Only
35 percent of persons 65 or more eyars of age have any health insurance.
Voluntary health plans are unable to offer coverage for even a fraction of
health care needs at charges either of these groups can possibly afford. Eighty
percent of people 65 years of age or older have annual incomes of less than
$2,000; about 60 percent, incomes less than $1,000. At least 7.6 million older
people have liquid assets of le~s thMan $500. Yet 77 percent of people 65 years
of age 'and older have chronic ailments, and the percentage increases to 83
percent for those 75 and older. The group 65 and older now require, for less
than optimum health care, more than twice as much hospitalization per person
as is needed by the rest of the population, and they spend on the average twice
as much for health care as does the population as a whole.
Full advantage should be taken of recent amendment to title I of the Social
Security Act which offers Federal funds to improve State medical care programs
for aged persons on public assistance rolls and also provides itching funds
for States desiring to aid medically needy older people not now on relief rolls
but able to pass a means test as a condition of eligibility. This program offers
the States opportunity to provide help for older persons at the bottom of the
economic scale. However, it does not offer aged persons of moderate means and
many of low income any solution to their problem.
About three out of every four policyholders in voluntary group prel)ayment
)lans are completely excluded from coverage upon retirement, and studies indicate that less than 5 percent can convert to individual policies without reduction
in benefits. The voluntary prepayment plans, necessarily based upon experience
rating, discriminate against high-risk groups and are not geared to the problems
of chronic illness characteristic of old age. Policies commercially written for
older people are not only beyond the means of most, but they are not based upon
a philosophy of preventive medicine and optimum health, nor do they include
provisions for diagnosis, followup, and restorative medicine.
As previously noted, the general board has stated, "If voluntary prepayment
plans cannot accomplish the desired ends, Government should protect the health
of people by making possible the prepayment of health services." This is precisely what the social security system would be able to provide efficiently through
the mechanisms of old-age, survivors, and disability insurance. Therefore, the
National Council of Churches supports in principle legislation which will extend
the benefits of old-age, survivors, and
disability insurance to include adequate
health care for retired aged persons.2
There are human values that are inseparable from the economics of medical
care. Two call for special consideration:
(1) Quality of care. While high quality medical care has been achieved under
a number of different methods of payment, it is unrealistic to think that quality
is ever completely separable from the economics of medical care. The national
council urges that the development of prepayment and insurance plans-under
both private and public auspices-careful attention be given to arrangements
which give maximum encouragement to the highest quality of care and the enhancement of the best relationship between physician and patient.
(2) Individual dignity and freedom. Government participation in any welfare
program does not necessarily involve loss of individual freedom or affront to
personal dignity. In some circumstances, indeed, individual freedom Is enhanced by the utilization of government to achieve a social goal. though it is
obvious that such enhancement does not come about automatically. As the Instrument of government is employed by a free people, they must be ever vigilant
to guard 'their freedoms. In planning and developing any government insurance
program to help older people meet the cost of their medical care, there is a
Christian obligation to include provisions for its administration that will adequately safeguard freedom, dignity, and self-respect.
The counsel, cooperation, and active participation of the medical profession
and other health workers in both planning and execution of a government health
2In Its pronouncement on "The Churches Concern for Public Assistance." adopted June 4,
1958, the general board stated: "The National Council of Churches affirms that the use
of social insurance as exemplified by old-age, survivors, and disability insurance is to be
preferred to economic dependence upon the public assistance programs,"
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program are essential. The values to be realized from an improved level of
health for America's older citizens are so great that we are confident that cooperation will be forthcoming from all who in our day are custodians of the
almost miraculous capacity to maintain the health and cure the diseases of their
fellow human beings.
In the light of the above concerns the general board authorizes representatives
of the national council to testify at public hearings along the lines herein
indicated.
THIE CHucirEs' CONCERN FOR IIEALTI[ SEnVMcS
A pronouncement unanimously adopted by the General Board of tie National
Council of the Churches of Christ in the United States of America, February
25, 1960
Churches have a major role in the development of health services. Health
and holy are words with a common origin akin to whole, sound, hale, and well.
Their close relationship In Christian history stems from the life and work of
Jesus Christ who "went about all Galilee teaching in their synagogues, preaching
the gospel of the kingdom, and healing every disease and infirmity among the
people."
Through the centuries, even to this (lay, Christians have been constrained to
show forth the love of God not only by preaching but also by healing. Society
has frequently been alerted by the churches to meet health needs. Churches
have nurtured a large proportion of the persons engaged in the health professions.
Extensive health services have been developed and maintained by churches in
this Nation and abroad. Through all their activities in the field of health,
churches have aided men more fully to render service to God and their fellows
and have expressed the Christian faith in love.
Health is not merely the absence of disease and infirmity, but is a state of
physical, mental, social, and spiritual well-being. The churches have a continuing concern for all aspects of health, for the well-being of the whole man and
the whole community of men. Therefore, churches are urged to work in the
community, the Nation, and the world toward (1) promotion of positive optimum health, (2) prevention of disease and disability, (3) treatment and alleviation of disease, and (4) rehabilitation of all persons with disabilities.
FURTHERANCE OF HEALTH
Churches should help their members become aware of health needs. They
can promote health by supporting programs which raise standards of living,
foster wholesome family relationships, and assist people in developing their
capacities. The activities of the churches in pastoral care, Christian education and action, missionary work at home and abroad, social welfare, and world
service are among many which encourage healthful living in this Nation and
abroad. Health education, usually centered In public health services, voluntary
health organizations, and the schools is also a responsibility of church-related
health and welfare agencies and should receive attention and support from the
churches.
The health of individuals is of deep concern, but Christian responsibility also
extends to the public health. Prevention of disease and accidents through such
measures as control of the environment, immunization, optimal nutrition, and
the practice of principles of healthful living is of paramount importance. MIaxiium prevention requires support of sound and effective public health programs
under both voluntary and governmental auspices.
When disease or disability has occurred, early detection, accurate diagnosis,
prompt comprehensive medical care of good quality, and concurrent rehabilitative procedures should be available to all people, without regard to race, religion,
ethnic background, or economic circumstances.
Adequate support of public services by church members is necessary to insure
basic services of sufficient quality and quantity to meet the needs of the whole
community. Economic and manpower aspects of modern health services are of
such complexity and magnitude that it is incumbent upon all health agencies,
both public and voluntary, to recognize that joint efforts and broad community
planning are essential.
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SPECIAL CONCERNS
Mental health
The increase in the incidence of mental illness in this generation is alarming.
Mental and emotional aspects of all health services and problems demand special
consieration by voluntary and governmental agencies. Preventive measures,
early detection, more effective treatment, and rehabilitation should be subjects
for expanded programs of research directed by professionally trained personnel.
Religion has contributed significantly to the maintenance and recovery of
mental health, especially as the assurance of the love of God and fellow men
has been imparted by churches to individuals needing recognition and acceptance
in an unsettled world. The relation of religion to mental health should be a
subject of continuing study.
The churches' contribution should also include participation in cooperative
community planning, furtherance of sound community and church-related programs conducive to mental health, and support of more adequate and extensive
treatment facilities, including psychiatric care.
Financingof health services
It is now widely recognized that the health of people is an important national
resource, and, therefore, Government has increased its responsibility for the
maintenance of optimum health. The churches' concept of man, centering upon
his creation and redemption by God for a divine purpose, imposes a more fundamental obligation for the furtherance of health. Therefore, the availability and
financing of medical care of high quality is of deep concern to the churches.
With the rising cost of medical care, serious or extended illness has imposed
economic burdens which are beyond the capacity of many individuals and families
to meet from current income. There is need for churches and church members
to study the economic aspects of health services. Experimental patterns of
health service, such as group health programs under the auspices of labor, management, or other responsible voluntary associations of people, deserve encouragemnent. Flexibility on the part of all health professions and the public; willingness to try new methods; cooperative planning , analysis, and evaluation are required to meet the needs of people.
Continued growth of prepayment methods shows )romise of Insuring high
quality of medical service. The churches should encourage the inclusion of
mental, dental, nursing, and other health services in programs of prepaid care,
and the extension of the amount and kind of care available to retired and other
aged persons and to persons living in rural areas. If voluntary prepayment
llans cannot accomplish the desired ends, Government should protect tile health
of the people by making possible the prepayment of health services.
Health facilities, hospitals, and nursing homes
The traditional and vital role of church-related hospitals and other health
services must be maintained and strengthened. It Is especially incumbent upon
the churches to seek out and help communities which cannot provide adequate
health services, and to give sufficient financial support to church-related programis, including hospitals and nursing homes, to enable them to pioneer in
meeting health needs. Church members should also support hospitals and services which are not church related.
Churches should insist upon the establishment and observance of high standards of care in all health facilities, especially in those which are church related.
In all phases of their operations church-related facilities should reflect the
Christian view of the dignity and eternal worth of every person, and the spiritual
ministry should be developed as effectively as physical and mental health services.
Trained chaplaincy services should be a part of the professional team in hospitals and other institutions of healing.
Health careers
Careers In the health field provide outstanding opportunities for dedicated
Christian service. Christian motivation can increase substantially the effectiveness of health workers. Recruitment of qualified health workers should (.)nfmand the attention of the churches. Church-related schools and colleges have
particular responsibility for both recruitment and training. The need is not
alone for doctors and nurses, but also for many types of paramedical personnel,
including dieticians, physical and occupational therapists, and attendants and
aids in general and mental hospitals.
36-453-64--25
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Some church-related hospitals are major training institutions for health workers, especially for physicians, nurses, technicians, and social workers, as well as
theological students and chaplains. Their teaching facilities and methods
should periodically be evaluated by persons with professional competence and
responsibility. Training programs are needed, but they should not be financed
as part of the cost of medical care. Other sources of financing must be made
available, both within and outside the churches.
Voltinteer srvces
Volunteers, both professional and lay, contribute significantly to health services. Physicians particularly have provided medical services for the economically
underprivileged.
Acute shortages of health workers, including nurses, have made lay volunteers essential for the current operation of many health facilities and the
provision of significant personal services to patients. In general and mental
hospitals, nursing homes, and other facilities for the chronically ill and the aged,
volunteers have ilade unique contributions. Volunteer home visitors and home
helpers are also assuming increasing importance with the national growth in the
nuiner of older persons and the developmentt of home-care services for the
chronically ill.
The need for volunteer service is great and offers Christians unparalleled opporti1nities to witness for Christ with deeds of love and mercy. Local churches
should assume a significant portion of the responsibility for recruitment, transportation, training, and sustained organization of volunteer services.
Intcrnatiolat health servicC8
International health and wholesome international relationships have been advanced by generations of Christian health workers. The need continues with
appropriate adjustments in organization and methods as changes occur throughout the world. The work of the mission boards is now supplemented by relief
anm rehabilitation services rendered through denominational and ecumenical
agencies on the national and world levels, Health work, pioneered by Christian
missions, has in recent decades been extended by other world agencies, Including technical units of the United Nations and of national governments. Both
church-related and other international health programs are worthy of strong
support from the churches and their members.
Christians should be encouraged and trained to participate directly in voluntary and public programs. Important potentialitie.3 for Christian service
by churches and church-related agencies may be found in the provision of technical training and Christian experience in connection with the education in
this country of students from other nations.
Because world economic and scientific developments profoundly affect the
health of millions of people, Christians should be increasingly concerned for
programs of mutual aid, both governmental and voluntary. Increasing concern
of the churches should also be expressed in relation to such problems as rapid
population increases and developments in nuclear science which affect human
health.
Health problems at home and abroad offer abundant opportunity for churches
and church members to show forth the continuation of the acts of God as supremely revealed in the love and compassion of Jesus Christ.
SILVER SPRING, MD., July 8, 1964.
SENATE FINANCE COMMITTEE,
Washington, D.C.
DEAR Sis: As per suggestion of the Honorable Harry F. Byrd, I would like
to have miy views on social security put before the above committee.
I feel that a married nman should be allowed to earn more than $1,200 a year,
for the following reasons:
We have been married 43 years and my wife has not worked in all that time.
Now, at the age of 65 she has to work to supplement our income so that
we could live at least halfway decently.
I feel that a bachelor or wvidower, receiving the full amount of social security
phis $1,200 a year lie is allowed to earn, may get along, but for a married man,
that is impossible.
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My wife, due to the fact that she has not worked in 43 years, is inexperienced,
besides not being in the best of health, cannot find a part-time Job, and from
personal experience for myself, I found it very tough to find one for myself.
I worked for Peoples Drug Co. but was let. out because I could not work the
hours they wanted me to.
In fact, because I made $110 for the month of October 1903, I lost a month's
check of $176.
It is my feeling that a married man, whose wife, due to inexperience, or Ill
health, is unable to work, should be allowed to earn $2,000 a year or $50 per week,
because there are 52 weeks in a year, not 48, which limits a retired man to less
than $25 per w'v.k.
Hoping you wit' give this idea full consideration, I remain,
Yours truly,
MARCUS DONNENFELD.
PETERSBURG, VA., July 29,1964.

Senator HARRSY F. BYRD,
U.S. Senate,
Vash inglon, D.C.
DEAR SENATOR BYRD: My last correspondence with you was May 19, 1964, regarding social security limitations on the earnings of widows with children.
Since then, the Honorable Watkins Abbitt has introduced a bill (II.R. 1156S)
which is still in the committee.
Yesterday the House passed bill H.R. 11865 which raised social security
benefits 5 percent and has various other amendments, but nothing has been mentioned about the right to work without losing social security. Mr. Abbitt's bill
(H.R. 11568) is a good one and basic in the fundamental freedom for the individual-something which has seemed to fade as our "big business" Govern.
ment grows. The 5 percent increase is not enough to "take up the slack" in
raising a family, and one should have the freedom of being able to earn as
much as one can, without being encumbered by a ridiculous $1,200 ceiling or (tenied their social security. Would it not be better Lo take off the earning limitations than to give any increase--which will cost more to everyone and not mean
a "drop in the proverbial bucket" to the individual and his budget?
However, Senator, being realistic, H.R. 11865 has passed the House and is
now in the Senate-and may possibly be before the Finance Committee; therefore, would it be possible to have "mother's rights to work" amendment (H.R.
11568) incorporated into H.R. 11865, or the idea thereof?
I will be most grateful for any help you can give on this, and will stand by
for advice you may have as to my future action.
Most sincerely,
IRIS E. SPACII.

WACO, TE~x., July 28,1964t.

SPRINGER,
Chief Clerk,
Senate FinanceCommittee,
Washington,D.C.
DEAn MRS. SPRINGER: In lieu of appearing before the Senate Finance Committee, If and when hearings are scheduled to consider adding Medicare to H.R.
11865, the Social Security Amendment of 1964, I would appreciate this letter
being presented to the Senate Finance Committee.
By all indications and considering present proposed rate and base limitations
which are apparently necessary to continue the social security program, the addition of Medicare would only tend to burden the already taxed social security
program. The social security tax is very burdensome because it is based on gross
income and is proposed to apply to the first $5,400 Income. It is suggested
that State and local governments be permitted to provide Medicare based on
local circumstances and conditions, if the need exists. This observation exists
among numerous members of our local populous.
Your consideration will be appreciated.
Sincerely yours,
Mrs. ELIZABETH

KENNETH K. KENNY.
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Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
U.S. Senate:
In lieu of a personal appearance, the Association for Physical and Mental
Rehabilitation desires to submit the following statement for the careful consideration of your committee. It applies Specifically to social security bill 1.R.
11865. It is understood that such written statements of substance will be included in the printed record of the hearings.
The subject headings of this letter are: (1) Purpose, (2) Introduction, (3)
Definition of Corrective Therapy, (4) Professional Status and Competence of
Corrective Therapists, (5) Need for Their Services, (6) Proposal for Their Inclusion in the Bill, (7) Correspondence and Contacts, and (8) Summary.
(1)

PURPOSE

The objective of the Association for Physical and Mental Rehabilitation in
this legislation is to achieve equality with the other paramedical therapies.
(2)

INTRODUCTION

The membership of the Association for Physical and Mental Rehabilitation is
composed of corrective therapists whose livelihood is the profession of exercise
therapy. They are dependent upon a nondiscriminatory acceptance of their
service by Federal legislation, and for the growth of their profession.
(3)

DEFINITION OF CORRECTIVE THERAPY

Corrective therapy is a medically recognized therapy and rehabilitation niodality, established after World War II, and operating at present under medical
supervision in the Veterans' Administration, State, and private agencies
throughout every State in the Union except Alaska and IIawaii.
The function of corrective therapists is given by the U.S. Civil Service Commission in its announcement No. 290-B, dated November 20, 1962, as follows:
"Corrective therapists plan, administer, and supervise medically prescribed
physical exercises directed toward maintaining or improving the general state
of health of the )atient by preventing muscular deterioration, conserving and
Increasing strength, and restoring function. They guide the patients in anibulation and develop proficiency in routines of personal hygiene for bedfast patients."
It should be added that corrective therapists work in the general medical and
surgical, neurological, psychiatric, tuberculosis, blind, an( mentally retarded
areas of treatment and rehabilitation. They are particularly skilled in assisting
the patient to achieve the activities of daily living such as getting in and out of
bed, self-feeding, walking, personal hygiene, and other self-help procedures .
(4)

PROFESSIONAL STATUS AND COMPETENCE OF CORRECTIVE THERAPISTS

Corrective therapists are recognized by the U.S. Civil Service Commission

and their duties are detailed in the U.S. Civil Service Commission classifications
under date of August 1961. The nucleus from which the present organization
of corrective therapy emerged after World War II was referred to by Dr. Howard
Rusk as "the cream of the crop." Dr. Joel Boone, when Chief Medical Director
of the Veterans' Administration, considered corrective therapy "a major contribution to medicine."
(5)

NEED FOR TIE SERVICES OF CORRECTIVE THERAPISTS

In less than a decade more than $150 million have been invested in the construction of the 270 rehabilitation centers and workshops established under
the Hill-Burton Hospital Construction Act. With this accelerated construction,

it is generally recognized that the greatest impediment to the adequate rehabilitation of the handicapped im this country is the extreme lack of qualified and
competent personnel, including correctiN - therapists. Federal legislation of
a nondiscriminatory or restrictive nature joust be provided to bring the full

potential of the country to meet this need.
(6)

PROPOSAL FOT TIIE INCLUSION

OF CORRECTIVE THERAPY

IN TlIS BILL

The l)rcsent wording of the bill includes the terms "physical, occupational,
and speech therapy." It is proposed that the term "corrective therapy" be in-
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eluded to Insure authorization of their services by the physician under the specific
terms of the bill.
(7)
CORRESPONDENCE AND CONTACTS
Senator Yarborough, through correspondence with Mr. Ball, Commissioner of
Social Security, has aided our association in presenting our views as to the
wording of this bill. These communications can be summarized as follows:
(a) It is the contention of the Association for Physical and Mental Rehabilitation that the present wording of this bill excludes corrective therapy, since it
mentions only physical therapy, occupational therapy, and speech therapy, and
omits corrective therapy.
(b) In reply, Commissioner Ball stated that the words physicall and occupational therapy" are generic terms and, as such, Include corrective therapy.
(c) Commenting on this assertion, the Association for Physical and Mental
Rehabilitation called attention to the fact that the terms "occupational therapy"
and "physical therapy" are job description titles and as such denote the specific
l)rofessions of physical and occupational therapy, that a person in a hospital situation or in the community when hearing the term "physical therapy," for example, would not think of corrective therapy or of a corrective therapist.
(8)

SUMMARY

In a broad sense, we feel that this legislation poses a problem challenging our
democratic beliefs and principles. The problem can be illustrated by the small
business attempting to find an opportunity for development of its distinctive service. The need at this time is to mention not only the older established therapies
but to include and utilize these new forces and elements that are attempting
to find their rightful place in the professional world.
The Association for Physical and Mental Rehabilitation requires assistance in
)romoting opportunities to meet the growing national need, as well as to be able
to compete with the large organizations which In various ways are able to
restrict the growth and development of the small organization. It is extremely
vital to our existence that we receive recognition In the statutes of State and
Federal legislation. Commissioner Ball contends that we are already included
in the bill since the definition for physical therapy found in medical dictionaries
indicates that it is an inclusive term which encompasses corrective therapy.
Therefore, there is no valid reason to refuse to mention corrective therapy by
name in the bill H.R. 11865.
Respectfully submitted.
JOHN B. 3MuRPiiY, President.
NATIONAL TAXPAYERS CONFEERNCE,

Jefferson City, Mo., August 6, 19641.
Hon. HARRY F. BYRD,
Chairman,Comnnz ittee on Finance,
U.S. Senate, Vashingtoz, D.C.
DEAR SENATOR BYRD: Last January, in my dual role as executive director of
the Missouri Public Expenditure Survey and chairman of the National Taxpayers
Conference, comprised of citizen-taxpayer research organizations located In a
great ninny of our States, I appeared before the House Ways and Means Committee to discuss the fiscal aspects of proposals to provide hospital and nursing
care services for the aged under the social security system. A copy of my statemeat, which was concurred in by 25 of these State taxpayer organizations, is
enclosed.
The Ways and Means Committee subsequently reported and the House has
passed H.R. 11865, the Social Security Amendments of 1964, currently the subject of hearings before the Finance Committee. Although the House-approved
measure does not include the so-called medicare provision, it would provide for
Increased social security benefit payments and also for further significant increases in the social security tax burden.
Under tva House-approved version of II.R. 11865, even without provision for
medical care for the aged, the social security tax rate would be increased next
January 1 by approximately 5 percent-from 3% percent to 3.8 percent-both
employee and employer, and the wage base against which the tax would apply
would be increased from $4,800 to $5,400. If the House bill is enacted, the combined rate on employee and employer would rise to 9% percent by 1971, on an en-
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larged wage base; the employee-employer tax contribution would be increased by
almost 50 percent, from $348 in 1965 under existing law to $518 by 1971.
It thus seems appropriate that we bring to the attention of the membership of
the Committee on Finance as well as the entire Senate our concern over the fact
that the social security tax is becoming ani Increasingly burdensome tax for a
growing number of persons.
It is my understanding that proposals to add some form of medical care for
the aged are to be advanced both within the Finance Committee and in the
Senate when II.R. 11865 is up for consideration. It must be obvious to all that
the compulsory "medicare" plan as proposed in the King-Anderson bill would
require an additional Increase in the social security tax, over and above that
provided in the House bill.
It is my further understanding that one of the proposals which may be advanced would simply provide social security beneficiaries with an "option" of
accepting the House-approved increase in the regular benefit, or choosing to take
this increase in some form of hospital care benefit. It seems equally obvious
that this is but a thinly veiled attempt to work the beginnings of the compulsory
"medicare" plan into the social security structure-the "foot-in-the-door" tech.
nique. The eventual effect upon the social security tax burden-and upon the
financial soundness of the system-would be no different.
For this reason, it seems to me it would be most unwise to burden the social
security system with the additional costs of even limited-optional or otherwise-lhospital care benefits.
In order that our views may be made known it would be much appreciated if
you would have this letter, and the copy of my statement before the House commnittee, included in the printed hearings of the Finance Committee.
Cordially yours,
(11.
EDWARD STAPLES, Ch airman
STATEMENT OF NA'IONA. TAXPAYERS CONFERENCE SUBMITTED iY E)~W'ARD STAPLES.
EXECUTIVE 1)IRECTOR. Mssoui PuBLI
EXPENDITURE SURVEY, TO HOUSE COMMITTEE ON WAYS AND MEANS, JANUARY 23, 1964

Mr. Chairman, my name is Edward Staples. I am executive director of tie
Missouri Public Expenditure Survey. located in Jefferson City. Mo. I also
am currently serving as chairman of tle National Taxpayers Conference. which
is comprised of citizen-taxl)ayer research organizations located in more than 35
of our States.
A number of these organizations have requested that the record of these hearings indicate that they join in the statement I ama presenting before tlis committee. and I should like to request that the record show their concurrence.
These organizations are given at the end of this statement.
Mr. Chairman, I shall not attempt in this statement to analyze el" disc,,ss in
detail any of the pending proposals which are designed to establish a program
of hospital and nursing services for the aged under the social security system.
Rather, it is imy intention very briefly to discuss the fiscal aspects of these proposals as they will affect the social security system as a whole, and to raise
some questions in this area which we feel should be given consideration as the
committee considers these far-reaching proposals.
When our social security system was first established, the tax rate on cmiiployees and employers was 1 percent each, applicable to a taxable wage base of
$3,000. . Since that time, including the increase which became effective on TIanuary 1. 1963, the tax rate has been increased seven times, until at present the
w(l'irate is 3%4 percent on both employee and employer. Under xisting lavwo
tional rate increases are scheduled: in 1906 amd 1968. These will bring the
social security tax rate on employees and employers to 4r., percent eacl-or to
a combined rate of 91/t percent.
In addition, it should be noted that the taxable wage base against which
this tax is applied has also increased three times, and at present stands at
$4,800.
In short, the tax paid by employee and employer combined has increased
almost sixfold. from a maximum of $60 at the inception of the program to
a, maximum of $348 under present tax rates and taxable wage base.
The tax paid by tle self-employed, of course, has been maintained at omeand-a-half times that of other workers-and presently is at a rate of almost
5Y2 iWr"ent.
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Under the bill before this committee, H.R. 3920, the tax rate would be increased by one-quarter of 1 percent each on employees and employers, over and
above the currently scheduled Increases, and the taxable wage base against
which the tax would apply would also be increased, to $5,200. Thus, If this
proposal were to be enacted, on top of presently scheduled tax rate increases,
the combined rate on employee and employer in 1968 would be 9% percent on an
enlarged tax base.
The social security tax is, in short, becoming an increasingly burdensome
tax for a growing number of persons. For the low-income wage earner, such
increases in the social security tax might wipe out-or more than wipe outany benefit which he would derie from the pending tax reduction bill.
We are not the only ones, Mr. Chairman, who are raising questions about the
increasing burden of this tax. Former Secretary of Health, Education, and
Welfare Abraham Ribicoff, now U.S. senator from Connecticut, was quoted
in an interview with U.S. News & Worll Report, published February 5, 1962,
as saying:
"I think we have reached a state of aIlmost maximum taxation under social
security. In my mind, I place that at 10 percent of payroll. Under the tax
schedule of the present act you will get up to 91/ percent for employer and employee in 1968. You add this one-half of 1 percent for medical care for the aging under social security, and you've about hit the top of 10 percent. I don't
think people will go for more than 10 percent."
In addition, a staff expert of another committee of the House suggested that
the social security tax rates are a "drag" on the economy, and should be cut
back. This suggestion was made in the magazine of the Institute of Economic
Affairs of New York University by Mr. J. R. Stark, counsel to the House Banking and Currency Committee. While I do not agree with all his points, particularly that rising benefits should be paid out of general revenue, I do believe his statement is of significance In indicating the burden imposed by rising social security tax requirements.
Another factor which in my view should be taken into consideration Is the
history which has been developed over the years for expanding the coverage and
increasing the benefits under this program. On at least eight occasions since
this program went into effect, Congress has enacted amendments expanding coverage to new groups, and benefit increases have also been approved on a number
of occasions.
That this has had some effects upon the program's financial status seems ap)arent. The record indicates that expenditures have exceeded receipts in the oldage and survivors insurance trust fund in 5 of the last 7 years.
Further. one of the most recent additions to the social security structure, the
disability benefit program appears to be in some trouble. Expenditures from the
disability insurance trust fund exceeded receipts into the fund in calendar 1962,
and according to official reports, as I read them, were expected to do so again
in 19(13. this year. and in each of the next 3 year.4. The fund's trustees have
made a proposal designed to put it on firmer financial footing. In this same
connection, we have noted the proposal of Chairman Mills (H.R. 6688) which Is
designed to improve the actuarial status of the trust funds by raising the amount
of taxable income for social security from the present $4,800 to $5.400. This meastire, as I understand it, would also allot a proportion of the increased social security revenues to the disability fund.
Thus. we see the occasion arising for increased social security tax payments
even without adopting H.R. 3920.
T believe it is fair to indicate that the pending proposal to establish a compulsory health insurance program under social security would provide for limited
health benefits. If adopted, the TI.R. 3920 program would be subjected to great
pressures for further expansion. Experience under our social security system
shows repeated broadening of its provisions, accompanied by rate increases, as
I have already indicated. Demands could be expected to include larger and
larger segments of the population under the medical care provisions, with each
expansion accompanied or followed by rate increases, until virtually the entire
population would be included. Thus, H.R. 3920 is a foot-in-the-door type of proposal. It inevitably would lead to much higher social security tax rates on employees, employers, and the self-employed.
I have also noted testimony by Mr. Wilbur Cohen, Assistant Secretary of
Health. Education. and Welfare. that the earnings base for social security taxes
might have to be increased as high as $7,200 under certain circumstances, even
without this medicare proposal. Senator Ribicoff has said, as I mentioned, that
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he doesn't think the people will go for more than a 10-percent tax on payrolls ,a
level we are already approaching. These taxes are growing burdensome on many
persons, and are likely to become much more so. These taxes constitute a potential, if not a present, drag on the economy. But, based on the history of the
social security program, I believe it is safe to predict that if H.R. 3920 is enacted social security taxes will not only substantially exceed 10 percent of payrolls but will be applied to a considerably higher earnings base than the $5,2 0
a year provided in the bill.
It would be unwise to burden our social security system by the addition of this
program for which large but. indeterminate future costs would have to be
financed, resulting In social security taxes being raised to levels that will become
more burdensome to more and more persons.
The following State citizen-taxpayer research organizations join me In this
statement:
Arizona Tax Research Association.
Colorado Public Expenditure Council (see brief additional comment below).
Connecticut Public Expenditure Council.
Florida Taxpayers Association.
Associated Taxpayers of Idaho.
Taxpayers Federation of Illinois.
Iowa Taxpayers Association.
Massachusetts Federation of Taxpayers' Associations.
Minnesota Taxpayers Association.
Missouri Public Expenditure Survey.
Montana Taxpayers Association (see brief additional comment below).
Nebraska Tax Research Council.
Nevada Taxpayers Association-Has also submitted a separate statement to the
committee.
New Jersey Taxpayers Association (see brief additional comment below).
The Taxpayers Association of New Mexico.
Citizens Public Expenditure Survey of New York.
North Carolina Citizens Association.
Ohio Public Expenditure Council.
Oklahoma Public Expenditures Council-Has also submitted a separate statement
to the committee.
Oregon Tax Research (see brief additional comment below).
Rhode Island Public Expenditure Council.
Tennessee Taxpayers Association.
Utah Taxpayers Association (see brief additional comment below).
Wyoming Taxpayers Association.
Five of the foregoing organizations have made brief additional comments which
follow:
"Colorado Public Expenditure Council is concerned about increasing tax burdens at all levels of government, regardless of the nature of the new programs
proposed. Inasmuch as your statement is based primarily on this concern for increased taxes, you are authorized to add our organization to those who approve
your statement."-Colorado Public Expenditure Council.
"This is another instance where attempts are being made to interject the Federal Government into local and State affairs. Traditionally, care of the aged in
various forms has been the responsibility of (1) parents and relatives; (2) counties and corresponding governmental units; (3) State governments. Inevitably,
programs are now being administered within the States and along with voluntary
hospitalization and medical insurance are meeting the needs of the aged and
others needing medical care.
"Credit should also be given to the medical profession for their assistance at
the local level in solving the problems of caring for those unable to pay usual
fees. The proponents of these various bills fail to admit or recognize that it is
the American tradition to take care of your own problems and help one another.
This is being done by families and local communities and these efforts should be
recognized by Federal offlicialdom."-Iontana Taxpayers Association.
"The New Jersey Taxpayers Association opposes Federal legislation designed
to provide medicare under the old-age, survivors, and disability insurance program. It holds that such legislation would move the Federal Government further
into a field in which American business has demonstrated its ability to meet
individual needs. It would thus constitute a further step toward socialization,
unnecessarily larger government, an the erosion of private opportunity, while
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at the same time increasing the already mounting costs of the social security
systemi."-New Jersey Taxpayers Association.
"A sizable number of our citizens, 65 and oler, call and are taking care of their
medical needs. History has already demonstrated that if such a program is Imade
available, every Toni, Dick, and Mary will fall quickly into line for his share of
a Government handout. Look about you and see how few have refused to accept
their social security checks."-Oregon Tax Research.
"The measure under consideration by your committee is one with bullt-in escalators to increase taxes-not reduce then. While at this time the increase may
be nominal, all recognize that over the years increases will be very substantial
indeed."-Utah Taxpayers Association.

STATEMENT OF THE AMERICAN OSTEOPATHIC ASSOCIATION, SUBMITTED BY CARL
E. .oRRIsON, D.O., CHAIRMAN, COUNCIL ON FEDERAL HEALTII PROGRAMS, WASIIINGTON, D.C.

The American Osteopathic Association appreciates this opportunity for coinment on certain hospital care insurance bills pending before this Senate Committee on Finance, particularly, S. 880, S. 2431, and S. 2705 for your consideration
in connection with the House-passed bill, hI.R. 11865, cited as Social Security
Amendments of 1964.
The association is a nonprofit, tax-exempt federation of divisional societies
of osteopathic physicians and surgeons. Its objects as set forth in its constitution are to promote the public health, encourage scientific research, and maintain and improve high standards of medical education in osteopathic colleges.
Its policies are determined by an elective house of delegates, which meets
annually, chosen by the respective divisional societies.
The house of delegates on July 10, 1961, resolved as follows:
"Whereas the American Osteopathic Association, recognizing that increased
costs of medical care creates a grave socioeconomic l)roblem in certain groups;
and
"Whereas preventive medicine has brought about an increase in tie number
of our aging population; and
"Whereas a significant number of these persons have insufficient income to meet
the increasing cost of medical care: Therefore, be it
"Resolved, That the American Osteopathic Association, recognizing the need
for suitable health plans, offers its assistance and cooperation to all agencies
concerned with providing adequate health care to our citizens and urges imiediate steps be taken to alleviate these growing l)roblems."
The above resolution after annual reconsideration by the house of delegates,
remains unchanged. Implicit in our position is tie commitment of the osteopathic profession and institutions to work with other private organizations and
with Government agencies at all levels for the advanement of the health care
and welfare of the aged. Our committee on health care for the aging and committee on medical care plans operate to stimulate and coordinate corresponding committees at State and local levels.
The osteopathic profe, sion is legally authorized in all the States. Thirty-nine
States and the District of Columbia license osteopathic graduates to perform
major operative surgery an(l to administer all drugs.
The five osteopathic schools of medicine grant the degree of doctor of osteopathy (D.O.). In common with the other medical schools they participate in
the research and training programs of the National Institutes of Health in such
fields as cancer, cardiovascular diseases, arthritis and metabolic diseases, neurological diseases, and mental health, which may be said to bear a primary relation
to aging.
Before being considered eligible for admittance to an otseopathic college,
students must spend at least 3 years in an approved college or university. Most
matriculants have baccalaureate degrees. The professional curriculum of all
osteopathic college requires at least 5,000 hours of instruction over 4 college years.
After receiving the D.O. degree, 99 percent of graduates serve a 12-mnonth
internship In an osteopathic hospital approved for such training. Certification
in a specialty field requires about 5 additional years of training, including
residency and supervised study. Osteopathic specialties include surgery, radiology, anesthesiology, obstetrics and gynecology, pediatrics, physical medicine
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and rehabilitation, psychiatry, internal medicine, dermatology, proctology,
ophthalmology and otorhinolaryngology and pathology.
The Nation's 310 osteopathic hospitals are, for the most part, general hospitals
treating patients of all ages and with all types of illness. Eighty-nine of these
hospitals are approved by the American Osteopathic Association for the training
of interns and residents. Statistics compiled annually by the American Osteopathic Hospital Association show that at present there are an estimated 15,800
available beds in osteopathic hosiptals. During 1963, about 650,000 patients
were admitted to these hospitals and received more than 4,200,000 patient-days
of care. The average length of stay was 6 days. More than 110,000 new babies
were born in these hospitals and more than 310,000 operations, ranging from a
simple tonsillectomy to a total gastric resection, were performed.
Minimum standards of organization and practice for hospitals staffed by
osteopathic physicians and surgeons were first established, and inspection and
approval procedures adopted, by the American College of Osteopathic Surgeons
about 1928. In 1935, the Bureau of Hospitals of the American Osteopathic
Association assumed joint responsibility with the American College of Osteopathic Surgeons. Since 1949, the American Osteopathic Association has had
full responsibility, which it now exercises through a committee on hospitals.
The Committee on Hospitals of the American Osteopathic Association is composed of four representatives of the osteopathic profession at large and a
representative from each of the specialty colleges of surgery, radiology, internal
medicine and obstetrics and gynecology. They are thoroughly familiar with
all phases of hospital administration and are charged with the formulation of
hospital standards which are formally approved by the Board of Trustees of the
American Osteopathic Association.
Any hospital desiring accreditation must submit to a rigid annual examination
by the committee. If the hospital passes this examination it can be officially
listed as registered. Hospitals which are approved for internship or residency
training must pass an annual inspection even more comprehensive than that
for registered hospitals. State and Federal agencies have recognized AOA
accreditations.
S. 880, the Hospital Insurance Act of 1963, otherwise known as the AndersonKing bill, was Introduced on February 21, 1963, by Senator Clinton P. Anderson,
of New Mexico (for himself and Senators Hubert Humphrey, of Minnesota; E. L.
Bartlett, of Alaska; Birch Bayh, of Indiana; Daniel B. Brewster, of Maryland;
Quentin N. Burdick, of North Dakota; Robert C. Byrd, of West Virginia; Frank
Church, of Idaho; Joseph S. Clark, of Pennsylvania; Paul H. Douglas, of Illinois;
the late Clair Engle, of California; Vance Hartke, of Indiana; Daniel K.
Inouye, of Hawaii; Henry M. Jackson, of Washington; the late Estes Kefauver,
of Tennessee; Edward M. Kennedy, of Massachusetts; Edward V. Long, of Missouri; Mike 'Mansfield, of Montana; Eugene J. McCarthy, of Minnesota; Gale
W. McGee, of Wyoming; George McGovern, of South Dakota; Thomas J. McIntyre, of New Hampshire; Lee Metcalf, of Montana; Frank E. Moss, of Utah;
Edmund S. Muskie, of Maine; Gaylord Nelson, of Wisconsin; Maurine B. Neuberger, of Oregon; John 0. Pastore, of Rhode Island; Claiborne Poll, of Rhode
Island; Jennings Randolph, of West Virginia; Abraham Ribicoff, of Connecticut; Harrison A. Williams, Jr., of New Jersey; Ralph Yarborough, of
Texas, and Stephen M. Young, of Ohio).
S. 880 would establish within the social security system a program of hospital,
nursing home, home health, and outpatient diagnostic services to persons 65
or over eligible to receive (or receiving) social security or railroad retirement
benefits financed by an increase in taxes for workers and employers under
these systems, and similar benefits out of Federal general revenue for certain
uninsured individuals 65 or over.
Inpatient hospital services would be provided, but these would not include
medical and surgical purposes except services provided in the field of pathology,
radiology, physiatry, or anesthesiology, and except "services provid(ed in the
hospital by an intern or a resident-in-training under a teaching program approved
by the Council on Medical Education and Hospitals of the American Medical
Association (or, in the case of an osteopathic hospital approved by a recognized
(Lines 15-22, p. 8.)
body approved for the purpose by the Secretary)."
We respectfully request that the parenthetical part of the above quotation be
revised to read as follows:
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"(or, in tle case of an osteopathic hospital, approved by the Bureau of Professional Education, Committee on Hospitals of the American Osteopathic Association) ."
The elements of protection and assurances to the public and to the institutions
ir,volved which warrant specification of the American Medical Association as the
recognized approval agency in the case of hospitals staffed by doctors of medicine
likewise warrant specification of the American Osteopathic Association as tile
approval agency In the case of hospitals staffed by doctors of osteopathy.
Current precedent is provided in the U.S. Civil Service Commission qualification standards for medical officers, medical officer series GS-602, page 8, published March 1963, as follows:
"A. Use of Terms.
"1. Approved internzship. This is training in a hospital or other institution approved by the Council on Medical Education and Hospitals of the American
Medical Association or by the Bureau of Professional Education, Committee on
Hospitals of the American Osteopathic Association for internship training.
"2. Approved residency. This is training in a hospital or other institution
approved by the Council on Medical Education and Hospitals of the American
Medical Association or by the Bureau of Professional Education, Committee oil
Hospitals of the American Osteopathic Association for training in the specialty.
"9. Internships and residencies. The 9-month wartime approved internships
and residences during the period from December 31, 1942, to July 1, 1947, will be
accepted as the equivalent of 1 year.
"4. Accredited preceptorshiptraining. Preceptorship training is training under
the direction of an individual physician who is recognized in the specialty concerned. Such training is not necessarily obtained in the hospital setting. In
order to be accredited, applicants must furnish a certificate of acceptance by an
approved American specialty board In the specialty concerned.
"5. An approved American specialty board is one which has been approved for
the particular specialty by the Council on Meldical Education and Hospitals of the
American Medical Association or by the Bureau of Professional Education, Advisory Board for Osteopathic Specialists of the American Osteopathic
Association."
The suggested language is already included for the sae
I)Url)ose oil page 5 of
the Health Care Insurance Act of 1964 (S. 2431), introduced on January 16, 1964,
by Senator Jacob K. Javits, of New York (for himself, and Senators Keneith B.
Keating, of New York; Clifford P. Case, of New Jersey; John S. Cooper, of Kentucky; Thomas 1I. Kuchel, of California; and Margaret Chase Smith, of Maine),
to provide health care for persons 65 years of age and over through contributory
social insurmce, and a complementary basic national private insurance plan,
Under both S. 880 and S. 2431, automatic eligibility upon agreement to furnisi hospital services under the prograli is granted only to hospitals accredited
by the Joint Commission on the Accreditation of Hospitals, subject to the requirenent of a utilization review 1)lan. The same eligibility should be extended
to osteoI)athic hosl)itals accredited by the Committee oi HIospitals of the Alerican Osteopathic Association.
Specifically, we respectfully request that iinlediately following the words "Joint Commission on Accreditation of Hospitals",
line 3. page 30 of S. 880, or line 5, page 24 of S. 2431, there lie inserted the words:
"or. )y the Committee o1 Hospitals of the American Osteopathic Association".
and that after the word "Commission" page 30, line 7 of S. 8S0 or line 9, page 24
of 8. 2431, there be inserted the words "or Committee", an( that after the word
"Hospitals". page 30, line 11 of S. 880 or line 13, page 24 of S. 2431. there lIo
inserted the words "or til Committee oil Hospitals of the American Osteopathic
Association".
8. 8S0 awd .. 2431 provide tmat unavcredited hospitals ill order to larici'ilpale
woul have to show lha t the institution :
"(1) is primlrily engaged ini l)rovi(ling. by or 1uide'rI lhe suple'rvisioll of
physicianus or surgeons. to inpatients (A) (i.agnoslic services a(li l1h1role1 tic
services for medical (liagnosis. real m1t. 1an( care of injured, (isab led. or sielc
persons, or (B) rehabilitaion facilities an1( svl' ices for tile li'li
litaI ion of
injured. (lsa led. o, sick )(rso1s.
"(2) 11initaims clinic l 1'Vo'ds O111l1 paionts.
"(31 has Ibyla vs In effect \vi Ib resilmet to its slit ft of pitysiiitlls.
"(-4) coaitimtuoly l'ovides I wenly-fou r-hout' nursing s',r\i'h e rmh,'rld ,I- supervised by t regist('red l)rofessioila I nurse.
5 1 has ill effect a bospila ul ilizati ol mlview 11131 which t(,ts
tle re luirelloiltsIof subsect ion ((),
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"(6) In the case of allinstitution in any State in which State or applicable
local law provides for the licensing of hospitals, (A) Is licensed pursuant to such
law or (B) is approved by the agency of such State responsible for licensing
hospitals, as meeting the standards established for such licensing, and
"(7) meets such other of tho requirements prescribed for the accreditation
of hospitals by the Joint Connission on the Accreditation of hospitals, as the
Secretary finds necessary in the interest of the health and safety of individuals
who are furnished services by or in the institution."
We respectfully request that immediately following the words "Joint Conimission on the Accreditation of Hlosptials," as referred to in the above paragraph munlbered (7), and found on page 20, line 01of S. 880 or line 5, page 13 of
S. 2431, there be inserted the words "or by the Committee on Hospitals of the
American Osteopathic Association in the case of osteopathic hospitals."
S. 2705, Iealth Insurance for the Aged Act, to amend the Social Security Act
so as to provide Federal financial assistance for establishing and maintaining
State programs of voluntary health insurance for the aged, was introduced on
April 1, 1964, by Senator Leverett Saltonstall, of Massachusetts (for himself
and Senators J. Glenn Beall, of Maryland; Norris Cotton, of New Hampshire;
Thruston B. Morton, of Kentucky; and Hugh Scott, of Pennsylvania).
The definition of "physician" on page 23 of S. 880, page 17 of S. 2431, and page
15 of S. 2705 provide for osteopathic participation by incorporating by reference
section 1101(a) (7) of the Social Security Act, adopted in 1950, which expressly
includes doctors of osteopathy in the definition of "physician" under the general
provisions of the Social Security Act (64 Stat. 559).
It was through application of the criterion that in order to qualify for inclusion under the term "physician" as used in the Social Security Act generally,
one must be trained in the practice of the healing art in all its branches, that
this committee in 1950. based upon the evidence submitted, found that graduates
of the osteopathic schools of medicine so qualified and included them under
section 1101 (a) (7).
The Congress similarly defined the terms "physicians" and "inedical care" and
"hospitalizat ion'" as inclusive of osteopathic physicians and hospitals under the
provision of the U.S. Emplloyees ('ompensation Act in 1938 (52 Stat. 586).
Previous to that, in 1929, the Congress, in regulating the practice of the healing art in the I)istrict of Columbia, provided: "The degrees docor of medicine
and doctor of osteopathy shall be accorded time same rights and I)rivileges under
governmental regulations" (45 Stat. 1329).
Osteopathic physicians and hospitals generally participate in Blue Cross and
commerciall insurance programs. They are also utilized in the Medicare progrilln for delen(lents of members of the uniformed services, and by the Bureau
of Ealhployees Compensation, and in the Federal emlloyces health benelits progr Ill.
The osteopathic profession and Its institutions can be relied upon to employ
their best efforts to provide and safeguard quality care and to pursue their
traditional role of cooperation In the public interest.
We will be please(l to aid the committee in any way we can.
(Tie locations of our proposed amendments are shown in italic in the attached
excerpts from S.880.)
ExcERi'Ts FiOM S. 880-Io0SPITA\L INSURANCE ACT Or 1963
italic)
(l'roposed osteopathic hospital amenditents shown ill
DESCRIPTIONN OF SERVICES

(Page 7.)
(
'SE(c. 1703. For lmirpos(s of this titl "INPATIENT

HOSPITAL SERVICES

"(a) The term 'inpatient hospital services' means the following items and
services furnished to an inpatient in a hospital and (except as provided in l)aragrajlh (3) ) by the hospital(Page 8.)
"(1) bed and board,
"(2) such m.'sing services and other related services. sueih use of hospital
facilities, attd such medical social services as are customarily furnished by
the hospital for tite care and treatment of tnpatlents, and such drugs,
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biologicals, supplies, appliances, and equipment, for use ill the hospital, as
are customarily furnished by suchlihospital for the care and treatment of
inpatients, and
"(3) such other diagnostic or therapeutic items or services, furnished by
the hosi)ital or by others under arrangemenls with them iiade by tile hospital
as are customarily furnished to inpatients either by such hospital or by
others under such arrangements; excluding however"(4) medical or surgical services provided by a physician, resident, or
intern, except services )rovided in the field of pathology, radiology, physiatry, or anesthesiology, and except services provided in the hospital by an
intern or a resident-ili-traiiiing under a teaching program approved by the
Council on Medical Education and Hospitals of the American Medical Association (or, in tile case of an osteopathic hospital, approved by [a recognize( body approved for the purpose by the Secretary] the Burcau of
Professioal
a Education, Committ ce on iil pital.t4, of the .,lme;rica(m Osteoputh ic association), and
"(5) the services of a private-(iuty nurse.
(Page 9.)
SKILLEDD NURSING

FACILITY SERVICES

"(b) The term 'skilled nursing facility services' means the following items
and services furnished to an inpatient in a skilled nursing facility, after transfer
from a hospital in which lie was an inpatient, and( (except as provided in paragraph (3) ) by such skilled nursing facility"(6) medical services provided by an iteri or resideiitin-raiig of the hospital, with which tile facility is alliliatted or under conunon control.
under a
teaching program of such hospital approved as provided iii subsectioi (a)
t4),
fild

* * *

(Page 10.)

'IIOME

IIEALTII

SERVICES

"(e) The terni 'home health services' Imealls the folloviiig items and services
furnished to an individual, wvho is under the (are of a physician, or by a home
health agency or by others under arraigeients wit h them Iait(Ie by such agency,
tinder a plan (for furnishing such it ,Ills an(1 services to such individual) established and periodically reviewed by a physician, which items aid services are
provided in a place of residence used as such individual's lonie"(6) in the (ase of a home health agen(,y which is affiliated or under common
control with ,. hospital, mIledical services provided by an iniern Or residleat-iiitraining of such hosl)ital, under a teaching program of such hospital approved as
provided in subsection (a) (4) ; * * *
"USE OF STATE AGENCIES

AND OTIER ORGANIZATIONS TO DEVELOP CONDITIONS
PARTICIPATION FOl PROVI)EIS OF SERVI( E

OF

(Page 28.)
"SEc. 1707. In carrying out his functions, relutting to determilation of oildition of particil)ation by providers of services, under section 1706(a) (7). section
1706(b) (8), or section 1706(c) (6), the Secretary shall consult with the Hospital
Insurance Benefits Advisory Council established by section 1712, appropriate
State agencies, and recognized national listinlg or accrediting blo(ies. Such coiiditlons prescribed under any of such sections may be varied for different areas
or different Clusses of iistitut illts or itgellci(s all( laIy. at tle l('que. t of a Stale.
provide (suibjeci to the limitatioi provided in section 1706(a) (7)
higher
requirements for such State than for other States.
"'USEIOF STA4r

AGENCIES AND OriFrr
oltGANW.ATIONS TO I)ETITNIINE CO.MPi.IA.NC: BY
iROVIIIERS OF SERVICES WITH CNIIil IONS OF PARTICI ACTIONN

(Page 29.)
"S:c. 1708. (a ) The Secretary many. lali'sualit to agreement . utilize the ser'-

ices of State health ageli(ies or othir appropriate State agencies for the plurposes

390

SOCIAL SECURITY; MEDICAL CARE FOR AGED

of (1) determining whether an institution is a hospital or skilled nursing facility, or whether an agency is a home health agency, or (2) providing consultative services to institutions or agencies to assist them (A) to qualify as hospitals,
skilled nursing facilities, or home health agencies, (B) to establish and maintain
fiscal records necessary for purposes of this title, and (C) to provide information
which nmy be necessary to )ermit determination under this title as to whether
payments are due and the amounts thereof. To the extent that the Secretary
linds it appropriate, an institution or agency which such a State agency certilie.is a hospital, skilled nursing facility, or home health agency may be treated
a. such by the Secretary. The Secretary shall pay any such State agency,
in advance or by way of reimbursement, as may be provided in the agreement
with it (and may make adjustments -in such payments on account of overpaynments or underpayments previously made), for the reasonable cost of performing
the functions specified in the first sentence of this subsection, and for the fair
,hare of the costs attributable to the planning and other efforts directed toward
coordination of activities in carrying out its agreement and other activities
related to the provision of services similar to those for which payment may be
imade under this title. or related to the facilities and personnel required for the
provisimn of such services, or related to improving the quality of such services.
Page 30.)
(b)(1) An institution shall be deemed to meet the conditions of p'articipation nm(ler section 1706(a) (except paragraph (5) thereof) if such institution
i.,
accredited as a hospital by the Joint Commission on the Accreditation of Hospitals, or by the (ommnittce ott Hospitals of the American Osteopathic Association. in the case of oteopathic hospitals. If such Commission or Conmmittee. as
ai condition for accre(litation of a hospital, hereafter requires a utilization review
plan or imposes another requirement which serves substantially the same purpose,
lhe Secretary is authorized to find that all institutions so accredited by the
Commiissn, or ('ommittec, comply also with section 1706(a) (5).
"(2) If the Secretary finds that accreditattion of an institution by a national
accre(litation body, other thau the Joint Commission on the Accred'tation of
Hospitals. or time Committee on hospitals of the American O.stcopatimc Association, provides reasonable assurance that any or all of the conditions of section
1706 (a), (b), or (c), as the case may be, are met, he may, to the extent he deems
it appropriate, treat such institution as meeting the condition or conditions
with respect to which he made such a finding.
"DEFINITIONS

(Page 19.)
"SEc. 1706.

OF PROVIDERS OF SERVICE

For purposes of this title-"HOSPITAL

"(a) The term 'hospital' (except for purposes of section 1704(d) (2), section
1709(f), paragraph (6) of this subsection and so much of section 1703(b) as
precedes paragraph (1) thereof) means an institution which"(1) is primarily engaged in providing, by or under the supervision of
physicians or surgeons, to inpatients (A) diagnostic services and therapeutic services for medical diagnosis, treatment, and care of injured, disabled, or sick persons, or (B) rehabilitation facilities and services for the
rehabilitation of injured, disabled or sick persons,
"(2) maintains clinical records on all patients,
"(3) has bylaws in effect with respect to its staff of physicians,
"(4) continuously provides twenty-four-hour nursing service rendered or
supervised by a registered professional nurse,
"(5) has in effect a hospital utilization review plan which meets the
requirements of subsection (e),
(Page 20.)
"(6) in the case of an 'institution in any State in which State or applicable
local law provides for time licensing of hospitals, (A) Is licensed pursuant
to such law or (B) is approved, by the agency of such State responsible for
licensing hospitals, as meeting the standards established for such licensing,
and
"(7) meets such other of the requirements prescribed for the accreditation
of hospitals by the Joint Commission on the Accreditation of Hospitals, or
by the Committee on Hospitals of the American Osteopathic Association in
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the case of osteopathic hospitals, as the Secretary finds necessary in the
interest of the health and safety of individuals who are furnished services
by or in the institution.

"DESIGNATION

OF ORGANIZATION

OR PUBLICATION

BY

NAME

(Page 50.)
"SEC. 1719. Designation in this title, by name, of any nongovernmental organization or publication shall not be affected by change of name of such organization or publication, and shall apply to any successor organization or publication
which the Secretary finds serves the purpose for which such designation is
nade."
STATEMENT BY NATIONAL ASSOCIATION OF SOCIAL

WORKERS

Mr. Chairman and members of the committee, the National Association of
Social Workers welcomes this opportunity to present its views on 11.R. 11865
(the Social Security Amendments of 1964) and express its convictions as to the
importance of amending this legislation to include provisions for hospital care
for the age(l.
The National Association of Social Workers is a professional organization with
40,000 members emIployed in governmental and voluntary health, welfare, and
recreational agencies who meet specific requirements as to education and experience in the social work field. The association since 1956 has endorsed at its
biennial delegate assemblies the l)rovision of hospital care for the aged through
contributory social insurance. This delegate assembly, composed of representatives of the association's 165 chapters throughout the country, is the principal
legislative body of tle association. Attached to this statement are the recommendations oi1 comprehensive social insurance and related reconnendation on a
national health program contained in the association's "Goals of Public Social
Policy" last revised and adol)tcd at the 1962 delegate assembly.
The associationsupportsprovisions of 11.R. 11865
While the association supports the general benefits increase provided in II.R.
11865 we have urg(,d in the pasC and urge again that Congress give consideration
to amending tlhe Social Security Act so as to assure continued adjustment of bellefit payments to higher wage levels, national productivity, and a rising cost of
living. Had some such formula been available, it would not have been necessary
to wait 6 years as in the instance of the present legislation to provide some recognition of the financial needs of OASDI beneficiaries. We support the provision
in the House-approved legislation which extends the age of eligibility for chil(Iren to receive survivors benefits, while tiey are in school, to ages 18 to 21.
We support also the provisions in 1I.R. 11865 which would extend minimum
benefits to persons over 72 who have had at least three quarters of social security
coverage since the beginning of the social security system.
Importance of providing hospitaleare for thc aged
The association holds that a hospital care program for the aged should be added
on top of I.R. 11865. We believe that the minimum desirable program for such
losl)ital care is represented in King-Anderson legislation-1.R. 3920 and S. 880.
There is little debate any longer oIl the following points as describing the situation with respect to the substantial number of the aged.
(a) Their poorer health produces the need for more units of medical care;
(b) Per capita expenditures for their medical care are larger as a result
of their greater volume of services;
(c) Their lower-than-average cash incomes that limits their purchasing
power;
(d) Their relatively fixed cash income in a period when units of medical
care are rising in price and widening disparity between their available dollars and the cost of tle needed units of service.
Consequently, substantial bipartisan agreement has developed that the great
unmet need of older persons is for some provision for the costs of health care.
There also seems to be substantial agreement that these needs cannot be adequately met without some govermnntal programm of financing.
It is the view of our associatioll timat the most effective and efficient governmental mechanism for meeting this need is the social security system. Because
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we favor provi(ling the costs of such care as a matter of right, we cannot endorse
any proposals which require Investigation of income and other resources. Support of tile
principle of health insurance for the aged as a matter of right overweighs the possibility that a relatively small. proportion of the aged who are
well to do would also receive these benefits.
The cost of the provisions contained in the King-Anderson legislation would
demand somewhere in the order of 0.6 percent increase in the tax rate above the

tax rate projected in 11.11. 11865 an(l by 1970 would )ro(luce a combined tax of
10.2 percent on employer and employee. At the most, however, this would represent all)t $25 a month for an employee earning $5,4(X for a full social security
coverage. We know of no private insurance plan that for $25 a month (less than
$1 a day) would provide protection for a widow and children, retirement benefits
ann( basic hospital, nursing ]ionie, and home health services for the employee at
age (G-and beyond.
Moreover, it bas been repeatedly demonstrated that less than 50 percent of
the workers today have allearnings taxed and( credited toward benefits in contrast to aho:st 90 percent of the workers in the early days of the program when
the wage base was $3,000. We understand flushing the earnings Iase up to
$6.600 or even $7,200 together with a minimal tax increase above the rate proposed
in IM.R. 11865 would make it possible to add King-Anderson on top of IIR. 11865.
We understand, further, that not until tih(
wage base moves up to at least $9,600
wouhl a1shigh it proportion of workers have all their earnings taxed antd credited
toward benefits as wvas true in the early (luys of the act.
\\e hold that no really significant solution toward meeting the health care
needs of the aged Nvill occur until legislation containing essentially the Ienelits
of King-Anderson is enacted.
The Congress has (h:iollrated in its rapid action
on tile Economic Opportunity Act of 19(;4 (S. 2(-12) its conviction about the
Nation's obligation to the poor. But this Econoimic (Opportunity Act is primarily
and properly directed toward children and yonig leollle and cannot nd shod(
not produce any benefits for older people. We urge a similar concern for older
people.
II.R. 11865 does provide allincrease ill cash belifit.l last affordeil by Co!ngre: s
In 1958 but it is our judgment that tIle key loldem of the elderly poor and tile
elderly who become 1or because of the costs of hosllital care, is tilelack of any
provisions of paying for tile c(sts of sueh hospital cale without the nece.ssity of
these elderly persons becoming the "ceriifiedI
poor." the label placed tipon them

un(ler either a program of medical assistance tied in with old-age assistance or
Kerr-Mills.
The President ill his March 1964 message on tile war on poverty quite )roperly
described the provisions of health care for the aged through social insurance 'as
a basic measure in eonilating poverty aimed at tine elderly of whoin only about
20 percent have 1a11annual iicolie of over $2.000--$1,000 below tile floor for
poverty estalblished 1)ythe Council of Economic Advisers.
The association alpl(re(iates this opportunity to place it,; views before the

Finance Committee.
[Attachauent]
FRoM TIE "GOALS or PUiILIC SOcIAL POLICY"

STATEMENT ON SOCIAL INSURANCE

1. A ('OM1IIiE'NSIVE PRORA(li.M

All workers, including civilian and military personnel, governmental and
railroad eil)loyces, and self-employed persons, should be protected by a single
system against loss of income due to retirement, death of breadwinner, and
l)provision for nledical
periminent disability. Inchlded in this system should
services to covered persons and their lepenldents. Supplemental systenis to provide more adequate protection sloimld be encouraged. Wage earners and salaried
persons should also be protected against loss of income due to unemploylllent
and temporary disability.
FROM TIlE "GOALS OF PUBLIC S0CIA,

POLICY"

STATEMENT ON HIEAlrit

1. NATIONAL IEAITII PIIOG;RAM
A coordinated comprehensive itional health programm vhic(h will assure full
health care to all persons in time population through provision of all the facilities
and medical services necessary to provide full and comprehensive health care
is endorsed. Such a program should be geared to the promotion an( maintenance
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of health, the prevention of disease and disability, case discovery, treatment,
and restorative services. A program applying the principles of contributory
social insurance, tax support, and of group payments is endorsed an( recommended. Services under such a program should assure full health care without
(Iiscrim ina tion.
STATEMENT OF TIlE AMERICAN PUBLIC HEALTiH

ASSOCIATION

The American Public Health Association, founded in 1872, has 13.00) members
plus an additional 23,000 members of State facilities. These members vork in
pl0b1i2 and voluntary agencies-local, State, and National-devoted Io safeguarding the health of the public by measures to promote health, prevent illness,
treat the victims of disease, and rehabilitate them to social usefulness. The
members of the association represent a wide variety of health disciplines, inCluding pIhysicians, dentists, nurses, engineers, laboratory and social scientists.
nutritionists, health educators, social workers, an( medical care an( hospital
administrators-men and women who are (laily confronted with tile health needs
of individuals and the organizational and administrative problems which must
be solved if those needs are to be met.
Support of S. 880
The American PIublic Health Association sulpports the princ'iples embodied ill
S. 80 as major steps in improving the health of the age(d. The governing ('ounil
of the association, at its annual meeting in November 11961, resolved that "the
American Public Iealth Association support alplropriate proposals, including
social insurance mecllanisis, to provide for the sound finan(ing of adequate
health services, to be available to tile aged individual without a mellans test aill
on a paid-up basis without additional fees or payments for covered services, if)
institutions, outpatient departments, and organized) home care programs."
Tie position taken by the association vas based on the recognition that "good
health care is becoming more expensive to provide for the aged because of their
high illness an( dismbility rates, the increasing complexity anl rising costs (of

good care, the growing number of aged persons and their relatively small personal
financial resources."
The American Public IHealth Association supports S. 880 because it realizes
that, just as the needs of the aged for food, clothing, shelter, an other necessities of life coull not be met by public assistance, so tihe urgent need of the
igel for health care--which 1oms so large ill the life of the aged that it is
alhiot an understatement to call it a necessity of life-cannot be met by public
assistance. In 1953, the Congress recognized this need for other nec(essities
of life by enacting the Social Security Act; S. 880 extends this now traditional
approach to inclu(le health care, which is, for tile aged, nort only a necessity but
a determinant of life, a service the pIresence or absence of which can often mean
the difference between life and death.
S. 880 and Kerr-Mills are complementary
For tile aged today, public assistance is a "residual" or supilementary prograin, necessary for those without social security or other insurance protection,
for those with insuffent income from these and other sources, and for those
wio would otherwise be able to manage but whose resources are (lelieted by
large expenditures for health service. S. 880 would likewise make public
assistance for health care of the aged a "residual" or supplementary program,
necessary for payment of costs for physicians' and other health services which are
not covered by the social insurance program, by private insurance, or the individual's financial resources.
The American Public Health Association believes therefore hat it is unsound
to counterpose social insurance health care for the aged and the Kerr-Mills
and other public assistance medical care programs. Just its for the other
necessities of life, social insurance for health care is designed as tihe basic means
of financing for tile aged, while the role of public assistance is to ie(et tile
nee(s which remain ulncovere(d. Both programs are necessary and complementary.
For this reason the Aiierica.n Public Health Association, inthe resolution referred
to previously, also declared its support for "adhitional appropriate Federal, State,
and local efforts to improve the financing and dequacy of health services for
needy and me(lically needy aged persons through the sulpplemntary public
assistance programs an(1 through other mleans such as medical care programs
S3-453-
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administered by health departments, and for all aged persons through public
health and related programs."
The Kerr-Mills program needs to be Implemented in all of the States, to have
greater State financial participation, to have less stringent eligibility provisions,
and to provide more adequate benefits. Passage of S. 880 would make it possible
for Kerr-Mills and the ol-age assistance programs to 1)e relieved of the
tremendous burden of hospital costs and to devote more resources to )hysicians'
services and other elements of health care which would not be covered by social
insurance.
Importance of noninstitutionalcare
The American Public Health Association also pointed out in its resolution
that "adequate financing is essential t) support comprehensive health care of
high quality for the aged." S. 880 provides some but not all elements of such
comprehensive care; it includes inpatient hospital services, skilled nursing facility services, organized home health services, and outpatient hospital diagnostic
services, but it excludes other elements such as physicians' services and outpatient hospital treatment services.
The need to develop a program to finance such services as the latter has been
well stated by the recent report of the National Committee on Iealth Care of the
Aged, which was formed in 1962 under the chairmanship) of Arthur S. Flemming,
and which recommends a complementary program of private health insurance
to cover the major clusters of expense for physician care and other noninstitutional services for the aged. The American Public Health Association believes
that adequate financing of comprehensive health care of the aged requires serious
attention to the l)roblems of financing physicians' services. It therefore urges
careful study of the recommendations by the National Committee on Health Care
of the Aged and all other proposals to assure more adequate financing for this
major component of the costs of health service.
However, we oppose the recommendation by the National Committee on Health
Care of the Aged that the services of home health agencies in the social insurance program be limited to those provided under the supervision of a hospital.
Organized home health services in the United States are provided today primarily by visiting nurse associations, local health departments, and combination
agencies using the resources of these two types of agencies; programs supervised by hospitals are few and far between. The services provided by these nonprofit voluntary and public agencies are of demonstrated high quality; they serve
the entire community, including patients who have been cared for in ill hospitals
in the community, and provide a program which is beyond the capacity of many
community hospitals. To exclude such programs from the benefit structure of
S. 880 would delete an essential part of health care for the aged and would
increase the total costs of the program by restricting benefits almost exclusively
to expensive and often inappropriate institutional care.
S. 880 represents, in the opinion of the American Public Health Association, a
distinct improvement over the previous administration's proposal (87th Cong.)
in a number of ways. We shall comment briefly on several of the'!e.
Deductibles
The bill permits individuals to elect 45 (lays of hospital care without a deductible rather than 90 (lays with the deductible. This election must be made at the
time the individual becomes eligible, and the choice is irrevocable. Although this
Is a step in the right direction, we believe it would be preferable to make the 45
days without deductible the standard benefit, and the 90- and 180-day benefits
with deductibles elective. The bill as presently written will probably result in
most aged persons being covered by the 90-day-deductible standard benefit. We
reiterate our conviction that the deductibles for inpatient and outpatient hosplal services will prove harmful to the health of aged persons. Many older persons will thereby be deterred from seeking health care wheu needed, and the
result will be the postponement of care until illness Is far advanced. We also
urge, therefore, that the deductible for outpatient diagnostic services be deleted.
Eligibility of skilled nursing facilities
The bill limits eligibility of skilled nursing facilites to those affilated or under
common control with a hospital. In our statement on the previous proposal
(S. 909, 87th Cong.) we urged adoption of the same criterion that is used for
home health agencies; namely, limitation to public and private nonprofit organizations. We ind the present criterion acceptable In that it will exclude the
large number of markedly substandard nursing homes from eligibility. It will
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also encourage many suitable nursing homes to become affiliated with hospitals,
with a consequent improvement in the quality of care provided.
Role of Srate health agent ies
The bill expands the potential role of State health agencies in the program by
permitting inclusion, through agreements with the Secretary of Health, Education, and Welfare, of functions beyond the determination of eligibility of institutions and rigencies and the provision of consultative services to them. These
added functions include plamli.g and other r efforts directed at coordination, as
well as other activities related to the provision of services, the facilities and personnel required for their provision, and the improvement of the quality of such
services.

We consid. r these additions of the utmost importance, for we believe it highly
desirable for each State to plan for the deve, 'pment of services. Such planning
should be concerned not only witi the simple availability of services but should
aim toward (ontiluity of care and other desirable features designed to improve
the quality of health services for the aged. The favorable effect of such planning
can be seen in the hospital planning and construction program whereby many
States have moved far in tie direction of rational development of facilities for
healtl' care.
The American Public Health Association, in its resolution on financing health
services for the aged, urged utilization "of the strong Federal-State-local health
department relationships to assure the best planning and administration at the
State and local level and the highest quality of service throughout the country."
We believe that the added potential role of State health agencies permitted by the
bill can, if given vigorous cooperative implementation by the Secretary of Health,
Education, and Welfare and the State departments of health, result not only in
obtaining more adequate financing of health services for the aged but also in
filling the gaps in personnel, facilities, and services more rapidly, in facilitating
continuity o.V care for the individual patient, in achieving greater emphasis on
preventive and rehabilitative services, and in markedly improving the quality of
lien Ith care for the aged.
STATEMENT OF G. E.

LEIGHTY, CHAIRMAN OF TIE RAILVwAY
AsSOCIATION

LAnon ExE!CUTIVES'

Mr. Chairman and members of the committee, my name is G. E. Leighty. I
appear here on behalf of the Railway Labor Executives' Association, which
is an uuincorporatcd association of the chief executive officers of the standard
national and international railway labor organizations, representing virtually
all railroad employees in this country, pursuant to the provisions of the Railway
Labor Act.
The Railway Labor Executives' Association is vitally concerned with the administration of the Railroad Retirement Act, which provides for a social
insurance system covering the railroad industry. Although the coverage of the
Railroad Retirement Act and tile Social Security Act is, in general, mutually
exclusive, the two systems are closely coordinated with respect to certain financial
and benefit provisions. Because of this, existing law provides that any increase
in tax or benefit rates for the social security program would result automatically in a like percentage increase in tax rates, and in some increase in
certain benefits, for the railroad retirement program .
The bill H.R. 11865 ignored these two essential coordinating provisions (1) by
failing to include (as it has included many times In the past) the necessary
conforming amendments for benefit purposes and (2) by adopting, instead, an
amendment (see. 16(d) of the bill) which would preclude the taking account
of the social security tax increases, proposed by the bill, for the automatic railroad retirement tax increase.
Analysis of the amendnmients proposed by SenatorDouglas
Taxes.-Section 5(k)2 of the Railroad Retirement Act provides that the social
security trust funds be left in the same financial position in which they would
have been had railroad service been employment subject to the Social Security
Act and the Federal Insurance Contributions Act. This is generally referred to
as the financial interchange provision between the tw4 systems. To give effect
to this provision the railroad retirement account is charged with the taxes that
would have been paid in support of the social security systems under the
hypothesis described above, and the social security trust funds are charged with
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the benefits that would have been paid from these funds under the same
hypothesis. Every year the Board and the Social Security Administration reach
an agreement as to the necessary transfers to give effect to this provision.
Transfers are then made accordingly from the social security trust funds to the
railroad retirement account, or contrarywise, if the determination so requires.
However, In the past several years substantial transfers have been made to the
railroad retirement account and it is anticipated that the transfers will be in
favor of the railroad retirement account for some time to come. Because the
financial condition of the railroad retirement system, as determine(d on an actuarial basis, is thus affected by the effective social security tax rate In years to
come, existing law provides that the tax rates established by the schedules in
the Railroad Retirement Tax Act would be automatically increased by the
,mount which the effective social security tax rate for the current year exceeds
2% percent.
Section 16(d) of the bill H.R. 11865, however, would amend the Railroad Retirement Tax Act so that the automatic Increases referred to above would be
geared solely to the social security tax schedule under existing law. This means.
of course, that changes in the social security tax rates schedules effected by
H.R. 11865, or any other legislation enacted in future years, would have no effect either to increase or decrease the railroad retirement tax rates. The niajority of the Board believes that this would have a serious adverse effect on the
railroad retirement system, for the reasons set forth above.
The amendment offered by Senator Douglas would delete section 16(d) from
II.R. 11865 and thereby cause H.R. 11865 to have no adverse effect on the Railroad Retirement Tax Act.
Social security minim um provision o) the Railroad Retiremcnt Act
In recognition of the fact that the tax rates paid by employees in support of
the railroad retirement system are higher than the social security tax rates, and
other considerations, existing law provides that benefits for a month based on
an employee's service shall in no ease be less than 110 percent of the amount, or
the additional amount, which would be payable to all persons for that month
under the Social Security Act if the employee's railroad service had been eniployment subject to the Social Security Act. About 90 percent of the benefits
for survivors under the Railroad Retirement Act and about 15 percent of bellefits payable during the lifetime of an employee are paid under this mininiun
guarantee provision. This provision is very important to railroad employees an(l
reliance upon it is widespread. To weaken the application of this principle to
in any way, would, in my view, constitute a
any extent, or to depart from it:
breach of faith with the railroad employees.
In the application of this provision under II.R. 11865, benefits under the Social
Security Act would have to be calculated in the amounts that they would have
been under the Social Security Act without the changes H.R. 11865 would make.
Thus the 5-p)ercent across-the-board increases in social security benefits and the
increases resulting from the raise of the yearly wage base to $5,400 could not be
taken into account with respect to benefits under the Railroad Retirement Act
payable under this guarantee provision.
To remedy this situation, the proposed amendments would amend section 1 (q)
of the Railroad Retirement Act to minake references in the Railroad Retirement
Act to the Social Security Act as amended in 1964, rather than to that act as
amended in 1961, as section 1(q) now provides. Similar changes in section 1(q)
have been made as a matter of course, on many occasions in time past, through)
bills approved by this committee, without the formality of a request from the
Board.
A waUal car1 igs for clculatingsurvivor benefits
Benefits for survivors of railroad employees, with an exception not material
here. are )aid either under the Railroad Retirement Act or under time Social
Security Act, but not under both. In general, benefits are paid under the Railroad
Retiremient Act where the employee had a current connection with the railroad
industry at the time of his death. In the payment of these survivor benefits,
credits for railrod service ai1(1 for employment subject to the Social Security
Act, are comlblncd In determining eligibility for. and tie a mount of, benefits. It
is apparent that many railroad employees also have substantial emmiloymnet
credits mnder the Social Security Act.
In the calculation of survivor benefits under the regular railroad retiremnent
P mul1, as much as $5,-t00 in compensation for railroad service for a year may
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be used. However, although the bill H.R. 11865 would increase the present maximum wage base from $4,800 to $5,400, the bill would limit the social security
wvage credits that can be used to bring the combined earnings only to $4,800, the
p)resent maximum creditable wage base under the Social Security Act. The proposed amendments, however, would l)ermit the use of vage credits to bring the
combinedd creditable earnings for a year to $5,400 instead of $1,800 as at present.
This would be effected by a change in 5(1) 9 of the Railroad Rfetirement Act.

Beiiefits for childr n over age 17 while attcnding school
The bill I1.R. 11865 provides benefits for children who are over age 17 but less
than age 22 while they are attending, on a full time basis, a recognized school.
Under l)resent law, children over age 17 can be eligible for benefits only if they
are disabled. It is al))arent that the children of deceased railroad employees
should have the same rights. The proposed amendments would provide rights to
benefits under these circumstances for children of railroad employees.
The Railway Libor Executives' Association strongly urges the adoption of
these amendments proposed by Senator Douglas.
We are informed that the total effect of the bill with Senator l)ouglas' amendments on the financial condition of the railroad retirement system would be to
increase the costs of the system by $6.4 million a year causing the projected deficit
to be $25.4 million a year, or 0.60 percent of taxable payroll, as conmparel with the
l)resent deficit of about $19 million a year or 0.43 percent of taxable payroll. In
the light of the importance of these changes, the slight increase in the deficit is, in
my Opinion, justified.
I am authorized to say that a majority of the Railroad Retirement Board is in
favor of the amendments proposed by Senator Douglas.
(WVhereup)oI),

at 11 :50 a.m., the colnmittee adjourned to ireoUvelie

at 10 a.m., Thursday. August 13, 1964.)

SOCIAL SECURITY; MEDICAL CARE FOR THE AGED
AMENDMENTS
THURSDAY

AUGUST 13, 1964

U.S. SENATE,
COMMITrEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10:10 a.m., in room 2221,
New Senate Office Building, Senator George A. Smathers presiding.
Present: Senators Smathers (presiding), Gore, Talmadge, Ribicoff, Williams, Carlson, Bennett, and Curtis.
Also present: Elizabeth B. Springer, chief clerk: and Fred Arner
and Helen Livingston, of the Education, and Public Welfare Division,
Legislative Reference Service, Library of Congress.
Senator SMATERns. The committee will come to order.
We are happy to welcome as our first witness this morning Dr. Norman A. Welch of the American Medical Asqociation, accompanied by
Dr. Edward R. Annis, from the State of Florida.
We are delighted to have them both here. Would you gentlemen
come up here and warm up jhat microphone so that. everybody might
"I
hear you?
When you are ready, Doctor, you just. o right ahead in your own
style and in your own fashion.

STATEMENT OF NORMAN A. WELCH, 14-., PRESIDENT, AMERICAN
MEDICAL ASSOCIATION; ACCOMPA, ED BY DR. EDWARD R.
ANNIS, IMMEDIATE PAST PRESIDENT F THE AMERICAN MEDICAL ASSOCIATION
Dr. WELCh. Mr. Chairinan and tile :bers of the committee, I am
Dr. Norman A. Welch of Boston. prlAlent of flio American Medical
Association on whose behalf I am api 5 ring here today.
I am here to reaffirm the AMA's "itg-tanding opposition to the
r social security, and will excompulsory coverage of plvysiciinis u
plain the profession's views on this iss
With me is Dr. Edward R. Anis
Fla., immediate past
president of the AMA. At, the coucl n. of my statement, Dr. Annis
will testify on the vital question of pi 'iding Government health care
for all the Nation's aged regardless of their financial need through increased payroll taxes on the American workingman and his employer.
On both'of these issues, Mr. Chairman, we are expressing the position which has been taken by the AMA House of Delegates, the policymaking body of our association. Tile house speaks for the AfA
membershipl'which now exceeds 200,000, representing over 70 percentt
.'Miami,
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of the physician population of the United States. Delegates to the
house are democratically chosen by the constituent State societies.
Membership also includes delegates from the armed services, the
Public Health Service, the Veterans' Administration, and AMA's
scient i tic assenl)ly.
As long ago as 1949 the AMA House of Delegates went on record as
i)eing opposed to the inclusion of physicians under title II of the
Social Security Act. In June 1954, the house adopted the AMA's present policy specifically opposing compulsory coverage, and it has reiterated this stand at almost every meeting since then. We believe the
roIisoIs for such action are clear and readily i Inderstandable.
The arguments for coml)ulsory inclusion of all physicians in the
system at one stroke, regardless of their personal desires, simply cannot be applied to individual inenibers of the medical profession. A
self-efvi)loed doctor can rarely count on retiring on becoming 65.
Physiciains who are able to work prefer to keep right on practicing
medicine. This is because they can still utilize their knowledge and
skill to minister to sick people, and because sick people still want these
physicians to continue to serve them. The physician doesn't suddenly
lose his ability when he reaches age 65. Nor dIoes ti intimate physician-patient relationship suddenly come to a halt. His concern for
his patients continues beyond his birthday and, similarly, the patients'
needs for his care bear'no relationship'to a retirement age written
into a law.
To repeat: Any program which is built around a 65-year-old retiremnent age simply does not fit the life pattern of most doctors.
T,has often been said that the only way a self-employed physician
ca,. actually retire is to move out of the community in which'he has
practiced. 'This observation was published in the printed hearings of
this committee 10 years ago, on July 6, 1954, when other social security
amendments were'being considered.
A survey of physician retirement has shown that over 85 percent
of the doctors between the ages of 65 and 72 are in active practice.
Over 50 percent of the physicians who retire do so after the age of
74. Most of them are well able to care for themselves during their
rema inmnr years and to provide for their widows.
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. 'Onthe other hand, the same pressures to continue
work do not exist for most gainfully employed persons in other occupations. Upon retiring at, or near, the social security retirement age,
they stop paying the tax and begin to draw their pensions. For the
self-employed physician, this would constitute an inequitable situation.
S'We recognize 'that the proposal under consideration would carry
survivorship benefits for a physician's widow and minor children,
in addition to its retirement features. Quite frankly, our information
is that most members of the profession prefer to continue to protect
thoir families through existing private insurance mechanisms.
There is no doubt that many older physicians entering the system
now would eventually reap windfall benefits-the difference between
what they paid in and the cost of their pensions to the Government.
But as official spokesman for the profession, I can say here today that
physicians as a group do not seek "bargains" of this kind at the expense of younger taxpayers and future generations.
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Plainly, the retirement needs peculiar to the medical profession
require an altogether different approach. Mindful of this fact the
AMA strongly supported enactment of Public Law 87-792, the SelfEmployed Individuals Tax Retirement Act of 1962. This law is
designed to provide prepaid pensions for all who are willing to save.
It enables self-employed persons to set aside a portion of their current
earnings, on a tax-deferred basis, for themselves and their employees,
for their retirement.
We have said before, Mr. Chairman, and we repeat: We believe
that our country is so diversified and that the people earn their livings
under so many different condtfi6ns that i'tis'wise public policy for
the self-employed to be"hccorded the opportunity.to participate in
at flexible retirement 9ystein on a voluntary basis. It fits the economic
,
pattern of their liV6s.
For the reasons outlined here, we submit that section 8 of the pending legislation represents action Which \would beboth unneces'aary and
We urge the committee tb reject it.
unreasonable.
And now with your permission, Mr. Chairman, Dr. Annis will continue our presentation.
Senator SkATIMRS. Doctor, did y6u make the statement with repect to section 8 relating to ypuI position with respect to coverage of
doctors before the House Wayk ard Means Committee?
Dr. WELCH. I don't think this cime' up. It did hot come up,
- ! ;,,
I
Senator.
Senator SMATIERS. The matter did not 'come up before the 1iduse
I
, "
I (
Ways and Means CoiMmittee? \
Dr. WELiiC. Not at the time that.,w'ere having dour hearing.

Senator SMATIMs. Yes.

1

t

Senator BtI1COiiFr. Mr. Chairman, I wonder if wecouldn't' ask a
few questions"'on this phase before we go to the'second phase.
Senator SirA.IEIms. Yes,'iiideed.
Senator Gor.dQ you have any questions?
Senator Goum. Doctor, could not the same statenien you have just
made, except for the p-'atient-doctor relationship, be mafide with respect
to lawyers?
Dr. WELCh. I suppose it coi]d b ;Sena fti. "
Senator GoR,. What about architects?
Dr. WWEcIz. Well, I am not familiar enough with th' architects'
situation to be able to answer your question.
Senator Goer. With the exception of teachers, the members of most
professions will be at the peak of their earning capacity in their sixties. That would certainly be true of lawyers, would it not?
Dr. WELCH. Well, again I couldn't be sure. I would assume you
are probably correct, Senator, but I could not be sure about it. I
don't know the various age categories or income levels of attorneys.
Senator GoRE. Well, my knowledge is not precise either. I was
merely trying to indicate to you that many other groups, particularly
professional groups, would have earning-age situations not unlike that
of doctors.
I agree with you that if a doctor maintains his health, he is very
useful and very much in demand at 65, even at 70. Unfortunately,
doctors have no more assurance of being in good health at 65 or 70
than most of us do.

(9'
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There are few certainties in this life. This was the only point I
wished to make, Mr. Chairman.
Senator SIxATEIRS. Senator Carlson, do you have any questions?
Senator CARLSON. Dr. Welch, how recently have you conducted a
referendum on the feeling or thinking of the physicians as to inclusion under the social security program ?
Dr. WELCh. We have not conducted a so-called poll of physicians
by the American Medical Association. Our decision in this matter
has been made by the house of delegates which is representative of
physicians throughout the United States and is selected on the basis
of 1 delegate for each 1,000 members of the American Medical Association in each State.
We feel this is a representative type of govermjnent, aid these individuals ]tol hearings on the subject in what we call reference coinmittee meetings which are similar to the hearing which you are holding
hIe mosL recent of these was the middle of June, less than
here today.
2 months ago, when the house voted against inclusion of physicians
in the social security program.
Senator CARLSON. I would state that the doctors and physicians in
my own State, by writing, have certainly expressed, generally expressed, their opposition to inclusion.
However, we had some testimony before this committee within the
last day or two that questioned the method and the reliability of the
referendum or poll tha' you have taken.
Have you anything to say on that?
Dr. WELCI. Well, we actually, as the national association, have not
taken a poll. There have been polls taken in various States, the results
of whic h are a little bit difficult to interpret because of the difference
in the way that the question was asked in the poll.
For instance, in one State there was a vote for inclusion of physicians by the vote of the majority opposing it if a bill like the Keogh
bill were passed. The Keogh bill has been passed, so the actual situation in that State would be in opposition to inclusion of physiciaSenator CAILSON. That is all, Mr. Chairman.
Senator SMATHERS. Senator Ribicoff?
Senator RIiuCOFF. You say, Doctor, that physicians aren't in favor
of being covered by social security.
IHow about the doctors in Massachusetts?
Dr. WnLCh. The doctors in MassachusettsSenator Rmilcorr. That is your home State.
Dr. WELCH. Yes, it is, Senator. The doctors' in Massachusetts have
voted in a poll for social security coverage.
Senator RiBIcoFF. The vote in Massachusetts was 3,253 to 988, is
that right?
)r. W ,Li~r. You may be right, Senator, I don't know.
Senator Rilacopr'. So basically when you talk about how doctors
feel you are not talking about doctors' feeling in your own State of
Massachusetts.
Dr. WELcI[. This would be true, but again, Mr. Senator, I am not
sure how the question was asked. At times a question has been
asked, Are you in favor of inclusion under social security? and when
a second question has been asked, Are you in favor of voluntary inclusion? the question is answered differently. Therefore, I can't answer
you as to Just exactly how this question was asked in the poll taken
in Massachusetts.
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Senator RiiucoFr. How do you think doctors feel in the State of
Connecticut, right next to Massachusetts?
Dr. WiuLUmi. I would have to rely on you for that, Senator.
Senator RIBICOFF. Would it surprise you to know that in a poll in
Connecticut that doctorss voted 1,391 to 504 for inclusion in social
security?
Dr. WELCh. It wouldn't surprise me if you say so, Mr. Senator.
Senator RiwiCoFF. Iow about the State of Illinois?
I)r. WELC. I can't give you the figure.
Senator Ruicovi'. 3,964 to 1,962 to include-to be included under
social security.
Senator SATrTHES. What State, was that ?
Senator RnBIcoF'. Illinois.
Senator SMIATIuE1S. l)o you have Florida there, just as a matter of
curiosity?
Senator RIIIICOfF. Yes.
The vote in Florida was 957 for, 714 against of those who replied.
Dr. ANNI. Mr. Smathers, may I
Senator SIWXiS. I wonder if the distinguished Senator from
Connecticut would tell us who took this poll?
Senator RiBicoi'F. Well, these polls were taken by different methods,
by different groups, and different people.
They were discussed by Senator MeNamara in the Congressional
Record of June 13, 1963, at pages 10217-10219. These are the figures
that I am taking out of Senator McNamara's statement placed in the
Congressional Record. I would like to include the poll results in the
record at this point.
I believe that one of the physicians who testified the other day also
submitted for the purpose of the record some statistics.
Senator SMATITERS. Wiihout objection, we will put that in the
record.
(The figures referred to follow:)
Results of 18 ,State po18 of plhysicians on the issue of social security coverage
State
Arkansas -------------------------------------California I-------------------------------------

Connecticut ----------------------------------Delaware -------------------------------------District of Columbia --------------------------Florida ---------------------------------------Georgia --------------------------------------Illinois ---------------------------------------Maine -----------------------------------Massachusetts --------------------------------Michigan ------------------------------------Minnesota -----------------------------------New Jersey ----------------------------------Ohio -----------------------------------------Oklahoma ------------------------------------Pennsylvania ------------------------------South Dakota --------------------------------West Virginia -------------------------------Total -------------------------------------

For
coverage
167
0 35
1,391
135
550
957
496
3,9064
-- 369
3, 253
1,781
817
2,174
4,095
440
- 5,605
155
436
27,426

Against
coverage
590
?72

j04
85
192
714
539
1, 96
2!l0
V88
),048
1 030
Q16
2,73,
761
3,335
104
237
16,330

Total
voting
763

1. 007

i,895
220
742
1,671
1,035
5,920
579
4,241
2,820
1,847
3,090
0,832
1,207
8,940
259
673
43, 756

Number of
physicians
in
the State
1,W533
2, 104
3,782
522
2,252
4,013
3,288
11624
88
8,274
7,823
4,080
0,6094
10,616
1,999
13,821
456
1,582

I

95,951

The California poll is a 1-in-10 poll of the State's 21,015 physicians, conducted by the Honest Ballot
Association.
SUMMARY OF 18 POLLS
27,426 physicians favor coverage; 62.5 percent of all physicians voting.
10,330 physicians oppose coverage; 37.5 percent of all physicians votig.
The 43,756 physicians who cast "yes" or "no" votes represent 40 percent of all physicians in these States.
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Senator BENNETr. Does that show the year in which each of these
polls were taken?
Senator RIrIcoFF. No, they don't. They don't show the years as I
see it, Senator Bennett. They came over -a period of time, I would say,

different times during the last 4 or 5 years.
Dr. VELCH. Mr. ChairmanSenator SMATHERS. Yes, sir, Doctor.

Dr. WELCh. Florida is one State in which the expression changed
pending the passage of the Keogh bill. So that if the Keogh bill were
passed, 58 percent of the physicians would then oppose social security.
Senator RmircoFF. Are you aware of a publication called Medical
Economics?
Dr.WELCH. Yes, sir, I am.
Senator RIBICOFF. Is it a reputable magazine?
Dr. WELCh. I would say it is a very widely read magazine on the

particular subject with which it deals.
Senator RInBICOFF. On the different phases of medical economics?
Dr. WELCH. Yes, that is true.
Senator RBICOFF. Does it have a fairly wide circulation among
doctors?
Dr. WELCH. Yes, it does.

Senator RiBICOFF. Would it surprise you or do you recall that an
independent poll conducted by Medical Economics showed nearly
2-to-1 majority in favor of coverage under social security by the
doctors?
Dr. WELcr. A gain I would not be able to comment
this,
not
knowing the number of people who replied to the poll andonnot
knowing the type of question that was asked.
Senator RIBICOFF. What I am curious about is, why hasn't the AMA

the courage to poll its own members, under your own auspices by a
questionnaire that you send to them?

T am curious after so many

years yours is the only expression excluded, and why you have never
undertaken to poll your own members of thu AMA.
Dr. WELCH. Senator, I don't think it is a matter of courage. There
is a great deal of education involved in this. I will tell you of a
little experience I had 2 weeks ago that illustrates the education that
would be necessary to conduct a poll that would be worth anything.
I sat down to lunch in a drugstore next to a doctor whom I had known
for a great many years who is approximately my age.. He said, "Why
doesn't the American Medical Association favor the inclusion of physicians under social security?"
I asked him, "When are you going to retire?"
IHe said, "I am not going to retire."
He had a mistaken idea that if he were included under the social
security program when he got to be 65 years of age he would automatica1ly begin to get a check.
I think this illustrates very graphically tho problem which the
American Medical Association would have in polling the physicians
throughout the country, just the same as I believe the Congress of
the United States would have difficulty in having a referendum on
every subject which was being considered.
Senator RIBICoF'. Doctor, do I understand you to say that the
doctors of America have a lower standard of intelligence than the
average person in America?
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Dr. WELCH. Oh, no, I wouldn't say that at all, Senator.
I think
a lack of information does not involve a matter of intelligence of the
individual.
Senator RIBICOFF. Well don't you think the doctors know about as
much of what goes on as the average worker in America, all of whom
are covered?
Dr. VELCH. Well, this depends upon, when you say what goes on,
what you are talking about.
Obviously this physician had no appreciation of what the social
security system is.
Senator RIBiICoFF. But a man who works with a pick and shovel or
works in a grocery store or insurance office does not get an automatic
retirement benefit if he works after 65 either; isn't that correct?
Dr. WELCH. Yes, this is true.
Senator RIBICOFF. So in this respect he is exactly the same as the
doctor.
Dr. WELCH. This is true. I am just answering your question about
why we have not had the courage to hold a poll. It has nothing to
do with courage, it is a matter of judgment, a matter of decision of the
house of delegates which represents the physicifans of this country.
Senator RuncoFF. Well, how about the wives and children of
doctors?
Dr. WELCH. You mean protecting them?
Senator RIBIcOFF. Yes.
Dr. VELSH. Well, I thinkSenator RImICOFF. Under survivorship.
Wr. WELCh. Yes, I think this is important to sone in(lividuals. I
think when a young physician dies and leaves a family of small
children, this becomes a very important consideration to the people
who know him. But I think again you weigh the advantages in these
particular situation against the overall picture, and you cannot be
swayed by the emotion that occurs in an occasional case of this
tye-Senator RIBiCOrF. Have you ever known of a doctor aged 35, 37, or 40
who has died, leaving a widow with two or three children?
Dr. WELCH. Yes, I have, naturally. I have been in practice for 35
years in a large metropolitan area. Physicians that I] have known
personally have died at a young age. I have known of those unfortunate situations.
Senator RiBICOFF. And certainly between 35 and 40 a doctor hasn't
been in practice long enough to start having put aside a nest egg.
Dr. WELCH. Generally, I would agree with you. However, many of
them do have a substantial amount oflife insurance.
Senator RumIcOFF. But many of them don't.
Dr. VELCIh. Yes, I would agree with you.
Senator RImICOFF. At that age.
Dr. WELCH. I would agree with you, Senator.
Senator RmicoFF. Don't you think that the widows and orphans of
doctors are entitled to as much protection as the widows and orplhans
of dentists and architects and day laborers and clerks and plumbers?
Don't you think that the family of doctors are entitled to protection ?
Dr. WELCH. Well, you put this again on an emotional basis.
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Senator R1iICoFF. I am not putting it on an emotional basis at all,
Doctor. I am putting it on a very practical basis that covers every
widow and every orphan of every occupation and protection in America with the exception of doctors, and I am just asking you why there
should be a difference to those widows and those orphans.
Dr. WELCH. Well, theoretically there should t be any difference,
but as I said, we are looking at the practical overall picture with
respect to a lax rivogr'am. 'rhi's is, I believe, the reason why the American Medical Association Douse of Delegates has taken a stand against
it as a practical measure, notwithstanding the existence of cases that
would involve a great (teal of sympathetic emotion.
Senator Ruicor. No further questions, Mr. Chairman.
Senator SMATHERS. Senator Will ia ins?
Senator WIrLIAM S. doctor , what was the vote in your own organization among the delegates?
Dr. WiLr,cur. I think it was ap)jroximately 50 percent of the doctors
in the State. There were 3,253 in is
favor,
9,838.988 against. The total number of physicians in Massachusetts
Senator WILLIASS. I didn't mean that. I ineant in the national organization; you said you had 1 representative for each 1,000 doctors.
Dr. WELCh. Yes.
Senator VILrAMrS. It is those representatives, as I understand it,
who took the vote against the inclusion; what was the vote among those
delegates rel)resented in your own organization?
Dr. WrELcIr. I can't give you the exact figures. The best 1 can tell
you is it was approximately 2 to 1.
Senator WILLIAMS. Thank you.
Senator SMATHIERS. Senator Carlson, you have already asked your
questions.
Senator Bennett?
Senator BENNETT. The questioning of my colleague from Connecticut interests me. He assumed, or he raised the question as to whether or
not doctors were stupid because a doctor said lie assumed social security would bring automatic benefits at 65.
Senator RIcnCoFF. Just a personal privilege. I didn't use the word
"stul)id! at all. I think it is unfair for the Senator from Utah to put
words in my mouth that I did not use.
Senator BENNEIr. What was the inference?
Would you repeat the words you did use?
Senator RIBICOFF. I think the stenographer could read it. The
point was made that they had to educate doctors and I raised the
question that the doctors so far as I was concerned were just as intelligent as the rest of the population and the inference was by the witness
that the doctors didn't know as much as the rest of the population, and
I take-I have a contrary point of view.
I think doctors are just as intelligent as the rest of the population,
I think they are more intelligent.
Senator BENNETT. I will withdraw the word "stupid" and against
the background of the explanation from my colleague, isn't there this
difference? A man who accepts a job in industry has no choice as to
whether or not he is going to be in social security. Ile is in, and he is
in most industries, lie is required to retire at 65. So most men in industry are entitled to believe that automatically at 65 they will get the
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benefits of social security. They don't have to reason whether this is
wise or otherwise, they are automatically members of the system.
Now, the thing that popped into my mind when this colloquy took
p lace is an experience I had a few years ago with a scientist who has a
Ph. D., who is an employee of a large industrial organization, who
came to 65 and was retired. Certainly you wouldn't call him unintelligent, but they retained hiim on a consultative basis and, of course, lie
didn't get his social security because they were paying him more than
$1,200 a year, and I was immediately called on the telephone.
"Trho social security people have deceived me. They have denied
me my right. I am entitled to social security at 65."
I quote this as an example of the fact that many people assume that
there is automatic coverage at 65 and they are ent itled to their money.
So, it isn't a question of their intelligence in my opinion, but it is a
question of the fact that, these people not being automatically covere(,
make the same assumption that the man does w%'ho is automatically
covered, that all lie has to do is reach age 65 and the social security
is available, and there still exists in my hometown of Stilt Lake a very
bitter scientist who assumed lie had paid in all these years for the right
to get this money at age 65, and the fact that lie was retained as a
consultant robbed him of the tiing he thought he had bought.
So, I think there is a rather more widespread misunderstanding
about the effect or the value of a social security retirement benefit as it
relates to age, and automatic coverage.
I just offer that as an example of the fact that it isn't necessarily
intelligence that is involved here. It is the pattern of social security
operation, of the operation of the social security system for the average
beneficiary. It is automatic to him and everybody, or many people
automatically assume that it becomes automatic to everybody else.
You and I have dealt with it on a legislative basis and we know what
is in the law, but these other people don't.
Senator RIBICOFF. While we have dealt with it, and we know it is in
the law, and people do have misunderstanding, yet we don't advocate
the repeal of social security.
Senator B3ENNETT. Well, but, nor do we have a right I think to assume that a physician is not intelligent if lie assumes that the coverage
is automatic.
Senator RIBICOPP. I am not assuming.
'Dr. Welch wants to assume it. I don't want to assume it at all.
But I can't see the difference between a doctor and, as Senator Gore
suggests, a lawyer.
Lawyers are covered and they are automatically covered as those
who get a job in industry or a dentist, in the same category of professions.
Senator BENNi-iTT. The Senator was not on the committee when we
went through the same process with the lawyers and the dentists.
They kept themselves out for many years and when they came to
the committee affirmatively and made a. showing, that, as represented
by their national organizations, that they now wanted to be covered,
the committee covered them, and I am sure the committee would cover
the doctors immediately without question.
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Senator RItuiCOFF. I would feel a lot better about that, Senator Bennett, if I had felt from my experience that the AMA actually spoke
for all the doctors instead of out of the office in Chicago.
Now, that is what surprises me, that the AMA has never polled their
own doctors on this issue. Independent polls have been taken, some
State medical societies, some independent organizations, Medical Economics have done so, but it would he so simple for the AMA to poll
their own doctors by sending out a coupon with a yes or no or whatever questions they wanted to ask the doctors who comprise the
AMA.
They have got the list. You don't have it, neither do I and it is not
our duty to do so.
Senator BENNET.Tlr. We are getting now into a question of the philosol)ly of their organization. You and I are here as representatives
of tile people of our States.
Senator R iiwroi-'. And our States include doctors, too.
Senator B]ENNE'rr. I am not concerned alout that. But you and
I face a lot of problems on the floor of the Senate, and we don't expect
to )oll the citizens of our States before we make our decisions.
We were sent here to represent them and if they don't like us, they
can get rid of us, and if these, doctors in these States don't like the men
who represent them in the house of delegates they cra, get rid of them
and get people who support them.
Otherwise, are we going to assume that all decisions in the United
States have to be made on the basis of national polls?
I think we have had some pretty good illustrations in the last few
weeks, preceding a particular political convention, that. the polls were
wide of the mark.
Senator RluC0olf. That may be so if the delegates were chosen on
a deniocratic basis.
Senator SMATI[Eits. T wonder if we can elicit some answers from
the witnesses. We will be able to direct questions to ourselves many
times in executive session.
Dr. Annis, do you wish to say anything on this?
Dr. ANNiS. Mr. Chairman, and members of the committee, I would
like to call attention to a very important factor involved in lhese polls
on social security for physicians.
In my absence from my own county of Dade in Florida, a poll was
taken after an intensive campaign by a small group of men who appeared at the county medical society meeting and expressed themselves.
This was the only time such a poll passed at such a meeting.
Subsequently, as the rest of the membership of the county society
became aware'that they were on record as having been for something
that most oppose, a second meeting was held. The earlier vote was
reevaluated and on this occasion it was overwhelmingly reversed.
There is a big reason for this.
I have here a recent publication sent to me as a Florida physician
from the Physicians' Forum. Physicians' Forum is a relatively small
group of physicians in the East, inl New York, that has long opposed
AMA on many policies, and they have long campaigned for social
serii ty for physicians.
Now, in the 28 years that I have been a member of the American
-dveal Association, I have never received any literature or anything
else from the AMA as to why I should oppose social security.
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There has been no campaign or anything, but repeatedly this kind
of newsletter has raised a campaign issue. This one was received
within the past week. It points out that, the older doctor can get retirement benefits up to $200 a month for himself and his wife for paying only six quarters. It points out that the self-employed physicians
will pay $307.80 and that for about $450 of invested income, a physician now in his 64th or 65th year can anticipate an immediate bonanza
of $200 a month.
I have talked to some of these physicians who have agreed on polls
that they would accept social security for physicians. They thought
it was a good idea. But after you talk to them a little bit they realize,
as Senator Bennett stated, it is not something automatic at a certain
age. Then they change their position. But because Senator Ribicoff
did quote the Florida figure, I would like to give the total report on
this matter as we reviewed the record with our executive director in
Jacksonville, and the reports of our survey, which was conducted in
February of 1959. The whole story hasn't been told.
To the question, and this is without any advance information or
education of whether they favored social security coverage for physicians, 57 percent responded that they would favor it, and 42 percent
said they would oppose it.
However, the very next, question asked whether they would favor
social security coverage for physicians if the Keogh bill passed, so
they could do it themselves, and here 58 percent of the physicians said
they would then oppose social security coverage and only 41 percent
would still favor coverage.
Senator GoRE. That is a slightly inaccurate description of the
Keogh bill. You say, "so they can do it themselves." What the Keogh
plan really involves is payment by the U.S. Government of a generous
portion o? the benefits.
Dr.ANNs. The point, Mr. Gore, is, that the physicians that I have
contacted in my State and around the country, have indicated their
willingness to provide for themselves and their own families. And
given the opportunity they would continue to do so themselves on a
voluntary basis.
Great numbers of our physicians are active at 70 and 75 years of
age. Many continue as extremely capable consultants after this age.
So that what is reflected by the action of the House of Delegates of
Florida was reflected by the AMA house of delegates which Dr.
Welch referred to. The reference committee heard all physicians from
any place in the country, nd there were some 15,000 in attendance,
who had any views on this matter.
The reference committee, by virtue of the opinions expressed by
)hysicians around the country-those who are not members of any
committees or holding any offices-reflected and made a recommendation to the house of delegates to the effect that social security coverage
not be approved. This action was overwhelmingly approved without
di9sent on the floor of our house.
Senator SMATHERS. Doctor, I think there is a shortage of doctors, I
would not like to see a situation develop which would encourage doctors
to retire even though they were not physicially required to retire.
Would it be your judgment that if doctors were covered by the
social security program that there would be a tendency on their part
36-453-4 4----27

410

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

to stop practicing medicine even though they might have some more
useful years left in their lives in which they could practice medicine?
Dr., ANNIS. No, sir, it has been my opinion and my observation that
the older physicians who continue to practice do so because they are
doctors, and because they want to continue to take care of people, and
financial considerations are not among the major reasons for this.
Senator SMATImS. All right.
Now, Dr. Welch, as I understand it are you through with your part
of the testimony?
)r. WE'LcH. "Yes, I am.
Senator GoaE. I would like to ask a question of the doctor.
Senator SMTnHlts. All right, sir.
Senator GoRE. As a doctor, take a good hard look at me. Do you
think I am likely to need social security?
l)r. WrrelC. Well, you are asking me a very difficult, question, Senator, I don't know. Looking at you, you look i)retty healthy to ine t'nd
I hope you are going to be around for a great many years.
Senator GoRE. Of course, none of us knows. But my own feelings
are that I will never need social security benefits.
On the other hand, I have never objected to paying the tax because
many will need the benefits, and I may need them. I wish that all
members of the medical profession would feel the same waN, but
some of them do not. Some of them do.
Senator SMrATHIIEis. Do you have any further questioiis?
Doctor, do you want to turn the microphone, I understand 1)r.
Annis wants to make some comments.
Dr. WE:.cii. Yes, that is right.
Dr. ANNis. Mr. Chairman, and members of the committee, at time
outset Dr. Welch and I would like to submit to the committee a coinplete, carefully prepared, and carefully documented statement from
the Amerian Medical Association so "the reference and source material to the statements which I shall make will be available in detail
for your consideration. (See p. 453.)
We appreciate the privilege that has been extended to us to appear
before the committee today.
We are here, as )mr. Welclh has note(], to state medicine's views on
certain proposals with which you are familiar. These are the ineasures aimed at the single objective of a vast new Federal program-a
program to provide hospitalization and related benefits for tie entire
over-65 population.
We believe that any of these prol)osals, though it may differ in detail
and method, is subject to the same objections. Each would mark the
first step in an un predictably expensive, unnecessary and dangerous
venture by the Federal Government into the field o? health care.
Let me address myself briefly, for time is limited, to those funcdamental points .
In the years of debate and public discussion of this issue, it has
been iimpossible to pin down reliable cost estimates of this program.
I have gone over the transcripts of the earlier days of these hearings
and I have observed that members of the committee, too, are seriously
concerned over this matter. This is as understandable as it is
encouraging.
Until we know the cost, no wage earner and no employer can possibly know what lie faces in the way of reduced income because of the
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program. And in the final analysis, all cost estimates must be based
on tle degree to which the covered benefits will be used.
Oii the basis of the limited data available, we submit that it is well
nigh impossible for anyone to make all accurate prediction of use,
hence provide the Nation with a true picture of the financial burden
the program would entail.
We believe, Mr. Chairman, that the record bears us out on this
assertion. As recently as last year, the Social Security Administration acknowledged, in its actuarial study No. 57, that a proposal
then under active consideration would require, in a dynamic economy, periodic solvent.
increases in the taxable wage base, if the.program
were to remain
Actually, no one really tries very hard any more to conceal the fact
that, it would be necessary to take from the'pay envelopes of the Nation's wage earners periodically increasing amounts in order to cover
the mounting benefit costs.
A year ago, we we',e talking in termiis of a raise in the tax base to
$5,200. More receit ly a figure of $5,400 has come iiito tlhe foreground
in connectionn with other proposed revisimns in the Social Security
Act;. In (lhe last few (lavs a, figure of $6,600 has been e(n tone( in this
('Ililniber as a possible soc-ial security tax )ase.
Contrary to the impression that. proponents of these l)roposals seek
to convey, we are not dealing here with a minor prorai of "intinitesiieal" cost to taxpayers. We are dealing with a program of limitless
I)oSsibilities and a tax increase of major proportions.
Before you is legislation to finance higher social security cash payiii('its for: 20 million beneficiaries, fillnaneed by raises il !)(h1 tle base
and the rate. It follows that the )ayroll tax'to underwrite a Federal
health care plan out of social security would be on top of this increase,
ailing a further burden to employees and employers to finance lWmiefits for millions of Americans who are able and willing to take care
of their own personal needs. There can be no doubt about it-as has
belen so pointedly noted here-the average American worker is facing
the (lay when lie will be required to pay more taxes to social security
to support Federal welfare programs ihan lie will to stipport all the
rest, of the parent Government., including the Defense Estal)lishment.
Approximately one-fifth of today's American families (to not pay
income taxes because their yearly wages are too low. But many of
them pay social security taxes which begin at. the first dollar of earnings. For them, t Fedteral hospitalization program would mean a
deeperr cut in an already small paycheck to finance a benefit for millions of elderly who have already provided for their own health care
needs. W0e know, for example. that approximately 60 percent of the
18 million aged, or about 10 million, have already pr-otected themselves
throigh insurance from the cost, of serious illness. And they are p urchasing this protection at a rate which exceeds that of the r'est of the
population. We know further, that while no one disputes the fact
that. some older citizens still require help in meeting their medical
expenses, an effective means for assisting then already exists through
the Kerr-Mills law.
Nevertheless, the proponents have siipported their case from the
beginning of this long conl roversy )y sutggesting that Americans over
65 are universallv sick and impoverished and only a Federal aid program can l)rovi(e them with the health care they need. Statist-ics,
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most of Ihem from the Government's own files, refute these allegations.
These, are included in our detailed statement.
Most of the older people are in reasonably good health, and really
poor health is concentrated among a relatively few. While the agedl
are more susceptible to chronic conditions than the population as a
whole, they are less likely to suffer acute illness or to require surgery.
And the word "chronic," it should be pointed out, defines duration,
not severity. It includes such nondisabling afflictions as near-sightedness and partial hearing loss.
Available information on the finances of the aging population furt her explodes the arguments of the need for the program. As a group,
numerous studies and surveys show, most over-65 Americans are selfreliant a.nd independent. They are in control of their economic destinies.
The President's Council on Aging has forecast further improvement in the economic status in the years ahead as social security checks
grow larger and as more and more workers who do reach retirement
age are covered by private pension plans.
Clearly, we are dealing with a diminishing problem which belies
the crisis propaganda of those supporting a Federal health care program.
Turning now to the minority of older citizens who do need help in
meeting medical expenses, it is satisfying to be able to salute the KerrMills law for its outstanding contribution in enabling the Government to fulfill its responsibility toward its less fortunate citizens. The
law, enacted less than 4 years ago, has set a high standard of progress
and achievement, reflected in a remarkable record of acceptance by
the States.
Medical assistance for the aged programs (to help those who are
ordinarily self-supporting but who cannot meet the cost of serious
or prolonged illness) are in operation or have been authorized in 43
States and 4 other jurisdictions. Kerr-Mills also provides means for
improving health care under existing old-age assistance programs (that
is, for those on public welfare rolls). Vendor payment medical Programs for OAA recipients are now in effect in all 50 States and the 4
territories.
The number of aged helped by MAA has increased steadily. According to figures of the Department of Health, Education, and
Welfare, 172,736 older persons received MAA benefits costing $84.7
million an average of $201 an individual, in March 1964. This represented increases of some 70,000 MAA beneficiaries and $11.5 million
in benefit costs in comparison with May 1962.
In the first 2 years of the program, almost 350 000 cases had been
approved for MAA. While we have no information relative to later
cumulative totals, we do know that monthly caseloads have increased
consistently; by March 1964, they were over 11/2 times the load in
September 1962.
The amounts spent have similarly increased: By September 1962,
roughly $323 million had been spent to aid MAA recipients; from
October 1962 to March 1964, the next 18 months, about $497 million
was spent.
Again and again, Mr. Chairman, as we examine this subject, the
point is driven home: There is no need for the proposed amendments.
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Now, because we are physicians and because concern for the health
care of our patients is deeply ingrained in the fiber of our professional
lives, we want to take the few moments remaining to us to alert the
committee to the dangers inherent in these proposals to our free system of medicine and the quality of health care it provides.
American medicine today is universally recognized as the finest in
the world in all aspects-research, education, training, and the end
result, clinical application of the highest standards of care and prevention of disease for the American people.
The proposals which are being advanced here would impose on the
system a permanent pattern of tax-paid, Government-regulated health
care--a 1)attern inevitably subject to expansion. For if such a measire became law, the pressure would go on for lowering the age limits,
and increasing the types of benefits beyond the limits now proposed.
There could be only one eventual outcome: an alien system of nmedicine, controlled by the work
Government
force. and financed by an increasing tax
burden on the Nation's
Even with a Federal health program in its earliest beginnings, the
Government would have to establish controls over the expenditure of
public funds. With its eye on the budget, where, indeed, it must be,
Government could only hold down costs by tightening the reins on
services.
With quantity thus restricted, the quality of care would inevitably
decline. As physicians, we must emphasize again we want to be re.
sponsible for our patients to the limit of our competence; we want to
take care of their ieeds beyond any other considerations; we know that
the highest quality of medical care cannot be attained when, some
medical decisions must be based on the availability of budgeted funds.
Mr. Chairman and members of the committee, we are convinced that
proposals to finance, under social security, health benefits for the
aging present, a clear and present danger to the vitality and the
promise of our unparalleled medical care system.
We urge that they be rejected. And we urge, again, that the provision with respect to the inclusion of physicians under the social security
program, for the reasons stated by Dr. Wrelch, be deleted from I-.R.
11865.
We again want to thank you for this opportunity to be heard. Dr.
Welch and I will be pleased to tiy to amnwer any additional questions
that you may have.
Senator SMAIERs. Senator Gore?
Senator GORE. Doctor, perhaps you could be of some assistance to
ino in answering and replying to this letter.
Iam 8 years old. * * *

I am In need of hospitalization care and treatments, and need to be certified
tinder Kerr-Mills Act but am told by the department of public welfare * * *
that I am not eligible because I get $1,914 a year social security payments. * * *
My wife Mary D. Is 64 years old and under doctor's care all the time for high
blood pressure and arthritis and Just to buy her drugs costs us $50 a month out of
$159.50 which we draw together.
I am getting down In my back and( legs and was advised to go in hospital at
once for a lot of expensive tests which I am unable to pay for, the way they
charge.
So please give me your advice on same and work for higher benefits and something broader than the Kerr-Mills act as It is not much, as It is being dominated
by AMA.
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Dr. Axxis. Senator, I appreciate your asking me the question.
As to the gentleman himself who needs the kind of care that he has,
I am certain if you sent it to one of your physicians in Tennessee, they
will have that investigated for you.
If the man is being denied what is available in your State today, an
investigation will bring it to the fore. Very often someone in these
State offices doesn't understand the intent or the workings of the law.
Similar requests from other Senators, when followed up, have indicated either that the facts were not as stated in the letter, or that care
isavailable.
As to the gentleman's wife who is 64, the trouble with high blood
pressure and arthritis, the mechanism of the Kerr-Mills law makes it
possible for any State to provide benefits, including the drugs that she
needs. This is available in my State, for example, where our drug bill
approximates $400,000 a month. We know that people outside of the
hospital often need care that is not available and should not be given
in an institution.
I would remind the Senator, however, that King-Anderson would do
nothing for this woman.
But Kerr-Mills makes it possible for any State to provide for her
assistance in or out of the hospital.
Senator GoRE. Well, this gentleman seems to be better informed
than you assume, because he sent along with his letter to me a pamphlet
supplied to him by the Tennessee Department of Public Welfare, and
he has marked those particular sections which disqualify him.
One disqualification in Tennessee is receipt of an old-age assistance
grant.
Dr. ANNis. Senator, if he receives old-age assistance then he qualifies under the first part of Kerr-Mills by law.
Senator GoRE. No. 5 of these listed disqualifications is income, if a
married couple, of more than $150 a month. Here is an old couple,
both sick, one 68, and one 64, with an income of $159.50 to live on, pay
rent, buy groceries, clothing, medicine, drugs, and pay for hospitalization.
How does a couple live on $159.50, particularly when one is under a
doctor's care all the time?
Dr. ANNis. Senator, we are not in disagreement. I agree with you
that at least, if the facts are as stated and they do need help, it should
be given and it can be given today.
If in Tennessee you have restrictive legislation, which does not make
the full impact and import of the Kerr-Mills law available, then the
correction should take place in the State of Tennessee.
Other States, as they have evaluated their programs, have realized
that their initial program-and no one can criticize legislators for
starting a minimal program not knowing what it will cost-was too
stringent, and their demands were too great. On the basis of this
experience, their legislators have changed their programs, repeatedly-in some instances as much as seven times-to make a better program available for those who need it.
But I would suggest to the Senator that none of the proposals before
the Senate at the present time would provide for the needs of these
people. King-Anderson would provide only institutional care, only
In a. hospital or nursing home, and would not provide for most of
the needs outlined in those letters.
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Senator GORE. So you say the remedy is for the Tennessee legislat tire to amend the State law and provide matching funds which would
inake greater benefits available on a more liberal basis.
Dr. ANNIs. If this is what is required in the State of Tennessee.
This has been the condition in other States.
Senator GORE. Well, let me read you what the requirements are and
see if you think that is what would be needed in the State of Tennessee.
Here are the eligibility requirements.
One, be 65 years of age or over.
Two, be living in Tennessee.
Three, not be living in a public institution.
Four, not be receiving an old-age assistance grant.
Five, not have yearly income of more than $1,300 if single, or $1,800
if married and living with husband or wife.
Six, not exceed personal property limitations of $1,000 for a single
i)erson or $1,500 for a married couple.
I would like to digress to say I don't know where you could find
many couples who had as much as a refrigerator and a stove, and the
bare furnishings of a house, who wouldn't have as much as $1,500 in
personal property.
Seven, not have more than an $8,000 equity in real estate, the total
value of which may be no more than $10,000.
Eight, not have sold or given away property within the last 12
months in order to qualify for medical assistance.
Now, with those qualifications before you, what would you say
would be the needed action in the State of Tennessee?
Dr. ANNIS. Senator Gore, if the person who wrote that letter owns
a $10,000 home and has the income that you have referred to, and
has the assets that you have referred to and they live up on top of
Lookout Mountain, it is just possible that they might be able to provide for themselves, or to provide for themselves through the mechanism of insurance.
But I can assure you if they are not so protected, that in Tennessee
today, this particular case can be run down and a factual report made
to you. If the facts are as presented, Tennessee today has programs
comparable to what we have in Florida to provide for their health
care needs.
Senator GORE. Well, as I understand these requirements, Doctor,
any one of the eight will be disqualifying. I don't know what you
mean by referring to someone living on Lookout Mountain with a
home worth $10,000. I don't think that will make a downpayment
on many up there.
Dr. ANNIS. There are quite a few up there.
I just came from there. They get along very well. I am also
acquainted with physicians in the area who, when they have received
letters of this kind, as I have from my Senators, upon investigation
have found that either the facts were unknown to the people themselves, they were improperly evaluated by those to whom they appealed, or the facts were not as presented.
And where there is a program or where a need has existed, in no
instance has this need not been met by the cooperative action of the
physicians and others involved.
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Senator GoRE. lWell, I have given you an actual case here of an old
couple with an income of $159.50 per month, and I have read you
the eligibility requirements from the law and regulations in Tennessee.
I have asked you how this person could qualify, and if not, what is
the remedial action.
You first indicated that a liberalization of the law in Tennessee is
needed. Is that still your view?
Dr. AN Is. I merely stated, Senator, in any State, because the
financial requirements in a State for living costs and everything else
vary, that if a State program is inadequate, the correction lies within
that State. This has been done in a number of our States around the
country when they have found, on the basis of experience, that they
need more liberal benefits.
This is possible under existing law, whereas those proposed would
not provide for these people at all.
Senator GoRE. In other words, you are saying that there are no requirements in the Federal law which would prevent this old man
from receivingDr. ANNIs. lore income; this is correct.
Senator GoRE. Not more income.
Dr. ANNIS. More assistance.
Senator GoRE. But they are unable to receive hospital care?
Dr. A.Nis. That is correct.
Senator GORE. What are the limitations in the Federal law?
Dr. ANNIS. The Federal law is rather liberal, in fact this is often
used as a criticism of the Kerr-Mills law.
Senator GORE. Do you know of any limitations in it? Can you
name me a disease, an infirmity, a condition, mental, psychological,
physical, for which the Kerr-Mills Act would not provide full and
complete benefit if a State provides the necessary matching funds?
Dr. ANNis. As I recall the statement printed in the Congressional
Record by Senator Byrd in presenting the Kerr-Mills law to the Senate, his words were essentially these:
"This is a good law. This will make it possible for any State to
provide for any or all of the needs of their needy citizens."
And then he outlined it. It can provide inpatient, outpatient careto read specifically from the law it states thatfor purposes of this title the term "medical assistance for the aged" means pay-

ment of part or all of the costs of the following care and services * * * for individuals 65 years of age or older who are not recipients of old-age assistance
but whose income and resources are insufficient to meet all of such costs; * * *
in-patient hospital services, skilled nursing home services, physician's services,
out-patient hospital or clinic services, home health care services, private duty
nursing services, physical therapy and related services, dental services, laboratory and X-rays, prescribed drugs, eyeglasses, dentures and prosthetic devices.
and any other medical core or remedial care recognized under State law.

My observation is the same as Senator Byrd's, and I have used it in
discussiyig this matter with elected representatives of many of the
States, with committees appointed by Governors to look into the prol)lems of senior citizens, and with many members of State legislatures
who had no real comprehension of what could do done under the existing Kerr-Mills law. On the basis of the needs of their people, they
hvo ex:prinded their requirements to do an even better job to meet
their needs.
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This we think is sound. We feel that people with high blood pressure or arthritis or diabetes should not be forced into a hospital in
order to get help.
This is one of the real merits of the Kerr-Mills law. It makes it
possible for a State to render assistance to people without pushing
them into a hospital or a nursing home, and this essentially is what
was outlined by Senator Byrd as he presented it to the Senate.
Senator GORE. It seems to me that, as I remember the bill, and as you
have referred to it, that the Kerr-Mills bill provides on the part of
the Federal Government unlimited treatment and care, medical assistance, hospitalization, for just about evely imaginable condit ion.
Dr. ANNIs. It makes it possible to thelState.
In essence it says, "Well, we will help you carry out any program
for the needy in your State."
That is correct.
Senator GoRE. It leaves it to the State to determine who is needy.
Dr. ANxis. This is correct.
Senator GORE. SoDr. ANNis. Because they are closer to the problem and they better
understand the needs. The financial needs of someone in rural Tennessee would be quite different from the financial needs of someone
living in Metropolitan New York. For this reason, it is left to the
States. They know and understand better the problem of their people.
Senator GORE. Then, as you describe the measure--which I think is
an accurate description-there are no practical limits to the amount
of aid or to the condition of aid, for which the Federal Government
will pay its share.
I agree with your description.
Now let me ask you if there is any manner of financial responsibility
provided. Is there any source of funds to pay for these unlimited
benefits?
Dr. ANNIs. Yes, sir.
In your State and in mine and others.
Senator GoRE. I am speaking now of the Federal Government.
From what source does the Federal Government receive the funds
to pay for these unlimited benefits in those States which provide unlimited benefits.
Dr. ANNis. Well, Senator Gore, you use the word "unlimited." It
is limited. The intent of the law is put in the words "for those whose
income and resources are insufficient to meet all such oosts."
But the real limitation is made by the members of the individual
State legislatures. These are the ones who are not going to misuse
State funds and be profligate with their use. This is one of the values
of the Kerr-Mills law. When the Federal Government expresses its
willingness to participate on a percentage basis with any State in
caring for its old or elderly, the State itself has to raise moneys
through taxation. For this reason we have the restraints of local people who are elected at home and spending local dollars.
Senator GORE. It is left to the State to determine-what was that
phrase you used-if it could pay for all of the costs?
Dr. ANNis. The eligibility requirements or the needs in a State are
left to the State, this is correct.
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Senator Gonm. So this comes back to the point, which you have
accurately described, that the Kerr-Mills bill provides unlimited benefits insofar as the Federal Government is concerned.
Dr. ANNIs. No, sir.
This i3 not what is stated nor is it the in-tent of the law.
Senator GORE. Will you point out a limitation?
Dr. ANNIs. Yes. The limitation is impliedSenator GORE. Are you talking about one that is implied? I am
talking about one that is stated, one you can read in the law.
Dr. ANNis. You can read it right there. Senator.
Senator Gon. Yes, but you say it is implied. It is not stated?
Dr. ANNIS. Then let's say what it says.
Senator GORE. All right, go on.
Dr. ANNis. It says:
For individuals 65 years of age or olde* who are not recipients of old-age
assistance but whose income and resource,; are insufficient t, meet all of such
costs.

This immediately limits the case in which any State may apply Federal dollars in the provision of health care to those whose assets and
income are inadequate to meet their needs.
In one instance, for minor problems, they may need no assistance.
In another instance, for catastrophic illness they may need extended
assistance.
Senator GORE. Let us read the whohc. paragraph.
For purposes of this title, the term "medical assistance for the aged" means
payment of part or all of the cost of the following care and services if provided
in and after the third month before the month in which the recipient makes application for assistance, for individuals 65 years of age or older who are not
recipients of old age assistance but whose income and resources are insufficient
to meet all of such costs:
1. Inpatient lio-,pital services.
2. Skilled nursing home services.
3. Physician's services.
4. Outpatient hospital or clinic services.
5. Home health care services.
6. Private duty nursing services.
7. Physical therapy and related services.
8. Dental services.
9. Laboratory and X-ray services.
10. Prescribed drugs, eyeglasses, dentures, and prosthetic devices.
11. Diagnostic screening and preventive disease services.
and, 12. Any other medical or remedial care recognized under State law.

It would be pretty hard to find a condition for which, under these
broad terms, the Federal Government would not pay.
Now, here is a law which some people describe as favoring private
enterprise, or private medicine-I don't know in just what terms it is
described. But actually as you have agreed, and as I have read from
the law, just about all the physical or mental impairments and conditions which the author of the bill could imagine were stated, and then,
in case they had overlooked something, in tlie last category they said,
"Any other medical care" or remedial ca re.
So, if they forgot anything they took care of it with that 12th category; didn't they?
And yet Kerr-Mills provides no system of financing except that the
costs are added to the public debt. But this is described as the sound
program. It is described as the conservative program. It is described
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as the financially responsible program. I-low do we make night appear
to)e day?
On the other hand, a bill to provide limited benefits, placed on a payas-you-go basis, which does not pay a doctor's fee while Kerr-Mills
doesDr. ANNIS. May I remind you, Senator, both in your Stat, of Tennessee and in the State of Florida, no physician is paid under these
laws. The physicians of both States-Senator Goin. I am speaking of the Federal law.
Dr. ANNIS. Merely to have the record straight, you would leave the
impression that doctors are paid in Tennessee, for example, or in Florida. They are not.
Senator GoRE. I beg your pardon.
Dr. ANNis. They ma'y be.
Senator GorE. I do not. seek to leave such an impression. I am
speaking now of Federal legislation.
Unlike you. I am not discussing 50 different State laws; I am talking
about Federal law. I am a Member of the U.S. Congress, not the Tenmiessee Legislature. And as I read it here, the No. 3 item for which the
Federal Government will pay unlimited amountsDr. ANis. Is willing to pay?
Senator GoRE. No. 3 is physicians' services.
Dr. ANNIS. Senator, this is not, true. This is subject always to the
action of the individual State legislatures.
Senator GORE,. I understand that.
Dr.ANNis. And is limited to those whose income and resources are
insufficient to meet their needs.
You are talking about a program that is limited to the needy sick.
Senator GORE. I am talking about the Federal law, Doctor.
Dr. ANNis. That is what I am talking about.
Senator GorE. And if you and I could just stay on thatDr. ANNrS. I was reading directly from the law.
Senator GorE. If we can talk about the Federal law, I think we will
understand each other and maybe those who read the hearings can
find them more meaningful.
The Kerr-Mills Act. provides that. the Federal Government will pay
its share of doctor's fees for whatever amount the State provides for
and certifies.
Dr. ANNIs. The law provides that the Federal Government is willing to pay its part, in the care of the needy sick as determined by, the
State.
Senator GorE. Well now, I don't believe that the law provides that
the Federal Government is willing.
Dr. ANNis. The Federal law does not, require that doctors must, be
paid or should be paid.
Senator GoR. I didn't say that, Doctor.
Dr. ANNis. But that is why I said the Government, the law says
they are willing to. I just pointed out, SenatorSenator GORE. I am really not trying to get into a semantic argument.
Dr. AN-NiS. Well, it sounds like it, because in Tennessee any doctor's
fees are not paid under this law.
Senator GoRE. Doctor, can we agree to talk about the Federal law ?
Dr. ANNIS. Yes.
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Senator GORE. We are now considering a bill proposed to become
a law.
Dr. AN is. But your words were that the Federal law would pay
doctors, and I merely said they would be willing to participate in the
payment if that is done by the State.
Senator GORE. Are Federal funds used to pay doctors' fees in any
State under the Kerr-Mills bill?
Dr. ANNIs. I believe they are, yes.
Senator GonE. Would the King-Anderson bill provide for the payment of doctors' fees?
Dr. ANN-is. No. Except those doctors who work in hospitals.
There are some 50,000 who would be involved directly or indirectly
through the payment to hospitals.
Senator GORE. And, of course, public health officers. But the practicing
Dr. A Niiis. But for the average practicing physician, the answer is
"N ]o."
Senator GORE. Then we understand each other and we are talking
about the Federal law now.
Dr. ANNiS. That is correct.
Senator GORE. The Federal law provides that the Federal Government will-and you say "will be willing," so I will accept your term
if that will get us out of this semantic argument-I am not concerned
about that.
Dr. ANNIS. All right.
Senator GORE. There is provision in the Federal law for paying
doctors' fees, the Federal share of doctors' fees. Is that correct
Dr. ANNyS. This is correct.
Senator GORE. You don't think that is socialized medicine?
Dr. ANNiS. No, sir, becauseSenator GonE. But you think that a program that is on a pay-asyou-go basis under social security would be socialized medicine?
Dr. ANNIs. When it puts a tax on one class that works, to provide
for 18 million who are going to benefit whether they are rich or poor,
yes sir.
senator GORE. Then you describe the King-Anderson bill as socialized medicine?"
Dr. ANNIS. I didn't. bring up the term, Senator, but since you ask
me, it would fit into that categorySenator GoR. Have you used that term?
Dr. ANNis. No, sir.
Senator GORE. You have never used that term?
Dr. ANNTS. Perhaps in response to questions such as yours. I have
never voluntarily used the term. I think the term is misunderstood
by many people.
Senator GORE. I agree, I agree.
Dr. ANNIs. I am glad we agree on something.
Senator GonE. It seems to me that insofar as fiscal responsibility
is concerned a program which by law levies a tax to put the program
on a pay-as-you-go basis and which provides for limited benefits
should be judged as more responsible fiscally than a program which
provides unlimited benefits and no means of financing whatsoever,

except an addition to the deficit.
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Dr. ANNIS. Senator, that isn't quite in accord with the facts. Your
criticism first of the Tennessee program is
Senator Goni,. I am not criticizing the Tennessee program.
Dr. ANNIS. May I remind you that your criticism of a programSenator GoRE. You want to criticize, the Tennessee program ?
Dr. ANNIS. May I say your criticism of a program is that it is limited in its scope for some who need it.
Now, you speak of the King-Anderson bill which has a very limited program and I would agree. Paying a limited part of a rich
man's bill hardly solves his problem, but paying only a limited part
of a poor person's bill leaves him impoverished and considerably without help.
Kerr-Mills is designed for people who need help; the financiig
revenue.
comes from general
Now, in this case, all sources of income are taxed, including stock and
bonds and oils. But under social security financing, all sources of income are not taxed. The working man and his employer will pay
that tax. But stocks and bonds and oils will pay no increased tax and
the benefits will go to everyone, rich and poor, just because they hiave
hald a birthday.
If we are going to talk about a program to provide for the needypeople such as you have referred to in your letter-isn't it wise to establish a good program to provide for all of their needs to the extent
of their needs, rather thian a limited program providing limited lbenefits for the rich as well as the poor just cause they ave had a birth.
day?
Senator GORE. Now, please understand, I do not object to doctors'
fees being paid by a sound program of medical care. Doctors are an
essential part of that medical care, but what I was trying to get. your
opinion on was how a program which provides for governmental payment of doctors' fees, is not socialistic, while one which does not provide for such payment is socialistic.
Dr. ANNis. Well, Senator, you are distorting the real story.
Senator GoRE. Don't mean to distort.
Dr. ANNis. But you are doing it.
Senator GoRE. How am I distorting it now?
Dr. AN.-;is. You see, in many States physicians don't want to be
paid by the Government, and they arc not. On the other hand, there
are many areas of our larger communities of this Nation, in big metropolitan areas where physicians have been practicing for many years.
As the area in which they practice has declined in its economic income
and people have moved out, they have been left with the poor and the
needy.
naeny of these physicians have as their practice mainly people who
are on marginal or submarginal income.
Programs to provide health care for this class of people would
have no physician there if these doctors weren't paid. But we are
talking of the needy. We are not talking about doctors in practice,
and doctors' incomes have nothing to do with our support of KerrMills, which we think is sound in principle, or our opposition to KingAnderson, which we think provides limited care and would not cover
those who really need care tothe extent of their needs.
Senator GoRE. Well, Doctor, please understand that I am not being
critical of doctors. The doctors I have personally known are among
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the most generous people on earth. They ]iave given, to my personal
knowledge, generously of their time and their talents for people who
need care.
I hope that nothing I say will interpreted by you or anyone else as
being critical of doctors, and so far as I am concerned I would favor
the inclusion of a provision for the payment of doctors' fees. The
Kerr-Mills Act does so.
Now, with respect to the number of States in which doctors' fees are
paid by Kerr-Mills, I would like to read to you a paragraph from the
report issued in 1963 by the Subcommittee on Health of the Elderly.
Twenty-eight of the twenty-nine jurisdictions include some kind of services of
physicians in their programs, although in three of them (Maine, Puerto Rico, and
South Carolina) such care is available only in outpatient clinics, and in two
others II)istrict of Colmnbia and Pennsylvania only through a "home care" or
"home-hospital" program. The exception is Tennessee which does not pay for
physicians' services.

I don't know why our doctors in Tennessee were discriminated
against.
Dr. A-N.N-is. They asked to be, Senator. They didn't want to be included. They were willing to volunteer their services.
Senator GoRE. They are a very generous group.
Now, I would like to get to the main question, which is the adequacy
of Kerr-Mills.
This colloquy began, I think, when I asked you to help me in answering this letter from an elderly constituent, with your statement to the
effect that what was needed in the case of those States which did not
provide adequate benefits was a liberalization of such programs within
the States.
I think I am stating you fairly and correctly.
Dr. A NN S. Yes, sir.
Senator GORE. You would agree with that?
Dr. AN N'Is. Yes.
Senator GORE. Fine.
The more understanding we can have the easier it is for each of
us to make our points, and those few people who may read this will
more easily ascertain our points of view.
Now, I would agree with that, and I would further agree with your
statement that some States have enacted programs which take great
advantage of the Kerr-Mills law.
I would like to read a paragraph about that.
"Five States-California, Massachusetts, Michigan, New York, and
Pennsylvania,"-it would be hard to find five more wealthy States,
wouldn't it?
Dr. A-;NNis. Nor five larger States in total number in population,
wealthy as well as poor.
Senitor GoRE. Five States more able to provide State matching.
Dr. A.Nrs. Correct.
Senator GoRE. These five States, Doctor, according to this reportreceived 8S percent of the $189 million in Federal funds expended from the
inception of the program through December 1962. However, only 32 percent
of the older population of the Nation resides in those States. * * * Only 10
percent (if the Nation's aged live in the State of New York. New York, however. received 42 percent of the $189 million.
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Now, this is a basic fallacy of the Kerr-Mills Act. Where the need
is greatest, where the financial resources are least, the smallest benefits are going.
Why V
Because the States are simply unable to provide the matching funds.
So what we have in Kerr-Mills is a Federal program which benefits
most the wealthiest States which are in turn best qualified to provide
niedical care for their own.
This is a basic fallacy upon which Kerr-Mills is hun(.
Dr. ANNis. Senator, the record is no longer accurate. May I bring
the figures up to date?
Senator GORE. I wish you would. I was reading the most recent
ones I have.
Dr. ANNis. Yes, well, I have more recent ones than that and we
will give you the sources.
Senator SMATHERS. May I ask one question right there which I
think would add some more meaning even though this is very meaningful, to this particular dialog: Is it not a fact that under KerrMills there is a matching fund of 50 percent to some States but the
less wealthy States the more impecunious States, the poorer States,
that Kerr-Mills will actually go as high as 80 percent of the cost of
tl)e program in those States?
Dr. ANNIS. That is correct.
Senator SMATHERS. Am I right or wrong?
Dr. ANNis. This is correct.
Senator SMATHERS. I wanted to know about it.

Dr. ANNis. There are a number of factors involved and with your
permission I would like to add this to your record.
This criticism of the Kerr-Mills in a program has been the three,
four, of five States have been getting too large a share of the Federal
aid under it.

Senator GORE. Would you mind telling us from what you are
reading?
Dr. ANNis.This is from our testimony that is submitted in detail.

I am merely calling attention to it herebecause it is so pertinent.

ItEW Assistant Secretary Wilbur J. Cohen has charged that four StatesCalifornia, Massachusetts, Michigan, and New York-"recelve about 88 percent
of the money spent" under MAA programs.
Our first comment on this statement is that this is an outdated percentage,
becoming more outdated monthly. But it is not surprising that a few large
States have been getting a large part of Federal MIAA matching funds.
-From the _tart of the programm until June 1961-9 months-Massachusetts.
Michigan, and New York were by far the largest States Involved. The three
States had comprehensive medical programs in effect for the needy aged. They
already had the experience, the staff, and the caseload to operate large-scale
medical programs. It was not the least surprising that, In the early stages of
MAA, about 90 percent of the expended funds were expended In these three
States.
Beginning with June 1961 the percentage in the three States began declining,
Nut, In December 1961, California began its program for long-term care which
is a high-cost-per-case program. Then It became "four States" Instead of "three
States" that were using the major share of IAA Federal funds.
In May 1963 the President's Council on Aging added Pennsylvania and had
five States accounting for 88 percent of total MAA expenditures In the calendar
year 1902.
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These are figures you have just referred to.
But other States have Implemented MAA since then. States with no previous
experience with vendor payments have gained experience. The aging in other
States have learned of the existence of the program. Consequently, the percentage of funds going to a few States has been less nearly every month.
However, it is true that the five States cited-California, Massachusetts,
Michigan, New York, and Pennsylvania-will receive a considerable amount of
MAA funds even after all the other States have good programs going. In fact,
in March 1964, with 45 MAA programs in operation, these 5 States accounted
for 76 percent of MAA expenditures.
Why? Simply because they have large numbers of older people as residents,
and hospital and medical costs are higher in these States. The association last
year made a statistical study of these points, comparing the 5 States cited
with the other 20 States which had MAA programs in effect by the end of 1962.
They contained about 5.9 million, or 57 percent of the 10.5 million over-65
residents in this 25-State sample. The average hospital stay was longer in the
5 States than in the remaining 20 (8.1 days to 7.1 days, voluntary short-tern
general hospitals) ; the average per diem cost of hospital care was higher
($41.69 to $37.51). In fact, if every over-65 person in the 25 MAA States as of
the beginning of last year had a hospital stay of the average length and cost for
his State, more than 62 percent of the cost would have been incurred in these 5
States.
These then are the major factors accounting for the high percentage of MAA
funds in these five States: early implementation, organized medical programs
before MAA, a large aged population, and higher costs.

In the State of New York, for example, Governor Rockefeller admitted this, when he took the people who were on old-age assistance programs and immediately carried them over to the medical assistance to
the aged programs where he would get at larger Federal payment.
All of this was reflected in States that were, as you have said, the
big States. They are States with adequate income, they already had
extensive programs to provide for their needy, and so they were
immediately atle to take advantage of the Federal program.
But as State after State has established good programs for their
needy sick, the percentage going to these larger States has declined.
It will never decline to the percentages of less wealthy States because of
the higher cost of medication, the prolongation of stay and the rest.
You know it takes a little longer to get over some diseases in New
York, in Massachusetts, and New Jersey than it does in Tennessee, or
Georgia, or Florida, and the convalescent rate on many major illnesses
differ from the Northeastern States.
All of these are factors which enter into the total dollar costs-prolonged stay as well as numbers of people who reside there.
Senator GoRE. Doctor, you then advise old people to move to California instead of Florida?
Dr. ANms. Well, California is getting a big share but we still
manage to get some of our own. Eleven percent of our people are over
the age of 65. And it is interesting, Mr. Gore-you just reminded
me-when I appeared before my legislature last year with Congressman Herlong, our State welfare and our public health people reported
to us on our program in Florida as compared with what exists in your
State. That for every person over 65 that we helped in Florida in
1963, we helped four under 65.
We have found that age is not a determinant of need, or of help
from your fellow man. ManYounger people acquiring families and
paying
mortgages
need
helpthey
when
accidents
and illnesses.
Senator
GORE. You
mean
getthey
sick have
younger
in Florida?

SOCIAL SECURITY; MEDICAL CARE FOR AGED

425

Dr. AxNLS. They get sick younger every place. But our problem
has been that even in Florida were 11 percent of our people are over
65, our senior citizens are not the ones who require more dollar help.
Senator GORE. I think now.
that one member of this committee is having
high blood pressure right
Dr. ANNis. Oh, no, this Senator is well aware of this. le is also
aware that many times we have received letters from his office such
as you have received and in every instance they have been run down.
In most instances the Senator had not been given the facts, and
when the facts were known the record was clear. But in a few instances, where need actually existed, merely by bringing this need to
the attention, not only of physicians but of the welfare workers of
our State, many people were able to obtain help that they (lid not
know existed. I feel that the mere passage of a, law does not make
it work and that is why the physicans of this Nation have tried to
educate themselves and legislators in all of our legislative assemblies
to pass good legislation to provide for the needy sick.
We are convinced it can be done under existing legislation, under
the Kerr-Mills law.
Senator GoRE. Well, returning to the principal theme, after these
facetious remarksSenator SMATHERS. May I make an observation right there, not with
respect to Florida or Tennessee. I think Dr. Annis expressed it well
when he said that actually there is a better recovery period, even
though he was kind enough to include Tennessee, Georgia, and
Florida
Dr. ANNIs. They are our neighbors.
Senator SMATHERS (continuing). Than in the Northeastern States.
I would like to make one comment with respect to the questions being
asked by the Senator from Tennessee stating one limited area, I agree
with him and I want to make an observation which I have been making
frequently about this whole legislation.
The Senator from Tennessee has asked questions which are calculated to show that as a matter of fact the Kerr-Mills bill is more generous to elderly people who fall within its provisions than is the KingAnderson bill.
He further makesSenator GORE. No; more generous in Federal funds to the old people
in those States, which will provide with sufficient generosity.
Senator SMATIJERS. I will just say that I gathered that the Senator
was talking about it was more generous even in its coverage, even in
that which it will cover, because I think it is.
Senator GORE. I don't know how it can be more generous.
Senator SMArTH S. Exactly. I agree with the Senator. I think it
is more generous.
Senator GORE. Insofar as the Federal law is concerned.
Senator SMATTERS. That is right, and in its application. It is more
generous, it will cover more things, it will give more help to people
who are in need than undoubtedly the King-Anderson bill and as a
matter of fact, it will be. I do believe in some instances it is going to
end up to be, considerably more costly in that it makes no provision
for the payment of its operation and the costs which would be incurred
in connection with its application.
36-453-64--28
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Which leads me to make the statement that I hafve been making recently about this whole program. I have never understood in the light
of the fact that the King-Anderson approach from the point of fiscallyy
responsible, more conservative, more limited in its coverage, how it is
that the labor organizations, how it is that the workingman who has
to pay a tax, under the King-Anderson approach, how it is that the
people who are now the great leaders in the forefront of this battle for
King-Anderson can be for it when it seems to me they would want to
be for Kerr-Mills, and the people who are for Kerr-Mills, with the
possible exception of the doctors, but most well-to-do people, who
believe in a sound fiscal program and a program that is properly
financed ought to be for King-Anderson. I never have understood
how it is that the one group which wants and needs it most wouldn't.
be for Kerr-Mills because it doesn't take anything out .f their pocket
at any time. They can get more help than they can under KingAnderson. Why they are not for Kerr-Mills, and the more well-to-do,
the more conservative business and professional people actually are not
for King-Anderson.
Senator GoR,E. I will give you one more paradox. I don't know how
one is free enterprise medicine and the other is socialized medicine
either.
Dr. ANNIS. Mr. SmathersSenator SMATIERS. I will agree on this point. Very frankly, I
don't. understand how, if you use the word "socialism" and I say this
with all respect to my,good friend who is testifying for whom I do
have a great affection and respect, how we can even infer that KingAnderson is socialized medicine and that Kerr-Mills isn't.
Frankly, because Kerr-Mills takes it directly out of the Treasury
and covers everything, where King-Anderson, at least, has somebody
contributing to their own welfare and well-being when they get to be
65 years old. It is a great paradox to me how one group can so avidly
sulport King-Anderson, when as a matter of fact, their best interests
lie on the other route, and the group that is opposing King-Anderson,
ought to be supporting it. It ought to be just the reverse, in my judgment, and that is what I have concluded about it a long time ago and
still feel that way.
Dr. ANN Is.
r. Smathers, may I point out there are several big
differences.
Senator SMATITERS. All right.
Dr. A ,INis. The Kerr-Mills law is designed to take care of the
needy sick, which we feel is a just responsibility of government. Socializ.ed medicine is where the government provides for people where
it has no logical responsibility to provide for them.
There is no logical responsibility for the government, the Federal
Government or any government, to provide for the rich and those well
able to provide for themselves just because they had a birthday.
But I think one reason that you will find increasing opposition to
the King-Anderson program for rich and poor, is, for example, in the
State of Michigan, where they have a pretty good program, and which
costs then around $20 million under Kerr-Mills.
Under social security taxes the first year in that State, the tax increase would be $120 million or six times more.
In the State of California, Governor Brown admitted that last year
for the 27,500 people they took care of at a cost of around $46 million,
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that this was a lot of money for Kerr-Mills. But it still went to the
needy of California. But in that State, with great industry, and
many payrolls, the first year's tax under social security, under the
existing tax base, would exceed $201 million. This is better than five
times as much.
So that the worker in Michigan, and the employer in Michigan, the
worker and employer in California, are realistic in understanding that
the Federal Government doesn't have any money it doesn't first take
away from them. It is cheaper to do a good job for those who need it
in Michigan and pay a $20 million bill than it would be to increase
the wage taxes by $120 million in a year, to provide for rich and poor,
because they have had a birthday.
And additionally, as has been pointed out under Kerr-Mills, it is
possible to provide for all of their needs. It can provide for them
in or out of a hospital, and if the State so desires.
Senator GORE. For how long? They call provide for them, so far
as the Federal law is concerned-you just said, Kerr-Mills will provide
Federal funds to provide for them either in or out of the hospital.
Willyou add for how long?
Dr. NNIs. And I stated, Senator, as you interrupted me, in accordance with the needs as found in the States as they better evaluate
the needs of their people.
Senator GoRE. Is there any limit to the duration ?
Dr. ANNIs. Here again it is up to the State.
Senator GORE. I am asking you questions, Doctor, about the Federal
law, the law of the United States. Is there any time limit? Can a 65year-old person go to a hospital and stay until le is 95?
Dr. AN.NIs. Oh, I think so.
Senator GoRE. Thank you, go ahead.
Dr. A-.NIs. If the State, that has to be a part of the operation, made
it possible.
Senator GORE. I understand that. There is a State-Federal program. But insofar as the Federal law is concerned there is no limit
on time.
Dr. A-Nis. This is correct.
Senator GORE. I believe the King-Anderson bill provides for 90 days,
doesn't it?
Senator S)fATHIERS. Ninety days il nursing home, 90 daysSenator GORE. Yet one is socialized medicine and the other isnt.
Which one is?
Dr. ANNIS. Senator Gore, you are the one who is continuing to bring
ul) that question and that term.
Senator GORE. I didn't coin that phrase.
Dr. AN-NIs. May I point out, Mr. Smathers, for the record, when you
mentioned the 90 days, that since initiating the medical assistance to
the aged program, the great State of Tennessee has raised its income
ceili - for eligibility, has increased hospitalization from 10 to 20 days,
and has added up to 90 days of nursing home care, and has expanded
tie list of authorized drugs.
So Tennessee, like many other States, on the basis of need, as it has
been demonstrated for the care of their needy, has expanded their
lt'ogram.
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Senator Gom. Well, I would like to read a postscript on this letter
from this elderly gentleman. He says:
I do not want to be a ward of the Tenmessee Welfare Department for I know
how things are with the real poor old people.

Ie is apparently well off with $159 a ihijnth.
But to cover another phase, as I read your testimony before the
House Ways and Means Committee and the report of the Senate Coinmittee on Health of the Elderly, I iound some differences.
I believe you said in your testimony that more than 2 million aged
were covered under individual insurance company mass enrollment
plans.
Was that your testimony or was that the testimony of someone else?
Dr. ANNIs. More than how many?
Senator GoRnE. More than 2 million. Maybe it was someone else's
testimony.
Dr. ANNis. I don't believe that was our testimony. I don't recall
this testimony, Senator Gore.
Senator GORE. I think, Mr. Chairman, that we have not reached a
meeting of minds on how the problem can best be solved most equitably, but at least the witness and I have reached, I think-and this
colloquy will reveal it-a meeting of minds on what the Kerr-Mills Act
is, and that its implementation, the extension of benefits, the extension
of any benefit under it, depends upon a State matching program, and
that presently five States are getting a disproportionate share of the
benefits.
The latest figures I had showed that the five States were receiving
88 percent. You gave statistics which you have described as more
recent which showed they are receiving 76 percent.
Now, whether 88 or 76, I think many oldpeople who are in dire need
of hospital care and treatment, and medical care, are being discriminated against by the kind of program that will give 76 percent of
Federal-benefits to five of our richest States and leave the people living
in the States with the least economic ability to provide the matching
funds without their fair share of the benefits from the U.S.
Government.
To me this is not a fair law. This is not an equitable law. It is not
an answer to the problem. It is wholly inadequate. That is my view,
and I have tried to state the positions, not the conclusions, on which
the witness and I have found agreement.
That is all, Mr. Chairman.
Senator SMATHE'RS. All right.
Thank you, Senator Gore.
Dr. Annis, with respect to the allegation and the established fact
that a great proportion of the money has gone to four States, is it not
a fact that most of the money in those days went to the biggest States
where the old-age assistance program was first started?
Dr. ANNis. This is true, and for a much longer period of time
before some of the other States caught up.
Senator SMATIE1S. And is it not your contention that once this
program has been in operation and the States which do not usually
have legilatures meeting but every 2 years, that when they understand how the program operates that in time this imbalance with
respect to the payment of Federal funds will be rectified?
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Dr. ANNIS. Yes, sir; this is our opinion.
Senator

SMATHERS.

Why is it that we still continue to hear the

charge that the Kerr-Mills bill, as such, is not working well, and that
even though it has started in 43 States that nevertheless it does not
meet the real demand of elderly people for medical care and
attention?
Dr. ANNIS. This is not the statement of those with whom I have
iuiet and talked in my travels, whether they are physicians or working
with the State governments or those operating them. These statements generally come from the same sources that said Kerr-Mills
wouldn't work before it was passed. They said it wasn't going to do
a good job, and then in saying it isn't doing a good job, first they
said that it was only operating in six States, then in a dozen States,
and, after the legislatures had met, saying that it was only operating in half the States. Now, after it has been implemented in 43
States, they say it hasn't been operating in all the States. This has
been consistent and it all emanates from the same source.
The truth of it is, and the records are there, last year in attempting
to meet with physicians around this Nation to see that they became
interested in seeing that Kerr-Mills does work and that needy citizens
everywhere are not denied medical care, it was my privilege to speak
for the doctors and meet with 22 Governors (and with 18 of those we
discussed this matter in detail), and to discuss it with State legislators. It has been my experience that legislators with many problems,
just as they have here, were unaware of what could be done even in

their own States. But wherever they are aware of it and really want
to do a good job, increasingly across this Nation we are seeing an
honest effort to make Kerr-Mills work. We feel if a person is poor and
he is sick for 90 or 190 days or 9 years, these are our responsibilities.
This is what we have been trying to sell.
Senator SAMATHERS. Doctor, do you have the feeling that the Department of Health, Education, and Welfare, which obviously has not been
for the Kerr-Mills bill, and those who work in that Department of
Government on the general health care and the old-age assistance programs, have not encouraged the operation of the Kerr-Mills bill even
though it is the law of the land?
Dr. ANNis. Not only have I had the feeling, but across this land
and on more than one occasion, official spokesmen and under assistant
secretaries of that Department have consistently campaigned across
the Nation saying that Kerr-Mills won't work, that we must have this
other bill to which they have been politically committed.
This has happened not once, but many times, and I feel very strongly. I have not observed it as much during the past 8 to 10 months,
but up until that time, the opposition from officials of the Department
was very- outspoken, it was very positive, and it was omnipresent.
Senator SATImrES. Doctor, turning to another subject, I understand that you have recently been elected as president of the World
Medical Society or the World Medical Association orDr. ANNIS. No; I have recen~tly completed I year as president of the
World Medical Association.
Senator SMATHERS. In your travels throughout the world, how has
the medical program worked with respect to elderly people in, let's
say, Great Britain or Canada? What has been your experience?
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What has been your conclusion with respect to how those programs
have worked and is there any similarity between those programs and
that which is envisioned under King-Anderson bill?
Dr. ANNis. No; they are totally different programs from beginning
to end. King-Anderson would be a small step in that direction.
But this I can say: Having visited extensively in certain countries,
having had appointments with ministers of health, those running the
institutions ofmedicine, doctors in practice in and out of government
and institutions, I found there is no other country that can approach
the extent of quality care, the distribution of quality, and the availability of quality medicine that this country has.
In some cities abroad, from some doctors, in some hospitals, some
people get high quality medical care.
Emergency care is generally available wherever there are doctors.
If you have a heart attack, or a stroke, or break a leg, if there is a
doctor there, he will do his best no matter what his language, no
matter where he is from.
But in the overall quality of medicine which is available across this
Nation, no other nation can touch it.
In England, for example, their system is suffering. There in July,
the British Medical Journal had their second editorial in 2 years on
the emigration of British physicians who are leaving the country
because they do not have the opportunity to practice the quality of
medicine for which they have been trained. This is a long and another
story we can provide, but basically there is no other country that can
approach the type of medical care, the type of educational facilities,
the expansion of facilities for the production of doctors, and the expansion of hospitals and medical institutions to give them the tools
of modern science which exists in this country.
Senator SMATLIERS. I congratulate you on your candor. I gather
from what you say is that the King-Anderson bill should not. be
equated with the type of program which they have in Great Britain
where apparently the type and quality of medicine has deteriorated
since they put in whatever program is that they now have?
Dr. ANNis. That is correct.
Senator SMIATIIERS. Doctor, as you know, many people say that the
basic objection '-ey have to the Kerr-Mills law is that it requires a
means test. I other words, people do not like to go down before
some board and state the extent of their poverty from which they are
suffering.
What is your response to that?
Dr. ANNIs. The fundamentals of good health are good food, clothing, and shelter. These are basic to good health. But no one proposes that we provide food, clothing, and shelter; pay the grocery
bills for everybody over the age of 65.
But we do provide it for two and a quarter million people over 65,
because they are unable to provide for themselves.
Now for whom do we provide? For those who are in need, and a
means test demonstrates their need for Government assistance. We
provide low-cost Government housing for whom? For those whose
income and assets put them into the position where they need aid and
assistance from Government.
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We have one program after another to provide for people unable
to provide for themselves, and we determine this by a means test, just
like when you go to borrow money, you pass a means test.
Senator SIATrERS. Do you know of any other Government program
where a means test is required?
Dr. ANN I. No-you mean any other government where it is required?
Senator SMATIIEns. No; any other Government program which we
have in the United States today?
Dr. ANNis. Where a means test is required?
Senator SMATHERS. Yes.

Dr. ANNrs. Yes, sir. Old-age assistance; aid to needy families
with dependent children; aid to the blind; aid to the permanently and
totally disabled; aid to the aged, blind, or disabled; medical assistance
for the aged; low rent public housing; rural housing loans; school
hlnch programs; veterans' pension; veterans' hospitals; and domiciliary medical care programs. The surplus food program distributed
last year was in the neighborhood of $200 million.
Now, people can't load up their children in a station wagon and
go down and say, "We have got a lot of mouths to feed, fill her up."
They say, "Where do you live? how much is your house worth?
what is your mortgage? where do you work? how much income do you
have?"
But if you need it for yourself or your children, the Government
surplus food program is available.
All a means test determines and says to the taxpayer is, "We will
not take from you your wages in the form of taxes and give them to
someone else except on the basis of their need for it". The need
attached to Kerr-Mills is merely the same need that we attach to such
provision as food, clothing, and shelter. If it is reasonable to say it is
beneath a person's dignity to ask for help for health care, and that
therefore we must provide for all 18 million over 65, the rich as well
as the poor, at the workers' expense, then why is it not equally reasonable to say that people shouldn't have to ask for food and therefore we
should pay the grocery bills for everyone over the age of 65.
Senator SMATI-IERs. Doctor, turning once again to Kerr-Mills with
respect to its costs, do you know how much it cost the Federal Government to operate Kerr-Mills this past year?
Dr. AxNNIs. I don't have that figure.
Senator S3IATnERS. Is it your judgment as more and more States
begin to utilize it that the cost of the aging problem will increase?
r. ANNis. I believe it will increase for some years until they catch
up where they are not covered at the moment or where the coverage is
inadequate or incomplete but I believe once having reached that stage
it will be a declining rather than an increasing problem.
This is true in your State, this is true in many States where we take
care of fewer people today under old-age assistance and assistance to
people over 65 than we did 10 years ago, even though our population
has almost doubled since then.
Senator SmATHEItS. Doctor, you have associated with leading figures in political life both Federal and State. Has it not been your
observation that men who run for public office are much inclined to
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outdo each other with respect to how generous he is going to treat his
constituents and on that assumption with which I am sure you would
agree, would you not have the fear that each State or each legislator
will say: "Well, if my opponent is willing to make the limit under
which a family or person can receive free medical care $3,600, I am
willing to make it $4,000," and then the third fellow who is running
will say: "Well, I will make it $5,000," and eventually they move this
means test to the point where in practical consideration it is no means
test at all.
Everybody will get free medical care under Kerr-Mills who has
$8,000 or less. Do you envision that or do you not envision that
prospect?
Dr. AN.NIs. No, sir; because of the check at the State level. You
see, it is rather difficult for the fellow at home to control what you
might do up here in Washington,
It is much less difficult for him to control what they do in the State
legislature, and he is much closer to his legislator at the State level
than he is at the National level.
You may be busy around the clock now and around the calendar,
whereas these men are home, except for the 2 or 3 months that the legislature meets every year or two. These people at home realize that
no Federal-State program on a matching basis can operate without
increasing taxes at the local level. I believe that this is one of the wise
checks and balances built into the Kerr-Mills law, whereby we limit
the dollars to be expended to those who need them. We limit the program through the taxes which are levied at the local and State level.
Senator SMATHERS. You will agree, however, that as the States begin
to implement the Kerr-Mills program more which, as I understand,
you advocate, that obviously costs to the Federal Government will increase?
Dr. ANNIS. Mr. Smathers, in the one State that I am sure of the
record, the senior citizens of our State over the age of 65 have more
than doubled in the last 12 years, but we have fewer people on relief.
fewer people receiving old-age assistance, fewer people receiving medical assistance now than we had 12 years ago.
In other words, the mere fact that we are adding more and more
people over the age of 65, does not mean that they are dependent.
More people have their social security checks, more people have pensions, more people have lived a longer period of time, and they are
better able to provide for themselves through insurance and other
funds. We are not getting an increasing number of senior citizens
who are dependent, even though we are getting an increasing number
of senior citizens.
I believe the program costs will level off as soon as we have caught
up and ha.o a. fairly'good program across the Nation.
Senator SMAATHIERS. Do you not agree, however, that the cost of

medical attention in the light of the fact that hospital costs, for example, have increased to something in the neighborhood of $40 a day,
that tie general costs for medical care will go up and that even though
more and more of our people do have higher and higher incomes after
they are retired, will result in increased costs to the Federal Governnment and the States, if they are to take care of this program?.
Dr. ANNIS. There isn't, any question about it: With increased
knowledge and skills. The cost of medicine which depends upon
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personal care will rise. Across the Nation 70 percent of hospital costs
is the labor cost.. When the average hospital bill is paid, $10 out of
every hundred is for men and women who work in that hospital, not
counting doctors, equipment, and drugs. As we increase knowledge
and skills, we have to hire more people, and medical care costs will go
up. This is true.
But the limitation on Kerr-Mills is that more and more people are
providing for themselves through voluntary insurance and prepayment plans. More and more of our senior citizens are providing for
themselves, especially catastrophic care, through insurance. So they
will not be an increasing burden, and they will be able to meet these
increasing dollar costs, because of these policies.
I do not envision an increasing number of dependent senior citizens
who will call for an inordinate increase of total expenditure from
Federal sources.
Senator SMIATIIERS. Well, Doctor, I have no further questions to
ask.
Senator Goni. Mr. Chairman I hve.
Senator SMATITERS. Senator

6

ore.

Senator GORE. I find one other paradox in this whole situation, Mr.
Chairman.
Dr. Annis has just lauded the use of the insurance principle by a
growing number of our citizens, yet lie is unalterably opposed to a
plan which would apply the insurance principle to all'of our citizens.
Dr. ANNIs. I know or no such program, Senator.
Senator GORE. Well, the overwhelming proportion. You will accept
that ?
Dr. ANNIs. No. If you are referring to AndersonSenator GORE. Yes.
Dr. ANNis. You see, King-Anderson is not just an extension of
social security except as it is an extension of the tax. King-Anderson
will provide a service, rather than dollars with which you can look
ahead and know exactly how many will have to be spent. KingAnderson purports to provide a service which, as Senator Smathers
has just indicated, will continue to go up in cost as medical knowledge
and science advances.
This service is to be paid for by increasing taxes levied on those who
work and, as you. are well aware, under this bill, the 18 million people
who are already over the age of 65, would never have paid any of its
costs, but would benefit as long as they lived.
Senator GORE. Well, you found, as I understand you, that a larger
number of citizens were currently )roviding some security through
the purchase of private health insurance plans.
Dr. ANNis. This is correct.
Senator GORE. And you think the more who do that, the better?
Dr. ANNTS. Yes, sir.
Senator GORE. I think I would agree with that. But then you do
not. want at all an actuarially sound program based upon similar insirance principles operated through and by the social security system?
Dr. ANNIS. But you are talking about something different. No
one benefits from insurance policies unless he and his family have
been participants in the purchase of these insurance policies and have
paid for its premiums.
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You are talking about a program under which 18 million people
would immediately benefit, but under which not one of those who
paid the costs would benefit.
You see the total costs for these-Senator GORE. The people who pay the costs are entitled to the
benefits. Are you only objecting because a number of people would
become eligible for aid immediately?
Dr. ANNIS. No, sir.
Senator GofE. That couldn't be your objection.
Dr. ANNIS. No; my impression is, thi's is the Finance Committee
of the Senate and for this reason is involved primarily in costs.
Our major objection is that under this bill, these services would be
provided only in hospitals under contract with the Federal Government, operate(l under rules and regulations from Washington.
We are opposed to this kind of central control of medical institutions. We have not dealt with that -phase of it, because this is primarily a hearing in the field of finance, and we (1o feel it is important
to the workers of this Nation and their employers to realize that this
is a new program, promising benefits of unknown cost,, and which is
to be paid for by an increase in the payroll taxes of those who work.
Senator GoPn. You think there is any way to forecast what the costs
will 1)e under Kerr-Mills?
Dr. ANNiS. I know that in the past 3 years, the administration itself has continued to upgrade what they think it will cost.
Senator GoRE. But. if you condeni one program with the uncertainty of future costs, both must stand upon the same charge.
Dr. AN-is. No, on the contrary. When you 1)uy insurance in an
insurance system, the cost for your premium is actuarially established
on the basis of costs and claimants. But you are talking, under KingAnderson, of promising to provide a service for which no such projection has been made.
Senator GoRE. I beg your pardon, a projection has been made.
Dr. ANNIS. May I say that the figures of the Department of Health,
Education, and Welfare have been constantly upgraded for 3 consecutive years. And yet the promise made to tie worker is that it will
not cost him more than a dollar a month during his working career.
These things just are impossible to jibe.
Senator Gouim. Fortunately or unfortunately, the cost of most things
is voing up, including medical care and hospitalization and drugs.
Dr. ANNIS. And under such a program
Senator GORE. And more and more of our people are unable to meet
the costs. You have, without dodging around the bush in any way,
applauded the insurance principle in one respect but condemned it
in another.
Dr. ANNIS. On the contrary. Social security is a tax and has so
been designated by the court.
Senator GORE. 'Of course it. is a tax and it is paid into a trust fund.
Earlier today you said that the-I won't undertake to quote you,
but if I misstate your meaning I hope you will correct me--I un'derstood you to say tat the Federal Government had no duty to provide
for people merely because of a birthday.
Dr. ANNIs. This is correct.
Senator GoRE. I have stated the meaning of your remarks?
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Dr. ANNIs. We were talking of health care and I said we had no
obligation to provide merely on the basis of a birthday.
Senator GORE. Well, then, the social security program itself would
have to stand condemned by the same yardstick
Dr. AwNis. No, they are totally unrelated, Senator. The social
security program was set up to benefit people on the basis of their
contributions into the system over their working lifetime-for this
they get x number of dollars when they reach a certain age.
Senator GORE. According to what they paid in.
Dr. ANNis. On the basis of what they paid in, that is correct.
And every time you have increased the total number of dollars that
you give in benefits, you have increased the taxes to provide them.
But under King-Anderson you are not saying that we are going
to give you $5 a year extra, across-the-board for everybody, or $5 a
month, or whatever it is. Under King-Anderson you promise to provide a certain service, and you have no way of knowing how much the
service will cost except that it will continue to increase.
We are merely calling attention to the fact that as the cost of services increases and the cost of paying for them, the tax on workers and
the payroll will have to go up.
Senator Gonn. I would like to read you a quote:
Many Blue Cross plans have, at least heretofore, offered subscribers protection on the basis of the care provided-that is, service benefits.

You applaud the Blue Cross plan, don't you?
Dr. A,,Ns. I think Blue Cross has done a very good job, by and
large.
Senator GORE. I am a subscriber to it.
Dr.ANNIs. So am I, among others.
Senator GORE. But you don't think it would be well to have a social
security program that would have similar service benefits?
You condemn that for a social security program but subscribe to it
for Blue Cross?
Dr. ANNIS. On the contrary, Senator. I have sat on the Blue Cross
board.
Senator GORE. You have said on the contrary so muchDr. ANNIs. Yes, that is correct, because you are putting words in
my mouth that I did not say or did not intend.
Senator GORE. I beg your pardon, I haven't put words in your
mouth nor have I attempted to, but merely repeated the words you
have uttered.
Dr. Axxis. Blue Cross has repeatedly, because of increasing costs
of hospitalization, gone before insurance commissions to ask for increases in their rates, because, with the increased costs and the increased demand for services, they have had to charge more to those
who subscribe.
The proponents of King-Anderson have been on many programs,
including nationally televised ones, and have promised the workers of
this country, and I quote: "It will not cost you more than $1 per
month during your working career to pay for these benefits."
Now if what Mr. Smathers referred to-and you and I agreed to-was that costs will go up, as medicine expands in its knowledge, then
the money has to come from somewhere. I merely hope that the
people of'the Nation are impressed with the fact that they cannot buy
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something with an undisclosed price tag, something which in the
light of the past will continue to go up, without having to pay more
than they have been told they would have to pay. Others have said:
"No employee will pay more than a dollar per month increase in his
taxes during his working career," and "No employer would pay more
than a dollar per month or $12 a year."
This is the thing that we wish to highlight. There is no such thing
as something for nothing.
If we are going to provide these benefits, it will be with increased
costs. I have no conflict with anyone who argues for the point as
long as they give the impression to the people who must inevitably
pay all Government costs, that it will call for an ever-increasing tax
on their wages, which is necessary to justify and to support such a
program.
Senator GonE. I do not know, of course. You may have made, or
may have had access to statements which you have quoted. I have
not.
I would like to read to you further, * * * the larger plans have
traditionally made service'benefits available to their subscribers."
I think that every life insurance policy I have ever read provides
benefits in specified amounts. But I think the history of our economy
shows that the cost of medical care, just like the price of gasoline, 5r
the cost of sending a person to a hospital, like sending one to college,
has constantly increased.
But I don't understand why you would condemn one plan by stating these facts but then say that in some way it doesn't apply'to the
other.
It seems to me it applies to all.
Dr. ANNiS. Senator, I don't condemn them except to the point that
many of the proponents of this program are telling the workers of
this country, "If you vote for this it will not cost you more than a
dollar a month during your working career."
Senator GORE. Are you opposed to the bill because of its provisions
or because of what somebody says about it?
Dr. ANNis. I am opposed to the bill for several reasons, but I think
that anyone trying to sell it should tell the whole story and not just
fabricate a part of it and not tell people they are going to get a whole
lot for a little.
Senator GORE. T would agree with that. But you wouldn't be opposed to a bill if it were sound and equitable in its provisions merely
beeaiise some advocate had oversold it?
Dr. AiNis. No, this is correct. We are hopeful that the American
people will not buy something on the basis of a promise that they are
going to get unlimited medical care which will never cost them more
than a dollar a month. I think this is dishonest selling.
Senator GORE. I know time for lunch has arrived and I will not
persist.
I do want to say that in addition to the basic fallacy in Kerr-Mills.
to which I have already referred, there is another principal fallacy
with which I thoroughly disagree, and that is the means test. The fact
that this old gentleman who writes me must. take his hat in his hand
and show that he and his wife have less than $150 a month income
in order to be eligible for hospitalization under a program of the Gov-
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ermnent of the great United States of America is something that I
do not endorse.
Dr.ANNIS. Senator Gore, the man's letter states he is on old-age
assistance. He had to go-Senator GoimE. I beg your pardon, he does not.
Dr. ANNis. I was under the impression that you stated that lie was
denied hell) because they told him lie was receiving old-age assistance.
Senator GoRE. Not old-age assistance, social security.
Dr. AN..Is. I misunderstood. I thought the words you used were
old-age assistance.
Senator GORE. No, I only used the words "old-age assistance" when
discussing one of the points of eligibility.
Dr. ANNIS. I was under the impression that his letter indicated because lie was under old-age assistance, neither lie nor his wife was
able to obtain benefits. I can be in error on that.
The point is, those who receive old-age assistance also have to go
to a governmental agency to justify their asking for assistance.
Senator GoRE. Well, !-if you misunderstood, why I can under.
stand; all of us do sometimes.
But I specifically read the words "social security payments."
I would like to allude to one thing lest a wrong impression be left but
before doing so I wish explicitly to have it understood that I think we
nnust find our own solution to our own problems in our own peculiar
way.
I certainly do not advocate a system of medicine or social security
or medical benefits for our country which exists in any other.
I wouldn't want the impression to remain, however, that doctors
are the only people who are emigrating from Great Britain. One of
lie motivating factors may be the higher income that doctors can earn
in other countries, but doctors are not the only category of trained
1)eople whose loss Great Britain is suffering.
Only last year there was a considerable debate in Parliament about
scientists an(l engineers coming to the United States.
This immigration of doctors to the United States from Great Britain
inay be for causes other than that which you have stated.
Now, I have visited hospitals in a mmber of countries. I find the
quality of medical care rather high in the Western World. It is very,
very poor in Africa, some other places that I have visited, southeast
Asia.
In some respects I think ours is better than any but we certainly
can't claim superiority in all areas. For instance, could you cite us
the infant mortality rates in Norway and Sweden and the United
States?
Dr. AN.NIs. Yes, sir. If you had the figures for this which were
given at the World Health Organization, it was pointed out that there
is a fallacy. When I was in Norway in June and in Stockholm,
Sweden, and in Helsinki, Finland, this was one of the figures that I
reviewed with physicians there.
You see, the figures for infant mortality are computed differently
in different countries.
In Sweden, for example, no child is considered born alive unless it
shows absolute evidence of having fully expanded its lungs. In the
United States, however, a child is considered alive if there was an
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audible sound prior to the child having been delivered through the
birth canal, if there is a pulsation of the cord, any evidence of capillary
circulation, and many other things which are not considered in other
countries; and because the standards and the requirements are not
the same in different countries, these births are not recorded.
Secondly, in great numbers of these countries, the birth is recorded
often a week or two after the delivery. In one of the Western European countries, for example, they don t even record the birth certificate
until the second 24 hours, and most babies who were not alive then are
recorded as stillborn. So the Health Organization figures are frequently quoted in an attempt to discredit the United States as not
having good-quality medicine. The physicians in these countries
have admitted there is no reason for such comparison, where the standards or the criteria for a live birth are not the same.
Senator GORE. I actually do not have the figures with this explanation and qualification. Would you mind stating the figures?
Dr. ANNiS. I would have to look up the exact figures.
Senator GoRE. Will you supply them, would you be so kind as to
supply them for the record?
Dr. ANNIS. I would be very happy to, sure.
(The material referred to follows:)
[Committee report from the Journal of the American Medical Association, July 27, 1964]
How Is A NATION'S HEALTii LEVEL MEASURED?*
IMPLICATIONS OF INFANT MORTALITY RATES
Recent articles in lay and medical publications have stressed the fact that the
infant mortality rate in the United States is somewhat higher than rates found
in certain other developed nations. These articles exclude reference to the
other indexes for determining health level on a statistical basis-the general mortality rate, the maternal death rate, and the estimated life expectancy at birth.
Whether meaningful comparisons can be made between nations by interpretation of vital statistics is conjectural. Comparisons based only on rates, ratios,
or averages have little meaning unless differences in the demographic, social,
and economic structure of the nations being compared are noted.
Vital statistics must be viewed carefully to avert erroneous conclusions. Any
comparative study must take into account differences between nations in view
of the ethnic, economic, and geographical characteristics particular to each.
VITAL STATISTICS

Datacollection
Because of the many factors operative in the collection and use of statistics,
errors of content can occur in the several stages of compilations and processing. In addition, errors of coverage include differences in the completeness of
registration, in tabulation procedures, and in definitions of vital events.
Any indexes or definitions used for appraisals or comparisons should be
clearly indicated and examined for reliability and validity.
The reliability of vital statistics varies widely because no uniform legal specilications for the collection of data exist. In some countries registration of vital
events is compulsory for only part of the population. For example, Australia
does Pot include statistics for its nomadic aborigines. Other countries regularly
exclude data for a segment of the population in which registration is not coitplete, though comIulsory. The fragmentary nature of the resulting data is an
important limitation in the use of vital statistics.
Variable8 in compilation
A number of countries tabulate vital statistics by date of registration rather
than by date of occurrence. Thus, any delay in registration must be considered
as a variable.
*This report was prepared by the staff of the Department of Community Health a"(d

Health Education In collaboration with the Committee on Maternal and Child Care and its
special consultants.
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Definitions of vital events vary, and it Is important to determine the uniformity and definitiveness of a statistical criterion for recording an event and for
differentiating between events in a particular study. There are, for example,
differences in criteria for registering fetal deaths and live births. In most counstries, "any sign of life," including respiratory effort, pulse, heartbeat, or volhmitary movement is the criterion for registration of live birth. However, in some
countries a more restrictive definition ("breathing" only) is used. The same
event might be listed as a live birth and infant death in one country and as a
stillbirth or fetal death in another.
The 1962 United Nations Demographic Yearbook states that "complete vital
statistics are Judged to be those which represent at least 90 percent of the total
births, deaths, etc., which actually occurred in a year." ' This definition introduces still another variable-that of the completeness with which the vital events
are reported and registered-into the reported vital statistics, a factor of unreliability which ranges as high as 10 percent.
Specific criteria
Table I shows statistical data for nine countries, each of which has a population of over 300,000, uses the World Health Organization definitions of vital
events, and has relatively complete reporting as defined by the United Nations
Demographic Yearbook.
Generalmortality.-Expressed as a crude death rate, general mortality is based
on the number of deaths per 1,000 persons, with the exclusion of fetal death rate.
The general mortality column in table 1 reveals a high of 11.5 per 1,000 and a
low of 7.6. Although this is a rather large difference, it is difficult to nake general comparisons because of the effects of ethnic, social, and population variables
between the countries. It would also be erroneous to make specific coniparlsons
of these crude death rates without relating the rates to specific age groups. Furtlr, if the general mortality rates are examined over the last 15 years, they show
little more than slight trends and small differences from the present rates.
TABD.E 1.-3 aspects of vital statistics in 9 countries 1 (1960 data)

General mortality rate Maternal mortality
per 1,000 popularate per 10,000 live
tion 2
births 3
Number of
deaths
Netherlands -----------------------------Sweden ----------------------------------Norway ---------------------------------Finland .---------------.---------------

Rates

Number of
deaths

Rates

87,248
53,620
32,623
39,861

7.6
10.0
9.1
9.0

93
38
26
45

3.9
3.7
4.2
5.5

United Kingdom -----_----------------6O3 842
Ireland -----------------------------------32,591
Federal Republic of Germany-----------606,731

11.5
11.5
11. 4

331
27
957

3.6
4.4
10.1

Denmark --------------------------------Switzerland -----------------------------United States ----------------------------

43,619
72 558
1,711,982

9.5
9.7
9.5

23
54

1,579

Average
life expectancy
at birth 4

3.0
5.7
3. 7

73.0
73.0
72.9
66.6

72.1
68. 7
69.9
65.58
69.3

70.3

ISources: Appropriate tables from Demographic Yearbook 1962, 14th issue, Now York: United Nations,
1962,p. 13.
3 Population figures found In table 2.

3Live birth figures found in table 2.

4Based on most recent census figures available.

Maternal mortality.-A computed rate involving only the number of deatlis
due to certain diseases of pregnancy, childbirth, and puerperiuni in relation to
the number of live births during the year, maternal mortality is generally assuIled to have a special significance as an index of prenatal, obstetrical, and
postnatal care. When the maternal mortality rates in table 1 are considered,
however, the U.S. rate (3.7) is bettered only by Denmark (3), and the United
Kingdom (3.6). The U.S. rate is identical with that of Sweden and is lower
than tisat of the Netherlands, Norway, and Finland. These rates indicate rather
saall variations between the United States and eight of the nine countries.
An exception occurs with the Federal Republic of Germany, whose rate
(10.1) is a marked deviation and has considerable significance, although the
causative factors for this deviation have not been determined.
'Demographlc Yearbook, 1962, 14th Issue, New York: United Nations, 192, p. 13,
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Life expectancy at birth.-This measure reflects the current mortality rates
at all ages, regardless of causes of death. Examination of the average life expectancy rates in table 1 reveals a range of from 73 to 65.8 years. Although
this difference appears significant, a better method of analyzing life expectancy
is on the basis of the average increase in life expectancy each year over a given
period. A significant qualification to be considered when comparing such data Is
the baseline age: a high-life-expectancy baseline in a population limits improve.
meant, whereas a low baseline allows for more dramatic improvement.
The greatest single factor in increasing life expectancy seems to be the general reduction in infant mortality. Other contributing factors are the improvements in general nutrition and the conquest of infectious diseases.
Infant inortality.-The number of deaths for infants (less than 1 year of age)
per 1,000 live births--the infant mortality rate-has decreased significantly in
Western countries since the beginning of the present century. Before 1900, infant mortality rates of 100 to 150 per 1,000 live births were common in Sweden,
England, and Germany. Now the rates are in the low thirties and below.
Infant mortality rates vary widely throughout the world. From available
data differentials in the rates may be found according to classification for income, occupation, social class, country, race, and other factors. Since infant
mortality is responsive to a multitude of conditions, it becomes difficult to isolate specific factors influencing a given mortality rate.
INTERPRETATIONS AND IMPLICATIONS
National health levels
Inherent errors In data compilation and differences in methods and definitions
of criteria make absolute comparisons of vital statistics between populations
difficult. (In some situations the effect of these differences can be substantially
reduced-for example, where vital statistics are tabulated by date of registration rather than by date of occurrence, the differences can be diminished by
using periods of several years as the basis for comparison.)
It is doubtful whether statistical variations and differences among countries
are significant enough to indicate meaningful relationships by casual observation alone. Before any valid comparisons of general and maternal mortality
rates and estimates of life expectancy can be derived, the many variables and
margins of error must be taken into account.
The effects of geographical, social, and economic factors on the general and
maternal mortality rates and the average life expectancy may be illustrated by
calculating combined rates for the nine countries listed in table 1. These combined rates become 10.8 for general mortality, 6.2 for maternal mortality, and
69.9 for life expectancy, with which the U.S. rates of 9.5, 3.7, and 70.3 compare
favorably.
Calculating combined rates for the nine selected countries is like adding apples
and turnips together. To compare a heterogeneous population with a homogeneous one, without reasonably accounting for the widely divergent origins, racial
characteristics, and geographic, socioeconomic, and cultural differences, is equally
questionable. The populations of the 50 Individual States of the United States
differ as widely in these factors as do the populations of the 9 selected countries.
If comparisons are to be made, therefore, the limiting factors must be taken into
consideration.
Infant mortality rate
Interpretation of the infant mortality rates found in table 2 requires an understanding of the circum,;tances of the origin of the data. The limitations in comparing rates, discussed with reference to other measurements, apply to an even
greater degree to statistics on Infant mortality.

SOCIAL SECURITY; MEDICAL CARE FOR AGED

441

T.%IILE 2.-Infant mortality in 9 countries cornpared with the United States
(1960 data)
Poptlation

Live
births

Infant
deaths

Infant

mortality
rate per
1,000

---------------------11,480,000
Netherlands -------------------..------------------.---------- 5,3Q2, 000
Sweden ----------- _---3,585,000
Norway ----------------------------------------------Finland -----------------------------------------4,429,000
Denm ark- --.. ..........--- .-..........................
4,581,000
7,480, 000
Switzcrlahd --------.---------------------------------.'nited Kingdom --_--------------------- I
---------- 52, 508,000
2,834,000
Ireland -----------------------------------------------Fe-lenal Republie of Germany ----- _--------------53,222,000
United States ..............................
.... 180,675,000

238,789
102,219
61,880
82,129
76,077
94,372
918, 280
60,735
947,124
4,257,850

3,947
1,699
1,167
1,727
1,636
1,993
20,678
1,777
31,974
110,873

16.5
16.6
18.9
21.0
21.5
21.1
22.5
29.3
33.8
26.0

White only ----r -------------------------------------------Nonwhite ------..-------------------------------------------

3,600, 744
657,100

82,479
28, 394

22.9
43. 2

I Sources: Appropriate tables from "Demographic.Yearbook 1962," 14th Imue, New York: United Nations,
1902,p. 13. "Statistical Abstract of the United States: 1963," 84th ed., Washington, D.C.: U.S. Bureau
of Census, 1963.

These limitations are summed up in the major source book for international
data on vital statistics, the 1962 U.N. Demographic Yearbook, as follows:
"Perhaps the most important and widespread limitation on the comparability
of infant mortality rates is that resulting from compiling statistics of Infant
deaths and live births by date of registration rather than date of occurrence
of the event. Where these procedures obtain a large increase, for whatever
reason, In the number of live births registered in any one year may introduce
sizable errors into the infant mortality rates, especially since deaths tend to be
more promptly reported than births.
"If the delay in the registration remains nearly constant and is approximately
the same for births and deaths, the rates are not affected in any appreciable
degree. But if-os is the case in many countries-a large proportion of the
births are not registered until many years after occurrence, then infant mortality
rates obtained by relating infant deaths for any one year to births which occrred over a period of years have little validity * * *."
This factor is of special Importance since the live-birth incidence is the
denominator of the infant mortality rate. The yearbook adds"Even on a date-of-occurrence basis, underregistration of births and infant
deaths also affects the infant mortality rates unless the proportion registered
is the same for both components * * *. As noted above, differences in levels
of completeness between the two components of the Infant mortality rate, I.e.,
the infant deaths and the live births, will bias the rates upward or downward,
the direction of bias depending on which component is more fully registered * *.
"Another factor which has a bearing on the completeness of live birth and infant
death registration is that concerned with the statistical definition of the event
to I)e reported. The exclusion from both the live birth and death register of
live born infants who die before 24 hours of age or before registration of birth,
may distort the statistics to some extent, tending to give the rates a downward
bias. Failure to register as a live birth each Infant death which occurs during
the first few weeks of life may also be a factor in the lack of comparability
among infant mortality rates, but the effect, if any, would be toward upward
bias." 2
2 Ibid., p. 4.

36-453--44--29
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Specific differences in reporting of data for the countries In table 2 and ai
follows:
Netherlands ------------------ Does not list as infant deaths those infants who
die before registration of birth. This sometime
is as long as a week. Babies born alive who die
within 3 or 4 days would be listed as stillbirths.
Includes births and deaths occurring abroad if
listed on Netherlands population register.
Sweden -----------------Until 1960, the only evidence of life recognize
in establishing live births was the act of breath.
ing.
Finland ------------------.
Infants weighing less than 800 gm, are not included in the still born statistics. Includes data
on Finnish nationals temporarily outside of
country.
United Kingdom -------------- Data tabulated by year of occurrence for England and Wales 'and by year of registration for
North Ireland and Scotland. Births before 21
weeks gestation are recorded as stillbirths.
Ireland' -----------------Data on events registered within 1 year of occurrence.
Shapiro and Morlyama ' recently studied the restricted difinition used in
Sweden where breathing is the only criterion of life and the practice in the
Netherlands of excluding from birth or death registration a live-born infant of
less than 28 weeks gestation who dies before registration. They indicated that
differences in definitions and statistical practices in certain countries may result
in an understatement In the infant mortality rate of from 1 to 3 percentage
points compared with rates of other countries. There is an even greater uncertainty about measures of fetal loss, which also affect the infant mortality rate.
Other variants must be recognized when making comparisons of Infant mortality rates. When the gross relationships between infant mortality and various socioeconomic factors are examined, positive correlations are found between
low infant mortality rates and high income, high social status, and well-paying
occupations. For example, in a review of perinatal mortality (fetal and neonatal mortality) in Great Britain for each year from 1911 to 1950, a consistent
decline in rates for all social classes was found; however, the differential between
the various social classes did not substantially change through the years.6e
It is obvious that, with all the variables to consider, a smaller country, such as
Swedeni, with its homogeneous ethnic, socioeconomic structure, should not be
directly compared with a vast heterogeneous nation, such as the United States.
The effect of comparing two relatively heterogenous populations can be illustrated effectively by combining the data for the countries In table 2 and calculating a simulated infant mortality rate for this combination. When this is done,
the computed rate for the combined countries is 27, as compared with the U.S.
rate of 26.
The effect of comparing infant mortality between homogenous populations can
be illustrated by comparing the rate for a population within a small area of the
United States with that of a similar homogeneous population in Europe. When,
for example, the white populations for Minnesota and Wisconsin are combined
and are compared with the combined data for Norway and Finland, the infant
mortality rates are 21.3 and 20.1 respectively (table 3). Another comparison
can be made between Minnesota and Wisconsin combined (white data only)
with Switzerland-rates of 21.3 and 21.1 respectively. Although In these
instances the rates are similar, it is important to emphasize that the populations
cannot be considered equivalent.
3 Data tabulated by year of registration rather than occurrence.
4Shapiro. S., and Mkforlyama, Iwao f.: "International Trends In Infaiit Mortality and
Their Implications for the United States" Amer. J. Public Health 53 : 749 (May) 1963.
Morris. J. N., and Heady, J. A.: "Rortality in Relation to the Father's Occupation,"
1911-50, Lancet 1: 554-560, 1955.
6A more complete discussion of this study and other variables will be reported by the
AMA Committee on Maternal and Child Care of the Council on Medical Service'in a
subsequent communication.
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3.-oniparsornof infant mortality rates by homogeneous regions " (1960
data)
Population
Live births Infant deaths
(white only) (white only), (white only)

Minnesota ............................

3,371,603

85,957

White rate
only

95,620

2,030

1,853

21.5

181,583

3,883

21.3

3, 585, 000
4,429,000

61,880
82,129

1,167
1,727

18.9
21.0

Total ....................................
8,014, 000
Switzerland ....................................
7,480,000

144, 009
94,872

2,894
1,993

20.1
21.1

.

Wisconsin ...............................
.
3,858,903

Total ....................................
7,230,506
Norway -------------------------------Finland --------------------------------

21.2

1Sources: Appropriate tables from the "Demographic Yearbook 1962," 14th Issue, New York: United
Nations, 1962, p. 13. "Statistical Abstracts of tho United States: 1963," 84th ed., Washington, D.C.:
U.S. Bureau of Census, 1063.

What if the rate of a single State is compared selectively with the rate of a
single nation? For example, if Connecticut's (white population) rate Is compared with Ireland's, the rate for Connecticut (20) appears to be more favorable
than for Ireland (29.5). If Oregon's rate (white population) is compared with
a nation which is frequently referred to as healthy-New Zealand-little difference is found between the rate for Oregon (23.7) and New Zealand (22.6)
(table 4).
These comparisons demonstrate the fallacy of comparing infant mortality rates
without giving consideration to the multitude of variables involved. Selective
grouping of populations to simulate comparable characteristics tends to produce
comparable infant mortality rates, but certainly more is involved.
Race is a factor which appears to affect the infant mortality rate in the United
States. The rate is 43.2 for the nonwhite population and 22.9 for the white population. The difference is more attributable to socioeconomic factors, however,
than to the implied racial rate. Better rates are found for nations which exclude nonwhites in their vital registries, have few nonwhites, and have little or
no significantly depressed areas in their populations.
The significance of this variable is shown by the fact that in 1960, 88.6 percent
of the U.S. population was white, whereas the white population for Sweden was
99 percent, for Norway 98 percent, and for the Netherlands practically all of the
population. If only the white infant mortality rate for the United States is considered, the rate is reduced from 26 to 22.9. When this rate is compared with
the combined nine-nation rate of 27, a distinct difference appears. This implies
that the nonwhite factor exerts a strong influence on the U.S. rate. This is not,
however, the only problem involved, since over the years, the rates have declined
substantially for both white and nonwhite groups, with the decline for the nonwhites more marked than that for the whites.
TAnL

4.-Comparison of infant mortality rates by single States and nations
(1960 data)
Population

Connecticut ---------------------------------Ireland --------------------------------------New Zealand ----------------------------Oregon ---------------------------------------

2,423,816
2,834,000
- 2, 372,000
2, 751,000

Live births Infant
deaths
(white only) (white only)
53,112
60,735
62,850
37, 078

1,062
1,777
1,420
879

Rate

20.0
29.3
22.6
23.7

'Sources: Appropriate tables from the "Demographic Yearbook 1062," 14th Issue, New York: United
NyatIons, 1962, p. 13. "Statistical Abstract of the United States: 19063.84th ed., Washington, D.C.: U.S.
Bureau of Census, 1963.
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Geographical'variati0ns in infant mortality also Influence the total mortalit
rate for the United
States. The 1960 rates varied considerably among the ind
vidual States. 7 Utah had the lowest rate (19.6), followed by Connecticut (21.1
and Minnesota and Massachusetts (21.6). The highest rates were recorded i,
lississippi (41.6) andAlaska (40.5).
The pattern of geographic variation is also greatly Influenced l)y the rachi
composition of the population in various States. The infant mortality for thi
white population of Utah was 18.8, compared with Mississippi's white rate o
g6.6. it contrast, Utah's 18.9 percent nonwhite population had a 54 rate, an(
lississippi's 42.3 percent nonwhite population had a 54.3 rate. The lowest rat(
for a white population was 17.8, recorded by Delaware, and the highest was 30.,
in New Mexico-the latter undoubtedly influenced by the large number of per
sons of Mexican origin. South Dakota, with a rather large American Indiar
population,. had the highest rate for a nonwhite population: 76. New Hamp.
shire, with only one nonwhite infant death, recorded a low rate for nonwhite
infant inortaltly of 10.6.
Infant mortality rates have increased recently in most large urban area!
with a concentration of low-income groups. For example, New York City':
district-by-district birth and infant mortality records show that two dlstrictE
wltha,, very high, concentration of low-income groups have a very high rate where
cothpared with-ditrlcts of middle-income groups. The central Harlem area ratof 48.9 and Brooklyn's Bedford Stuyvesant district rate of 43.6 can be contrasted
with a 16 to 19 rate recorded in the middle-income districts of the Bronx, Brooklyn, and Queens.
COM MENT

It is interesting to speculate about the reasons for differences found in infant
mortality rates among populations, but the real causes of these differences are
unknown. Only partial answers are available to assist in reducing infant mortality. Present data, when adequately analyzed for trends and fluctuation.
within a specific population, does yield helpful information.
Because impairments and deformities make some of the newborn exceedingly
poor risks for survival, reducing the infant mortality rate to "zero" is probably
impossible. Nevertheless, it is essential to set as a present goal the reduction of
environment hazards contributing to infant mortality rates.
Present knowledge Indicates that as the infant mortality rate approaches the
irreducible minimum, the social and environmental factors become less operative
and the "personal" factors of "maternal efficiency" become more important.
Since the Infant mortality rates are declining to low levels in many areas, the
next steps in research might be directed toward studying the relationships of
Infant mortality and morbidity to maternal factors. Specific research on infant
care practices, intelligence, and other personal factors of the mother Is now
essential. This research could contribute toward further reducing infant mnortality and morbidity.
CONCLUSION

General, maternal, and infant mortality rates, and the estimated life expectancy are not reliable measures of health levels among nations. These statistics
are products of many variable factors and are essentially crude measurements;
extreme caution should le used in drawing conclusions from them.
Vital statistics do, however, yield useful Information for public health purposes
when they are carefully analyzed In terms of trends within a specific geographical
and cultural setting.

Senator GomE. From illy lilnited knowledge, Doctor, it is my belief
that medical science is more advanced in the United States than in
any other country, but certainly I don't think we have a right to claim
a monopoly On competency of physicians or efficiency of hospitals.
Dr. AiNNIS.
G
this is true. There are fine physicians, dedicated physicians, great scientists all over the world. I alluded to
this in talking to Mr. Smathers, wherein I stated in some cities, with
some doctors, in some hospitals you can get quality medical care
comparable to the best. The difficulty is where they have one, we have
7 "Statistical Abstract of the United States: 1963," 84th ed., Washington, D.C.: U.S.
Bureau of Census, 1963.
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a hundred. Where they have 10 such physicians, we have a thousand;
this is the difference.
By virtue of the type of system under which we operate, we have
no claim on intelligence and devotion that others don't have. But
they do not have the opportunity in any of these other lands to which
we have referred for the growth and the development of young people
and young brains and young ideas because of the lack of tools.
In England. the education of physicians is marvelous. They have
very fine physicians, but I spoke to many in their hospitals who have
no place to go because they have not built a new hospital; the older
physicians live for many years in practice and there is no place for
the new physician under the system. They not only come to the United
States, but go to other countries, Australia, New Zealand, and countries
in continental Europe. England has been turning out fine physicians
with knowledge and skills. Yet not making available the tools of
modern science-laboratories, X-rays, hospitals, and research institutions-would be like turning out a great number of good cabinetmakers
and yet denying them the woods or the tools necessary.
We have no single market on brains. The reason that we have expanded so--and I said not that we have the greatest quality-is that
we have more high quality.
Our distribution of quality across this land is not found in any of
these countries. In their major centers you find marvelous doctors
doing marvelous work.
But in some of these countries only one center may exist, for example, for diseases of ear, nose, and throat: whereas in this country we
have them up and down the land, and this is the difference.
It is not they don't have dedicated, fine, scientists and physicians,
but we have unlimited opportunities and are constantly making more
so that we put to use the very fine brains. We are happy to say, that
we have opened 9 new schools since the war, we have 6 more being built
today, 10 more being planned, and in addition to all of our own schools,
we have 10,000 students today from other lands here as residents and
fellows studying to iml)rove their knowledge. America is benefiting
because great numbers of these stay here, not because they wouldn't
prefer to go home, but if they go home, they don't have the tools which
are available here, with which they can continue to be fine scientists,
fine researchers, fine teachers, and fine physicians.
Senator GoRE. I thank you for your appearance.
I have enjoyed the colloquy with you. You are well informed, you
are frank, and we have arrived at different conclusions as to how this
pressing problem of our people could be solved. But I think we have
found a wide area of agreement as to what the facts are. And after all
this is one of the purposes of a public hearing, and I thank you, sir.
Dr. ANNIs. Thank you.
Senator SMVATHERIS. If there is no objection I would like to put in
tme record the figures from the Federal budget with respect to the
number of jurisdictions with programs starting in 1960 and running
up to 1964, and also the cost which shows that in 1963, for example,
there was spent under the medical assistance for the aged program by
the Federal, State, and local communities, $289 million; 1965 it is
projected that they will spend $451 million.
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The Federal share of that in 1963 was $147 million, and in 1965
will run to $235,200,000. If there is no objection I want to make that
a part of the record.
(The figures referred to follow:)
TABLE

II.-Medical a8istancofor the aged
Number of
Jurisdictions

with
programs

1960: December ................................
1961:
June .......................................
December --------------------------------June .......................................
December ---------------------------------

1962:
1963:

June -------------------------------------December ---------------------------------1964: May -------------------------------------

Payments to recipients
Number of

recipients

Total

Average

14,662

$2,870,015

$195.75

18

46,428
72,159

9,312,876
13,919,80

200.59
192.90

28

101,634
109,815

17,415,814
22,514,732

171.36
205.02

29
32
35

136,336
150,162
181,056

26,612,990
30,212,901
35,219,429

191.20
201.20
194.52

Source: SociallSecurity Bulletins.

The following financial data on the program is from the Federal budget for
fiscal year ending June 30,1965:
Medical a88itatwe for the aged
1963 actual

Fiscal
____________

year

1964 estimate 1965 estimate
Number of different recipients during year -------------------338,200
Average annual payment per recipient on whose behalf payments were made ........-------------------------------------------Total expenditures for assistance--Federal, State, local
(millions) ...................................................
$289.2
Federal share (millions) .......................................
$147.4

452,600

532,100

$390.6
$201.1

$451.4
$235.2

$86

Senator SMATHERS. Doctor, just one other question and then we will
let you go.
Know it is getting late. You stated a moment ago that because
you were before the Finance and Taxation Committee you were directing most of your arguments against the King-Anderson bill because
of its cost and because of the tax which would be borne by employers
and employees and because of your belief that this tax would have
to be increased substantially as the years went by.
Then :you said, in answer to Senator Gore, that your real objection
to the King-Anderson bill was because you felt that it it were adopted
and administered by the Department of Health, Education, and
Welfare, which would pay out the money to hospitals, it would control
the hospital and in time control the medical profession. Did I understand you correctly that that was your major objection?
Dr. ANNIs. That is correct.
Senator SMIATHEIRS. Do you think it would be possible, or why
would it not be possible, if we pass such a law, as is envisioned by
King-Anderson and had social security financing of this program,
for us to put some restriction in the law which would have an' moneys
that are paid by the Federal Government for health care under King-
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Anderson, or whatever we finally end up calling the bill, paid totally
to some State official whom we might call for lack of a better name,
the commissioner of health of Florida, and that State commissioner
would take these funds and make such distribution as he thought
was necessary.
Would that then not relieve your fear that the Federal Government from Washington would control the hospitals ?
Dr. ANNiis. This is what we do today under Kerr-Mills. The Federal Government sends its money into the State where they are matched
with other dollars to provide for the needy.
So our opposition is twofold: first, that the bill as written would
put the Federal Government in control of our medical institutions;
and second, that the bill as written would provide this limited hospital and nursing care for many people who are not the responsibility
of the Government, and who are perfectly well able to provide for
themselves.
When Government begins to provide for the people, then they will,
to a great extent, take less and less responsibility to provide for themselves. This we have seen in other countries, and we are fearful of it.
Senator SMATIIIERS. Let me pursue that point with you just a little

further.
As I gather it, while you don't want Government to provide for
people who can otherwise provide for themselves, your greatest objection is Federal control, as I gather from what you said here today.
You have no particular objection to local government, either municipal
or county or State government, assuming responsibility in this area
of need. That is the reason you like Kerr-Mills.
Now, if we rewrote, in effect, the King-Anderson bill, and changed
its provisions so that any funds which would be collected by social
security for the health part of the program were turned over to the
State commissioner for health and welfare, and he in turn paid it out
to individuals rather than to hospitals, if it were done in that fashion,
would that not relieve your fear and objection to this present bill?
Dr. ANNIs. No, the extent that funds were expended for the needy,
whom we admit are the responsibility of the local and State governnients, there would be Kerr-Mills. But when it goes beyond that to
provide for the rich as well as for the poor, then we oppose this as individuals and as citizens.
Senator SMATHERS. I want to come back to the one point and not
talk about the rich and poor whom it covers for the minute.
Dr. ANNis. Our point is, it is not one or the other.
Senator SMATHERS. You mentioned this to me in private and I was

interested to hear you say it in the committee. Now that you have said
it in the committee, I think it would be helpful if we would try to
make the record real clear on that point.
As long as these people are putting up this money, we are having
what, you might say is an enforced savings program through social
security for, as you say, people who might not be in need later on down
the road, but you said your principal objection to the King-Anderson
bill was that the Federal Government would, in payment of these sums
of money to the hospitals, get control of the hospitals and finally in
running the hospitals, which is what you fear and that subsequently
it would then possibly begin to set doctor's fees and all the rest.
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Now, if that is your principal objection, and we put into law a provision which would short circuit the control of the Federal Government and take the sums which had been saved, transfer them, in effect,
to the State commissioner and he, in turn, could transfer it to the locacommissioner, and these people could then take their own money and
that matched by the employers to pay for their health care, would it
not eliminate aniy fear on the part of you and other doctors that the
Federal Government would be running their program ?
Dr. Ax-xis. It might eliminate that one objection, but the fundamental objection is still there.
You seeSenator S-MATHERS. Well, the fundamental objection as I understood it was that you were fearful that the Federal Government would
take over and run the program because it would be disbursing the
money to the hospitals and patients.
Dr. AxN s. I said this was our No. 1 fear.
Senator SMrATHERS. And then subsequently take over and set the
standards of what doctors would practice.
Dr. AN..IS. There are many objections; I merely said this was No. 1.
Senator SMrATIERS. Is that the No. 1 objection ?
Dr. Ax.NIs. It is not the only major objection.
Senator GORE. It is the principal objection.
Senator SMATHERS. It is the principal objection;
Dr. AxNis. It is the big fear and the principal objection.
But Senator Smathers, speaking of an enforced savings program,
the late Senator Kerr, before he died, asked the actuaries, how much
it would cost, today's working taxpayer to pay for the people-there
were then 17 million over 65-who had never paid anything for the
health care part, and never would as long as they lived. Assuming
that they will be in the hospital once in their remaining lifetime, according to the figures given by HEIV, lie asked how much it would
cost today's workers to pay for the people who are already over 65.
The answer given to the Senator was $35 billion?
Now, at the same timeSenator SMA'TIIEINs. May I interrupt, you right there to ask you this
question, and as you can" see we are extending the coverage, of the
social security program now to the point where it includes practically
everybody, it. now might even. depending upon how the committee
votes and the Senate votes, include doctors, so there would be very
few people left. uncovered by social security now.
You continue to talk about the 18 million of elderly people who had
never contributed a nickel to the social security program who will get
a benefit from it.
Can you not envision the day in the overall not too distant future,
where ihose 18 million will have passed on because of reasons of old
age, or other reasons, and that everybody who lives in the United
States will, in point of fact, be under som e coverage of the social security system, so that particular problem will. in the future, not )e
a. valid complaint because everybody will have contributed to the social
security systemDr. AxN TS. Mr. Smathers-Senator S-MA'rTERS (continuing). And therefore be under medical
care?
Dr. ANNrs. 'May I continue with what I started?
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Senator SM ATIERS. Sure.

l)r. ANNis. The answer given to the Senator was $35 billion. At
tile
same time, the administration estimated that the initial cost of this
program would be in the neighborhood of a billion and a. half dollars.
That would mean that just. to provide for the people already over
the age of 65, it would have taken a total of 20 consecutive years of
taxpayers' moneys, just to provide for those who were now included.
I am merely pointing out when we talk about enforced savings, we
are not really talking about prepayment. What we are saying is that
for the next. 20 years at least everything paid in by the worker and his
employer would be used to provide for those wlo were blanketed in
Iy virtue of a birthday, with not a nickel put aside in prepayment for
themselves or enforced savings for themselves. I was merely pointing
omit, and requoting the figures that the Senator himself pointed outthat it,
is wrong to put this in the same category as insurance or prepayment like Blue Cross.
In effect, what we are talking about is a new tax program to provide
a type of benefit that the Government will have to purchase.
Senator SMATIERS. As an ethical or moral question, do you see
anything more wrong with that than you do, for example, ulder the
Kerr-Mills law where some people wlo have been paying 90 percent
of their income into the general revenue, some people who have been
I)aying 70, and most of whom are paying 20 percent, when they actm-ily provide their money in order to'pay the health care bill of some
person who has at no tine made any contribution whatever.
Dr. ANNIs. This is correct. But these are the needy.
Sen'tor SMMATIEnS. Now. as a nmral l)'oblein and which is right or
wrong ethically, do you see any difference?
Dr. ANNIs. Oh, yes; as a nation, from the time we were a very small
nation and families got together to take care of the bereaved widow, we
have always taken care of people who needed help in the communities,
but as we have grown larger we do it through the mechanism of governmnent.
Kerr-Mills provides for people who need help. This is quite differeat from levying a tax on workers to provide for someone who has
had a birthday , even though he may be a millionaire.
Senator SmrlTEIS. Well, now, suppose that you had a fellow who
goes to work and he has lost about 15 different jobs and never be able
to do much. Every time le got a little money ahead why he blew
it in at the bar or somewhere else and, therefore, when the time came
he, reached 65 years old, he didn't have a thing, and made no contribution. Yet you believe that lie ought to be cared for when he finally
ends up at 67 years old with cir-hosis of the liver and about to die.
He is going to be taken care of right out of taxpayers' funds of people
who have worked hard and made a big contribution and paid taxes.
Senator GORE. Until he is 95.
Senator SMATHERS. So he gets taken care of until he is 95. Now,
I don't really see how we can put it, on the basis of an ethical or moral
problem.
Dr. A.%sN. Senator, every day we take care of people in jails who
violate the law, too. We provide for them, as we would for this derelict. But I am sure that you will agree this does not characterize the
g-reat majority of our senior citizens.
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would agree.
Wouldn't you think it would be better, and I am still on the side of
Kerr-Mills, if we somehow required people somewhere to look for
that rainy day down the road and begin to make some provision for
themselves while they are active and while they are working so that
they could properly contribute to their own health needs when they
retire?
Dr. ANNIS. Of course, that is what we are doing with our educational
programs today.
Now, the question is, Are we going to do this by compulsion-is
the Government going to make us do this, that, or the other thingor are we going to do it because we voluntarily wish to?
Three-quarters of the people in this country today buy their own
insurance.
We are convinced that the great masses of the American people are
independent and this is why they use the great health insurance mechanism to provide for themselves. There is education, and I don't
think it should be replaced by compulsion. Even though some people
will not provide for themselves, and will ultimately become wards of
the state is no reason why we should compel all the people to participate in a Government manufactured and tailored program.
People differ so, just as our areas and locales, and we feel very
strongly that the responsibility of Government should be limited to
provide for those unable to provide for themselves. It should be
expanded if the program is not as good as it should be. I am less
concerned about the derelict than I would be about his wife or dependent children; we feel these are our responsibility.
But when we go beyond that, and say, because some people fail to
live as upright citizens and be self-reliant and put aside, we are going
to make it compulsory for all, it is not wise on a moral basis.
Senator SMATTIF1S. All right, Doctor.
Senator GORE. I have one more question.
Senator SIATHIERS. Senator Gore.
Senator GORE. I gather from what you have said that if we provided for King-Anderson benefits to be paid out of the general fund
rather than from social security taxes, that this would considerably
lessen your opposition.
Dr. AxNis. No, sir.
Inherent in the bill
Senator GORE. I thought that was one of your major objectionsthat it was the cost that would be raised by taxes, social security taxes.
Dr. ANNis. Everything, all costs are met by taxes. It is the only
source of Government income.
Senator GORE. The objection you raised to this was that it was a
new tax, it was a tax on payrolls.
Dr. ANNs. Correct.
Senator GORE. And I am now asking you, If we provide that the
costs come from the general fund would this lessen your opposition?
Dr. ANis. No matter where the dollars come from, it is still wrong,
in our opinion, to tax workers to pay for people well able to provide
for themselves, no matter what the source of income.
Senator GORE. The same question I will put to you again. Would
it lessen your opposition if we did not tax payrolls'but rather charged
it to the general fund ?
Senator'SUATHERS. I
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Dr. ANNis. No; the bill is still fundamentally wrong, in my opinion.
Senator GORE. Would it be less fundamentally wrongDr. ANis. This is like asking which would you rather lose, your
right or your left arm.
Senator GORE. Well, if you didn'tDr. ANNIs. You don't want to lose either one of them. You want
freedom to use them both.
Senator GORE. I know, but you have made these payments-I am
not being facetious with you. You have made a great point out of
how wrong it is to tax payrolls to provide the funds necessary to pay
the costs of medical care, hospitalization.
Dr. ANNIs. I was merely calling attention, Senator Gore, to workers,
for example, that they would be taxedSenator GORE. I know what you were calling attention to.
Dr. ANNis. Yes, but they would be taxed to pay for everyone at
the age of 65, but income from stocks, and oil and other resources
of income would not be taxed.
I am merely calling attention to the inequity that is there.
Senator Gom. I understood you, I understand you now. But what I
am trying to elicit from you is an answer to the question, If, instead
of providing for a tax on payrolls, we merely charged the expense of
this program to the general fund, would your objection to the program
lessened?
Would it be less fundamentally wrong?
Dr. be
ANNis.
Senator,
you are trying to get me into the argument like
the fellow who has got as many children as I do. They get around
the breakfast table and argue as to whether to buy a Chevrolet or a
Ford, when the real thing is he shouldn't buy anything at all.
Senator GORE. You are not saying we shouldn't have a health
program?
Dr. AN.-Is. On the contrary, I have consistently stated, and medicine
has consistently taken the position, that Government has the responsibility to provide for those in need, but it does not have a responsibility, because some people need help, of providing for all or for all
over a certain birthday.
Now, no matter which method you used, this we would still oppose.
Senator GORE. Well, you have made a great point here, and you
have referred to it at least 8 or 10 times, I think-at least many
times. You made a great point that King-Anderson, the benefits from
the King-Anderson bill, would be paid for by a tax on the payroll of
workers.
Dr. ANNIs. This is correct.
Senator GORE. I am just asking you the simple question: If, instead
of providing for this added tax, we charge it to the general fund or to
the public debt, would this lessen your objection? Or, to use your
own words, would it be less fundamentally wrong?
It is a simple question.
Dr. ANNis. Well, it is simple in its statement but not in its intent.
Senator GORE. I didn't-I don't think your intent is exactly simple,
either.
Dr. ANNis. I would like very much to have you submit such a bill
and let us evaluate it, Senator. No such bill has ever been proposed.
The reason for calling this to the attention of the American people
who are interested in this is that Senator Smathers has raised a moral
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question, Is it right to tax a workingman's wages to pay the hospital
bills for some well able to pay for themselves?
Now, we think this is wrong no matter how you raise the money.
Senator GORE. I thought you rather than Senator Smathers, raised
that question.
Dr. ANxis. No; he just; reminded me of it.
Senator SMfATH[ERS. I raised the question, lie stated that answer.
Senator GORE. You know, Doctor, a judge can direct a witness to
answer a question. We have no such procedure here. So if you wish
not to answer the question you don't even have to take the fifth
amendment.
Dr. ANN8s. I would never do it, Senator. [Laughter.]
If you submit a bill we will be happy to give you our opinion on it.
Senator SIArIiERs. Isn't that what Kerr-Mills does?

Dr. AN.NIs. For the needy; oh, yes. This I don't deny.
Senator S-MATIERS. SO, then
Dr. ANNIs. For the needy. But our fundamental objection, and it
would not be erased by putting it on general revenue as opposed to
social security, is that it is not the responsibility of Government to provide for everyone because some people need help.
Wherever this exists in other lands, where tLe government's responsibility is to provide for all, the quality of medicine has deteriorated.
We thing this is a wrong use of government power.
Senator GORE. Do you think that a man who is 68, who is down on
his back with arthritis, whose wife is 64 and under the constant care
of doctors, with a drug bill of $50 a month, whose total income is
$159.50 a month, is not in needy circumstances?
Dr. ANNzis. I know that the King-Anderson bill wouldn't provide
for them. But Kerr-Mill can, and should.
Senator GORE. I am not sure that King-Anderson wouldn't. But
you are saying that Kerr-Mills will and can.'
Dr. ANNIs. That is correct.
Senator GOnE. It has not and does not,.
Dr. ANis. Well, Senator, if you follow this letter up I will be
very happy to handle it for you if you w'uld like.
Senator'GoRE. Yes, I guess you would be happy if I would give the
name of this person-Dr. ANNIs. No, on the contrary.

Senator GORE (continuing). To you and then he would be embarrassed by somebody coming out and offering to give him charitable
care. This is an American citizen who feels that this society is such
that we can have a sound financial program to provide medical care,
levy a tax with which to pay it, pay the costs. But you object to
levying a tax to pay these costs, and you are even refusing to say
whether it would be improved if we didn't levy the tax.
Dr. ANNIS. Senator, if you write to the patient's doctor, I am sure
lie wil handle it without embarrassment to the patient.
Senator GORE. Well, I shall not subject any constituent of mine
who writes ine a letter to that kind of treatment.
Dr. AN,NIs. You might deprive them of the very help and assistance for which they have written. It is often available but they don't
know it is available. This is just the point.
Senator GORE. Well, it is not available in this circumstance.
Dr. AN -Ns. It may be and they are not aware of it.
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man is more aware than you may realize.
thank you very much, Doctor.
We have kept you a very long time only because you are articulate
and persuasive and obviously very well informed, and present the
position of the medical association idea as well as, in fact better than
anybody else I know could present it.
I want to thank you, Dr. Welch, for your statement. I apologize
for keeping both of you so long.
(The statement of the American Medical Association previously
referred to follows:)
GORE. 'Well, this
Senator SMATIRERS. Well,

Senator
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SYNOPSIS
The American Medical Association opposes any legislation which proposes use
of title II of the Social Security Act as a mechanism for financing a Federal program of health care of the aged. Our objections are manifold. We disagree with
the basic philosophy. We oppose the method. We are deeply concerned over the
effects Government Intervention would have on the Nation's unsurpassed standards of health care.
From the beginning, the question of financial need has lain at the heart of this
controversy. There Is no justification for the use of tax funds collected from
workers at the low end of the Income scale to pay health care expenses for the
entire elderly population, including the wealthy and the well to do.
No one disputes the fact that some elderly people require help in meeting their
medical expenses. But the means already exist for taking care of the needy and
the near needy through the Kerr-Mills law. Since its enactment less than 4 years
ago, remarkable progress has been made by the States in Kerr-Mills implementation. It fits the established pattern of other assistance programs-Federal financial contributions but State control and State determination of what is required
to discharge Government responsibilities to its citizens.
Available information on the finances and health of the aged further explodes
the argument of need for this program. As a group, over-65 Americans are selfreliant and independent. They are in control of their economic destinies. Genorally, they enjoy good health. Most of them have protected themselves through
insurance from the cost of illness.
Presented herewith are detailed facts and figures in these vital areas.
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ECONOMIC CONDITION OF THE AGED
Proponents of a centralized program of health care for the elderly, financed by
higher payroll taxes, support their case by claiming that Americans over 65 are
universally sick and impoverished and only a gigantic Federal aid program can
provide them with the health care they need. Statistics, most of them from the
Government's own files, refute these allegations.
Most of the older people are in reasonably good health, and really poor health
is concentrated among a relatively few. While the aged are more susceptible to
chronic conditions than the population as a whole, they are less likely to suffer
acute illness or accident or to require surgery.
The difference in physician visits between older and younger patients is 1.8
visits per year, hardly a significant margin. The average stay in the hospital for
the aged is about twice as long as for the population as a whole-15 days against
8.4 days. But the average for elderly patients is pushed up by a minority which
remains hospitalized for extremely long periods. The U.S. Public Health Service
reports that 10 percent of the aged accounts for 39 percent of the total days of
hospitalization; that the same 10 percent also account for 38 percent of the
expenditures.
The theme of the near-hopeless financial plight of the aged is played unceas.
ingly. Among the claims: more than 50 percent have incomes below $1,000 a year,
and the incomes of aged families are only half as much as for younger families.
These are deceptive statistics. Included among those with incomes of less than
$1,000 are wives who have zero Income even though the family income may be
$5,000 or $10,000 per year. It would be just as accurate to say that almost 60 percent of all persons under 65 have incomes of less than $1,000, too. For there are
millions of younger people, as well as older, who are unemployed and unemployable, such as infants, schoolchildren, wives, and the sick and disabled.
Equally fallacious is the comparison of gross incomes of older and younger
families, ignoring factors which favor the elderly. The question really is how
much is available for support per family member after taxes and other demands
such as debts and expenditures for education of children?
A survey by the University of Michigan Survey Research Center has disclosed
that the liquid assets of the elderly are twice as high on the average as those of
younger families. They have fewer family obligations, less debt, own more homes
mortgage free, and enjoy special tax advantage allowing them to spend more of
their income for their personal needs.
The President's Council on Aging has reported that the total income of older
people rose 130 percent in the decade between 1950 and 1961 while their number
increased about 40 percent. This compares with an increase in the same period of
80 percent in the total personal income of their entire population.
We do not argue that none of the aged has any serious financial worries. We
do say that the overall health and economic problems of older Americans has
been grossly exaggerated in the campaign to secure enactment of this program.
KERR-MILLS

The Kerr-Mills law, enacted by Congress in 1960 to provide medical care for
the needy and near-needy aged, has had a remarkable record of acceptance by
the States in the brief time it has been on the statute books.
Medical aid for the aged programs (to help those who are ordinarily self-supporting but who cannot meet the cost of serious or prolonged illness) have now
been authorized in 43 States and 4 other jurisdictions.
Kerr-Mills also provides means for improving health care under existing oldage assistance programs (this is, those on public welfare rolls). Vendor payment medical programs for OAA recipients are now in effect in all 50 States and
the 4 other non-State governments, including the District of Columbia. Nine
States and two jurisdictions which had no vendor payment programs prior to
Kerr-Mills have since begun them; 29 States and the other two jurisdictions have increased coverage, or benefits, or both. Many of the remaining 12
States already had sufficiently broad programs to meet their needs.
During the fiscal year ended June 30, 1962, according to the Department of
HEW, $350.7 million in OAA funds and $194.8 million in MAA funds-over a
half a billion dollars-were spent in vendor payments for health care. By September 1962, with the oldest MAA programs In effect only 2 years, I out of 50 aged
persons In the United States had received MAA help. The number has continued to increase immthe past year. Monthly caseload and expenditure figures
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from the Department of HEW indicate that over a million aged will have received MAA help by the end of the program's first 4 years. In 1964, nearly 2%,,
million aged persons, 1 out of every 8, are on State OAA rolls. Thus, they are
assured of medical care benefits under this section of Kerr-Mills as the need
arises.
Attacks on Kerr-Mills invariably follow three lines:
1. Little new aid is being given; the States have merely shifted the cost of
their old programs to the Federal Treasury.
This is demonstrably false. Monthly vendor payments for health care under
OAA and MAA have increased by $47 million per month since enactment of
Kerr-Mills, almost triple the pre-Kerr-Mills expenditure.
2. Three, four or five States are receiving the bulk of Federal funds for MAA,
therefore, little is actually being accomplished in the other States.
It happens that these are the most populous States; a large proportion of the
aged dwell in them; they also have had long experience with medical aid programs and required less time to get new programs into high gear. Moreover,
the percentage of funds going to these States is decreasing as new MAA programs begin and older ones gain experience.
3. The means test is degrading and discourages older people from applying for
help.
The steadily mounting numbers of old people being aided by Kerr-Mills destroys
this argument. A means test is an established procedure in this country for protecting tax funds from waste and abuse. At least 10 Federal programs, besides
Kerr-Mills, require a specific means test. Many labor unions deny strike benefits
to their members unless need can be shown. Those who object to this requirement do not speak of the loss of dignity involved when one person takes from
another that which he could provide himself.
The AMA is on record as favoring liberalization of the means test. Some
States have already done so. Others are considering such action. We believe
this pattern will continue.
The record of Kerr-Mills speaks for itself. True help for the truly needy is
here now. This program has answered the argument of those who would throw
the blanket of public welfare over everyone in an age group, regardless of need,
on the ground that this Is the only way an unfortunate minority can be reached.
VOLUNTARY EFFORTS

About 10 million elderly Americans today are protected from the cost of illness
or accident by voluntary health insurance and prepayment plans. This is well
over half the over-65 population which has prepared to meet its individual responsibilities without recourse to a gigantic Federal aid program. The fact that
private enterprise has succeeded in finding the means to enable these citizens to
stand on' their own, and take care of their needs, is the major reason why the
proposed Federal program is both unnecessary and undesirable.
Health insurance has made phenomenal advances in this country in recent
years, and the coverage of the elderly Is making the most spectacular growth.
In 1952, probably no more than 26 percent of the aged had health Insurance.
By 1957, it was estimated that 43 percent had this protection, and by May 1962,
55 percent had some form of private health insurance. It is estimated that the
figure has now reached 60 percent.
Voluntary health insurance is currently available to persons over 65 in the
United States, regardless of whether they are healthy or sick, and without
a physical examination. Insurance companies are pooling their resources to
offer comprehensive benefits to older persons at reasonable rates. All 70 Blue
Shield plans have made available nongroup, first-time enrollment programs for
persons over 65. The result: The elderly are joining Blue Shield at a rate four
times faster than all other age groups combined.
Under "paid up" policies now available, coverage continues but premium
payments stop at a specified age. An increasing number of workers are being
guaranteed the right to retain their group health insurance, or to convert it to
Individual policies after retirement. Eighty percent of the workers covered by
company group plans issued during 1962 were guaranteed this privilege.
Major hospital and medical expense protection has been one of the fastest growing of all types of coverage. Progress continues to be made, too, in expanding
basic health insurance to include nursing home and other out-of-hospital services.
And the end is not in sight. By 1970, it has been estimated that 80 percent
or more of the aged who need and want health insurance will have It. This
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assumes, of course, that the Government does not move in with a social security
hospitalization-type program and undermine the efforts and achievements of the
private insurance industry over the last decade.
We have long had a tradition in this country of helping our own needy in our
own communities through religious, fraternal, civic, and philanthropic groups.
In recent years, there has been a notable Increase in the number and scope of
these projects designed to help the aging in a variety of ways.
The Nation's total nursing home capacity has been doubled, largely under private auspices, and special housing developments for the aging are being offered
on an increasing scale. Literally, thousands of voluntary groups in communities across the country have instituted rehabilitation programs to assist older
people toward productive and enjoyable lives.
Other programs include recreation activities for older persons, nursing care
in their homes, homemaker services, hot meals supplied in their homes for those
unable to cook, and even the simple, humanitarian gesture of "friendly visitors"
to break the loneliness of the confined.
The range of private efforts is tremendous, ranging from a contribution to a
local community chest program to multimillion-dollar subscriptions for construction of vast new medical centers.
Passage of the health care for aging legislation before you today will tend,
psycholigically and practically, to discourage these voluntary programs by placing
the Federal Government in a dominating role. It will diminish the motivation
for charitable contributions and will cause many Americans to feel there is less
need for them to give of their talent and time to help the needy. If the incentive
toward voluntary private efforts is curbed, the loss to our older persons will be
incalculable.
Together, private health insurance, other voluntary efforts, and the Kerr-Mills
law have demolished the argument of the need for additional Federal Intervention in financing health care for the entire over-65 population. The self-supporting are caring for themselves; the needy are being helped by joint efforts. As
more and more workers move Into their retirement years, covered by private
pension plans and health insurance which they can retain, their ability to meet
their health-care costs will advance at an accelerated pace. A permanent welfare program is being proposed here to solve a transitional, diminishing problem.
OBJECTIONS TO THE PROPOSALS TO TACK ON HEALTH CARE FOR THE AGING
Until the added use of the Nation's health care facilities under a program of
"free" Government benefits is learned from experience, the ultimate cost of the
program cannot be determined. Meanwhile, wage earners have no way of
measuring the probable impact of the various proposals on their Income through
the higher taxes they would be required to pay.
We do know that Government cost estimates in the past during consideration
of these programs have been shown to be unrealistically low. The Department of
HEW's Actuarial Study No. 57 acknowledged only last year that the KingAnderson program, then under active consideration, would require periodic increases to remain solvent more than 3 years in a rising economy.
The insurance industry estimates of the size of the burden on the Treasury
that would result from a Federal attempt to provide hospitalization for the entire elderly population are substantially greater than the estimates by the Governnient experts. Now a new element has been added In the form of pending legislation to raise social security taxes to pay increased cash benefits to 20 million
Americans. A tax to support hospitalization for the elderly would be figured on
top of the new social security rates.
This development should alert the Nation to the approach of the day wien the
average worker will pay more taxes to social security to support Federal welfare
programs than he will to support all the rest of the Government activities, including the Defense Establishment. Workers who do not make enough to pay an
income tax (about one-fifth of the Nation's families) would share in the increasing social security taxes which begin on their first dollar of earnings.
Uncertainties about the costs of Federal health care proposals underscore another point of fundamental importance to the American people. Naturally, in
any measure, the Government would have to establish controls over the expenditure of public funds. This means Federal officials and employees, untrairued in
medicine, would be empowered to intervene in the operation of hospitals and nursing homes, and In the practice of medicine In those institutions.
Such controls are not compatible with good medicine. Doctors believe care of
the patient must come first, all other considerations must come afterward. But

SOCIAL SECURITY; MEDICAL CARE FOR AGED

457

the Government must keep its eye on the budget, tightening the reins on the services as the costs rise. With quantity thus restricted, quality of care would inevitably decline.
The trusted name of Insurance has been appropriated by the proponents to describe these Government programs. The aim, obviously, is to convince workers
they would be permitted to pay premiums ol hospital insurance, with their
money set aside for their future benefit. This simply is not true-a point we are
sure we do not have to labor before this committee.
The mechanism for supporting ITederal health care efforts compels; it does not
permit. People would not contribute; they would pay taxes. They would not pay
taxes in their working years for medical care in their later years. They would
pay taxes for today's beneficiaries.
MEDICAL PROGRESS AT STAKE

Today, the American system of health care is universally recognized as tile
finest in the world In all respects.
This progress did not Just happen. It was brought about by tile constant work
and effort of individual physicians and the medical profession, aided by contributions from allied sciences and health professions working together in an
environment of freedom.
We have a close primary medical interest in the multitude of questions raised
by this legislation. It is a natural outgrowth of our historic concern for the
health and medical welfare of all Americans regardless of age.
We know from our knowledge and experience that medical aid is not the
central or most urgent interest of our aging population. It is something quite
different. It is the feeling of loneliness, of having no individuality, no purpose,
of not being wanted. In mose instances the "care" for which older people yearn
is tangible evidence that they are still a part of the family, their circle of friends,
and the community ; that they are respected and cherished as persons. Ilot merely
attended as bodies in need of physical care.
We have said that some of our elderly suffer from illness and poverty. We have
noted that this group should be, and is being, helped.
But for the great majority of older citizens, passage of a law is no answer to
their basic need, and certainly not a law which merely offers to segregate then
in institutions for a limited time. Total health of the aging involves far more
than hospitals and nursing homes.
Proponents of these measures are insisting on an economic solution for a social
problem. They would impose on the Nation a permanent system of tax-supported,
Government-regulated health care.
As the system grew, It would lead to a deterioration of the quality of health care
by disrupting the voluntary relationship between the patient an(d his physician,
interfering with the free selection of diagnostic and therapeutic choices by the
ihyslciaii, undermining financial Incentive, and imposing centralized direction
which would frustrate the striving for professional excellence. The Inevitable
result would be a form of medicine alien to these shores-medicine on an assembly line basis-and a loss of able entrants into the health-care field because of
Government controls over the profession.
We believe that the proposed amendments to tack on health care for the aging
to 11.R. 11865, are unnecessary and dangerous to the basic principles underlying
our American system of medical care.
We urge that they be rejected.
SECTION I.

INTRODUCTION

Mr. Chairman and members of the committee, the American Medical Association is vigorously opposed to any legislation which proposes use of title II of
the Social Security Act as a mechanism for financing a Federal program of health
care for the aged.
We recognize that there are areas of health care in which the Federal Governnlent has a responsibility such as to members of the Armed Forces and their dependents, veterans with service-connected disabilities, civil service employees,
and wards of the Government as in the case of Indians.
But the various proposals before you, whatever the method they envision to
reach the desired objective, would transfer to the Federal Government the responsibility for health care for all persons over 65, regardless of their economic need.
The personal responsibility of the individual and his family would be shifted
to the back of the Central Government. The States, the counties, and tile coni36-453-64--30
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unities would similarly be relieved of their responsibility toward those among
their citizens who are unable to provide for themselves. The assumption of this
new obligation and authority by the Federal Government is not reasonable.
We are opposed to this legislation because we disagree with its basic philosophy.
We oppose its method. We are deeply concerned with its effects upon the Nation's
standards of health care.
As physicians, we believe we have a responsibility to call to the attention of
the public-our patients-any projected development which threatens the quality
of medicine in this country.
We cannot stand idly by now as the Nation is urged to embark on what we
are convinced is an ill-conceived adventure in Government medicine, from which
the patient is certain to be the ultimate sufferer. For make no mistake about it:
The medical profession will itself never deprive the people of high quality medical care and the fruits of progress of medical science. That will come as Government interferes with freedom in health care.
Our objections to these plans range from the philosophical to the intensely
practical, from the general to the specific. We base our position on the following points:
The program would cover millions of people who are self-supporting and do
not need to have the Government finance their hospitalization.
The problem of providing health care for the aged who need help is already
being solved through the Kerr-Mills law. No alternative Federal law is
necessary.
The program would be unpredictably but extremely expensive, and would impose a new and possibly ruinous burden on the social security system.
It would compel the Nation's younger workers, many of them at the lowest
end of the income scale, to pay for these unnecessary benefits through an increased gross payroll tax. These same taxpayers would face the certainty of
further increases in the years to come-those already written into the law and
those which Government actuaries have acknowledged would be necessary to
keep a Federal health care program solvent in a rising economy.
Its enactment would mean the undermining of private health insurance and
other prepayment plans through which more than half of the older population
is now protected from the cost of illness.
It would lead to the decline, if not the demise, of voluntary efforts at the comlmunity level, and must eventually contribute to the erosion of our historic concepts of individual and family responsibility.
A doctrine which holds that eligibility for medical aid can be determined on a
basis of age rather than need is fallacious in the extreme. Young people, as well
as old, are subject to accident or illness. Helplessness to cope with personal
disaster because of a lack of resources is no respecter of birthdays.
Enactment of the program would leave only two steps necessary to bring all
Americans under a system of completely nationalized or socialized medicine.
First, there would be the drive to lower the age for eligibility; then, moves to
extend benefits to cover all medical services. Former Representative Aime J.
Forand candidly explained the ultimate goal of this type of legislation in January 1961 in these words:
"If we can only break through and get our foot inside the door, we can expand
the program after that."
From the beginning, the question of financial need has lain at the heart of this
controversy. No one disputes the fact that some elderly people need help in
meeting their medical expenses. But we have said that the overall economic
and health problems of the aged have been grossly misrepresented to the American people in the campaign to secure passage of this legislation.
Today, we will dwell at some length on facts and figures which we believe
demonstrates beyond a doubt that this is so. We will cite numerous studies and
surveys of groups of older people across the country which show that the majority of over-65 Americans are self-reliant and Independent; that they are in
control of their economic destinies, that generally they enjoy good health, and
that failure or inability to pay their health care bills is the exception rather
than the rule among those in this age group.
Further, we intend to discuss in detail the remarkable effectiveness, now a
matter of record, of the Kerr-Mills law in helping the needy. and near-needy aged
meet their medical expenses. The law is filling a vital need of our soicety; it
fits the established pattern of other assistance programs-Federal financial contributions, but State control and State determination of what is required to
discharge government responsibility to its citizens. Proof of its success is its
acceptance by the States which continues on a steadily widening scale.
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Besides help for those who need help which is being provided under KerrMills, there Is the often forgotten but important voluntary contribution regularly
being made by private citizens at the local level toward solving the problems
of the elderly. We believe efforts in this field merit review at this hearing. We
have long had a tradition in this country of helping our own needy in our own
communities through religious, fraternal, civic, and philanthropic groups. Passage of an impersonal Federal aid program for the aged would discourage local
efforts and, more important, it would contribute to the elimination of that sense of
responsibility Americans feel for one another as individuals and fellow citizens.
Advocates of Government-controlled health care for the aged have claimed
repeatedly through this long debate that private health insurance is inadequate
and too costly for the rank and file of the elderly. There is no substance to the
argument, a fact demonstrated by the progress recorded by the insurance industry since the last hearings.
Since the end of World War II, as our testimony will show, voluntary health
insurance and prepayment plans have continued their rapid expansion of coverage among the elderly. Americans 65 years and older are buying this protection
at a rate which exceeds that of the rest of the population. They are preparing
to meet their medical expenses without recourse to taxes paid by younger
workers.
Many of the policies offer a wider range of benefits than could possibly be
provided by a limited Government program. And the fact remains that more
than 10 million older citizens have bought policies suitable to their needs.
Also, because we are physicians and because concern for the health care of
our patients is deeply ingrained in the fiber of our professional lives we propose
to point out what is at stake here-what American medicine has accomplished
under a free system, and the dangers to the system and the quality of health
care it provides that are both explicit and implied in this legislation.
Presented herewith is the detailed testimony of the American Medical Association in these significant areas.
SECTION

II. THE

AGED--THEIR ECONOMIC AND PHYSICAL HEALTH

The case in favor of engrafting hospitalization and related benefits for the
aged onto the social security system rests on parallel fallacies; namely, that
debilitating illness is universal among the population aged 65 and over; that
economic deprivation is a general characteristic of the elderly; and that these
conditions demand a massive rescue operation by the Federal Government.
The evidence we present in this testimony will, we believe, conclusively
demonstrate that the vast majority of the Nation's aged are not ill but in fact
enjoy good health, and that the aged as a group do not exist on the brink of
financial calamity but in fact are economically self-reliant and independent and,
for the most part, are as well off, or better, than younger generations.
We believe we can also show beyond reasonable doubt that the Federal
Government should be dissuaded from embarking on this unsound, extravagant,
and unnecessary program; that the Federal Government in fact has been given,
by action of Congress, an effective instrument in the Kerr-Mills law for discharging whatever obligation it may have for assisting the States to assist the
minority of the aged who need help in paying for medical care.
Statistical deception
First, however, we submit that contradictions, conflicts, and statistical halftruths bring into serious question the integrity of the evidence which has been
presented in attempts to justify a new Federal program to finance partial health
care of the Nation's elderly population through the social security system.
One administration publication, for example, employs a form of statistical
deception in an attempt to prove the gratuitous assertion that incomes of the
aged are "inadequate for even a modest level of living." 1 The income of a mythical aged couple living In a hypothetical metropolitan city is measured against
the Labor Department"s level of adequacy and found to be too low to sustain
even a minimum standard of living. The income figure used, however, is neither
the average nor the median Income of aged couples living in metropolitan areas.
It is the median income of all aged couples In the Nation. It is the median
income of all aged couples in the Nation, including those in rural areas where
May 14, 1963, first annual report of the President's Council
1 "The Older American,"
on Aging.
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living costs are substantially less than in large cities. Ignored in this fictionalized situation are U.S. Department of Labor reports showing that the income
of the aged who live in metropolitan areas is significantly higher than the national median.'
The American people have been assailed by such statements as the income of
the great majority of the aged is little more than a monthly social security check.
Yet, only a third of the more than $35 billion annual income of persons over 65
comes from social security payments.
While advocates of a Federal program have argued that medical care costs
have risen faster than the ability of aged Americans to pay, the President's
Council on Aging has said that income of the aged has risen faster than the
cost of medical care and faster than the income of the population as a whole.3
Economic fallacies
The aged are portrayed on the one hand as a group too impoverished to pay
for medical care, but a Government agency on the other hand reports that $3.8
billion of the medical care expenditures of persons over 65 in 1961-nearly threefourths of total expenditures-was paid from private sources.'
The fallacies which have characterized the campaign to force this type of
legislation on the American people are easy to detect but not so easy to demolish.
Our position is hest described by a cogent observation attributed to a French
philosopher-statesman, Frederick Bastiat: "Economic fallacies can be stated
plausibly in a single sentence; the answer may require a textbook."
Although it is not true that the aged as a group exist in a tragic state of
economic privation, the proponents of Federal hospital care for the aging have
persistently tried to sell this picture of the elderly with such statements as
"the average aged couple has only about $50 a week to live on" or "more than half
the aged have incomes of less than $1,000 a year." 5
Or they have sought to perpetuate a false portrait of the aged as universally
frail and feeble, constantly ill, and doddering from one visit to the doctor to the
next by declaring that they visit doctors 36 percent more often than younger
people or that four out of five have one or more chronic illnesses.6
Anyone who explores the facts in depth will soon discover that there is more
to these statistics than appears on the surface. He will also discover that this
credulity has been assaulted by an artful kind of word weaponry, designed to persuade him to accept the biggest fallacy of all-the plight of the elderly Is so
desperate that a centralized, multibillion dollar Federal project is imperative.
Ch?'rolio ilcGG8
The word "chronic" In the context In which it Is being used, for example, conviys the impression that most of the elderly suffer a multiplicity of serious aftlicions which substantially increase their need for medical care to the extent that it
becomes an intolerable financial burden. The 36 percent more visits to the doctor
is a statistic with a similar misleading effect.
2 "Survey of Consumer Expenditures, Advance Reports." "Consumer Expenditures and
Income, 1960-61," study of 21 cities, Bureau of Labor Statistics, U.S. Department of Labor.
S"The Older American," p. 7.
A"Facts on Aging," No. 6, April 1963, Office of Aging, U.S. Department of Health, Education, and Welfare, table 1.
5"The Older American," p. 9.
6 "State Action To Implement Medical Programs for the Aged," a staff report to the
Special Committee on Aging of the U.S. Senate, June 8, 1961.
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FIGURE 1.-Extent and effect of chronic conditions on over 65 population

SOURCE:
Series B-No. 36, From the U.S. National Health Survey, "Chronic
Conditions Causing Limitation of Activities," United States, July 1959-June 1961,
U.S. Department of Health, Education, and Welfare, Table 10, page 19

Itcalth Statistics,
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But "chronic" defines duration and not severity, and Includes such nondisabling
afflictions as hay fever and varicose veins. While evidence indicates that about
four out of five elderly persons (78.7 percent) do have one or more chronic conditions, it also indicates that only about 15 percent of the noninstiutionalized aged
are unable to carry on major activity (fig. 1). Less than 4 percent of the aged
have such limiting chronic conditions as to be confined to the house.7
Ply8ician vists
When the statement is made that the aged visit doctors 36 percent more often
than younger people, the 36 percent translates into only 1.8 additional visits per
year, or an average of 5 visits per year for the total population compared with an
average of 6.8 visits per year for those over 65.8 A statistic of doubtful economic
significance to the average aged person is thus ballooned into an impressive figure.
The number of times the aged visit doctors, moreover, is not necessarily a test
of good or bad health. The fact is that the vast majority of the elderly enjoy
reasonably good health, and really poor health is concentrated among a relatively few. The Health Information Foundation survey found that 46 percent of
the noninstitutionalized aged consider themselves to be in good health and 44
percent reported some disability but not sufficient to interfere with their physical
functioning. Only 10 percent were classified as very sick.'
While the aged are more susceptible to chronic conditions than the population as a whole, they are less likely to suffer acute illness or to require surgery.
Among the aged who are discharged from hospitals each year, less than 40 percent are hospitalized for surgery.
In contrast, among all ages discharged, nearly
60 percent undergo surgery.10 And the population as a whole has a 244-percent
greater incidence of infectious and parasitic diseases than the population over
65--a rate of 25.8 for every 100 persons of all ages compared with 7.5 per 100 for
the aged (table 1). Persons over 65 also experience a lower incidence of respiratory ailments than younger people. Furthermore, contrary to a general belief,
the aged are less likely to suffer accidental injuries than any other age group.
The annual accidental injury rate of 19 per 100 aged persons is significantly less
than the rate of 25.5 per 100 for the population under 65 (table 2).
TABLE

1.-Annual incidence of acute conditions per 100 persons (1958-59)
Condition

All ages

45 to 64

Infectious and parasitic diseases -------------------------------

25.8

9.1
55.6
28. 9

Digestive system --------------------------------------------

11.9

8.7

Upper respiratory .............................................
83.1
Other respiratory -------------------------------------------42. 6
Fractures, dislocations, sprains, and strains ------------------Open wounds and lacerations --------------------------------All acute conditions ------------------------------------------

8.3
7.3
214.8

65 and over
7.5

54.9
26.7

5.8

9.0
2.4
133.9

9.1
4.4
142.7

Source: U.S. National health Survey, "Acute Conditions, Incidence and Associated Disability, United
States, July 1958-June 1959," U.S. Public Health Service, Washington, b.C., 1960, p. 11, table 3.
TABLE 2.-Ainual accidental injury "rate per 100 person (1959-61)
Type of accident

All ages

Moving motor vehicle ........................................ 1.6

45 to64

23.9
Allother accidents ............................................
All accidental injuries ----------------------------------------

25. 5

1.9

65 and over
1.4

20.0

17.6

21.8

19.0

I Includes only persons with injuries involving Ior more days of restricted activity or medical attention.

Source: Health Statistics, U.S. National Health Survey, Department of Health, Education, and Welfare,
Series B-No. 37, table 2, p. 13 (item 11-94).
7 Health Statistics, U.S. National Health Survey, "Chronic Conditions Causing Limitation
of Activities," July 1959-June 1961, series B-No. 30, table 11, p. 20.
8 Health Statistics, series B--No. 19, "Volume of Physician Visits, United States. July
1957-June 1959," U.S. Department of Health, Education, and Welfare, table 20, p. 29.
0 "Medical Care Among Those Age 65 and Over," Ethel Shanans, Ph. D., Health Insurance
Foundation, Research Series 10, 1960.
1oHealth Statistics, "Hospital Discharges and Length of Stay: Short-Stay Hospitals,
United States, 195&-60," U.S. Department of Health, Education, and Welfare.
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Hopitalizaton of aged
The aged who enter hospitals will stay, on the average, about twice as long
as younger people, about 15 days against 8.4 days for the population as a whole.
The average for the aged, however, is pushed up by the minority who remained
hospitalized for long periods, some of whom would be as well care for in nursing
homes. The U.S. Public Health Service has reported, for example, that 10 percent of the aged
account for 39 percent of the total days of hospitalization for
1
The 10 percent remain hospitalized for 31 days or longer, while
this age group.
the other 90 percent, who account for 62 percent of hospital days. stay considerably less than that. The 10 percent who are long-stay patients also account for
about 38 percent of expenditures.
Health Information Foundation studies suggest that factors, only dimly comprehended, may significantly affect the health and economic well-being of the
aged. Doctors know that illness can be induced by loneliness and a feeling of
rejection. But how much does anyone know of education (or lack of education)
as a factor In Ilhess as well as economic status, or even living In a rural rather
than an urban atmosphere?
A diligent, honest, objective search for the facts about the economic and
physical health of the aged would serve the national interest a great deal more
than the unceasing quest for political exploitation of the elderly which has been
going on for too many years.
Fiction,fallacy, prejudice
Those who so avidly desire to reshape the social security system to accommodate a program of politically controlled, federally-operated tax-paid hospitalization for the aged regardless of need stubbornly argue their case from a catalog
of fiction and fallacy and prejudice.
Thus, we hear over and over again that the aged are virtually destitute, that
half have incomes of less than $1,000 a year, that the average aged couple lives
on about $50 a week, that incomes of the aged families are only half as much as
younger families.'2 Proponents of this legislation, however, offer no evaluation
of this "evidence." Indeed, they dare not because their case collapses on analysis
of their statistics.
Ineone figure examined
Included among those with incomes of less than $1,000 a year, for example,
are wage-earners' wives who have no income at all even though the family-income
may be $5,000 or $10,000 or $20,000 or more a year. Others included are persons
over 65 with small incomes, or perhaps no incomes of their own, who live with
eihldren or relatives and receive the basic requirements of food, clothing, shelter,
and medical care from those with whom they live. Three out of four persons
over 65 are members of families, and thousands of families both old and young
have only one breadwinner." More than 200,000 persons over 65, for example,
have incomes in excess of $20,000 a year, according to the President's Council on
Aging." Few of the wives in such high-income families are likely to contribute
anything to the income. Consequently, this statistic obviously is weak support
for the argument that the aged as a group are practically impoverished. On the
strength of this kind of statistic standing alone, It could be said that all the
citizens of America, the richest country in the world, are really almost destitute
since nearly two-thirds of the entire population has an annual income of less
than $1,000 per person.
The implication that most of the aged are economically prostrate because the
average couple has an Income of about $50 a week is also deceiving. The statistic
applies only to two-member families and thus fails to account for the fact that
of the nearly 13 million persons over 65 who live in families, about 42 percent are
It also Ignores the fact
members of families with three or more Individuals.
that larger families among the aged generally have larger incomes than twomember families. Census reports for 1960, for example, show a $4,122 median
21"Hospital Discharges and Length of Stay: Short-Stay Hospitals," United States
1958-60, National Health Survey, U.S. Public Health Service, 1962.
2"The Older American."
1" Current Population Reports, Consumer Income, series p-60, No. 37, "Income of Families and Persons in United States: 1960," table G, p. 11 and table 23, p. 40.
24"The Older American."
s "Income in 1960 of Families With Head 65 Years and Over, by Selected Characteristics for the United States," U.S. Department of Commerce, Bureau of the Census.
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income for three-menber aged families, $6.100 for four-menlber families and
$5.727 for families with five or more members."
Demands on income of aged
The emphasis on income as the sole measure of the economic well-being of the
aged ignores other important consideration. Income alone is not a valid index of
dependency or independency. Fewer family obligations, tax-free income, other
tax advantages, less indebtedness, and lower financial requirements all add to
the relative prosperity of aged families.
Many of the aged have retired and thus escape transportation, lunches, clothing, and other expenses necessary to employment. Most of them no longer
have children to educate, all increasingly costly drain on the budget of younger
families. Housing costs are substantially less for the elderly. A recent survey
by the University of Michigan Survey Research Center disclosed that 83 percent
of aged families who own their hanes have paid off their mortgages and of those
still paying on mortgages, only 4 percent owe $5,000 or more. In contrast, only
debt, and of the 66
34 percent of younger homeowners were free of mortgage
1
percent with mortgage debt, 43 percent owe $5,000 or more. '
Federal income tax laws, as well as those in a number of States, favor the
aged, allowing double personal exemptions, credits for retirement income, taxfree income from social security, the railroad retirement program and veterans'
pensions and more liberal allowances for medical expenses. It Is possible for
a cOul)le, both over 65, to have an income in excess of $6,000 without paying any
Federal income tax, depending on the source of the income." A younger
couple would normally pay nearly $850 on that Income. The President's Council on Aging has estimated that these special tax advantages saved older Americans about $775 million in 1M3."
Prol)onents of the legislation adhere to gross Income alone in making economic
comparisons between-aged and younger families. They repetitively recite such
figures as the median income of younger families In 1960 was about $5,900 compared with about $2,900 for aged families, and they often follow with such
and it is high time to stop
statenienis as: "The aged are a low-income group
20
juggling figures in an attempt to prove otherwise."
1However, it is not necessary to juggle figures to demonstrate otherwise. Some
simple calculations will do, using these figures as a place to start rather than
a place to end. It would appear to be elemental that a family's financial well
being vould be effected by the number of people to be taken care of as well as
the amount of inescapable obligations. In other words, how much is available
to these families per family member? Need the point be labored that more
money is required to provide for a family of four than a family of two?
Per member income
Federal taxes will not reduce the ohler family's income in the vast majority of
cases, iut will reduce the younger family's spendable income. The average older
family is composed of 2.34 members, the average younger family 3.97 members.
Thus, the after-tax income of the older family in 190 was $1,240 for each meatber. only $60 less than the $1.300 after tax, per member income of the younger
family (table3).
' Current Population Reports, Consumer Income, "Income of Families and Persons in
the United States: 1960," series P-60, table D, p. 30.
17"Survey of Consumer Finances," University of Michigan Survey Research Center,
1960.
is "Tax Provisions Favoring Older Persons," appendix F, "Developments in Aging, 1959
to 1963," report of the Special Committee on Aglng, U.S. Senate, pp. 221-224, taken
from a 1962 report to the President by the Federal council on Aging.
'o "The Older American."
"0From "Income Problems of the Aged," a speech by Dorothy McCamman, a member of
the staff of the Special Committee on Aging of the U.S. Senate, excerpts as Appendix D
of the Committee's 1963 report, "Developments In Aging, 1959 to 1963."
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TABLE 3.-Median fanlily incomes, before and after taxes, per family and per

family member, by age of family head, 1960

Age of family head
64 or less

65 or over

Family Income:

B efore taxes ------------------------------------------------------------'$5. 90,5
$2. 897
After taxes 2-----------------------------------------------------------5. 170
2, S97
Per family member:
Before taxes ------------------------------------------------------------

Alter taxes ------------------------------------------------------------

Size of median income family -----------------------------------------------

1,490

1,240

3.97

2.34

1.300

1,210

1 Given In P-60, No. 37. Other figures based on calculations by the Department of Eo)nomie leseareh,
American Medical Association.
2 Federal Income tax and social security tax were only taxes considered. Federal income tax was estitale(
by subtracting $600 deduction for each dependent ($1,200 for aged head) and stanlard 10-percent deduction
from the median before tax Income and applying the appropriate tax rate from Internal Revenue form 1040
to the remaining taxable income.
Sources: Bureau of the Census, current population Reports: Consumer Income, series P- 0, No. 37;

Bureau of Internal Revenue, form 1040 (Item III, 112, table 2).

Advance reports for 21 major cities included in the Department of Labor's
1960-61 "Surv.ey of Consumer Expenditures" offer further evidence that the
aged as a group do not live in a financial straitjacket. These reports suggest
that people over 65 living in major metropolitan areas may be as well off or better
off economically than anyone else living in these sections of the Nation. The
average income per person living in households headed by persons 65-74, $2,223,
was greater than the average per capita income of all persons, $1.974. The
average income per person living in households with head 75 and over was $1,723
which is not much lower than that for all households (table 4).
TABLE

4.-Average money income after taxes, per household and per household
member by age of head, 1960, urban (21 cities)
Age of head

All ages -----------------------------------------------------65 to 74 ------------------------------------------------------

75and over -------------------------------------------------

Average

money income after
taxes

Average size
of household

$6,120
4,201

3.1
1.9

2,964

1.7

Average

incomes per
household
member
$1,974
2,223

1,723

Source: Combination of all observations included In advance reports in 21 cities sampled In 1960 as part
of the 1960-61 Consumer Expenditure Survey, Bureau of Labor Statistics. BLS Reports, Nos. 237-1
through 237-21.

We are not suggesting for a moment that none of the aged has any serious
financial worries. The fact that more than 2 million of the aged are oil old-age
assistance rolls and more than 180,000 a month are receiving medical assistance
through the Kerr-Mills program is proof enough that a significant number of tile
population 65 and over do need financial help from some source. Nevertheless,
the data currently available strongly contradict the thesis that the vast majority
of the aged exists in economic misery without hope of improvement.
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President's Council on Aging
Even the President's Council on Aging was able to delineate a remarkable
record of economic improvement among the aged in its May 14, 1963, report, "The
Older American," and forecast continued improvement in the future.
The Council, since it Is a creature of the administration, understandably maintained a steady bias in favor of direct Federal interJacence in the health care
field. Consequently, Its documentation of the brightening economic profile of the
aged is particularly noteworthy.
For example, while offering the opinion that incomes of the aged are "inadequate for even a modest level of living," the Council, at the same time, pointed
out that in 1950 there were 12.3 million Americans over 65 with a total income of
$15 billion, but by 1961, with the number of aged at 17 million, their income had
Jumped to $35 billion.n
"Thus," said the Council, "while the number of older people increased about
40 percent In the past decade, their total income rose by more than 130 percent.
This compares, for the same period, with an increase of 80 percent In the total
personal income of the entire population of the country."
The Council also noted that during this period, the consumer price index rose
only 26 percent, the cost of all medical care, 56 percent, and hospitalization, 125
percent.
Members of the Council sought to discount the benefits of this remarkable rise
in the economic status of the aged in these words:
"This is not entirely a plus, however. For one thing, the purchasing power of
the dollar in 1961 was 20 percent less than in 1950. For another, more of the
Nation's older people now live in urban areas where costs are high.
"Then, too, a substantial part of this total [income] goes to a relatively small
group. Over 200,000 older Americans-1 out of 85--had incomes of $20,000 or
more, and over 50,000 had incomes of $50,000 or more in 1961."
A number of observations are appropriate. If the dollar was less valuable to
the aged, it was also less valuable to the rest of the population whose wealth
Increased at a slower pace. More of the aged may now live in urban areas, but,
on the other band, more of everybody live In urban areas. Furthermore, as we
pointed out earlier from Department of Labor studies, the income per person
among aged families in metropolitan areas was higher than in the rest of the
country and even higher than younger families in or out of the metropolitan
areas.
There well may be 200,000 Americans over 65 with incomes of $20,000 or higher
and 50,000 with incomes of $50,000 and up. If so, there must be tens of thousands
of others with incomes of $10,000 to $20,000.
Yet, those who endorse the proposed Federal program, including members of
the President's Council, are urging that a payroll tax increase be forced on
younger families, whose median income before taxes is less than $6,000, so that
hospitalization and other health benefits can be provided at taxpayers' expense
to everyone over 65, including these tens of thousands with incomes of $10,000,
$20.000, $50,000, and more.
Brighterfuture for aged
The Council forecasts a brighter future for the aged, sincePractically everyone will be eligible for social security payments.
Social security checks will be bigger because they will be based on higher
average earnings than in the past.
Private pensions will add more and more to the income of the aged."
Older people who retire in the next 10 years are likely to have greater personal
assets and savings and equity in property.
Even more astounding than all this is the fact, noted by the Council, that In
the 1963 fiscal year, $17 billion was spent or administered by the Federal Government alone on programs for the aged.2 This, we do not need to emphasize,
amounts to an average of about $1,000 per person aged 65 or over.
"General tax money will supplement these social insurance payments," the
Council said. "It will be used to provide public assistance payments to the

91"The Older American."
2It is estimated that by 1970, there will be nearly 40 million workers enrolled in
private and government retirement programs. This estimate was made in Miss Sylvia
Porter's column, "A Report on Pension Funds," Chicago Daily News, June 17, 1963. Miss
Porter's article was based on the 43d Annual Report of the National Bureau of Economic
Research and the study "Economic Aspects of Pensions" under the direction of Roger
F. Murray. professor of economics, Graduate School of Business, Columbia University.
2"The Older American," May 14, 1903, first annual report, President's Council on
Aging.
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very needy; it will provide money for medical care for many with very
low incomes; it will assist in making adequate housing possible; it will
support needed social services for the aged and will make possible special
programs for education, rehabilitation, and increasing employment opportunities.""
The Council appropriately observed that all this adds up to "astonishing improvements for older people in the past 10 years."
Indeed it does.
And it prompts the question how the Council could compile this .record of
"astonishing improvements" in the economic fortunes of the aged over the past
decade and at the same time offer the opinion that problems of the older' 5American
have come "dangerously close to making him a second-class citizen."
Facts on aged flnanoes
Still other evidence persuasively attests to the fact that the economic condition of the aged is not as bleak as has been painted. Surveys have shown that the
aged in general have more assets and fewer debts than other Americans. Such
surveys conducted by the University of Michigan Survey Research Center, for
example, have disclosed:
1. Median total assets held by aged spending units were nearly twice as high
as younger spending units, $8,080 compared with $4,630. (Spending units as used
Ibythe center include single persons and axe therefore different from the Census
Bureau's family classifications which include no fewer than two persons.)
(Table 5.)
TABLE

5.-Comparison of a88ets of older and younger people, 1960
Total assets

Value of sets owned

Under age 65

65 or older

Under ago 65

65 or older

Percent

Percent

Percent

Percent

$25,000 orover ---------------------------------$10,000
to $25 000-----------------------------$5,000
to $10,0. . . ..
$1,000 to $5,000 ------------------------

Home
.....equity

___

9
is
20

}

Less than $1,000
-------------------------_
Not ascertained -------------------------------None -----------------------------------------Totals. ----------------------------------

2
15
100

Medians A-------------------------------------$4,630

18

2

23
22
2

18
17
14

$8,080

$1,280

5
26
18
14

22 ,
2
1
2 ..........................
13
47
36
100
100
100
$4, 60

1Calculated from the data by Department of Economic Research, American Medical Association.

Sources: "1960 Survey of Consumer Finances," Survey Research Center, economic behavior program,

Ann Arbor, Mich.

2. Forty-one percent of older units had assets of $10,000 or more compared
with only 27 percent of younger groups (fig. 2).
2 "The Older American."

%"The Older American."
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FiounE 2.- Compari8on of assets of older and younger people 1960

:

65 or Older

64 or Younger

SOURCE:

1960

Survey of Consumer Finances, Survey Research Center, University of Michigan.
Percentage refers to "spending units," with specified age of head.

3. Eighteen percent of the elderly had net worth above $25,000 compared with
9 percent of the younger units (fig. 2).
4. Median assets of the lower income group-income under $3,000-was 10
times as much as the comparable younger units, $5,680 against $500 (table 6).
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TABLE 0.-Assets heNl by younger and older spendiflg unit8,acco?'dingto incomes,

1959-60
[In percent]
Income classes
Total asset classes

Under $3,000_____________________________
$3,000 to $4,999 $,000 or over
64 or

less

Substantial: $10,000 or over ---------Moderate: $5,000 to $9,999 ----------Limited or none: Less than $5,000..-

Al asset classes:
61 or less----------------------65 or over -----------------------

All incomes

3
2
17

65o1

over
18
18
32

(4 or

less

4
4
15

65 or

over

12
3
3

64 or

less

22
14
18

Oor
6_

65 or

less

over

65 or

over

12
1
I

29
20
51

42
22
30

22 ---23 -- 54 ---100 ----------68 -------- 18 -------- 14 -------- 100

Source: Survey Research Center, University of Michigan.

"1961 Survey of Consumer Finances,"

(master copy: Study 638, 1960, table LA-ill; number of cases: 64 or less, 2,537; 65 or over, 425).

5. The median equity in a home was $4,560 for the aged groups, nearly four
times the $1,280 for the younger (table 5).
6. In the income category above $5,000, the survey showed 82 percent of the
aged with assets in excess of $10,000, compared with 38 percent of the younger
units (table 6).

7. Sixty-four percent of the aged were homeowners, compared with 53 percent of the younger groups (fig. 3).
8. Fifty-three percent of the aged owned their homes free of mortgage, and
only 11 percent had any mortgage debt at all. In contrast, only 18 percent of
the younger units owned homes clear of mortgage and 35 percent had mortgage
indebtedness (fig. 3).
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FIouRE 3.iHosing status and mortgage debt spending units with head 64 or 1es8

and 65 or over
IIUl l

IUF

Under
$5,000

I

I

II I

II

$10,000
Or Over

10%

Under

$5,000-

$10,000

Other
12%

SOURCE:
1960 Survey of Consumer Financee, University of Michigan, Survey Research Center
9. Only 4 percent of aged homeowners owed mortgages of $5,000 or more, but
43 percent of younger homeowners owed $5,000 or more (fig. 3).
10. Among the aged, 74 percent had no personal debt and 86 percent had no
Installment debt. In contrast, among younger units, only 34 percent had no personal debts and 48 percent no Installment debts (fig. 4).
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PERSONAL DEBT (1959)

3% )ebt

Debt
S200-

Over
S8%0

DeDe
Over

~eb

S1

$0

$200

$2ve

INSTALLMENT DEBT (1961)
6% Debt
Debt $1,000
$200Under
200

1% Over
Debt

Under

,000

* ~j'I007%

$1000
!.24%

nstalhnent
1Si!S

48%
Debt

Dcb

64 OR YOUNGER

No
Debt
[nstallment
86%

65 OR OLDER

FIauRE 4.-Personal and ntallment debt
of older and younger people.
SouRCE:
1959 and 1901 Survey8 of consumerr Finances, Survey
Research Center, University of
Michigan, data refer to age of head of household

11. Only 11 percent of the aged
more than $200 of personal debt
only 7 percent owed more than $200 owed
of installment bills. But 48 percent of and
the
YOUnger units had more than $200 of personal debt and
40 percent owed more than
200 of installment debts (fig. 4).
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12. Fifty-seven percent of the aged had savings of more than $500, compared
the aged, 68 percent held
with 45 percent of the younger groups. And among
their savings or added more during the survey year.2
13. In the 2 years, 1959-61, the median income of spending units with a head
who had retired Increased 10 percent, while median income of semiskilled labor
declined by 6 percent, skilled labor by 1 percent, unskilled labor by 2 percent, and
clerical and sales personnel by 2 precent.27
No medical debt
The Michigan University surveys also found that 96 percent of the aged did
not owe anything to a doctor, dentist, or hospital, further refutation of the oftenrepeatedi myth that the majority of the aged have no way of paying for medical
or hospital care (table 7).
TABLE 7.-Mcdical debts of younger anld older spending 10it8

Medical

Iad

no debt ------------

debt status

70------------------------------------------------

Al incomes
64 or less

65 or over

Percent

Percent

0

96

Had debt of-

Less than $100 ---------------------------------------------------------4
$100to$499
-.....
...
....
..----------------------------------------------5
.00 or over ------------------------------------------------------------1

2
1
1

................................
Not ascertained ....................................................
With debt --------------------------------------------------------------

10

4

Total -----------------------------------------------------------------

100

100

Source: Survey Research Center, University of Michigan, "1961 Survey of Consumer Finances," p. 67,
table 4-2.
Other facts are worthy oZ this committee's attention.
It is well established that the higher the education, tile higher the income.
In the future, education will be n increasingly important factor in the rising
finan cial exl)ectations of the elderly.
The median years of schooling for male wage earners over 65 was 8.3 in
19611.

The lledian incolne of those with an elemlentary grade education was

$1,621, according to the Census Bureau. Those with high school training had a
median income of $2,382 and those with college training $3,509. In 1961, the
inedian schooling of those between ages 45 and 54 was 11.1 years and for those
35 to 44 it was 12.2 years.s Consequently, in the next 20 years, school training
will increase between 3 and 4 years at the median for those reaching 65. All
other things being equal, this should contribute to a 50-percent increase in the
incolne of the aged.

Further evidence that il.alles of the aged continue to increase faster than
the rest (if
the population -_an be found in a report issued by HEW front Census
Bureau statistics which stated that in 1961, inedian income of families headed
by a l)erson (;5and over rose 4.5 percent . Median income of all families in the
Nation in1961 increased only 2.1 percent.'
Fewer of the aged today must rely on ttle old-age assistance program for their
basic necessities. In the past dozen years, although the aged have Increased ill
numbers the percentage oil OAA rolls has declined from more than 23 percent
to slightly more than 12 percent. Economists predict that by 1970 only about
8 percent will still be on OAA.
w1"1960 Survey of Consumer Finances," Survey Research Center, University of Michigan,
" "1962 Survey of Consumer Finances," Survey Research Center, University of Michigan, p. 14.
-9"Current Population Reports: Consumer Income," U.S. Department of Commerce,
Bureau of Census, series P-60, No. 39, Feb. 28, 1963.
9,incomie of Aged Improved in 1961," based on advance release of Census Bureau
statistics and published in October 1962, Health, Education, and Welfare.
(Studdy No. 678, "Patterns of Family Change," table 7633).
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Aged pay bi118
Administration spokesmen iml)ly that the average person over 65 has insutliclent income to be able to pay the increasingly high cost of hospitalization,
although they can't seem to agree what average cost to the individual elderly
patient is. Last year, the President's Council on Aging said the cost was about
s525 to those who are hospitalized. But figures as high as $700 and $900 have
been cited on different occasions by others supporting this type of legislation.
The question, of course, arises: How do the aged compare with younger persons
in paying their hospital bills? A number of independent surveys have been
conducted. These include:
Iowa: A lti0 survey by the Iowa Conmission for Senior Citizens reported
that half the aged said they could afford a $1,000 emergency hospital, doctor,
or general medical bill.
Delaware: A study in Wilmington among the aged showed that 66 l)ercent
of those interviewed said they could meet hospital or other medical expenses
through insurance, and a survey of hosiptals fi Delaware disclosed the 86.2
percent of the aged paid their charges In full.
Indiana: A survey by the Commission on Aging of the Indiana State Medical
Assoeiation showed that 98 percent of the aged were able to pay or make arrangements for payment of hospital bills.
Missouri: A study of Greene County hosiptals reported in the May 1962, issue
of New Medical Material magazine, revealed that patients over 65 were responsible for only 9 percent of unpaid doctor bills, and that of 857 elderly patlents treated in a 100-bed hospital over a period of 11 months, only 15 failed
to pay.
Montana: At Deaconess Hospital, Billings, 95 percent of the bills of aged
patients were paid within 6 months.
Ohio: Among 2. 596 over-65 patients in 60 hospitals in the State, 83 percent
had health insurance or other resources to pay their bills.
Oklahoma: 61 percent of 1,300 elderly patients in 44 Oklahoma hospitals
liad health insurance or other private means to pay the costs; the other 39 percent
were receiving help through Kerr-Mills.
Texas: In 480 hospital-, 71 percent of 5,701 aged patients had health insurance
coverage.
West Virginia: At Staats Hospital in Charleston, only 1.5 percent of 296
,ged treated during a 1-year survey period failed to pay their bills.
Arizona: A study of 1,960 patients over 65 at Tucson Medical Center showed
that less than 1 percent of their bills were unpaid.
Vermont: More than 80 percent of the aged in a 1961 survey by the Vermont
State Medical Society's committee on aging reported they could pay medical
bills with insurance, current Income or savings.
St. Louis, Cleveland, Buffalo: Studies by the Conference of Catholic Charities
in three lower middle income parishes in these three cities showed that between
80 and 90 percent of the aged had hospital insurance, savings or potential
help from children in case of illness.
Arkansas: A study of 720 patients over 65 admitted to Warner Brown Hospital
in Union County during 1960 showed that only 6.6 percent had not paid their
bill In full by May 1961, and that less than I percent had paid nothing on their
bill. Seventy-one percent paid their bills from private sources, including insurance, and almost 29 percent from government programs. The average bill was
$212, and of the 720 patients, only 25 (about 3.5 percent) had a bill of $700 or
more. Of these, only two were not paid in full by May 1961.
Pennsylvania: Seven Allegheny County hospitals reported admission of 15,846
)atients over 65 during 1962. More than 97
percent paid their bills, about 77
percentt from private sources, including insurance, and approximately 21 percent
were beneficiaries of the Kerr-Mills program. Only 2.4 percent of the bills were
uhilpaid at the time of the survey.
We sumnbit, Mr. Chairman, that the available evidence gathered from many
sources refutes in every particular the financial argument on which proponents
of this measure have built their case. Americans (1o not become Ill and destitute
at the instant they become 6.5 years of age. Yet, this, in effect, is the claim
of those who insist that social security hospitalization is the only answer to the
health care problems of all the aged, treated as a single impecunious mass of
citizens.
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The medical profession is delighted to have this opportunity to reaffirm it,
faith in the Kerr-Mills law as an instrument for taking care of the medical need!
of those aged who can provide for their daily necessities but who cannot with
stand an unusual medical expense without undue financial hardship. Since it.
adoption by the 86th Congress, this law has compiled an astonishing record o
progress and achievement.
And this record has been made despite attempts by some supporters of fed
eralized hospital care for the aged to downgrade the Kerr-Mills law in the
eyes of the public. The Kerr-Mills program has never been liked and probably.
never will be by those who want the Federal Goverimient to assume complete
charge of all medical care.
In view of the effort sometimes exerted to undermine the law and discourag
its acceptance by the States, it might be supposed that the measure would prove
a dismal failure. But the contrary is true, and some of the voices that haw
been the loudest in their criticism in the past are now acknowledging that th
law should be kept on the books and strengthened. We submit that this constitutes a conspicuous tribute to the law's proven effectiveness in the brief time
it has been in existence.
AMA support
The American Medical Association, along with State and county medical
socities, has supported the Kerr-Mills program from the outset, testifying for it
when the legislation was being considered by Congress and working for its
implementation by the States following its enactment In 1960 into a law with
two purposes:
1. Improvement of existing State health care programs for the needy
elderly on public assistance, and establishment of such programs in States
that did not have them then, the medical part of the old-age assistance
program (OAA) ; and
2. Establishment of new health programs for the near-needy aged who
are not on public assistance and are ordinarily self-supporting but who
cannot meet the costs of a serious or prolonged Illness-medical assistance
for the aged (MAA).
If one considers the wide scope of this law. its implementation in the 4 years
since it was enacted is truly remarkable. And the progress in its implementation
has at times been made in the face of concerted opposition at the National
and State level. Critics proclaimed it a failure before most State legislatures
even had an opportunity to act on it. Opponents emphasized the usual Initial
weaknesses inherent In a new program and ignored Its successes. State legis.
lators were told that If they would wait, Washington would take care of the
matter by getting through Congress a social security medicare bill.
Implementation progress
Despite such formidable opposition 43 States and four other jurisdictions have
put Kerr-Mills MAA programs in operation or enacted authorization legislation.
In operation are programs in Alabama, Arkansas, California, Colorado, Connecticut, Florida, Hawaii, Idaho, Illinois, Iowa, Kansas, Kentucky, Louisiana, Maine,
Maryland, Massachusetts, Michigan, Minnesota Nebraska New Hampshire, New
Jersey, New York, North Carolina, North Dakota, Oklahoma, Oregon, Pennsylvania, South Carolina, South Dakota, Tennessee, Utah, Vermant, Virginia,
Washington, West Virginia, Wisconsin, Wyoming, Guam, Puerto Rico, the Virgin
Islands, and the District of Columbia.
Mississippi enacted a program in June, to take effect this year; Delaware
enacted one in July, which is expected to be In operation by November. Indiana
and Rhode Island have enacted programs, to begin next January. Texas has
a referendum scheduled for November, to make amendments to the State con.
stitution necessary to put MAA Into effect. MAA has been authorized and is
awaiting funding in Georgia and New Mexico. And, at last report, Alaska linId
enabling legislation under consideration in the State legislature.

FIGURE~ 5 .- hnplenentltiOn of
Kerr-Mi!Is (MNAA)

Public Law 86--7789.
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OA A proyrata
All 50 States and the 4 jurisdictions now have in effect OAA vendor payme
medical prograins.
Nine States, Guam and Puerto Rico have initiated OAA vendor payme
medical programs since enactment of Kerr-Mills. These States are Alabani
Alaska, Arizona, Delaware, Georgia, Kentucky, Mississippi, South Dakota, am
Texas.
Twenty-nine States, the District of Columbia and the Virgin Islands ha
utilized Kerr-Mills to increase coverage and benefits under OAA medical pr
grams they already were operating. They are Arkansas, California, Connectiei
Fl )rida, Iawaii, Idaho, Indiana, Iowa, Louisiana, Maine, Maryland, Michiga
Missouri. Nebraska, Nevada, New Jersey, New Mexico, North Carolina, Ohm
Oklahoma. Pennsylvania. South Carolina, Tennessee, Utah, Vermont, Virgini
Washington, West Virginia, and Wisconsin.
Twelve States have made no changes in their medical programs for persons
old-age assistance rolls following enactment of the Kerr-Mills law, many of the
having had sufficiently broad programs that changes were not considered nece
sary. In addition, 11 of these States have enacted MAA programs.
In view of this record of implementation, no fairminded person could say thl
the Kerr-Mills prograii has been a failure. This is a record of great progres
Nutn bcr helped
Thousands of needy and near-needy older persons across the Nation are recel,
ing medical, hospital, and nursing home care every day under Kerr-Mill
programs.
With the oldest MAA programs in effect only 2 years. 1 out of 50 aged person
in tie 'nited States bad received MAA help by September 1962.' And the nu1
ber of aged helped by MAA has increased steadily. According to figures of ti
Department of IIealth. Education, and Welfare, 172,736 older persons receive
MAA benefits costing $34.7 million, an average of $201 an individual, in Marc
19.H -I2 This represented increases of some 70,000 MAA beneficiaries and $11.
million in benefit costs in comparison with May 1962.2
In the first 2 years of the program, almost 350,000 cases had been approved fo
MAA. Later cumulative totals have not been released, l)ut monthly
caselot(m
have Increased consistently: by March 1964, they were over 11/A times the loa(
in September 1962. By September 1962, roughly $323 million had been sl)en
to aid MAA recil)ients; from" October 1912 to March 1964, the next 18 months
about $497 million was spent.
From these figures, there appears every indication that twice as many of thk
aged will be helped during MAA's second 2 years and that, by the end of Septem
her. over I million of the Nation's aged will have received help through MAi
since its Inception.
In March 1964. nearly 2.2 million aged persons, one out of every eight, were
eligible for medical care benefits provided through State old-age assistance
programs (Kerr-Mills OAA).2' Almost $38 million a month is being spent to
purchase medical services for those OAA recipients in neled of such care.'
Benefits provided
)uring the fiscal year ended June 30, 1962, according to the Department of
Health, Education. and Welfare, $350.7 million in OAA funds and $194.8 million
in MAA funds-over half a billion dollars-were spent in vendor payments for
health care."
°Table: "Medical assistance for the aged-Number of cases approved and number
transferred from other programs, from inception of MAA program through September
1962, by State." Supplied by Division of -Medical Care Standards, Bureau of Family
Services, Welfare Administration, Health, Education, and Welfare, per Feb. 28, 1963,
letter from Thomas B. MeKnCiel-, M.D.. Chief, to Mr. James fI. Fleming.

31Welfare In Review, June 1964, Health, Education, and Welfare, Welfare Administration.
32Social Security Bulletin, August 1963.

• 3AMA computation from monthly totals of expenditures In Social Security Bulletins.
1963-64, and from Welfare in Review, June 1964. Data for first 2 years, 'table, footnote 30.
4 Welfare In Review, June 1964, Health, Education, and Welfare; Welfare AdAimuis.
tratlon.
85Welfare In Review, June 1964, Health, Education, and Welfare; Welfare Adminls.
tration.
"Public Assistance: Vendor Paynents for Medical Care by Type of Service, Flisl

Year Ended Juno 30, 1962."
and Analysis, Jan. 31, 1963.

Bureau of Family Services, Division'of Program Statistic-
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About $210 million went for inpatient hospital care, $207 million for nursing
home care, $49 million for physicians' services, $47 million for prescribed drugs,
$6.3 million for dental care, $17 million for other services, and some $4 million
was not identified as to type of service.'
The predominant services in both programs were hospital and nursing home
care--34 percent and 33 percent, respectively, of OAA funds, and 48 percent and
47 percent of MAA funds. Physicians' services and prescribed drugs accounted
for approximately equal expenditures, about 12.5 percent each of OAA funds,
mentall care accounted for about 2 percent of
about 2 l)ercent of MAA funds.
OAA expenditures, 0.1 percent of MAA expenditures '
American,MedicalAssociation's goal for MAA
Although much progress has been made In implementation of Kerr-Mills MAA,
the job is not finished. As far as the American Medical Association is concerned,
the ultimate goal is that all States have programs to provide comprehensive
medical and hospital services to all aged persons who need financial hell).
In 1960, the American Medical Association recommended detailed standards
for MIAA. Basically, these standards call for all near-needy aged persons receiving all medical services they require, regardless of ability to pay. These reconinendations stated:
"Medical assistance for the aged [should] not be limited to the group within
sonie fixed income-and-resources level, but should be based on the individual
applicant's medical needs an( his ability to pay for care without compromising
those resources essential to his retaining self-supporting status after completion
of treatment.
"In medical assistance for the aged, any type of treatment or facility medically necessary to the individual's care [should] be included in the possible
ramige of assistance, but that aid [should] be provided in meeting only the
costs of those services which are beyond the individual's means rather than all
treatment costs for each case" 39
Kerr-Mill.s flexibility
The flexibility of Kerr-Mills permits individual States to improve their programs as experience shows changes to be desirable. A vast national program
immder social security would lack this flexibility.
AMA policy
With the purpose of adding to the flexibility amnd the effectiveness of the MAA
program, the AMA Board of Trustees 18 months ago adopted a policy calling for
the following changes in the Kerr-Mills law itself :"
1. Remove the requirement that both medical old age assistance (OAA)
and medical assistance for the aged (MAA) programs be administered by
the same agency;
2. Provide flexibility in the administration of the income limitations proposed under State law so that a person who experiences a major illness may
qualify for benefits If the expense of that illness, In effect, reduces his
money income below the maximum provided;
3. Include a provision in the law requiring State administering agencies
to seek expert advice from physicians or medical advisory committees; and
4. Make "free choice" of hospital and doctor mandatory under Stale programs.
Improvement8 in early MAA programs
A survey made by this association a year ago indicated that, of the first 25
States implementing Kerr-Mills MAA, 17 had already instituted improvements.
Fifteen had liberalized eligi )ility requirements and 16 had increased the benefits available. I)uring the p.ist 12 months, additional improvements have taken
place. Some States have irontroved their programs more than once. In only one
State, West Virginia. has there been any cutback.
Kentucky is a good example of a State that started with a modest Kerr-Mills
MAA program and has improved it o the basis of experience. Prior to MAA,
hospitalization was entirely a local responsibility in Kentucky and the State
7 Ibid.
58 Ibid.

30"Supplemental Report of the Com'ncll on Medical Service on Public Assistance MedicalCare,' adopted by tile house of delegates, Nov. 30, 1960.
40Board of Trustees, American Medical Association, adopted Feb. 2,1903.
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government was entering a new field. Kentucky's Initial MAA program provide
for only 3 days of hospitalization. It was increased to 6 days after a few month,
and then later to 10 days, with a "reauthorization" provision for still further
hospitalization.
Nursing home care up to 120 days was added in Kentucky on January 1, 1963.
On April 1, 1903, other benefits were improved and eligibility requirements were
liberalized. The drug list expanded. Physicians' home and office visits were
broadened from therapeutic only to include diagnostic, preventive, and rehabilitative services. The annual ceiling on dental payments was removed. The
annual income ceilings for eligibility were raised from $1,200 to $1,600 for a
single person and from $1,800 to $2,400 for a married couple.
Since initiating an MAA program, Tennessee has raised its income ceiling for
eligibility, has increased hospitalization from 10 to 20 days, has added up to 90
days of nursing home care and expanded the list of authorized drugs. New Iempshire has increased physician's visits (home or office) from 6 to 18 a year, added
hospital visits by physicians, Increased hospitalization from 7 to 12 days with a
provision for extension, and added drugs.
In a July 8, 1963, editorial, "Oregon's Kerr-Mills Experiment," the (Portland)
Oregon Journal commented on improvements In that State's MAA program after
2 years of experience :
2From the Oregon
Journal]
"OREGON'S KERR-MILLS EXPERIMENT
"Oregon's 2-year experiment with the Kerr-Mills medicare law has produced
two results: It has provided care for about 5,000 financial distressed elderly sick
individuals, and it also proved that there had been a great overcalculation of the
number of persons in Oregon unable to pay all or part of their medical care.
When the legislators 2 years ago voted to go in partnership with the Federal
Government in the Kerr-Mills law, it was estimated 55,000 might qualify.
"Tile middle grounders in the bitter debate over what type of Federal medicare
program should be enacted have grounds for satlsfaction--5,000 Oregon men an(l
women in straitened circumstances have been substantially helped. Those who
scoffed that any need existed have been proved wrong. Those who demanded
an all-or-nothing approach have been largely silenced.
"Based on the successful Kerr-Mills experiment, a new giant step has just
been taken at Salem. Governor Hatfileld's experienced committee, which drew
up the 1961 regulations, proposed that the 193 legislators liberalize the rules,
since there are obviously fewer to share the benefits than forecast. This was
done by the legislature and now the State welfare commission has announced
the larger and longer payments. Also, property qualifications have been significantly lowered. More persons will be benefited. But the spigot has been
opened In a fiscally sound manner.
"Meantime, Congress seems to be getting nowhere with the King-Anderson bill,
the so-called administration measure. How wise it was for Oregon to experiment, along with many other States, with the moderate Kerr-Mills law. It is
obvious that, when the final Federal medicare statute is written, there will be
much solid evidence obtained from experiments in Oregon and sister States on
which to base proper legislation. Billions, too, will be saved in taxes and
expenditures.
"After all, medicare is not a political question as some would have it. Medicare is a medical, a social, a moral problem which should be decided by nonpartisan lawmiakers, based on the need and on the financial resources of the country. It must e remembered, too, that the first impact of costs will be on the
backs of young and presently employed persons. The recipients will be the
elderly, who never contributed to tie fund. By progressive stages, fair alike
to the young and paying group and to tileold and nonpaying group, transition
can be made to any type Federal medicare program that Is wanted and can be
financed."
Lack of administration leadership in M 1AA implemcntation
The progress in inpllenmenation of Kerr-Mill also must, be viewed in the light
of the absence of vigorous leadership by tihe administration which has been noted
by various State officials and several members of Congress. Early in 1963, the
Department of Health, Education, and Welfare published a 16-page report oil
its programs for older persons In 1962. The report brushed off the Kerr-Mills
program with one short paragraph, prompting an editorial in the Washington
Evenih,- Star which said:

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

479

[From the Evening Star, Jan. 9, 1963]
"S-S-S-SH!
"If participation in the Kerr-Mills program of old age medical assistance had
dropped last year, or even stood still, we can't help wondering what the Dep.artment of Health, Education, and Welfare would have had to say about that
in its roundup progress report on Government help for the aged.
"As It turned out, the 16-page HEW report devoted a single brief paragraph to
Kerr-Mills, concentrating almost entirely on the point that average payments
declined under the program. It avoided entirely the facts that the actual
number of Kerr-Mills benficiaries during the year ending last June more than
doubled, from 46,247 to 101,634, and that monthly payments around the country
in that period increased from $9,311,027 to i$17,415,814.
"Why? Well, according to Miss Ruth Lauder, a spokesman for the HEW
staff, the omission of any reference to gains in the program 'was not deliberate.'
For one thing, she said, the report concentrated on 'newer' and 'more dramatic'
programs-including, presumably, the President's bill for medical care for the
aged through social security, which the report called the 'most important legislative proposal of 1962.' And anyways, Miss Lauder added, the Kerr-Mills program
is really 'an income maintenance program,' which doesn't have anything to do
with the health of old people, 'except indirectly.'
"This must be a surprise to those Members of Congress who passed the KerrMills program, who think it has not been given a fair shake, and who believe it
is at least a partial answer to the administration bill. One who is not surprised,
however, is Representative Byrnes of Wisconsin, th, ranking Republican meniher of the House Ways and Means Committee. Mr. Byrnes says the HEW has
deliberately kept the program in a voeuum, that it 'has not only been dragging
its feet on encouraging State participation in Kerr-M,,ills but has actually put
stumbling blocks in the way of its success.'
"Whether that statement Is accurate or not it is certainly true that the public
at large has only the fuzziest idea about the Kerr-Mills program and how it is
working. And from this viewpoint alone, the congressional investigation of
the matter which Mr. Byrnes has advocated is clearly merited."
Kerr-Mills implementation undoubtedly would have been given greater impetus
if IIEW had taken positive leadership. Because this leadership has been lacking. it has fallen to the lot of AMA's constituent State soceties to work with
their legislatures for Improvements experience has shown tce be desirable.
Transfer to MAA
We have spoken already of the remarkable progress in implementing KerrMills, of the 265,000 new MAA cases aided in its first 2 year,,"' and of OAA
medical expenditures of $36 million a month.' This should be evidence enough
that Kerr-Mills is bringing new help to the aging.
But, even as these developments were being recorded, some opponents of
Kerr-Mills who should know better have claimed that little new aid is being
given, that the States in implementing Kerr-Mills have merely shifted part of
the cost of old programs to the Federal Treasury.
The facts refute such claims. In September 1960, the month before Kerr-Mills
took effect, according to figures of the Department of Health, Education, and
Welfare, the States made vendor payments through their old-age assistance programs of $251% million; " in May 1963, old-age assistance vendor payments were
up $12 million-to $37! 1 million-and medical assistance for the aged payments
totaled nearly $29 million." That is, vendor payments for medical care to the
needy and medically indigent aged hid increased, in 32 months, by $41 million
per month.
In March 1964, old-age assistance ven(lor payments were $37.8 million and
medical assistance for the aged payments totaled $34.7 million. In the 31,/ years
since Kerr-Mills began, medical vendor payments for the aged went from $25 /
4 Table, "Medical Assistance for the Aged: Number of Cases Approved and Number
Transferred From Other Programs, From Inception of MAA Program Through September

1962, by State," supplied by Division of Medical Care Standards, Bureau of Family Services, Wel1fare Administration, HTEW, per Feb. 28, 1063, letter from Thomas D. mckacely,
.M.D., Chief, to Mr. James II. Fleming.
42 "S9cial Security flulietin," August 1903.
""Social Security Bulletin," D~ecemnber 1960.
"1"Secial Security Bulletin," September 1963.
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million per month to $72.5 million per month-an increase of almost 200
percent."
In light of such figures, it is difficult to see how all Assistant Secretary of
HEW could tell a House subcommittee that most of the States with Kerr-Mills
programs "have been Involved in no net increase in payments to either hospitals
or to the Individuals, for medical care." 46
In June 1961. a staff report of the Special Committee on Aging of the Senate,
"State Action To Implement Medical Programs for the Aged." made the statement that, while reports from the six States and two territories with MAA programs at the time were "somewhat Inconclusive and tentative," they did show
"one definite pattern: a heavy transfer of cases from OAA to MAA." The
tabulation which accompanied this statement showed, for six States, Puerto Rico,
and the Virgin Islands, only three with any transfers, including Washington
State, which had transferred five OAA recipients. In Michigan, one-third of the
approved applications were transfers, and only Massachusetts, at
this early
stage, had an MAA load comprising more than half OAA transfers. 7
Transfer pattern not established
We feel it is pertinent to question the validity of a staff report that can find a
definite pattern of heavy transfer in two jurisdictions out of eight. However,
more important is the question: Has there actually been such a pattern In later
MAA developments?
Although some States had a strong financial incentive in that they would
get more Federal matching funds if they put nursing home patients on MAA,
less than one-fourth of MAA patients have been transfers. In the first 2 years
of MAA, according to HEW figures, 265,424 new cases were taken care of and
81,423 were transferred from other programs, primarily OAA. Twelve States
transferred no OAA recipients, 5 transferred less than 100, 4 transferred between
100 and 508, and 7 transferred 1,000 or more.
This record of transfers hardly constitutes a "pattern." A large majority
of MAA cases are new ones. Indications are that the percentage of transfer
cases will decrease as the State MAA programs continue because in the States
where transferring was the heaviest it was an administrative action at the start
of their programs.
For example, during the first month of the MAA program in New York, there
were 16.438 transfers. The number dropped to 2,651 the second month, 1,049
the third month, and 593 the fourth month.'8
One possible indication of the validity of this criticism is the lack of any
cumulative figures on transfers later than September 1962. It is our belief
that such figures, if released, would show today a far smaller proportion of total
MAA recipients are transferred from other programs.
Largest States-Lorgesk allotments
Another criticism of the Kerr-Mills MAA program has been that three, four,
or five States have been getting too large a share of the Federal aid under it.
HEW Assistant Secretary Wilbur J. Cohen has charged that four StatesCalifornia, Massachusetts, Michigan, and New York-"receive about 88 percent
of the money spent" under MAA programs.'
Our first comment on this statement is that this is an outdated percentage,
becoming more outdated monthly. But It is not surprising that a few large
States have been getting a large part of Federal MAA matching funds.
From the start of the program until June 1961-9 nonths-Massachusetts,
Michigan, and New York were by far the largest States involved. The three
States had comprehensive medical programs in effect for the needy aged. They
45 "Welfare In Review," June 1964.
46 HEW Assistant Secretary Wilbur J. Cohen, at House Appropriations Subcommittee
hearings. Feb. 18, 1963.
47Staff
report to the Special Committee on Aging. U.S. Senate, 87th Cong., 1st sess.,
"Stato Action To nImplemient Medical Programs for the Aged," June, 8, 1961, p. 45.

'8Table, "Medical Assistance for the Aged: Number of Cases Approved and Number
Transferred From Other Programs. From Inception of MAA Program Through September
1962, by State." Supplied by Division of Medical Care Standards, Bureau of Family
Services. Welfare Administration, HEW, per Feb. 28, 1963, letter from Thomas B. MCKneely, M.D., Chief, to Mr. James 1-1. Fleming.
49Table 3, "Medical Assistance for the Aged: Applications, Cases Opened and Closed,
Persons Aided. and Costs, by Month, New York State, April-December 1961," from Research Brief No. 1, 1963, title, ",Medical Assistance for the Aged in New York State,
April 1961 to December 1962." Bureau of Research and Statistics, New York State
Department of Social Welfare, Mar. 9, 1963.
50House Appropriations Subcommittee hearing, Feb. 18, 1963.
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already had the experience, the staff, and the caseload to operate large-scale
medical programs. It was not the least surprising that, in the early stages of
MAA. about 90 percent of the expended funds were expended iII these three
States.
Beginning with June 1961, the percentage in the three States began declining,
hut, in D)ecember 1961, California began its program for long-term care which
is a high-cost-per-case program. Then it became four States instead of three
States that were using the major share of MAA Federal funds.
It May 1963, the President's Council on Aging added Pennsylvania and had five
States accounting for 88 percent of total MAA expenditures in the calendar year
1962.51
But other States have implemented MAA since then. States with no previous
experience with vendor payments have gained experience. The aging in other
States have learned of the existence of the program. Consequently, the percentage of funds going to a few States has been less nearly every month.
However, it is true that the five States cited-California, Massachusetts,
Michigan, New York, and Pennsylvania-will receive a considerable amount of
MAA. funds even after all the other States have good programs going. In
fact, in March 1964, with 45 MAA programs in operation, these 5 States accounted
for 76 percent of MAA expenditures.'Why? Simply because they have large numbers of older people as residents,
and hospital and medical costs are higher in these States. The association last
year made a statistical study of these points, comparing the 5 States cited with
the other 20 States which had MAA programs in effect by the end of 1962.
They contained about 5.9 million, or 57 percent of the 10.5 million over-65
residents in this 25-State sample.' The average hospital stay was longer in the
5 States than in the remaining 20 (8.1 days to 7.1 days, voluntary short-term
general hospitals) ; the average per diem cost of hospital care was higher ($41.69
to $37.51).1' In fact, if every over-65 person In the 25 MAA States as of the beginning of last year had a hospital stay of time average length and cost for his
State, more than 62 percent of the cost would have been incurred In these five
States.
These then are the major factors accounting for the high percentage of MAA
funds in these five States: early implementation, organized medical programs
before MAA, a large aged population, and higher costs.
The meais test
The means test, which has been attacked unjustifiably as a weakness in the
Kerr-Mills law, is a reasonable and usual method for determining that Governiment tax revenues go where they are needed. Other than Kerr-Mills, 10 Federal
assistance programs require a specific means test.' If a test of need is a proper
safeguard against waste In the expenditure of public funds in these instances, It
is equally prudent in financing a health care program.
For private charities, including those administered through churches, a means
test is an established procedure. Some labor unions deny strike benefits to their
members unless need is shown. Is it more reasonable to protect private money
or union funds from waste than it it public money?
Determination of the applicant's need for help is not in Itself degrading or
humiliating. The constantly Increasing use of the Kerr-Mills program by Americains over 65 should demolish for all time the patently emotional argument of
King-Anderson proponents that Kerr-Mills won't work because the elderly will
not submit to a means test. Following is an editorial from the June 25, 1962,
61"The Older American."
52"Welfare In Review," June 1964.
5 Data on population calculated from State tally of persons over 65, Congressional
Record, May 17, 1962, p. 1018.
5'Data on hospital stay calculated from data In "Hospitals 1963 Guide Issue" for
voluntary short-term general hospitals in 1962. Stay is based on average daily hospital
census, times 365, divided by hospital admissions, for 5-State and 20-State groups. Per
diem cost calculated on tie basis of total expenses reported for 5-State and 20-State groups,
divided by total patient-days reported for each group.
5 Old-age assistance; aid and service to needy families
dependent children; aid
to the blind; aid to the permanently and totally disabled:with
aid to the aged, blind, or
disabled, and medical assistance for the aged; low-rent public housing, rural housing
loans; school lunch program; veterans' pensions; veterans' hospital, domiciliary, and
medical care programs.
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Christian Science Monitor which we cite as putting the means test in a true
perspective :
"WHAT'S So BAD
ABOUT IT?
"Naturally, for its purpose, the staff report of the Senate Committee on Aging
makes as bad a showing as it can for the operation of the Kerr-Mills Act, adopted
by Congress in 1960 to assist States in providing medical care for the elderly.
"The main function of the committee and its staff since its inception has been
to provide arguments In favor of the Forand bill and now the King-Anderson
bill for hospital care through the social security system.
"The chief indictment hurled is that, in each of the 24 States thus far cooperating, the State giving Kerr-Mills aid requires the applicant to undergo a means
test, an investigation of income and assets, before receiving assistance.
"What Is so wrong about this? The social security system applies means tests.
Up to $4,800 a year, it collects its payroll tax according to what an employee
earns and what an employer pays. If a beneficiary under 72 earns more than
$1,800 a year he forfeits his payments.
"Labor unions employ a kind of means test when they argue that because a
certain company makes large profits It can pay a higher wage. Would they
want a wage level established at which every firm In an industry could be assured
a profit, with no questions asked about its management?
"The proponents of hospital care on social security are asking the United
States to set up a large and expensive bureaucratic system to assure benefits to
every covered person, indigent or affluent, 'as a matter of right.' This could
prove to be a luxury purchased at the cost of mnay sacrifices made as a result
of the payroll deductions.
"Particular exception Is taken In the committee staff report to the fact that
nine States 'have recovery programs extending to the homes of people receiving
help and collectible after death.' Also, to the fact that 12 States apply family
responsibility provisions under which children, if able to do so, are expected to
contribute to their parents' support.
"Actually the relief lien Is one of the most practical plans under which people
in need but who own their homes can be given assistance while in possession and
enjoyment of their homes. They can feel that to this extent they have provided
by their own thrift for this need.
"And Is any injustice done by enforcing the lien after the recipients of the aid
are gone? If they have no immediate heirs, no one is deprived. If children or
other near relatives have been spared a serious expense, should the State pass
alongintact an Inheritance to them while It waives its own claim?
I "These practices are not nearly so black as they have been painted. They are
methods which may be ill-administered on occasion; but so may a more massive
'insurance' program. They are processes which have the imprint of commonsense and by which American society has done extremely well for those who
depend upon it.
"Has that society come so far from concepts of individual and family responsibility that it prefers to rely on a supposedly Impersonal, but potentially political,
Federal mechanism to do on an indiscriminate scale what State and local agencies
can do with more precision and flexibility?"
Helpifg he most needy
Which is the better method to spend money available for financing health care
for the aged-whatever the amount: to give a limited amount of aid to all those
65 years and older, or to give as much hel) as the available money will provide
to those who need help? This Is a self-answering question. We do not need to
go into details as to which Is the more efficient method-the method best suited
to really help.
Yet the "means test" has been used as a bad term by Kerr-Mills opponents
and King-Anderson supporters. They have claimed that MAA "pauperizes" the
applicant.
This Is nonsense. Of 37 State programs In effect today, eligibility data for 36
show 20 set a "ceiling" on income, with those having Income above this level
ineligible. The remaining 16 either exempt a set amount of income as necessary
for ordinary living expenses or set an Income "ceiling" for eligibility; those with
incomes above these levels become eligible when their "excess" income has been
applied to medical expenses.
The most common income ceiling for a single individual is $1,500 with only
five programs below this level, and eight ranging above It. In the more flexible
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prograins, the dividing line mnost commonly falls at $1,800, with only three falling
below the $1,500 level.
Income is not all the individual call retain. In all States, the recipient can
retain his home. and only seven set any limit on its value. Varying with tie
State, he also can retain certain amounts of life insurance, personal property,
savings, and even an automobile. And the State is prohibited by Federal law
from collecting any of the vendor payments from the individual or his spouse
(luring their lifetimes. These certainly are not "pauperizing" standards. Ilowever, the American Medical Association still favors liberalization of tile means
standards. Since 1960, we are on record as opposing any flat ceiling on income
isa condition of eligibility, and one of the four Kerr-Mills amendments we have
proposed calls for a more flexible financial eligibility standard.5
Even without time stimulus of an amendment to the Kerr-Mills law, some States
already have liberalized their eligibility standards and others are considering
suich action. For example, Pennsylvania has increased the annual income ceiling
for an individual from $1,500 to $2,400 and from $2,400 to $3,840 for a married
couple. New Hampshire increased the eligibility Income ceiling from $1,200 to
$1,800 for allindividual and from $1,800 to $3,000 for a couple. In Oklahoma,
the increase was from $1,500 to $2,000 for a single person and from $2,000 to
$3,000 for a couple.
We submit that such liberalization of eligibility requirements, based on experience, makes sense. MAA has set out to help the neediest first. When this group
is found to be smaller than predicted, the States have expanded their programs
to care for those less in need. We believe this pattern will continue.
Responsibility of relatives
We must consider the question of contributions by relatives, particularly children, to the care of the aged. Sonie attack Kerr-Mills on the ground that it
'pauperizes" the children as well as the parents. In our opinion, the impact of
"relative responsibility" has been exaggerated.
The American Medical Association believes that health care is, first, an in(lividual responsibility, and then that of the family. We do not believe a person's
sois and daughters should cede to Government their responsibilities to their
parents. But we do believe that those unable to contribute to the support of their
parents should not be forced to do so.
Adm Nistrationof iftAA
The American Medical Association has recommended the elimination of tile
"single State agency" provisions for OAA-MAA on the belief that in some instances the two programs could be administered more effectively by separate
agencies.
We are aware that MAA was originally proposed as a separate title of the
Social Security Act, and that among the reasons for its eventual inclusion in
title I was the belief that the fact of OAA's being already in existence would
facilitate the implementation of MAA. Both programs dealing with the same
age group, It was believed that MAA would begin aiding the aged sooner this
way than If It were established as a completely new program.
In some States, It worked out this way. A large number of people have already
been helped who were not oi assistance rolls prior to Kerr-Mills. The existing
staffs in many welfare agencies have been able to start the program with a
minimum of problems.
But a major problem has been the tendency of staffs, accustomed to dealing
with OAA, to consider MAA merely an extension of that program. In some
States, staffs have been reluctant to provide any different medical benefits for
OAA and MAA recipients.
Yet the two classes of recipients are different. Ol-age assistance recipients
are long-term needy, dependent on the program for daily living expenses for
months or years, while medical assistance for the aged recipients need help only
inmeeting certain emergency or high-cost medical expenses.
The AMA's policy calls for consolidation of all welfare medical programs,
with the same benefits available for all assistance recipients. It calls for
elimination of all arbitrary assistance categories based on age or physical disability, with assistance based on a reasonable estimate of need, both financial
and medical. While the categories exist, however, we recognize a distinct
4P 38, supra.
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difference between the groups aided in OAA and MAA and In the type of al(
given. Some welfare agencies recognize this difference; some do not. W(
believe that the individual States should have the prerogative of decldini
whether their purely medical problems should be under a separate agency.
Mr. Chairman, and members of the committee, in summary let me again sal
that in our opinion Kerr-Mills has made a record of progress and achievement,
It is a flexible mechanism, and based upon the experience gained, the financial am
medical needs of our elderly citizens will continue to dictate changes and ad.
vancements in the States' programs.
SECTION IV. VOLUNTARY EFFORTS

The phenomenalgrowth of health in8urawe
The expansion of voluntary health Insurance and prepayment protection in th(
United States, both in the number of persons covered and the extent of the coverage, has been one of the most extraordinary phenomena of this century. In
recent years, this expansion has occurred at a faster rate in the over-65 segment
of our population than in any other age group.
This voluntary health Insurance "explosion" is a comparatively recent and
uniquely American phenomenon. The predecessors of our present Blue Cross
and Blue Shield programs date back only to the thirties; the programs of private
insurance companies a little earlier. In 1940, 9 percent of the population of the
United States had any form of health insurance: "' 10 years later, in 1950, about
50 percent were covered.m More than 77 percent of the total civilian population
had voluntary health insurance coverage.'
Over 10 million are 65 years or older
and comprise an estimated 60 percent of their age groul).'
At the end of 1962, 141 million Americans had hospital expense protection;
131 million had surgical expense )rotectlon:
and 98 million had protection
against nonsurgical niedical expenses. " At the end
of 1963, the number with
hospital expense protection had grown to 146 million."1
These figures have even greater significance when it Is recalled that in
1942 only 19.7 million had protection for hospitAl expenses; only 8.1 million had
protection against surgical expenses; and only 3.2 million had protection against
regular medical expenses. By 1952, the number of those protected had increased
to 91 million, 72.5 million and 35.7 million, respectively."
As of the end of 1962, seven times as many persons were protected against
hospital expense as were 20 years ago at the end of 1942; 16 times as many were
protected against surgical expense ; and 30 times as iiimany against regular nedical exi)erhses. t
Seventy-seven Blue Cross plans, 70 Blue Shield plans, approximately 840 insuran(e companies, and nearly 800 independent-type health insurance plans comprise the approximately 1,800 private insuring organizations in the United States
that now make voluntary health insurance protection available fo the, public."
lemalth insurance benefit lyments during 1963 were $7.8 billion '- $2.4 taillion a day-an increase of $700 million over the $7.1 billion paid out in 1962.",
Insurance companies paid $4.2 billion of the If(;3 benefits.'
This figure was ul)
front tile nearly $3.8 billion laid out in 1962 and represented a more than 300percent increase over the $1.1 billion in benefits paid by insurance companies Iin
"7Anderson and Feldnan, "Famnilly Medical Costs and Insurance: A Nationwide Survey"

(New York : McGraw-hilll Book Co., Inc.. 1956).

V?Serbein : "Paving for Medical Care In the United States" (New York: Columbia Unlversity Pres.. 195.1), table 137, p. 380.

,9 "'he Extent of Voluntary Health Insurance Coverage In the United States as of Dec.
31. 1963," Health Insurance Council 18th annual survey.
1' Statement of Gilbert W. Fitahugh, president, Metropolitan Life Insurance Co., Chicago
Execoitlv('s' Club, Mar. 22, 1963.
i1
"The 17th Annual Survey of the Health Insurance Council" as reported in "New Gains
Toward Meeting Health Care Coks-Voluntary Health Insurance In the United States as
of Dec. 31. 1962.6-1..Thie Extent of Voluntary Iealth limstrance Coverage In the United States as of Dec. 31,
iwii1." henlthinsurance Council. 1Sth annual survey.
".'h(e Ixtent of Voluntary health Insurance Coverage in the United States as of Dec. 31,
1( 62."

health Insurance Council, 17th annual

survey.

01 "Source Book of Health Insurance Data, 196," Health Insurance Institute.

05 "Souree Book of Health Insiran:ce Data, 1962," Ihealth Insurance Institute.
"I-"The Exti nt of Voluntary health Insurance Coverage in the United States as of Dec. 31,
1192." IHealth Inurance Couiiell. Isth a nnlh
survey.
'--"TheExtent of Volinitary IIealth Insurance Coverage In the United States as of Dee. 31,
196::." llualth hiuauri'nce Connell, 1,th annual
surrvev.
' 'The Extent of Voluntary Health Insurance Coverage In the United States as of Dec. 31,
]96(:11,"
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"

Blue Cross-Blue Shield and other hospital medical plans accounted for
1952.
$3.6 billion" of the 1903 benelits--alse an increase of about 400 percent from a
decade ago. 0°
Groi/h,im health ifstiI' nCe coverage of older persons
One of the most rapidly growing phases of health insurance is the growth in
the coverage of persons over age 15.
lost of this growilh has occurred in the
past 10 years. A 1952 survey showed that 26 percent of all persons past 65 had
sone foriii of health insurance protection." As of May 1962, 55 )percent of all
1ioiinstitutionalized persons 65 or older had some form of health iiistiralice."
It is estimated that the health insurance coverage in this group now has
increased to 60 percent-more than 10.3 million older l)ersons."
The extent of such coverage is even more impressive when it is taken into
account that an estimated 25 percent of noninstitutionalized older persons are
not in the market for health insurance for various reasons. Some are receiving
health care under Federal-State OAA or MAA programs. Again based on need,
others are cared for by the Veterans' Administration, by general assistance, or
by other public and private agencies. Some are retired members of the armed
services and eligible for Defense Department medicare. Finally, there are the
"self-insured"(-those with private incomes and resources large enough to remove any worries about paying hospital and medical bills.
actorsin growth of health insurancecoverage of olderpersons
There are several factors contributing to the acceleration in health insurance
l)rotection among persons over 65-factors indicating that coverage among the
65-plus age group will continue to grow at a rate faster than among the population as a whole.
Voluntary health insurance now is available to persons over 65 regardless of
whether they are healthy or sick and without physical examination. Insurance
companies are pooling their resources to reduce costs of policies for older persons.
Many policies now are noncancellable because of age. Under "Paidup" policies
flow available, coverage continues but premium payments stop at a specified
age. An increasing number of workers are being guaranteed the right to retain
their group health insurance or convert it to individual policies after retirement.
Growth in over-65-flrst-time coverage
There has been a dramatic increase in the number of individual aind "group"
health insurance contracts being made available on first-time basis to persons
ove,. 5. Some 170 private companies were offering such protection as of January
19612.'
This was a 57-percent increase since 1958 in the numuher of companies
issuing such policies.73 Many of these policies now are available in every State
ili the Union. They offer a wide range of benefits, including regular "group"
hoslital-surgical )lans, weekly or daily benefit group plans, mid catastrophic exeinse l)lans available on both Individual and group basis. Thus tie poteitil
health insurance buyer is daily being presenied with a greater and gr'ell(r
variety of plans and policies from which to select tile protection that best nIlecs
his particular needs. This is an advantage which wmld automatically le lost in
any regimented approach under a purely Federal program.
With an aim of further accelerating this trend toward first-time insurance
after 65i, tihe house of delegates of the American Medical Association, i I December
195, a(plted a report urging thlt its comstituent and component Ie(lical
societies, as well as physicians throughout time Nation cooperate in expediting
lirograms for the individuals over 65 withinmodest resources and low family
income. Physicians were asked to agree to accept a level of compensation for
medical services rendered to this group that would periiit the development of
1

" "The Exteit of Voluntary Health Insii ralice Coverage Il the Unted States as of lce. 81

ig:3."

""The
Exteat of Voluntary Health Insurance Coverage, in the United States as of lec. :1.

Pnt'a
k ind Brewoter. .IlospitallzatIon and Inmsura e Aamong Agefd Persms."
Report No. 1, Social Svetlilty Adminlstritho. April 1953.
2 "PrIviteIHleathI Istlrall c l' Protcetlon for the Aged.'" bv Joseph
F. FoIliiia.,
Jr.,
nf i

iIio'la|

tluo II i

l resltlrt

l. IlcilthII11

11su 1raiice
Assoiuoil lo)Iu ;f A In rIi(a.

liirca ii

direttur
'aiper w\is (iliVe'rli

Iwfire the iie(dleai Ciire' secllol of tIle .Anierlcln
alIIIdh: Ic eal h k s,;lo ItIon ai tOelag. Oct. 18.
1962.

stillil ony of II. Lewis Rietz,. represellig tilt'heIlealtl Inura nec Association of Am erica
blc,,
ltfor
ire Il Hou.se Ways anid .Meulls ('omitl Itee. Nov. 22, 103.
7"Source
Book of Ill lth Im1siirauco DAita, 1962," IIealth Itlsmramice lnstitule, 1P.55.
"Source Book of Ihealth Insurgance Da ti, 1962," Iltalih Iisurance Institute, 1). 55.
71
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such insurance and prepayment plans at a reduced rate. The affirmative respon
was immediate and effective.
At the time the report was adopted there were only a few Blue Shield pla
that were offering first-time, nongroup coverage to persons over 65. Today,
7078 Blue Shield plans have made available nongroup, first-time enrollment
persons over 65 and are working with Blue Cross plans to provide comprehensi
coverage. The effectiveness of this concerted effort is Illustrated by the fa
ihac persons over 65 :ire joining Blue Shield at a rate four times faster than a
other age groups combined.
This has been mide possible through the cooperation and support of t1
medical profession. In the majority of instances, doctors are accepting reduce
levels of compensation for treatment of older persons with low incomes.
Pool plan
Tile flexibility of modern programs in meeting the needs of older people
Illustrated, too, by the pioneering major medical expense programs, such as tho.
developed in Connecticut, New York, and Massachusetts, where private insurance
companies have poole(l resources and risks to offer comprehensive coverag
for a wide range of services to anyone over 65 in the State.
Under the Connecticut plan-the first to be undertaken-13 major insurance
companies in the State, by authority of special legislation, pooled their exper
ence and underwriting capacities to form a voluntary, unincorporated association
through which any Connecticut resident 65 or over can purchase basic am(
major hospital, medical, and surgical expense protection for himself and hi.
spouse. This plan, and the others like it, are designed to be self-supporting.
The "Connecticut 65" plan had its first open enrollment in September 1961
New York and Massachusetts became the next States to pass enabling legisla
tion for such a statewide pooling arrangement. In October 1962, the Nei
York 65 Health Insurance Association, representing 49 Insurance companies
doing business in the State, held its first enrollment period for a plan operating
much along the lines of tile
Connecticut program. The "Massachusetts 65" plan
jointly offered by 41 companies in the State, also opened for enrollment in
October 1962.
Additional pooled-risk plans are now in operation in North Carolina and Vir
ginia (a regional pool plan), Texas, and California. Pending the enactment
of enabling legislation, the California plan will be expanded to Include the
States of Arizona, Nevada, New Mexico, Oregon, and Washington in a "Western

(15"
regional

plan.

Increase in health insuranceretained after retirement
An increasing number and percentage of older persons are retaining their
health insurance, either on an individual or group basis, after retirement.
Before the health Insurance movement gathered momentum, most nongroap
hospital insurance policies terminated at age 65. But today the trend among
insurance carriers is to guarantee policyholders the right to continue their protection when they retire. In 1963, at least 90 policies or programs offered by
major insurance companies were guaranteed renewable for life, either on a
continued-pay or a paid-up-at-65 basis. Twenty of these plans provided extended
benefits, after an initial deductible, for "catastrophic" illness or injury, up to
limits of $15,000, or even higher in some coverage.
Another important factor in the increase in health insurance for older persons
is the accelerating trend in labor-management contracts to continue coverage
of workers after retirement. It is estimated that more than half the workers
covered by company group plans now can stay under group coverage or
convert it to an individual policy upon retirement. Such a provision is being
written Into more and more work contracts negotiated by labor unions and
management. Eight out of every ten workers covered by such new group policies
issued in 1902 could retain their coverage after retirement."
It has long been an Important provision in Blue Cross and Blue Shield contracts that subscribers may continue their coverage after leaving groups or
after reaching age 65. As of June 1961, there were 3.25 million Blue Shiel
subscribers over 05, representing over 7 percent of total Blue Shield enrollnent.8
70In Maine, such coverage Is provided through a Blue Shield subsidiary.
77"Data Sheet, Survey of health Economics." Iealth Insurance Institute..une 26, 1963.

9 "Meeting the Health Needs of the Aged," by Henry S. Blake, I.D., chairman of the

board, National Association of Blue Shield Plans, as presented at the second National
Conference of the Joint Council To Improve thioHealth Care of tile Aged, Dec. 15--16. 1061,
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There were 5 million Blue Cross subscribers over 65." More recent estimates
indicate that the number of Blue Shield subscribers over 65 is now more than
4 million, and that the number of older persons with Blue Cross coverage has
grown to 5.3 million-increases of 23 percent and 8 percent, respectively. During
the )erilod 1951-61, while total Blue Shield enrollment was increasing by 128
percent, the number of persons over 65 covered by Blue Shield Increased by 225
l)ercen t.'
faprorement in quality of health insurance
The continuing growth in voluntary health insurance for all age groups has
been one of quality as well as quantity-a growth not only in numbers covered,
lur in the scope and variety of programs and plans available.
Statistics indicate that 93 percent of older persons with hospital coverage
also have surgical protection, and 50 percent have medical protection."'
The U.S. National Health Survey for the years 1958-60 shows that, In cases
where health insurance was utilized, more than 60 percent of all persons 65 and
ovel had more than three-fourths of their total hospital bills paid for by insurance. And over 80 percent had more than half their bills paid.8 Those over
65 who are hospitalized longer than 30 (lays are supposedly "the catastrophic"
group for whom health Insurance protection runs out. Yet, even in this group
the same high proportion, 8 out of 10, had more than half their hospital bill
paid by Insurance. It is reasonable to assume that these percentages are even
higher today.
Growth of "major medical" plans
Major hospital and medical expense protection has been one of the fastest
growing of all types of coverage. These plans provide payment, above a
deductible amount, for 75 to 80 percent of virtually all categories of health
care expenses incurred as a result of catastrophic illness, up to limits of
$5,000, $10,000, $15,000, or even $30,000. Over an 8-year period the number
of persons protected under this type of plan Increased from 2 million " to
more than 38 million at the end of 1902-an 1,800-percent increase. A wide
variety of such plans are now available.'"
Progress continues to be made, too, in expanding basic health insurance
protection to cover nursing home and otler out-of-hospital services. As of
September 1963, 78 insurance companies were making available specific coverage
for nursing home care, either on a direct Individual or group basis, or in conjunction with the other insurance companies participating In the special "65plus" Insurance pooling plans offered to older persons in Connecticut, Massaelusetts, or New York. At least 50 of these programs provided coverage on a
group basis; and 7 made it available on both a group and individual basis. The
programss cover a range of 30 to 200 days of care per Illness or per calendar
year, and provide benefits of from $5 to $25 per day of care. Nearly all of these
programs have come Into being since 1 9 5 9 .5
As more administrative and cost experience becomes available on home care
programs, a further expansion can be expected In such health insurance protection
patterned after the successJful Blue Cross demonstrations in Detroit and Rochester, N.Y., in providing ho-ne care in lieu of hospitalization.
Thus, potential health insurance buyers, particularly those 65 years and older,
are daily being presented with a greater and greater variety of plans and policies
from which to select the protection that best meets their particular needs.
,Financing Health Care of the Aged," Blue Cross Association, pt. 1, p. 127.
s' Computed by AMA staff using three sources: "Meeting the IlenIth Needs of the Aged."
Henry S. Blake, M.D.. chairinan of the board, National Association of Blue Shield Plans,
as presented at the sv.'ond National Conference of the Joint Council To Improve the Health
Care of the Aged, Chicago, Dec. 15-16, 1901, p. 68; Statistical Research Iulletin No.
Sit-62-10. National Association of Blue Shield Plans, Mar. 30, 1962: and "Enrollnment
Reports, Blue Shie'd Plans," Dec. 31, 1951, National Association of Blue Shield Plans,
table 4. ). 4.
81Percentage figures cited are based upon the assumption
the aged have the same
overage pattern as the population as a whole. Reference:that
"'h
Extent of Volutary
health Insurance in the United States as of Dec. 31, 1961," Health Insurance Council,
16th annual su, vey.

_2"Proportin of Hospital Bill Pail by Insurance," U.S. National Health Survey, Series

B. No. 30.
3"Souree Book of Health Insurance

Data, 1962," Health Insurance Institute.
,"The E'stent of Voluntary Health Insurance in the United States as of Dec. 31, 1962,"
Health Ins'ir-mce Council, 17th annual survey.
6 "Iealch Insurance and Nursing Home Care," Ilealth Insurance Association of America,
September 1963.
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It is clear from the above data that those persons now over 65 who need but
do not have health insurance comprise a group which is steadily shrinking. As
illsulrai'ce protection canlt acs to expand aniong all age groups, as lore )ersls
I-caching (.5 continue tleir coverage, and as additional numbers now over 65
take advantage of the many Individual and(1 special "group'" programs available.
theinluhJber needing but, Iot under such protection in the over-65 age group
becomes smaller. It has been estimated that by 1970, 80 percent or more of those
over 65 bleeding and wanting health insurance protection wvill have it.
JIe(tth insirance doing effect ivC job
InI discussing tile extent. to which voluntary health inusrance covers total private expelnditures for medical care, in whatever age group, it is important to
clarify exactly what health insurance should do and what it should not do. Voluitary health insurance does not and should not provide benefits for all health
expenditures. Some health expenditures are not of a type that should be insured.
The total private expenditure for health care in this country includes money
spent for millions of bottles of aspirin, vitamins, cold "remedies," and various

other nonl)rescrilption items purchased for self-medication. It also includes such
nonmedical items and services as the use of television, radio, telephone, or luxury
a(ttJnloidations in hospitals. In fact, about $2 billion was spent in 1960 for
suh(nonnedicully dictated items by persons with health insurance coverage."
Voluntary health insurance does not and should not cover such expenditures.
which totaled $2 billion in 11960, any more than automobile insurance should
cover oil changess , lubrication, battery replacement, gasoline, and tire repairs
or any more than homne insurance should cover maid service or tile spring
painting.
What health insurance should do, and] is going effectively, is to provide for all
age groups a cushion of protection against the large, individually unl)redictable
medical expenses.

Other volutary cffort8 in behalf of /the aging
(lonsideration of Federal health legislation cannot ignore tile contributions

being llade (l a wide and increasing scale by private citizens and groups, at the
local level, toward solving the loblenis of our ohler citizens.
Voluntary efforts of Americans with a sense of social and community responsibility have long furnished assistance to those elderly persons who need hell).
Most often these efforts have been ellanneled through programs and projects
of religious, civic, fraternal, and philantllropic groups. It is inspiring to realize
tlt
there has been a great increase ii tile nmtllber and scOl of these voluntary
projects for tile aging in the past few years.
It unselfish programs such as these, the privatee citizen-working ill his
ilnlediate sul-rollildilgs-las had I particularly praiseworthy role. His help
is blenevolenlt, yet realistic. Ile is (lose to tile problem, whatever it may be-in
housillg, rcre ation, special services, or health care.
Such rlorjts,5 for tile
1Weneflt of the ('lderly range frotm great geriatric centers
to a s
-l-l.ocil (-1lb %%here ohher lderpersos may enjoy hours which otherwvi.t,
might he tllllty.

h'liis growilig tide of voltary efforts by private citizens and groups should
b(' e'lit-ollllg(el. not dallpemled iii any way.
'I'lTe Federal ("overm-ent it-, (oollperated(ably with State( and local groups il
.")MV1'ar'1as of 1lssistallce to the age(l-housing ft(n recreation, for exallll)le. This
ttttptrattiot, hlw'ever, 1mu4 not. he lermlitte( to become dominant.
If it doe,
it' ilitiaivt and imagination for programs started and coldtiti'd at tile comtinit "level will be dis-ouraged.
Peril to rollinturi.,i
lPatssage of so-ial security losl)italization wvohlll endanger these voluntary
etfti't*. It cold siltlttr
tilt' inventive aid altruism wllich private citizens ald(1
grollput have displayedI ill nltting
rpa-ticular problems in their own colinlunnities.

Voluntary lt-jeets for tile aging hlave increased so greatly in number and

sep, ill tIlt' iast 2 years that theillr ac-onlllishellnlts should be outlined.
Ihtlii.ing for the lt'hlrly has rcivetd miiuti attention, espellI ly frmn c('rch
an1d -ivie grolljts. 'i'll'o
-it-' proglraillS of -ecreaton
ltiactivitie.s for older persolls.
lmlrsilw, varInl their hioles, ll41(lkela~r services,
licit nlleal"q sgupplied1 Inl |hvir
M.All E'vitIahtion ( f t1i I 'restit Extent of Volmitlry Iealth Insth itt o." 1ty Mr. 1)nvld
lustact 1962.
dibet-r (f st11tlst1al research, Health
l iwln(o solath it of America.
D~ecomber
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own homes for those unable to cook, and even tie simple, humanitarian gesture
of "friendly visitors" to break the lonieliniess for those up in years who are not
able to get about as they used to.
Many new nursing homes have been built and existing ones expanded. Standards have been raised, and our older persons in nursing homes are receiving
better care under safer conditions. There are rehabilitation lrogralns, which
are returning the disabled older people to )roductive and enjoyable lives. Geriatric studies and treatment centers are leading the way to healthful later years.
('h
arch. projects
The churches of our Nation have been. most active in programs to help our
elderly, and they have increased their efforts in the past few years.
The American Lutheran Church, for example, has built 32 new homes for the
aging and added to 14 existing ones since 1061. The church presently has 100
iomes caring for 7,000 older persons, and 33 more are planned or being constructed.
The Roman Catholic Church in the United States, through its Catholic Charities section, has 357 homes for the aging, with 31 new homes added since 1961.
About 31,500 elderly persons are residents.
The Lutheran Church, Missouri Synod, announced just over a year ago that
10 Lutheran projects for 748 living units for senior citizens had beenl constructed
siuce 1961. In addition, Federal mortgage insurance totaling more than $26
million had been approved or was in the process of being approved for 24 more
housing projects Identified as Lutheran which would provide 2,299 units for
the elderly.
The Assemblies of God, with headquarters in Springfield, Mo., cares for more
than 2,400 persons in homes for the aging or nursing homes. Eighteen of these
have been established since 1960.
The Evangelical United Brethren Church, which cares for 784 persons in hones
for the aging or nursing homes, has organized a department of health and
welfare to carry out responsibilities in this field. The Unitarian Universalist
Association, in addition, has formed a committee of professional persons active
in the field of gerontology to investigate the denomination's responsibility in
the care of the aging.
A Salvation Army nursing home for the aging at Flushing, N.Y. will care for
300 persons. The United Presbyterian Church in the United States of America
maintains five homes of congregate living for older people.
There are only a few of the widespread programs in housing for tile elderly
which the national church organizations are conducting. Many local congregalins or diocesan groups have projects or programs of their own. lIousing for
tie elderly is only facet of the work of the ehmches in this field, of (',m15's. Their
efforts ii local programs of counseling. recreation, and many other activities
ale 80 nmimnerous timat ani accounting voillld
be holelessly time collsillillg.
RI}1'c'ife
iproyr(oims
Your committee will undoubtedly hear from many other organizations about
sle('ili( voluntary progralnis and projects. To point u) what is ]1a
p)[emling alnld
is being accoml)lished, we wvant to mnition only a few of tle thiomsaiads of such
i)roie'ts across the Nationl where civic, religious, or other groups working at
tie local level have played a major part.
In omr newest State. Hawaii. for example. lie commission on aging was
formed, even io'ore the president's 1911 White House (onferemce ol Aging.
and has three programs underway-al indelpendenl living project whieh cones
1iluolr
the State iehlilitation gr(oll), a home care project, and a homemakers
i)rogra
in.
In I owa. a l)ioncer 1rojeeft in Enrflhan. a town of alnut 8)'0, lroviles for
"hiollnelalakers" to visit elderly ptei'sOlls needing car(e. cook lllOl it' liecessay.
(1ewashing anad iroalig, and go shopping for them. 'Thie project al1uo illelides
inrses who make regiulir visits to eheck on le health of the elderly anid "h'andyiimil" will mow hl\'ans. (10 hollse repairs, and other od(jobs where needed.
3lust outile of Louisville. lhere is the holnie for tIle vlderly operal t d by tih(
Kentucky Gerintrics Foundation. Thle foundation was formed with the eneouragement of the State govmmnent and leases for $1 a year time former Waverly
llls Tubericulosis llospitml which was closed ll 1101. There are rooms for
430 persons, healtby as well as si(,k. Nursing services aire
provide( lf t those( who
lied i theln.
.20--453- 6-1---
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In New Hampshire, a newly formed chronic illness and aging program is ilntenmed to correlate special programs for the aging with the activities of the
private agencies.
Ili Michigan, the voluntary Michigan Health Council has played a major
role in working under a 2-year grant from the McGregor fund. Programs are in
operation in 10 communities with coordinated home care paid for by the I)atlent,
the family, official and voluntary agencies, major medical insurance policies
and prepaynient sources, such its Blue Cross.
More lor'al "Cforts
Ili an
'iriian setting. there Is the Kundig Center, established hy the Catholic
('lrities o1' Detroit. Mich., which completed a new addition called a terrace
unit in Airil 1963. The Kundig Center was started 8 years ago to give attention
to older persons who lived il a roominghouse situation in a congested area.
l'reparation of meals, recreation, counseling, and some medical services are
lrovidold and most persons walk to the church dining facilities for their meals.
'ime terrace unit provides room with I)ath accommodations for elderly persons
with the average resident being 7-1 years old. Rooms are rented at a modest
rent which includes room, board, and recreational activities. The unit is filled,
of course. and there is a waiting llst. The success of the Kindig Center terrace
unit has led to plans for similar projects.
Pennsylvania's (itizens Council Commission on Aging Is unique In that it is
the only statewide group of a fully voluntary nature which formally accepted the
re:ponsibillty for following Ul) recommendations stemming from the White
house (Conference on Aging. The Pennsylvania Medical Society is a charter
member.
Mrs. Roy W. Fngle, chairman, Commission on Aging, points out that
committee members "were fully aware that governmental efforts alone could
not possibly move forward the recommendations emanating from tile White
House Conference on the Aging. A partnership between public and voluntary
efforts was needed."
With the help of a Ford Foundation study, the Commission is researching
priority needs of older persons and how they are established.
In Philadelphia, additional facilities are being provided in a complex of buildings which serve older persons. The Philadelphia Home for the Jewish Aged is
housed In a modern, four-story building built in 1950. Its gerontological research Institute was founded In 1961 with facilities in the same building.
In 1960, York House was opened just north of the Home for the Jewish Aged.
It Is a private, nonsectarian 11-story residential apartment building with 220
units specifically designed with the needs of healthy men and women over 60 in
mind. Harry A. Robinson, York House president, explained, "We had not
expected to build a second York House. But the number of applications has
been so overwhelming that we have decided to add more facilities." The nonprofit corporation decided a second apartment building just south of the present
York House was the only answer to the demand.
In Texas, some 30 cities offer some type of home care service-teaching by
demonstration, direct patient care, case work, nutrition, and homemaker service.
In the State of Washington, the King County Medical Society's "Over 65 Plan"
has the purpose of aiding the older person who has a little too much income or
savings to qualify for State welfare medical aid, but who feels that his doctor
bills are a hardship. The society encourages these persons to apply to it. The
individual requiring consideration Is given a card which entitles him to a specific
percentage reduction in the doctor's fee. A similar program also has been
developed in St. Louls County, Mo.
The Richmond (Va.) Area Community Council cooperates with health, welfare, and recreation agencies on ill government levels In its senior citizens information and referral service. Professional counselors are on duty to answer
requests, primarily by phone, but often In person, from the elderly. Information
is most frequently sought on health facilities, recreation, housing, finance, social
security, old-age assistance, family situations, and employment opportunities.
Like many other communities, Lincoln, Nebr., has a recreation program for
older persons sponsored by the city recreation department. More than 600 inca
and women, sonme i their nineties, belong to "Good Times Clubs" which meet
weekly in churches, community centers, and even a fire station.
Many cities have "drop in" centers with recreational and handicraft activities
for the elderly. Most are sponsored by United Fund, church, or civic groups.
The extent of these craft projects, for example, is shown by the one in Raleigh.
N.C. The Raleigh project has a $100,000 business in ceramics alone with the
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work done mostly by the elderly under sponsorship of the city recreation deprtnient.

In Cincinnati, Ohio, two volunteer bureaus sponsor a program with a direct
personal touch. The "Friendly Visitors"-300 of them ranging from stenographers to retired carpenters-have volunteered to be friends with lonely older
persons. The older persons are at home, in nursing homes or hospitals, and the
friendly visitors do such kind things as write letters, tend plants, take their
friends shopping, or in some cases even to a Cincinnati Reds baseball game.
Damper on private initiative
Every one of our 50 States has some projects underway to help older people.
Besides those voluntary efforts l)lanned primarily for the elderly, there are
many other programs of a voluntary nature, not designed specifically for older
persons, from which the elderly benefit greatly.
Most encouraging is the fact that these noteworthy efforts by private citizens
and groups are Increasing at an accelerating pace. They should be fostered an(1
encouraged.
We believe that passage of a new Federal program, conveying the impression
that the parent government is assuming responsibility for older citizens, will
tend to discourage many of these voluntary efforts to help these same citizens.
It will diminish the motivation for charitable contributions. It will make private citizens less likely to give so generously of their talent and time. It will
discourage new approaches to aiding the elderly at the local level.
If the incentive toward voluntary efforts to assist the elderly is curbed,
the loss to our older persons and our Nation will be Incalculable.
SECTION

V. OBJECTIONS TO TIE PROPOSALS TO TACK ON 11EALT
AGING

CARE FOR TIE

In the years of debate and public discussion over the proposal to federalize
hospital care of the aging, it has been impossible to pin down reliable estimates of
Ill( cost of the program.
Individuals and organizations most directly concerned by these proposals
are confronted by constantly shifting figures as to costs, tax increases, and
murky projections of probable demands of older people for use of the medical
facilities.
In the final analysis, all cozt estimates must be based on the degree to which
the covered benefits will be used. And we submit that on the basis of the
limited data available, it is well nigh impossible for anyone, and this includes
Government actuaries, to make an accurate prediction of use, hence provide the
Nation with a true picture of the financial burden such a program would entail.
Yet, until we can capture these elusive pieces of Information-and lit them
together-no wage earner and no employer can possibly know what he faces In
the way of reduced income because of the program.
That is the problem. Now, let us consider the record which shows that the
costs of these programs-and the individual tax increases they would requirehave been consistently underestimated over the years by the responsible Government officials and agencies.
Actuarialstudy No. 57

As recently as last year, the Social Security Administration acknowledged that
a proposal then under active consideration would be doomed to Insolvency in a
dynamic economy unless Congress would rescue It by keeping pace with increases
in the amount of wages subject to the social security tax. This candid document was actuarial study No. 57 entitled "Actuarial Cost Estimates for Hospital
Insurance Bill."
The document clearly stated that a one-half of 1 percent payroll tax on a
$5,200 base to support the King-Anderson program would keep it afloat for no
more than 3 years; that thereafter Congress would have to increase tile tax,
or the amount of wages subject to the tax, to keep the program from going bankrulpt In a rising economy.
Of a striking significance was the fact that tile admissions In actuarial study
No. 57 were in direct conflict with official claims and pronouncements which
had previously been made by prol)onents and agency officials regarding the soundness of the measure's financing provisions. Repeatedly, they had Insisted that
the $1.5 ilion ill Increased taxes the legislation would have extracted from the
pockets of wage earners oud employers would be sufficient to pay full benefits
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to the aged. According to the statistical analysis in the study, this very obviously was not the case.
Increasing cstimatcs
Nor was this the end of it. During congressional committee hearings, it
agreed that if the wage base was not increased, and if wages aind hospital costs
continued to rise as they have ill
the past, the program would require a 1 percent
tax on a $5,200 base-half on employee and half on employer: a rate double
that which had been widely advertised before the Nation as sufficient to uinderwrite the cost of the program.
No wonder the Americ(an people are confused over the cost of a Federal hos.
pitalization program. The sole cost estimate offered by the proponents ill
earlier stages of this debate, as we have noted, was $1.5 billion. Late last year,
the Department of IIEV produced altogether new cost estima tes-S1.6 billion
by 1966, rising to $2.5 billion by 1990. Actually, no one really tries very hard
tiny more to (onceal the fact that it would be necessary to take from the pay
envelopes of the Nation's wage earners periodic increasing amounts in order to
cover the benefit costs.
The Insurance industry has predicted a cost of $2.7 billion to start and all
Increase to 1$6.8 billion by 1990. Further, insurance actuaries have warned that
a King-Anderson type of program would require a tax rate of 1 to 2 percent
on a wage base of $5,200, depending on how high wages and hospital costs rise
in the future. This would be three to four times the rate which has been proposed
in previous versions of this legislation.
To reemphasize the point, we suggest there can be no accurate cost figure until
the probable use factor Is known. And the added use of the Nation's health
facilities under a program of "free" Government benefits can only be determined
by experience. Meanwhile, the financing provisions for any Federal health care
proposal represent pure conjecture-an administrative numbers game in which
taxpayers are required to play blindfolded.
Substantial tax burden
Nevertheless, proponents of the legislation continue to dwell on what they term
Its "Infinitesimal" cost in terms of taxes. Far from it. We are dealing with a tax
increase of major proportions.
Earlier versions of this type of legislation called for a raise In the tax base
from $4,800 to $5,200 together with a rate increase to finance the projected benefits. At a mninimun, this would have been a 16-percent increase in tax for everyone making $100 a week or more.
Before you Is legislation to finance higher social security cash paymneint, for 20
million benetlelarles. This measure would raise the base to $5,400 and Inerease
the rate from Its present 3.625 percent to 3.8 ';creent and -1.8 percent by i.971
without regard to any hospitalization or health care program.
It follows that the payroll tax to finance a Federal health plan out of social
security would be on top of this increase, ndlilig a further burden to employees
and employers to finance benefits for millions of Americans who are able and
willing to take case of their own personal needs.
Thi, fact underscores a matter which should be of intimate concern to every
Anueri(an Arage earner. That is the approa<i of the (lay when the average worker
will pay more taxes to social seeur-it y to support Federal welfare pro,giallsithan
he will to support all the rest of the Government activities, iilcludling the Defense
Estalkhiient.
Approximately one-fifth of today's Almerican families do not pay ineomne tal'xes
because their incomes tire too low. But oilly of th em pay social security taxes
whill begin at the first (ollar of earnings. For them. underwriing hospital (are
and related benefits for the entire elderly population wouhl mean a deeperr cut it
all alrelly
a
al paycheck.
In this connection. we should like to remind tle committee that Assistant
Secretary Wilbur Colen of IIEV has advocated nt eventual soil
security tax
of 20 ipercemt ant(l a virtual doubling of the present base. When Mr.Cohen appeared before tle Senate Finance C'oimittee on March 23, 19111, Senator Curtl
of Nebraska (leseribed a hypoethieal easte of a mai making $9,000t a year with
it(.ome taxes of $1,174 anid, under the witness' proposal, being forced to pay social
se(ii'ity taxes of $1,350. Then the following colloquy took pllee:
"Senator Cuarms. Do you feel that as much of Ihat man's earnings of $9.000 as
a Federal tax source should le devoted to Ihis one single p)rogr*anitl of social seenrity as is available to help filiance all other activities-the fumctions of Governnt,
lie paying of the national debt,and(1
defense of our country?"
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"Secretary Coi[.N. Yes, I do, Senator." s
Rising social security taxes

We are aware that the social security system has been suffering for years
from a mounting excess of outgo over income from payroll taxes, merely to keel)
abreast of the current payments to the retired and disabled. As we know, the
present state of the funds was a factor in the decision to seek enactment of the
pending social security tax Increase.
We wonder if the American people are aware of the heavy tax burden social security will impose on then in the future. Five years from now, even if Congress
does not make a single change in the present law, the American people will be
paying more than twice as much in social security taxes as they paid in 1962.
In that year, workers and employers paid $13.1 billion in social security taxes.
With no further amendments to the law, these taxes will soar to $26.7 billion In
198, according to our projections. The maxinium tax on the individual worker
has increased more than 220 percent since 1952. By 1968, with no further
changes in the law, it will have increased by more than 310 percent over 1952.
Nevertheless, the system has been running a deficit in recent years. Benefits
paid have exceeded taxes collected in 4 of the last 5 years, for a net loss of
$3,722 million, despite the fact that the tax has been increased three times during
the 5 years.
ObJective reappraisalnieded
There is an enormous disparity of opinion about the soundness of the financial
structure of the social security system. We frankly admit we are in no position
to evaluate the system's present condition or future prospects. We submit, however, that when wide differences exist on the actuarial soundness of the system, an
objective reappraisal is in order before any further consideration in given to
schemes of such uncertain financial consequences as those calling for blanket
Federal health care for everyone over 65 regardless of financial need.
Lasting effects on social security
In any case, Mr. Chairman, the facts militate against the argument that the
proposal is so well intentioned and so inconsequential in cost that no one in good
conscience could possibly object to It.
As we have suggested, any raise in the wage base and tax rate, for whatever purpose, must have a profound and lasting effect on the future fiscal aspects
of social security and the tax bills paid by workers and their employers to support the system. Au increase in the base will apply to all future rate increasesthose already in the law as well as those Congress may be called upon to approve
in the years ahead.
Government medicine for all
Further oil the subject of future developments, we have said before and we
repeat: A Government health program, if enacted, would not stop at limited hospital and nursing home care for those over 65.
If such a measure became law, the pressure would go oil for lowering the age
limits on eligibility for tax-supported care, and increasing the types of benefits
beyond the limits now proposed. There could be only one eventual outcome:
The entire population would be engulfed In an alien system of medicine, controlled by the Govermuent and financed by an increasing tax burden oil the Nation's work force.
Parenthetically, we should like to point out that whereas the miiinum age
under social security is now 62, the minimum age for health care at Government
expense, mentioned ip to now, is (15. Does anyone seriously suggest that one of
the first proposals after enactment of a bill would not be to reduce the age for
health care to 62 as a starter?
Approximately 2 million more Americans between the ages of 62 and 65 woul
become eligible for benefits from the Federal Treasury toward which they had
paid little or nothing in taxes. Cost of the program would go up; taxes would
have to go 1lt).
Either that, or the amount of health care available to older Americans would
have to be drastically revised downward through the control authority invariaIbly built into legislation dealing with the expenditure of public funds. The
American people should have no doubts on this ,core. There will be controls
in any program enacted, controls enabling Government employees, untrained in
I'rlnted proceedinus, "IIearngq Before the Committee on Fliiance, U.S. Senate,' 87th
Cong., 1st sess., Mar. 22 and 23, 1961, p. 125.
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medicine, to make medical decisions and venture in the administration of medical institutions.
Controlling costs
This, then, is a basic conflict of purpose in plans for Government-financed
health care for any segment of the population. The Nation's doctors believe
every individual is entitled only to the best and most conscientious care, beyond
ill other considerations. But the Government cannot escape a responsibility
to 1old its programs, including those dealing with health care, to the limits
imposed by tax receipts and budgets.
Thus, the availability of medical services to the aged would be contingent upon
the availability of tax money and not, primarily. upon the medical needs of these
citizens. With quantity thus restricted, quality would inevitably suffer.
The basis for all good medical care is the intimate relationship between
a doctor and his patient. It Is on the basis of his particular knowledge of his
patient's illness and requirements that a physician selects a course of treatment to fit the individual need. The physician is best qualified to judge how ill
his patient is, what treatment should be prescribed, whether or not he should be
admitted to a hospital, when he is well enough to go home.
We have noted that various proposed programs have Included such devices
as "utilization review" committees to govern the flow of I)atients in and out of
hospitals and nursing homes. We have pointed out that the reason for such
provision is plainly financial, not medical. We have acknowledged that some
such method is necessary from the Government's standpoint to enable Federal
officials to control the cost of the program.
We have also said many times before and we repeat: Such control Is not
coml)atible with good medicine. We doctors believe care of the patient must
come first, all other consideration afterward.
But the Government must keep its eye on the budget, tightening the reins on
services as costs rise.
Canadian.hospital experience
This Is not merely supposition on our part: It is fact. For illustration, let
us briefly turn to the experience of our neighbor to the north. Since January
1961, every Province in Canada has had a program of compulsory taxation for
financing of hospital care. In each Province. money is collected on a compulsory
basis from almost all residents, as an annual premium of head tax, or as an illcrease in general taxes. These moneys, with matching funds from the National
Government, are administered and paid directly to hospitals by a government
"hospital Insurance commission" or "rate board" in each Province.
In the light of proposals which have been made here for creation of a taxsupported Government hospital program in the United States, we believe it is
reasonable to ask what effect a similar program has had on hospital administration in Canada. Has there been Increased government control over the providers
of medical services Have the institutions lost any of their right to handle their
own affairs?
There are some answers to these questions in an article in the May 1, 1903,
issue of the journal of the American Hospital Association-"Canadian Dilemma:
Hospital Finances and Hospital Autonomy."
Discussing major issue between the hospitals in Canada and the Governmentthe lieed for hospitals to expand versus Government control of funds-the article
states :
"The hospitals Insist on the right to provide the services required by their
communities regardless of cost. The Government reserves the right to approve
the expansion of any facilities and services supported wholly or partly by Government funds."
Reading further, we find an example of the situation which arises when
Government attempts to intervene In the operation of a hospital for fiscal reasons,
a, distinguished from medical considerations:
"The British Columbia Insurance Servicv suggested that tie Trail-Tadanae
Hospital reduce Its nursing staff by 17 nurses to live within an annual budget
reduce(] from $1,030,783 to $931.791-a reduction of $99,000 for this 154-bed hospital. The (hospital) board refused and the medical chief of staff, said, 'Don't
touch the staff. We are already stretched to the minimum requirements. We're
already taking chances.!"
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No grcatcr control than,financialcontrol
l'Isewhere in the article, J. Gilbert Turner, M.D., executive director of the
Royal Victorian hospital of Montreal, siums il) the situation confronling his institritioll under tie Canadian Governrent program. These are his words:
"There is no greater control than financial control. Every single itent of our
budget is thoroughly scrutinized, and if it cannot be supported, then it is disallowed. Naturally, in the setting Hi) of a new scheme, there were holld to be
delays. Only this week (Dec. 5, 1962), did we get our final settlement-which
was quite satisfactory-for the year 19061. In regard to 1962, we submitted our
preliminary figure at the start of the year, hut it has turned out to be quite insufficient, so we have appealed. This appeal met vith very little success, so we
are presently in the stages of a second appeal. whicl means reslisiiSion of the
budget to be followed by an on-the-spot check by the accountants of tlr hospital
service. This, as a rule, takes 5 to 10 working days, and it is then followed by
studies ;at th,. hospital service headquarters."
We hold there is a lesson il the experiences of Canadian hospitals vith their
Government which shoul not be overlooked by advocates of a system of federalized hospitalization in this country. It is axionititic that government tends to
control what it slibsi(izes. Surely, this is borne out il the Ioslital Journal
article.
There can be little question that the autonomy of the local hospital ini Canada
has been seriously undermined because virtually all hospital care funds have
been concentrated in the hands of one paymaster-the Provincial Insurance Authority. A Canadian hospital cannot make any siginific'lnt delarture from tile
status quo, such as adding more beds, plmr(.hasing major eqrlipillent, or hiring
a(hitional personnel without first securing iu(lgeltary approvl of the Provincial
,-|uthoritlei. The control of the purse strings has shifted the focus of decisionmaking from the hospital a(hiinistrators an( t trustees at local levels to farremoved officials working in Government bireamis al(1 commissions.
It is onr contention that the sn11e sittnatioli will ultimately prevail in the
United States if the legislation before this committee is ellacted. And, as physicians, we laust point out again that we walt to be responsible for our patients
to the linihi, of our competence; we want to take care of their needs first and
foremost; we do not believe the highest quality medical care cal lie attained
",)teil Government employees undertake to decide what services should be provi(led In medical facilities.
Not an insuranceprogram
From the beginning of tile drive to impose federalized medicine oil the Nation's age(d, tile foremost supporters of the program have misrepresented it before tile American people as "insurance." By the use of this trusted word, these
spokesmen seek to deceive workers into believing they would be paying preminis on hospital insurance, with their money set aside for their own future
benefit. This is simply not true--a point which we are sure we do not have to
labor before this committee.
The system envisioned in proposals with which we are familiar compels: it does
not permit. People would not contribute; they would pay taxes. They would not
pay taxes during their working years for iredical care in their own later years.
They would pay taxes today for today's beneficiaries.
Moreover, as the committee knows, the Supreme Court has uliheld tile arguments of the Justice Department that benefits under social security are for the
general welfare and, this being true, the levy to pay them "must be a tax
within the meaning of the Constitution." 6 This is a fact of re.ord. Nor, is
there any question that tie Internal Revenue Service has ruled specifically that
liosey collected for social security is a tax arid not an insurance premium.
Through their history, Mr. Chairman, Americans have resisted proposals
which would place unrestrained power in the hands of Government. When such
advances arc made to them In language that is less than candid-when they are
asked to approve a course of conduct without knowing exactly where they are
going, wIlien they are going to get there, or how iiuirh it is going to (,ost--there
is souid reason for their opposition to le justified.
We submilt that the proposals before-you clearly fall within this category rind
should be rejected.
ts Brief of the Justice Department, Ifelverlhg v. Davis, 301 U.S. 019.
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SECTION Vi.

MEDICAL PROGRESS

AT STAKE

Throughout this testimony we have discussed the pending l)roposal In terms
of (ihe economiC status of elderly Americans which makes such an expensive
an( wasteful program unnecessary. We have pointed out the other programs
which are available and operating to l)rovide help for the minority of elderly
Americans who require assistance in meeting their health care costs. We have
stated our belief that Government encroachment on the field of medicine, directly
or indirectly, would threaten the quality and the strength of the American
health care system as never before.
(ur system, despitee its imperfections, is universally recognized as the fittest in
the worl in all aspeets-research, education, training, and the end result,
clinical application of high standards of care for the American people.
Before we embark upon any venture which might undermine that system, it
might be wise to consider what we have, how we got it, and what is being done
in a constant effort to iml)rove the art and science of medicine, including the
care of our growing elderly population.
Therefore, as we conclude today, we should iike to present just a few of our
credentials.
Medical progress
The progress of medicine in this Nation is one of the most dramatic stories
of the century. Here are just a few salient highlights of the story:
Four and one-half million Americans are alive today who would be dead if the
mortality rate of 25 years ago still prevailed. These 4'/, million people earn
an estimated $101/, billion per year to add to the vitality of our economy.
For the first time in our history, average life expectancy for Americans has
exceeded the Biblical threescore and 10, and it now stands at 70.2 years.'
A
dramatic illustration of modern medical progress is the fact that of all the people
reaching age 65 since the beginning of time. 25 percent of them are alive today.
Eighty percent of the drugs commonly prescribed today were unknown just
10 years ago."1
The United States has made more important drug discoveries in the past two
decades than all the 2rest of the world combined, or seven times as many as the
next leading country.
Just last year the prescription drug industry set a new record of $282 million
in research, an investment triple that of the average industry.""
There now is a record number of hospital beds in this country-,701,839, an
increase of more than a quarter million beds since 1948."
In 1963, infant mortality rates declined to the lowest in U.S. history, 25.2
deaths per 1,000 births 14
A record number of 7,168 new l)hysicians graduated from U.S. medical schools
in 1962, and a record number of 31,078 students were enrolled in medical schools
during the academic year.'
In 1946, there were 6,125 registered hospitals in the United States. Today,
there are 7,138."
A record number of Americans, 145 million, are now covered by voluntary
health insurance amid prepayment l)lans."
These and countless other scientific and socioeconomic advances in medicine
did not just happen. They were brought about by the constant work and effort
of individual physicians and the medical l)rofession, aided hy contributions from
allied sciences and health professions, nurses, public health workers, legislators, business and industry, and the American people.
Frequently over the years. in andi out of the legislative area, the American
Medical Association position on some issues has brought formidable opposition
69"A Truth Treatment for Critics of American Medicine," George M. Faster, M.D.,
Today's Health, February 1963, ).0.
"A rruti Treatment for Critics of American Medicine," George M. Fiter, M.D.,
Today's Health. February 1963, p. 6.
91 A Truth Treatment for Critics of American Medicine," George M. FIster, M.D.,
Tluody's
-Ibid. Iealth, February 196:3.
9t Annual survey of the pharmaceutical manufacturer.s, Aug. 5,1961.
01"Iospltals." Joirmal of American Hospital Association. Aug. 1, 1964, vol. 2, p. 471.
93Provisional report. U.S. Public IHealth Service. February 1964.
m "A Trutlh Treatment for Critics of American Medicine," George M. FIster, I.D.,
Today's Health. February 19(13.
07"Hospitals." Journal of Anierican Hospital Association, Aug. 1, 1964, vol. 2, p. 471.
9 Health Insurance News, Iealith Insurance Institute, July 1964.
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and great unpopularity in certain quarters. However, if we are to serve the
best interests of the American people, we must concern ourselves with principles
and facts, not with an expedient search for universal popularity.
AMA leadership
The American Medical Association, which has a membership of 200,000 physicians, represents the medical profession. Since its inception its primary interest has been the welfare of the patient.
The 250 physicians who founded the AMA on May 5, 1847, in Philadelphia,
were concerned over the poor quality of medical education in the United States,
the brisk traffic in patent medicines and secret remedies, and the lack of a recognized code of ethics to protect the public. The founding physicians felt that
a national association was needed to lea(l a crusade for better medical catfor the patient.
That crusade continues today. Our objectives, now as then, are "to promote
the science and art of medicine and the betterment of public health." For the
past 116 years the AMA has fought for many things which would help achieve
those objectives. Over the same period of time the association has fought
against some things which would be detrimental to the quality of medical care
and the public welfare.
Medical education
When the AMA was organized, formalized medical education was practically
nonexistent. Men boasted they could-and did-buy medical degrees for a little
cash. Others hung up shingles with no training at all. Since 1847, AMA has
worked to improve the Nation's medical schools. Its activities led to the housecleaning between 1905 and 1920 of medical "diplonm mills." Since then, AMA
and the Association of American Medical Colleges have periodically inspected
all schools to make certain high standards are maintained. All this is in the
l)nblie interest. It means patients have better physicians.
Since the end of World War 11, nine new medical schools have been opened.'
Conunitments have been made for the establishment of 12 additional schools."M
The medical profession recognizes the need for more physicians and is doing
something about it.
Last year, in 1963, physicians voluntarily contributed aplproximnatel." $5'/ "
million to medical schools-$41,4 million directly and $114 million to the American
Medical Association education and research foundation funds for medical schools.
To make sure that able entrants into the medical field are not deterred by lack
of findis, the AMA has established a student loan quarantee program through
its educational and research foundation. Since its inception 2 ! years ago, the
program has provided 15,183 loans representing a principal suni of approximately
$1714 million.
Thge medical profession also has an affective nationwide medical careers information program to attract superior students. AMA headquarters receives
more than 300 letters a week from students interested in medical ereers.
The number of physicians per 1 million population is onlthe increase-135.7
in 1960; 141.7 today.""
This means more and better trained physicians for the patients of America.
War on quacks
Carrying out one of the original purposes of AMA is the department of investigation which, since 1906, has carried on a relentless fight against quacks
and charlatans and their nostrums and gadgets. At one time medical quackery
and traffic in platent medicines ran rampant.
Today, AMA's Department of Investigation has the largest files
existent on
medical quackery. It has been most effective in revealing facts concerning
unethical autd fradulent practices and in providing regulatory bodies with evidence leading to conviction.
99UCLA, UnIversity of Florida,
of MIami, Seton Hall University, Albert
Einstein Medical School, University University
of Puerto Rico, Soathwesterl Medlcal School
University of Texas, University of Washington, and the University of Komtn(eky. of the

Scar9ource:
"Data grains," Association of American Medical Colleges, vol. 6,'No. 2,
Anglst 1964.
u.Phys ican population 251,577 In 1960. U.S. popalatlon 185,369,000. Physician popuation z75,142 In 1963. U.S. population 194,117,000. Source: AMTA Directory Report

Service. Figures
blI, Puerto Rico,
location. .1tureau
all U.S. citizens,

Include non-Federal physicilans In the 50 States and Illstrlct of Coluamand other U.S. outlying areas and Federal physlcians regardless of
of Census, current p otltation reports, lpopulatlon estimates. Includes
regardless of location, except U.S. citizens working at civilian Jobs

abroad, studying In foreign universities, or residing abroad for other reasons.
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This program to reduce quackery in this country also is in the interest of
the patient.
Aledical ethics
One of the paramount reasons for founding the AMA was to develop a code
of ethical conduct for physicians. The principles of medical ethics are guides
to correct conduct with specific advice on how to maintain ethical relations
with patients. They have been set down primarily for the good of the public,
but they also serve as an inspiration to the physician to remain true to his oath.
Serving the patient
Scores of organized medicine's programs are designed specifically for the
patient.
Emergency call systems are established and maintained so patients can get
a doctor In a hurry when an emergency strikes.
Grievance committees, or mediation committees, have been established to hear
patients who havegrievances against a physician.
County medical societies across the Nation have developed publicity and advertising programs 'to tell 'the people of their respective communities that
physicians guarantee their services to all regardless of ability to pay,
Serving the public
In addition, the medical profession serves the public, in a thousand different
ways:
By studying the usefulness, limitations, and health problems of cosmetic
preparations.
By evaluating foods, special food products, drugs, and chemicals to assure
safety and proper use.
By helping to place physicians in small communities and rural areas through
its placement services.
By answering thousands of personal letters on health subjects each year and
by using every medium of communications in its health education program for
the public.
By encouraging high tandards in advertising and labeling of foods and drugs.
pupils'
By working
health
needs. closely vith schools and educators to help provide for
By conducting public educational campaigns on such subjects as .raffic safety,
use of seat belts, and ways to reduce accidental poisonings.
By working with industry to control health hazards on the Job, and to promote
rehabilitation of disabled workers.
By alerting the public to the Importance of preparing for any emergency
resulting from a national disaster.
By helping rural communities improve their health environment.
By developing standards for nursing homes to assure proper care of patients
and by promoting home care programs, homemaker services, information and
referral centers, and other activities aimed at providing good care at minimum
cost.
By publishing Today's Health magazine to inform the public, including schoolchildren, of the latest facts about medicine, health, and disease prevention.
By carrying out a comprehensive health education program through films,
radio transcriptQns, TV shows, exhibits, pamphlets, and books.
These are only a few examples of continuing, expanding AMA activities. In
the legislative area-on National, State, and local levels-the medical profession
mas fought for many things designed to protect the American public.
For example, it was the AMA that fostered public health facilities throughout
the Nation. Ninety years ago, it urged establishment of State boards of health.
As early as 1912. AMA urgel establishment of a Department of Health in the
President's Cabinet, which later led to the Department of Health. Education,
and Welfare.
AMA nl.o recommended creation of the U.S. Public Health Service, and the
Federal Food and Drug Administration, and in 1948 participated in the development of the World Medical Association.
In 1882. the AMA urged State legislatures to introduce hygiene as one of the
branches to be taught in the schools. Today, through a long and mutually
profitable joint committee with the National Education Association, it edits a
standard textbook on the teaching of health in the schools.
Within the past 3 years, as our activities expand and multiply at an ever faster
rate, the AMA has sponsored or cosponsored such events as the First National
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Congress on Mental Illness and Health, the First National Farm Safety
Congress, the First and Second National Congresses on Medical Quackery, in
cooperation with the Food and Drug Administration, and the Third National
Congress on Voluntary Health Insurance. A Second National Congress on
Mental Illness and Health will be held in Nov, mber.
Reflecting the profession's growing concern over the modern hazards to public
health caused by water and air pollution and other problems which man has
created by his own scientific advances, the AMA 3 months ago sponsored the
First National Congress on Environmental Health Problems.
Tile association has also established a new Central Registry of Adverse Reactions to Drugs and Chemicals, and participated in the formation of a Joint
Commission on Medicine and Pharmacy. Establishment of a new Institute for
Biomedical Research has been announced and work is )rogressing on the $31/2
million building in which it will be housed. Just recently, the World Medical
Association adopted the emergency medical identification symbol of time AMA as
tie "universal emergency znedicmlIAformatimisj)mbol."
As Members of Congress, yoti gentlemen naturally liave a particular interest
in the field of Federa4legislation. During the past' 1 years, the American
Medical Association ))as taken a position on more than 4,000 bills of a medical
nature. In the great majority of cases over tle years, the AMA has supported
the principles aud objectives of health legislation. In a minority of cases over
tie years, we have opposed bills which we,believed would be detrimental to tile
quality of medical care and the welfare of the Americail people.
Health care for the aging
In the particular area which concerns us here today-health car for the
aging-we have a close, primary medl6al interest. It is a'natural outgrowth of,
and an integral part of, our interest in the health and welfare of all Americans,
regardless of age.
1 .
We were interested in this subject and in the changing patterns in health and
disease long before they becanmd legisltlvo issues. After all, as physicians supplying medical care--in our ofliqes,',In the batienta'ihomes, in hospitals, in nursing
homes, and wherever needed-*We bellIeve
t
are rather close to the subject.
On the organizational level; the Amersin wMeical Association became active
in this total field shortly after World Witf II when it helped to found the Commission 0n Chronic Illness, which conoiateda cdmprehensive study of chronic
diseases from 1049 tb 1956. As a'rcplt.,of'that work, several large volumes
pertaining, to chronic diseases and agini- vere published and widely distributed.
Increasing interest, both by individual physicians and organized medicine, led
to the creation of an AMA Committee on Geriatrics in 1955. After considerable
study and conmlmunication with other axithoritis in the field, that committee
decided at its \very first meetifig that it bad ben misnamed. Subsequently, it
I
was renamed thdjommittee on aging.
The reasons for tat name change are germane to the issue athand here today.
The fact is that no diseases or ailments are specifically and entirelyy the result of
old age or the passage fttlme. The health problems of.older people are simply
extensions or variations oftconaitions which can beIn'developing, or which can
occur, at any age.
'--'.
Furthermore, objective study of elderly people shows thb tath
and health
care compromise only one facet of the total picture. Equallf ilnportant, if not
more so, in any long-range view of the subject, are such factors as housing,
employment, recreation, economic status, cultural activities, and the need to be
a continuing part of family and community life. These people want to be citizens, not senior citizens; patients, not geriatric patients; voters, not a political
bloc; workers, not old workers.
People over age 65 should not be regarded as a group with uniform characteristics and problems. Rather, they should be viewed as millions of individuals,
with countless variations and combinatons--physical, mental, emotional, social,
and financial.
Tie only special, distinguishing problems confronting the aging, and which
are not shared by all other age groups, are those imposed by the outmoded concept of compulsory retirement and the narrow view that people over 65 have
suddenly become a separate, segregated group in our national life.
AMA programs for aging
With the foregoing ideas as a foundation, the AMA Committee on Aging for the
past 8 years has been developing a comprehensive, well-rounded program on
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aging. The association has promoted that program through nine regional conferences, establishment of State medical society committees on aging, sponsorship of the Joint Council To Improve Health Care for the Aged, participation in
the White House Conference on Aging, distribution of informational materials
to the Nation's libraries, and continuing cooperation with numerous governmental and private agencies interested in the subject.
In 1958 the AMA Iouse of Delegates adopted an official policy urging all
physicians to adjust their fees in order to expedite the development of an effective voluntary health insurance and prepayment program for people over 05 with
low income and limited family resources. As has been stated previously in our
testimony, that policy has helped greatly in stimulating the growth and development of slecially tailored coverage for elderly people.
In 1960 the association strongly supported the Kerr-Mills bill to provide medical assistance to the needy and nicar-needy aging-the people who really need
help. In another section of our testimony, we have presented evidence demonstrating the great progress and potential in implementation of the Kerr-Mills law.
As pointed out earlier, the AMA during recent months has suggested four
amendments which we believe will help to strengthen and improve the Kerr-Mills
program. We also have suggested certain amendments to the Internal Revenue
Code, designed to assist all taxpayers involved In financing hospital and medical
expenses of the aging.,,
The American Medical Association has also been in the forefront of a nationwide drive to promote high standards of care in nursing homes. With the Amerlcan Nursing Home Association, the AMA formed the National Council for Accreditation of Nursing Hlomes. Since February of this year, the coumell has
approved 370 homes after careful investigation.
Some base prlnolples
To sum it up, these are problems of individuals, transitional in nature and
calling for full use and development of the flexible mechanisms already at hand.
Unfortunately, there are many today who choose to ignore the temporary,
transitional nature of the individual economic problems involved. As we have
seen and heard over the last several years, they claim that the only solution lies
in imposing a permanent pattern of tax-paid, Government-regulated health carea pattern inherently subject to inevitable expansion of both benefits and
eligibility.
Would be dangerous law
This makes it necessary to consider some of the factors which, added together,
clearly point to a deterioration of the quality of liealth care under any program
of Governnwent-covtrolled puediclne for any segment of the population.
1. The basis for high qt1alIty medical cargo is tile voluntary relationship between the patient and his physician. This wold begin to disappear as the
Government supplanted the individual as the purchaser of health care services.
Whatever the form a now Federal welfare program might take, a grant of
unprecedented power to Government employees to meddle with the administration
and med!ieal practice in pigrticip~ting hospitals is inescapable. It makes no substantial difference whether the measure provides for a direct service type of
program or for an indirect subsidy of care, Any legislation nmst contain grants
of power to enable the Government to carry out its basic responsibility toward
the expenditure of tax funds,
Tile result would be third-party political interference with the free selection
of diagnostic and therapeutic choices by thme physician.
2. Then, as the Government fixed prices for services rendered-as indeed it
must to protect tile public purse-fnancial incentive would begin to melt away.
3. The incentive of competition with one's peers would also fade. since the
striving for professional excellence would be frustrated by centralized direction.
4. As physicans and health facilities became more and more subject to intervention by Government employees, a decline of professionalism would be certain.
5. The overutilization and abuse of a "free" service to which everyone had a
"right" would result in increasing physician harassment which could not fail to
a form of medicine alien to these shores-medleine on an assembly-line basis.
6. Quality medicine would be dealt a further blow ly the loss of able entrants
into the health care field because young people, viewing a profession under partial
or total Government control, would seek careers in other fields.
10"Eight-Point Program for the Aged," board of trustees, American Medical Association.
Adopted Feb. 2, 1063.
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The American Medical Association believes this legislation to be not only unnecessary, but also dangerous to the basic principles underlying our American
system of medical care.
We urge you to help preserve the vitality, promise and potentiality of that system by rejecting time pending proposals and any similar legislation which would
open the way for the Government to fasten a burden of taxes and controls on
present and future generations of Americans from which they could never hope
to escape.
Senator SMATJIEIIS. Our next witness is Mr. J. Al. Wcdelneyer, director of State department of Social Welfare, State of California,

appearing in behalf of the American Public Welfare Association.
STATEMENT OF JOHN M. WEDEMEYER, DIRECTOR OF STATE DEPARTMENT OF SOCIAL WELFARE, STATE OF CALIFORNIA, APPEARING IN BEHALF OF THE AMERICAN PUBLIC WELFARE
ASSOCIATION
I
WI)nM . Mr. Chairnian and members of the committee, my
name is John M. Wedemeyer. I am appearing as a representative of
tho American Public Welftare Association ill my capacity as a member
of the executive committee of the National Council of State Public
Welfare Administrators, which is a constituent body within the association. 1 am the directorr of the California State Department of
Social Welfare. For ti L)ast 30 years I have hel admimiistraitive and
supervisory positions in both public and volmtary welfare organizations in local as well as State agencies. Before coining to California,
I served as the administrator of the State welfare department in Washington, and I also worked in the welfare program in Wyoming. In
all of these public welfare agencies, I have carried responsibilities for
public assistance and medical care.
The American Public Welfare Association is the national organization of State and local public welfare departments and of individuals
engaged in public welfare at all levels of government. Its membership includes Federal, State, and local welfare administrators, welfare
workers, and board members from every jurisdiction.
I think it is worth emphasizing that the membership of the association consists mainly of people whose daily work involves welfare
prograins, including the new amid expanded programs of medical assistance made possible by the Kerr-Mills legislation of 1960. These
I)eople, whose experience qualifies them to assess the strengths and
weaknesses of public assistance, are largely agreed that social insurance-not assistance-should be the first line of defense against not
only the loss of work income, but the fimncial consequences of serious
illness ii old age.
SOCIAL SECUIpitrrY

IAMNI)MENrTS

Ali adjustment in the OASDI benefit level, together with appropriate changes in the tax rate and wage base, is needed at this time to
make up for the increase in living costs which has taken place in recent
years. The provisions in the I-louse bill, now before your committee,
to increase all benefits by 5 percent, would take up some, though perhaps not all, of this lag.
We are in accord with the proposal to extend benefits at a reduced
rate to those older persons who have a record of work experience which
falls short of the required six quarters. While the number involved
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would be relatively small, it includes a high proportion of those who
receive public assistance or who are living in marginal circumstances.
Moreover, while we are in basic agreement that benefits should be based
on contributions to the system, these people have all made some payment for which they would otherwise receive no return. Their numbers will rapidly diminish and will soon be phased out of the system.
We look with special favor upon the provision which would pay for
continuation of benefits to age 22 of a child who remains in school.
In this era of ever-greater deinands for technical skills and professional competence in the labor market it is of the utmost importance
that all young people be given every opportunity to obtain an adequate
education. Providing tlse continuing benefits to children in school
is consistent with thehighest purpose of the social security system and
would serve the best interests of the entire Nation as well as of the
id ividuals directly involved.
Similarly, the, provision for retroactive application for disability
beiiefits is, for obvious reasons, highly desirable.
IO5I'rAI,

IxsNvSURItANCE

FOR 'rTie AGED

Our primary purpose in appearing before your committee today,
however, is to express our support for the establisltment of a program
of hospital insurance for the aged within the social security system.
TIhe American Public Welfare Association has a genuine interest in
and knowledge of pubilc medical care programs going back to the inception of the association more than 30 years ago. The position we
present to you today is based upon the experience of the men and
women in tle ranks of 1)ublic welfare who administer the medical
care programs under public assistance and the medical assistance for
the aged program under the Kerr-Mills legislation. These persons
are keenly aware both of the need of the aged for medical care and
the problems of administering medical care programs. There is wide
agreement among them that public assistance-valuable and necessary
as it is-should not be relied on as the basic public program to cover
the high cost of hospital and related care that aged people are not
able to meet by themselves.
It is because we have observed so closely and worked so continuously
with tle administrators of public welfare medical care programs that
we feel the association is qualified to conclude that the public assistance
approach to meeting tie medical care needs of tIe, age(l is not the total
answer to this question. On tile basis of this background of experience and concern, the association by action of its board of directors has
taken a position in support of a program for tie payment of hospilal
and related costs of aged persons, to be financed tilrough the OASDI
system for cove':ed beneficiaries, and from the general revenue for those
who are uninsured.
TIlE

'ROIIBi3f

OP FINANCING ITEALTHI CAR

'

FOR Till;, AGEI)

Tie problein of financing health care for the aged, although easily
stated, is one of gigantic proportions. The unlber of agedpersos
in the United States is increasing rapidly. Today we have nearly
18 million persons over 65. Tomorrow at this time there will be 1,000
more such persons since that is approximately the daily net increase.
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Because of the advances 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 birthday. One in 6 is in
fhe eighties, and the women excee(l the men )y nearly 125 to 100. But
this extended lifespan brings with it the diseasess of age and senility;
diseases which are usually long in duration and which frequently require expensive care in hospitals and other medical institutions.
What is tie solution to the problem of payment for medical care
for the aged? In the United States we have developed one of the
highest standards of medical care in the world. Our physicians, our
dentists, our nurses and other inembers 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 it is generally agreed that the medical professions and allied
medical groups can take just pride in what they have Bicomlplished
1111d tifle contributions they have made to our American society. Tile
prevention, diagnosis, and treatment of disease are tle province of the
physician and the allied medical professions. But the economic arrnugement uider which a person is able to purchase nledical care is a
1 )rohlem with which we are all concerned.
There are only a few alternative methods of fiiamncinig the cost of
health care.

First, there is the traditional inethod of paying- through

the individual's own resources. A casual analysis of the income of tile
aged will reveal that. this is not.,practical solution for the rankl and file
of tile aged. You are already aware that more than two-fifths of the
total income of the aged coles from income maintenance programs,
primarily social security and other pilblic programs. Yott are aware
also that in 1959 alnost three-fifths of the married couples with the
head or the wife aged 65 or older had incomes under $3,000: among
nonarried persons aged 65 and over, almost three-fourtlhs had incomes under $1,500. And these amounts included all tile income available through social security and public assistance. It must be obvious,
therefore, that for the bas! Majority of the aged tile paynent of miedical bills by the individual is out of tile question.
A second method of handling the problem would be through philanthropic medical 'rod social welfare agencies. Private hospitals and
doctors have provided yeoman service in giving medical care to tile
indigent of our country', but they have reached the point. where they
are no longer able to serve tile increased aged population. Many of
our hospitals face tremendous deficits because of free service to the
aged. I think that the representatives of voluntary organizations
would be the first to admit tiat they are in no posit ion to make sulbst ant ial increases in the support of programs for tme nearly 18 million aged.
A third method would be through an extensive system of public
relief or public assistance for those who cannot pay the medical care
bill. Tile persons who administer such programs are the membership
of the American Public Welfare Association. They are concerned over
the fact that many persons are receiving old-a c assistance today
anost, entirely because of their medical care needs. Ii other words,
were it not fo: mmedical care bills these aged would le self-support in,
I wonder hlow many Americans f-eel tilat it is a sound practice to forceI
a i)erson to go on pulilic relief in order to receive medical care. It
seems to me that this is unsound in theory and is not in accordance with
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American tradition. Furthermore, pul)lic assistance is a State program with all the variations to be found in such a program. In many
States persons without income will not qualify until they have, been in
residence for 5 years. A variety of other restrictions makes it impractical to think of public assistance as a total answer to the proleill.
A variation of public assistance is the Kerr-Mills approach, orignally opposed by some of the 'very people and organizations now support ing it. 11"e have urged tihe States to take whatever action is necessary 1o bellefit from the provisions of ( lie Kerr-Mills Act which makes
available allitional Federal financing of medical care in old-age assistalice alid est al)lishes tie new Federal-State program, iiedical assistance for the age(d. However, our members who administer tihis program are acutely aware of its limitations.
The (levelopment of this new program of medical assistance for the
aged offers an illust ration of the proGleins that St ates have eneout ered.
Nearly 4 years after it. began, 15 Stat es still have n(o program in efleet.
Even ihe'27 States that provide at least hospitalization, nursing home
(are, a1(d practitioners' services have significant limitations on the cor.
dit ions for extent, of services, and many States, because of rigid eligibility requirements, are liniited in their ability to help large nunl)'ers of
11; are,1 who have medical needs. Only about 13 States have so far
estal ished eligil)ility requirement s which permit the State to consider
the imlvi(hlls income level in relation to his medical expenses in determ ininug whether public funds may reasonal)ly be Provided to help
him with his medical bills.
In talking with State welfare administrators, we find that these
limitations li the new program of medical assistance for the aged are
not )ased on reluctance to help the aged, or on any deficiencies in the
Federal law, but on the inability of many States to assume additional major financial l)ulrens. We find, therefore, that although the
Kerr-Mills Act was )roadly conceived by its authors and by the Congress, it has not been possible for many o the States to implement this
intent fully. For example, ill April" 1964,1 thre,1 States (New York,
California, and Massachusetts) made 65 percent of the outlays under
medical assistance for the aged, although they had only 22 percent of
time aged in the Nation.
A fourth method of caring for the prol)lem would be through voluntary insurance. Voluntary insurance for tle aged has made tremendous progress in the United States, but it cannot provide the

solution to the total problemm of medical care for the aged. The high
cost of medical care for the aged; the fact that many aged will not be
able to afford the premiums; the fact, that many aged are such poor
risks that, their premiums would le very high; the numerous exclusions; and the nabilitv of many voluntary insurance programs to
carry persons into theiir eighties'and nineties; these and many other
factors limit the use of voluntary insurance. Furthermore, voltary
insmanco cannot finance without much higher premiums the many
millions already aged and receiving medical care. Ihe experience of
Blue Cross and Blue Shield in many States indicates that the aged are
a. hi ghi-cost group which makes serious drains on the total program.
Much of the insurance being sold under the "65-phs" type of Policy
falls short of meeting the expenses it applies to. Ien 'dollars a day
for 30 days of hospital care meets only half of the room and board bill
in a $20-a-day room. It pays nothing for stays beyond 30 days, and

SOCIAL SECURITY; MEDICAL CARE FOR AGED

505

severely limits the benefits for ancillary services, often nearly equal in
toto to the room and board charges.
The various modifications proposed to these four methods likewise
will not fully solve the problem. Public subsidy to voluntary insurellco plans, public aid to low-income groups needing medical care but
not eligible for public assistance or aid under the Kerr-Mills Act, and
inny other proposals have been examined. We consider them partial
measures which do not offer complete or satisfactory solution.
TIii SOCIAL INSURANCE FINANCING

M3ECI IA NIS31

A fifth and, to us, a satisfactory method of financing medical care
for the aged vould be through the social security mechanism. The
association recommends the social insurance il lnaci ig iimechanisms for
meeting the health needs of the aged inot. only because we find the
public assistance approach doe3 not completely solve t his problem, but
because we believe strongly that it is not, the wish of the American
people that substantial numbers of our aged citizens be required to
tura to public welfare for help with their medical needs. The association's. Federal legislative obIject ives state: "Contributory social insurance is a preferable governmental method of l)rotectmig individuals
and their families against loss of income due to unemployment, sickness, disability, deati of the family breadwinier, and retirement in
old age; and against health costs of OASDI beneficiaries."
Whereas cash benefits under the OASDI program may be sufficient
iii many instances for the aged individual's ioui
ine mainteinmnce requirements, it is rare that medical costs of an unpredictable or largo
character can be met unless the aged person iihas conisi(leral)lo other
income and resources. From the special viewpoint and ex price
of
public welfare, we know that many aged individuals go without medical care because they cannot bring themselves to apply for )ublic aid
or to ask for private charity. Fuirt hermore, charity or free care is not
generally available on any kind of continuing basis. These alternatives, furthermore, are unpalatable to the American people.
Just as employees and the self-employed are now able to contribute,
throughout their working lifetime, to their retirement income, so
should they be able to prepare for and contribute to the greatly increased health costs they will have in their later years. Vohintary
health insurance is essentially "term insurance." Each contract is for
a limited period in order to allow for renegotiatiig rate increases as
medical costs and utilization rise. Prefunding of future benefits, such
as for retirees, is virtually impossible under such an arrangement.
lFurthermoro, if this higl.-risk, high-cost group is removed from voluntary health insurance coverage, the voluntary plans will be able to
do a much more effective job for the rest of the population.
We strongly urge, therefore, the establishment of a program of hospital benefits for social security beneficiaries as part of the contributory
social insurance program so widely accepted and endorsed by the
American people.
Private health insurance can be a help, but aged persons -oftenhave
just enough money to meet the essential costs of daily living, and for
this reason (and sometimes simply because they are forgetful) they
fail to keep up premium payments. Then there is no health insurance
when an expensive illness comes along. Sonmeinws preimmims are paid
3(3-453-64-33
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faithfully, but policies are ,canceled when the aged person demonstrates that he is a poor risk, or riders are attached to the policy relieving the insurer of obligation to provide protection against health costs
arising from specified conditions. So often children of aged parents
have to assume their parents' heavy hospital and medical costs, though
the children may have families of their own and may be hard pressed
to meet their own bills. Frequently, these hospital and medical costs
aro ,olt-inuing, rather than one-time, expenses.
Public assistance programs, especially medical assistance for the
aged, can be a big helpin dealing with the health costs of the aged.
But, as we point out elsewhere in our tod;iaony, we do not believe
assistance should b)e the basic )lblic progf-am Mr tins purpose. It
conflicts with the desire of aged persons, and indeed the desire of all
of us, to remain in(lependent. Moreover, where assistance is the only
Government program, many States are not financially able to pay their
share of the costs of adequate benefits.
SPECIFIC I1ECO31M[ENDATIONS

FOR CONTENT O" A HEALTH
PROORA31

INSURANCE

It is our un(lerstanding that a number of l)roposals relating to health
insurance for the aged will he submitted to your committee. Each of
these reflects thoughtful study of the complexities involved in formulating a schedule of benefits and of providing for sound financing.
Among these variations there are no doubt a number of constructive
alternatives available. We should like to submit for your consideration
our views on certain major aspects of a sound program of health insurance for the aged.
Persons entitle(l: The association's statement of policy concern a
health insurance program recommends that the health costs of oldage, survivors, and disability insurance beneficiaries should be financed
through the OASDI program. We recognize that at this time, however, there is need for a choice, because of financing problems, between the groups of beneficiaries to be covered. It appears reasonable
to exclude the younger beneficiaries, dependents, and survivors whose
health problems in general are fewer and whose sources of income
other than OASDI are more often adequate. We recommend therefore, that as a minimum persons 65 and over who are entitled to 6ASDI
benefits or railroad retirement benefits, an(l their aged dependent
spouses and survivors, be considered for coverage under a health insurance program.
We also recommend that persons aged 65 who have not been able to
qualify for social security cash benefits be included in the health benefits legislation, with the cost, of protection for them financed from general revenue. Practically all persons reaching age 65 in the future will
qualify for social security benefits (either as retired workers, dependents, or survivors), so this special provision should not be needed on a
continuing basis.
Health benefits provided: A minimum scope of services in a health
insurance benefit program should include inpatient hospital services,
skilled nursing home services, outpatient hospital diagnostic services,
and organized home health services. Without any one of the last three
items of service there is likely to be unnecessary utilization of inpatient
hospital care. This has been demonstrated, we believe, by the exper-
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ience in many Blue Cross plans, and by the growing tendency of such
plans to add a limited coverage for these services in their benefits.
Obviously, the ideal program would provide the quantity of each
-if these types of service needed by an iiiclividual patient. Practically,
hoerover, financing problems and the possibility of overutilization
make it necessary to impose cAerain limits. Wo recommend that these
limits be based on actuarial estimates of the amount of care which canbe financed by the tax increase which the Congress tnds feasible at
this time. Recognizing the limitlations made necessary because of cost,
we agree that the emphasis should be placed on protection against
hosptial c costs, which generally are the most unpredictable amid burdensome of the health costs of aged porsois. As I have, metioiied, however, we believe it essential to provide less costly alternatives to in)atieit hospital care as well, in order to promote eflhcient use of health
We believe that, as experience is gained in the program, it,
should bemodificabe essential,
makeit certain
will of
undoubtedly
possible,
andlevel
does not;
appear
At thisto time
health benefits.
tions in the
either feasible or necessary to include physicians' and other l)racti6tioners' services asai benefit, except as these are provided to all patients
by alny of the institutions l)articipating ill the program.
We recommend that the effective date for the provision of all these
service s.bo the same since believe that if any one is omitted, even
for tbrief peiiod ot time, there will be an imbalance in the program
which should be avoided.
I)eductibles or enrollment fees: We do not agree with proposals
for either deductibles or enrollment fees. We recognize that deductibles have been suggested in part for financial reasons and in part to
meet the fear of some that there will be overutilization, particularly
of hospital care. We believe, however, that it,
would be unfortunate to
create this barrier to etly hospitalization in a program which is attempting to overcome some of the problems the aged have had in
receiving essential care early in an illness. We point out,, further,
that this could well result in increased cost of hospitidization when
theme
patient is finally admitted at an advanced state of illness.
We recoglizo that the undesirable aspects of includhg deductibles
in a health benefits program would be mitigated by a provision perinitting beneficiaries to choose various combinations of deductible and
duration of covered hospital care especially if this permits t belieficiary to choose to elimimnate the deductible entirely in his case. lBut
we believe it would be preferable not to have ally deductibles at,all.
If a deductible is found essential for reasons of cost, we urge that
the committee give consideration to the possibility of applyinl this to
nursing home care rather than inpatient Iiosptial care. Ilio in(ividual
entering a nursing home has hI- other living expenses either coinpletely eliminated or greatly reduced and le could, therefore, afford
to pay a small deductible or cooperative payment on each day of nursing home care. This is not as true for the hospital patient who must
maintain his homo against the clay of his discharge and who also will
be faced with sizable physicians' bills. If necessary, this form of
deductiblee might be combined with a deductible applied to the cost of
hospital care after the first 21 or 30 days of hosptial care. This would
act as a deterrent, if the committee believes this is nece.ary, to im-
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necessarily long stays without. serving ,as a barrier to early admiksior
and treatment.
Financing: We have already indicated our strong approval of
financing through social insurance. We would add only that we are iii
agreement with those proposals that, include a separate trust fund or
account for health insurance benefits. This is a sonmd approach and
will reassure those who sincerely fear a,health insurance, program
might, causo "raiding" of the OASI trust fund. Ae, do not concur
in this fear but, we do think that. a separate fund or account will encourage orderly financing of the program. We believe that it is sound
policy to provide lialth Ibenefits for the present, aged wlio are not
OAS4I) beneficiaries and to meet from general revenue the cost of
kenefi(s and administration with respect to these persons.
Administration: The proposal for the establishment of an advisory
council to assist the Secretary in matters of general policy and in the
formulation of regulations for the health insurance program is Sul)ported. We support, too, the proposal that. in (letermning conditions
of participation by providers of service the Secretary' shall also consult
with appropriate' State agencies and recognized national listing or
a ('re1diting bodies. In the determination of whether an institution
or agency meets these conditions of participation, and in the establishment,of rates of payment, the use of State agencies, under an agreenent with the Secretary of the Department of I health, Education,
and Welfare, is supported.
,Arginments against the proposal: The American Public Welfare
A.sociaion has examined very carefully the arguments against this
proposal. One, of the major arguments is that, it will lead to socialized
medicine. May I remind this committee that, the same argument, has
been used against other proposals which have been enacted into the
Social Security Act. TIh(, nrtLument has proved fo have no validity in
connection with the disability freeze or disability insurance and we
believe that. the use of the social insurance prinei)le to provide econoinie ,Irranlgemlenlts under wh,,ih medical care bill,; will be paid for
the aged has nothing to d with socialized medicine. There is no
proposal here for the establishment of Government hospitals or for
tie employment of doctors by the Government to treat patients. There
is nothing here to disturb the traditional patient-physician relationship. As President Kennedy stated in his message to the Congress on
Febriiary 21,1963:
'Pho progr-llil I )ropoe.
wolill!
pay thf, vosts of hospital 1i11(
rel,'ted services but

0- would not Interfere with itue way treatment is Trovihe,. itwould not hinder
it any way the freedom of cholve of doctor, hospital, or nurse. It wotld not

sveclfy in any way the kind of medical or health care or treatment to be providel by the doctor.

In connection with the,charge that this lan would bring socialized
medicine to our country, s6me have said that Government control
would result from the ,'Iecretarv'sauthority to estal)ish standards for
participation. The Department, already has similar authority with
respect to hospitals and nursing homes receiving grants under HillBurton legislation, but, this has not resulted in "Government control."
Similarly, the States, in their licensing of practitioners and institutions. establish standards as a protection to the public, and have administered such provisions for many years, without controlling the practice
of medicine or the operation of inedical institutions.
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When Workmen's compensation was first introduced into the United
States, the same arguments were used against it as are now used against
the proposal to use social insurance to provide payment for medical
care for the aged. It was said at that time that it would destroy the
physician-patient relationship and introduce socialized medicine into
this country. Certainly this has not occurred because of workmen's
compensation. In the four States that provide cash benefits for the
temporarily disabled, namely, New York, Rhode Island, New Jersey,
and California, the same arguments were used but experience has
indicated that such programs have not constituted any threat to the
tra(litional American system of medical practice.
The saine argument of socialized medicine was used in fighting the
whole idea of Blue Cross and Blue Shield. Even voluntary prepaymenth
plans were opposed by some of the same groups who now Qupport
them, and who now, in turn, oppose health insurance f')r the aged
through social ecurity.
A another argument used against the proposal is that social inqlurance
is a financially unsound method of financing medical care for the
aged andl:that the costs are unpredictable. Tile fact remains that we
now know more than we have ever known about medical costs. Blue
Cross and Blue Shield, group programs such as I-TIP in New York,
industry and union plans, all provide us with wide experience as to
cost.
It has also been said that it would be difficult to administer. I
firm'ly believe that, with the tremendous ability the United States has
shown in organizing governmental programs, we can effectively orgalnize a program of medical care for the aged. Furtlieruore, all of you
are aware of the fact. that, we have developed here in the United States
one.of the most efficient governmental programs thioulh the Social
Seem'ity Administration. We are confident, that tie administrative
problems involved in such a program would be well and competently
handled by the Social Secuirity Administration.
It is ouri belief that a rich country such as ours must develop a more
satisfactory method for providing medical care to its ever-growing
number of aged citizens. In the distant past this was less feasible,
hut to day our people]have made the discovery that there is a way to
insure against various social risks: namely, thr6tgli the device of
social insurance, a device that is now keeping millions of Americans
from the hardships and poverty which would otherwise have come
because of unemployment, old age, death of the wage earner, disability,
or industrial accidents. The r oblems of medical care for the aged
aro national problems in Which all citizens have an interest.. Your
committee now has before it the opportunity to make a contribution
to the solution of the financial aspects of these problems through social
security.
The proposals now before this committee utilize the m achinery of social insurance which has proved successful and which has
heen administered soundly, efficiently, and economically in connection
with old-age, survivors, and disability insurance. It does not involve
any fundamental change in the physician-patient relationship. It
would be the beginning of a solution to this very vexing problem.
We firmly believe that such a solution is sound from the standpoint of
the medical profession, the patient, and the general community.
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Senator SMA'rhIEiS. Thank you, Mr. Wedemeyer, for a fine statement. Your supplemental statement will be made a part of the record.
(The supplemental statement follows:)
SMUPPLEMENTAL STATEMENT OF J. M. WEDEMEYER, DIRECTOR, STATE DEPARTMENT
OF SOCIAL WELFARE, STATE OF CALIFORNIA, ON H.R. 11865
Gentlemen, the statement I have read represents the position and reco.iimendation of the American Public Welfare Association, and local public welfare
,departments and of individuals engaged in public welfare administration. Its
official policy position reflects the thinking of people whose experience qualifies
them to assess the strengths and weakensses of the various methods of financing
medical care for the aged. Their near-unanimous agreement is that social
Insurance--not assistance--should be the first line of defense against the financial consequences of serious illness in old age.
As welfare administrator of the most populous State In the Union, I take this
opportunity to inform you why enactment of "medical care through social
security" Is so strongly urged upon you and what its effect would be on
California.
As you know, Governor Brown gave strong support to the King-Anderson
proposal as introduced and submitted testimony In Its behalf at the House
Ways and Means hearing on November 21 last year.
California has a traditional concern for ito aged residents. Its old-age
security program antedates the Social Security Act. It has implemented the
medical care amendments to the Social Security Act, passed in 1956 and 1960,
to the fullest extent its financial resources permitted.
In 1.963 vendor payments for medical care for ol-age assistance recipients
totaled $39.5 million, and expeditures for medical assistance for the aged reached
$60.7 million. This represents an average expenditure of nearly $400,000
each working day of the year.
Our program for old-age assistance recipients IF primarily an outpatient care
program. The $39.5 million expenditure was composed of $11.0 million to
physicians, $11.2 million to pharmacies, $7.7 million to providers of ancillary
and miscellaneous services. $4.7 million to dentists, $3 million for eye appliances,
and $1.3 million for rehabilitation.
Our MAA program is primarily an inpatient care program to finance longterm care. The $66.7 million expenditure was composed of $30.7 million for
care in public and private hospitals and $30 million for care In nursing homes,
nearly all of them operated under proprietary auspices.
thoughuh these costly programs place a heavy burden on State and local tax
resources they do not afford prompt, continuous, and comprehensive health
services for the needy aged. For example, for purely fiscal reasons we have
not been able substantially to cover hospital care of les than 30 days' duration
yet this accounts for the bulk of hospital care needed by the aged and may,
In fact, have a major influence on needs for future prolonged hospitalization.
Consequently our present program is estimated to help only 25 percent of the
145.000 Californians over age 65 with an income of less than $2,000 a year who
require hospital care each year.
MAA, the 1960 compromise program, Is not and can never be the answer to
the problem of the aged. The cost of making MAA in California a comprehensive short- and long-term medical care program would bankrupt the State
and county governments. If a prosperous, progressive, and conscientious State
like California Is In this position, it is no wonder that HEW reports continue
to reflect little or no substantial improvement In the health care of the aged
across the Nation as a result of MAA. Under both MAA and other forms of
public assistance medical care there can be little basic assurance of even a common care program available throughout the country. Plans vary widely be-

tween States.

What is needed Is a fiscally sound system of contributory social insurance
through which our people, during the active working years of their lives, build
an entitlement to care when needed in old age; a system which will promote
self-reliance and respect for human dignity. Such a system available to all
through the country would afford a form of common security now lacking and
a core of basic care around which States could rauch more easily plan and
,develop such supplemental care as is required and within their respective means.
I am fully aware that such an Insurance system, even supplemented by pri-
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vate insurance resources, must have limits on the duration of benefits. It i.4
after these benefits have expired that the MAA program can play a realistic
and useful role in meeting the Nation's needs.
Incorporation of benefits under the social insurance program will disencumber
State and local tax commitments to an extent that will enable States like California to build a comprehensive health care program, with the emphasis on
preventive medical services which is now lacking in the majority of programs.
It may enable the States to assume greater responsibility for the health care of
those economically deprived persons who have not yet reached the mngic
chronologic age of 65.
As welfare administrator, I favor the proposal particularly for the reason
that it will be a major component in the Nation's attack on the problem of
poverty. There is no doubt that ill health breeds poverty, especially among the
elderly, and that the opportunity of early diagnosis, prompt care and rehabilitative measures when indicated, will help break the vicious cycle of illness and
poverty which saps our strength as a nation.
I realize that the proposal will cost money and that it must be financed
through an increase in payroll taxes. But I am convinced that this is a small
price that the working people of this country are willing to pay for basic security
against the costs of health care in their retirement years and against having to
ask for public aid after a lifetime of personal self-reliance.
With the possible exception of the few who see "socialism" in all human
progress, the social insurance program has won overwhelming lblic support
and is an integral part of American life today.
The people know that today three generations of middle-aged rnd older people
have available to them a base of economic scurlty under social security which,
if absent, would result in massive personal suffering and economic catastrophe
to individuals and the Nation as a whole.
I urge your committee to extend this same protection in the case of paying
for health care costs as an act of social Justice and respect long overdue for
the older citizens of California and the Nation.

Senator S-M.:TIIInS. I Ti committee will stand in recess until 3 o'clock
this afternoons, when we are going to hear from Mr.H. Lewis Rietz,
the Heiath Insurance Association of America.
(At the 'equest of the chairman, the following are made a part of
the record:)
STATEMENT OF JOJIN P. MIEDELMAN, M.D., PRESII)EtT, MINNESOTA STATE MIEI)ICAL
AsSOCIATION, ST. PAUL, MINN.
TIlE MINNESOTA STATE MEDICAL ASSOCIATION'S POSITION ON FINANCING HIEALTII
CARE, EITIIER OPTIONAL Ol OTIIEISE, UNDEU THE OASI PROGRAM

In. 1959, and also in 1901, the physicians of Mivnesota had an opportunity to
present a statement to the House Ways and Means Committee on the Forand and
King-Anderson bills. We appreciate this opportunity to communicate with the
'Senate Finance Committee in 1963, because conditions which might have appeared
to Justify such legislation have changed materially in a period of 2 years as more
statistics have become available.
Four years ago, in our statement to your colleagues of the House, the Minnesota State Medical Association said: "In summary, the physicians of Minnesota
are aware of the problems involved in providing health and medical care for our
senior citizens. We are pledged to do everything possible to meet this challenge
by implementing existing plans, and we wish to be permitted to carry out this
pledge." You have given us the right to implement the "existing plans," and
today thousands of persons over 65 years of age are reaping the benefits. Since
July, nearly 38 percent of all the aged in Minnesota have come under our new
,comprehensive health care plan.
On August 4, 1961, Dr. J. Minott Stickney, an actively practicing Mayo Clinic
physician, pointed out to the House committee that we iii Minnesota had collected
many "solid facts about our aging population." After enumerating much new
data collected by the Minnesota Department of Public Welfare and other agencies, Dr. Stickney made this statement: "Oi the basis of the facts uncovered in
Minnesota, the question arises as to the need for the King bill in Minnesota.
We believe that these facts warrant the conclusion that the bill is not needed."
Since then we have assembled additional pertinent statistics from local hos-
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pital studies, as well as from a comprehensive survey completed in late 1963
by the Community Health and Welfare Council of Hennepin County, Inc., the
latter being a united fund agency.
We believe that the information contained in the Minnesota Department of
Public Welfare study of 1960, augmented by recent studies and events in Minnesota, demonstrates conclusively that there is absolutely no need for any additional type of health care program in our State whether it be optional or
otherwise.
Minnesota's agingpopulationreceive top care
New health care plan.-According to a survey done in 1960 by Dr. Marvin J.
Taves, former professor of sociology at the University of Minnesota, 5 percent of

the Minnesota people over age 65 said they had a medical need which was uncared
for because it was too expensive.
Since July 1 of this year, no Minnesotan over 65 can make that statement. The
legislature in Minnesota has now passed a comprehensive medical care program
under the medical assistance to the aged portion of the Kerr-Mills bill which will
take care of such needs. The State has had a full benefit old-age assistance pro.
gram, in addition, for the past 15 years.
The MAA plan will provide the following benefits for 38 percent of all the senior
citizens:
1. Inpatient hospital services.
2. Skilled nursing home services.
3. Physician's services.
4. Outpatient hospital or clinic services.
5. Home health care services.
6. Private duty nursing services.
7. Physical therapy and related services.
8. Dental services.
9. Laboratory and X-ray services.
10. The following, if prescribed by a licensed practitioner-drugs, eyeglasses,
dentures, and prosthetic devices.
11. Diagnostic, screening, and preventive services.
12. Any other medical care or remedial care recognized under State law.
Over 140,800 of the 370,000 persons over 65 in Minnesota will receive $13,700,000
in additional health benefits each year. Those who qualify will be able to own and
keep up to1. $15,000 in real property.
2. $1,800 annual income if single and $2,400 if married.
3. $750 liquid assets if single, and $1,000 if married. Not included are personal and household effects, prepaid burial plot, or cash surrender value of
each person's life insurance up to $1,000. This latter provision may be
waived by the county agency administering the plan.
The abr,ve-named benefits are available to the recipient after he has obligated
himself to pay the first $200 of his health care bills in the preceding 12-month
period. Health insurance premiums are included in the $200 deductible, and the
insurance benefits are applied to the health care costs of the individual beneficiary before the remainder of his bill is paid by the administering agency. Again,
the agency may waive the $200 deductible if it causes undue hardship on the
recipient.
One now asks, How are the other 62 percent of the senior citizens going to pay
for their care? We believe that guaranteed renewable private and nonprofit
health insurance will take care of their needs.
Minnesota Blue Cross began selling two new health plans tailored exclusively
for senior citizens over age 60 in January 19063. The first, known as series 60
plan A, is a $25 deductible program which pays $10 per day for room and board for
30 days every 6 months. The following hospital services are covered in full, less
the deductible: operating room service, anesthesia when administered by a salaried employee, X-ray, clinical laboratory service, pathological laboratory service, electrocardiograms, physical therapy, oxygen therapy, dressing and plaster
casts, drugs, biologicals, etc. The premium is $96 per year.
Plan B of the 60 series is a 75-25 coinsurance plan entitling the subscribed to
70 days of hospitalization every 6 months. All hospital services enumerated
above are covered as well as daily room and board in a 2-or-more-bed room. Outpatient care is covered if the patient is admitted to the hospital within 24 hours
after the accident. Nonacute care is covered if the patient enters such a facility
within 72 hours after discharge from a confinement of at least 5 days or more
in an acute hospital. The premium for this plan is $150 a year.
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Minnesota Blue Cross has always provided coverage to all persons through
group plans or individual contracts when enrollment occurred before the age of
60. Individual contracts are guaranteed renewable beyond the age of 60. A
member of a group plan who reaches retirement age may elect to continue protection under the plan for a period of 3 months. The benefits of this coverage
provide up to $15-a-day room rate for hospital care or an 80-20 coinsurance
plan, depending on the amount of benefits he had In his group plan. At any time
during the 3-month conversion period, the retiree may choose to continue to
receive protection by subscribing to a new contract on a 80-20 coinsurance basis.
More than 65,000 Minnesotans are covered by the two 60 series plans, the 80-20
coinsurance plan, and the other conversion programs provided for group contract
retirees. There are many more thousands over age 65 who are still working and
covered by group contracts.
Otler health care planr.-The basic senior citizens contract of Minnesota Blue
Shield is in its fourth year of operation. It has had fine acceptance in the State.
Prior to the over-65 plan, Blue Shield subscribers converted their regular Blue
Sbield contract upon retirement to a nongroup contract. The cost was increased
because the plan was of the nongroup type. Now a person who wants a noncancelable physician plan and did not have one before age 65, or a person who
wants to convert his group plan upon retirement to a senior citizen contract
may do so. Over 9,960 have subscribed to the senior citizen contract.
The doctors in Minnesota who service the Blue Shield's new senior citizen
plan will provide physician services at no additional cost to all individuals age
65 and over whose income is $2,400 or less and couples whose income is less
than $3,600 annually. An individual's net worth may be $20,000 or less and a
couple's $30,000. If a senior citizen has more income or net worth than mentioned above, the physician can charge hin over and above the benefits paid
under the plan. The plan costs only $35.40 a year.
Blue Shield has a hospital expense rider plan for senior citizens, but few
have taken advantage of it. It provides for 90 days of hospital room and board
plus 60 days of nursing home care. The aged person may purchase a $10- or
$15-a-day room and board plan and the nursing home benefits are $10 a day.
The plan will pay for 80 percent of the total ancillary hospital costs. Premiums
are $8.85 a month for the $10-a-day plan and $10.51 for the $15 one.
Hence, Blue Shield and its hospital rider plan can provide full-service physician benefits, as well as 90 days of hospital care and 60 days of nursing home
care at $15 and $10 per day, respectively, for a premium of $170.40 a year.
Nearly 40,000 Minnesotans over 65 have a nongroup Blue Shield plan and many
thousands more are covered by a group contract.
Private health insurance has continued to expand in Minnesota. There are
41 companies now writing guaranteed renewable policies for the aged. Nationally, 3 companies alone write policies for 2 million people over 05. In 1961, 9.3
million of the 17 million Americans over 65 had some form of health coverage.
The Taves senior citizens report noted in 1960 that 60 percent of the persons
interviewed had hospital insurance and that in the metropolitan area where
hospital costs are much higher, 71 percent had such coverage. Over 50 percent had
medical and surgical coverage. It should be noted that this survey was done
before the Blue Shield and Blue Cross plans mentioned above were available.
Minnesota's old-age assistance program is one of the best in the Nation. In
the fiscal year ending June 30, 19063, $32,656,679 was spent on medical care for
Minnesota's old-age assistance recipients. Hospital and physician costs continued to decrease while nursing home costs have increased. The reason for
the decreasing hospital costs while nursing home costs went up lies in the fact
that more nursing home beds are now available to care for patients who do not
need intensive hospital care. Actually, nursing home costs increased by $5.3
million over the previous year, and a major factor was the release of many of
the State's institutionalized patients to nursing home care. Often these persons
are senile but do not belong in the State mental hospitals where they have been
under custodial care for many years.
Old-age assistance recipients in Minnesota receive comprehensive benefits and
have free choice of vendor. In 1963, the average monthly caseload was 43,139
persons over age 65 receiving aid under this program. Almost 61 percent receive
medical care at some time during the year, and 59.1 percent of the total money
spent for old-age assistance will be for health care.
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The OAA health care dollar was divided as follows, as of June 30, 1903:
----------------------------------Licensed nursing home care
Acute hospital care
-----------------------------------------Drugs and medical supplies
------------------------------------Physicians' and surgeons' services
-------------------------------Hospital care for chronic diseases
--------------------------------Others
-----------------------------------------------------

centt
49. 3
25. 3
9. 8
6. 7
4. 5
4.4

Dental care
-----------------------------------------------.
6
Special diet
-----------------------------------------------.
9
Health insurance premiums ---------------------------------------.
T
Optical care
----------------------------------------------.
5
Ambulances
3-------Appliances
------------------------------------------------.
4
Visiting nurse
---------------------------------------------.
2
Others
---------------------------------------------------.
8
Hence, in Minnesota, the senior citizen can purchase excellent health care
coverage at nominal rates, and those who cannot afford such rates can receive
comprehensive care under the old-age assistance or the new Minnesota medical
assistance te the aged programs.
The wealtik aj the Minte8ota 8efior citizen
The 1960 Taves sudy pointed out that over half of the persons Interviewed had a
net worth of $10,000 or more. Forty-nine percent stated they had enough income
to live on comfortably; 35 percent had enough for subsistence only; and 16 percent did not have a living income. Under the Minnesota assistance to the aged
plan, 38 percent can receive complete health care.
In a late 1963 population report of the U.S. Department of Commerce, Bureau
of Census, it is pointed out that 91.8 percent of the families whose head was 65
or over had an income of over $1,000. In fact 27.7 percent had incomes over
$5,000. The median income of these families was $3,382 annually.
The November 1960 Monthly Labor Review stated that an adequate budget for
a retired couple in Minneapolis in the autumn of 1959 was $3,135. This would
indicate that aged Minnesotans who receive the national median Income of
$3,382 would have more than enough to live on. Included in the retired couple's
budget mentioned above was $315 for health expenses. The Hennepin County
Welfare Department figures a minimum budget is $1,854 annually for a couple.
In the Taves report, it was pointed out that 25 percent of the persons interviewed
had spent up to $49 that year for health needs, 59 percent less than $200 and
only 5 percent paid over $500 for such care. It is interetsing to note that while
some persons stated they needed care and that the care was too expensive for
them, many did not know that free care was available to them. The survey
pointed out that 45 percent of the aged did not know that the public health nurse
was available to help them. About 34 percent said that they never, rarely, or
seldom used the public health nurse in their communities.
After reviewing these statistics in Minnesota, we can conclude that the
average aged citizen does have enough to live on; his health bills are reasonable:
he does have health care facilities available for him to use, but he does not know
about them. In most cases his home is paid for, his children are grown, and
his Hiving costs are about $3,000 a year.
How do Minnesotan8 pay for hospital M118
A study has been made over the last 4 years of hospitalized patients in a rural
Minnesota hospital. This hospital has 41 beds and 10 bassinets. Of the total
admissions during the 4 years, 17.3 percent were over 65 years old and of that
group, 16.2 percent were admitted for surgical operations and 83.8 percent for
medical conditions.
Over three-quarters of the patients over 65 paid their bills from private
resources, including insurance payments, and less than one-fourth of the bills
were paid by government programs. Each year the number of persons who had
all or part of their hospital bill paid by insurance has increased. In 1960, 33
percent of the aged had insurance coverage. By 1961, the percentage increased
to 40 percent, in 1962 it was 47 percent and by 1963 over 54 percent had coverage.
During the 4-year period, 88.8 percent of all persons hospitalized over 65
received bills that under under $500 and only 4 percent spent over $1,000.
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The most Important point In this study, as it relates to financing health care
under the social security system, Is that by February 15 of each ensuing year
year only 2.9 percent or 39 people had not paid their hospital bills in full. Just
a little over 1.1 percent or 15 people In the group had not made any payment at
all on the account.
Another study was completed in late 1963 In the Minneapolis-St. Paul hospitals. This study showed that the average length of stay In the hospital was 7.9
days, the average bill per stay was $338.71, and the average bill charged per
patient day was $42.84. The report noted that age, sex, locality, day of the
week, etc., had an effect on the average length of stay.
Persons over 65 showed an average length of stay of 11.2-14 days. This is
more than the overall average noted above. It was interesting to see that the
longer the stay, the less the per day cost. The person who stays 14 days had an
average per day cost of $39.56. The study further noted that "those over 65
are most significantly different in degree (from other age groups), but not so
much in kind." The report stated that after age 30, the average bill charge per
stay Increased with age but at a nearly constantly decreasing rate.
The Twin City hospital study pointed to the fact that older people pay their
hospital bills faster than any other age group. The study, which included 11,029
discharges from the 25 short-term general hospitals, was a 5-percent probability
sample. "Grandma and grandpa-at whatever age 50 and above you choose-are the lowest nonpayers of their bills in both percentage by number and percentage by amount," the reports stated.
The age group of 20 to 29 accounted for the largest group of persons who did
not pay their hospital bills. Over 6.71 percent of old billed charges from this
group remained unpaid at least 6 months after discharge. In addition, their
average bill is one of the lowest for any age group.
The Hennepin County Community Council's 1963 survey revealed that In a
60-day period, 17 percent of new admissions for all clinic services at the Minneapolis General Hospital were for persons 65 years and over. This would indicate that over 80 percent of the charity and emergency cases in Hennepin County
involve younger persons.
All these studies show clearly that senior citizens in Minnesota can and do pay
their hospital bills. Two of the studies indicate that younger couples seem to
have a more difficult time paying these bills. Yet under the social security
method to finance health care, the Government will tax the young couple and
provide "free" health service to the aged. It is obvious that most older people
do have the means to care for themselves and they want to do so.
Comparing the Minnesota medical assistance law with, the King-Anderson bill,
one of the 8ugge8ted methods of finanwing health care utuler social security
1. Who would be covered?-Under the Minnesota medical assistance to the
aged program, 140,800 persons over 65 will receive comprehensive health services. The King-Anderson bill will provide institutional health benefits to 370,000
or nearly all of Minnesota's aged.
2. What benefits would the people reccive?-We have already noted that benefits under the Minnesota medical assistance to the aged program would be comprehensive. As the committee knows the King-Anderson benefits would constitute partial Institutional care, plus some home health services and outpatient
diagnostic services.
In other words, after a small deductible. the King-Anderson benefits provide
for the first 45, 90, or 180 days of hospital care in a benefit period. What happens to the patient who has an acute condition and uses -up the 45, 90, or 180,
days? If he doesn't have the money to pay for the health care, be must seek
public relief.
The Minnesota medical assistance to the aged plan asks the recipient to pay
the first $200 of health care In any 12-month period if he has it and after that,.
all remaining health care Is paid in full. If he does not have the $200, he can
still have full health care coverage. This Is set up as a "catastrophic" plan,
because this is the type of health care insurance the aged need. Unless indigent
most persons over 65 can pay the first $200, but many cannot pay the next $200,
$400, or $600 for their care.
The Hennepin County study showed that "Persons over 65 can expect an
incidence of illness of 1.6 acute conditions per person per year, as compared
with an Incidence of 2.2 acute conditions per person per year among people
25 to 44. In the area of chronic or long-term illness, however, only 22 percent
of those over 65 are entirely free from chr-onic health conditions, as compared

Z516

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

'with 59 percent of the total population under Mi5in the United States." This
,again points up the need for long-term protection for the aged, not merely 45
days or 90 days of hospital care.
The Iennepin County study also ' revealed the fact that persons over 65 do
not get proper dental care. According to this report, "studies (in Kansas and
several other States) show that 15 percent require no treatment, 25 percent are
not treatable, and 60 percent are treatable and in need of dental care. Ninety
percent of those who are treatable have pyorrhea. One out of three need
dentures. A total of 67 percent of those over 75 have no natural teeth."
The King-Anderson bill does not help persons over 65 to secure dental care.
On the other hand, the Minnesota medical assistance plan provides complete
dental care after the $200 deductible for all health care. Silence we must point
out that the Minnesota assistance to the aged bill will do the best job in caring
for the health needs of the people over 65.
3. 18 it necessary to provide some health care to all the aged in Minnesota?We noted( earlier that only 5 percent of the Minnesota aged stated they needed
health care and did not have it because they could not. pay for i. We also noted
that 49 percent of the people said they had enough money on which to live
comfortably an(d over 50 percent had $10,000 net worth or more. The people of
Minnesota are already providing complete health care to 38 percent of the aged
liopulation. We know that another 21 percent are covered by Blue Cross and
Blue Shield, and that more than 50 percent of the aged in Minnesota can afford
to buy health Insurance because they have done so. rhe doctors of Minnesota
feel that most of Minnesota's aged population can afford to buy Insurance or
they have already bought insurance and can use it to pay for their health care.
It has been pointed out earlier and should be pointed out again, that most senior
citizens Avant to be independent, they want to choose their own doctor, their own
hospital, their own nursing home, and they want to pay their own bills.
4. What Government controls are placed on the doctor under both plansUnder the King-Anderson bill, the Secretary of Health, Education, and Welfare
or his assistants, hitting In Washington, D.C., or at regional offices, will administer the plan. In many cases they will not know the differences that exist
in health care practices from county to county and State to State.
The individual doctor will be in constant jeopardy because the hospital
utilization committee can force him to move his patient whether or not he feels
it is in the best Interest of the patient. If the hospital in which the doctor
practices does not sign an agreement with the Government, the doctor cannot
take his aged l)atients to that hospital unless the patient abrogates his right
for "free" care in order to choose his own physician. The doctor cannot prescribe a new drug and have It paid for unless it is found in one of the four drug
encyclopedias or approved by the local drug committee.
. Because of the amount of Government Interference, the Intimate relationship
of doctor and patient could completely disanpear.
The Minnesota medical assistance to the aged plan is administered by the
county welfare departments. Each patient is free to choose any doctor, hospital,
or nursing home. The physicians, through the medical society, have agreed
to service the Minnesota plan at Blue Shield plan A rates. Each local medical
society has established a committee to review any questionable charges for the
local welfare department, and the physicians have agreed to this procedure. The
same type of structure has been established for the dentists and pharmacists,
but hospitals and nursing homes receive full payment for their services. The
doctor Is free to treat the patient without Government Interference.
5. Where will we find the personnel to care for all of the people who are sure
to take advantage of "free care"?-Oneof the problems that would confront this
country immediately If 17 million persons over 65 demanded their "right" for
"free" health care would involve lack of the personnel to care for them. The
Hennepin County study noted that, "A shortage of professionally trained people
in the medical and paramedical fields, including social services and research, still
remains as bottlenecks for the development of expanding health services in
Minnesota and In flennephi County." The Minnesota Commission on Patient
Care, an organization concerned with the lack of qualified professional health
personnel, made a survey of the problem in 1960. According to the commission,
the results of this study were as follows: "(The number following the listings
by fields represents the professional persons that could be Immediately employed
If qualified and available.)
Nurse anestlhetists, 40; dietitians, 37; trained
medical record librarians, 28; medical technicians, 119 registered and 57 trained
laboratory assistant,;; physical therapists, 55. ThIs shortage of professional
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persons iII these positions cut down the capacities of respective hospitals and

nursing homes In extending care to the aged and the chronically Ill." The study

did not cover the physician; medical social workers; registered, licensed; practical, and public health nurses.
6. What are the c08t8 of the two plantsf-In Minnesota we provide complete
health care to 140,800 persons over 65. About 43,000 are old age assistance
recipients and the rest come under the Minnesota medical assistance to the aged
plan. Hence, 98,700 new persons can now receive complete health care over and
above those on OAA. The additional cost for providing complete care for 98,700
aged Minnesotans under the MAA plan would be estimated at $13,700,000 a year.
Of this amount, Minnesotans will pay about $2 million a year, plus Minnesota's
percentage of the $11.7 million which will come from Federal funds. One-fiftieth
of $11.7 million is $234,000. We realize that $234,000 is only an estimate, but it Is
safe to predict that the total cost would be about $2,234,000 a year in new taxes.
On the other hand, we know that the people of Minnesota will pay at least
$19,180,000 in additional social security taxes each year for 'the King-Anderson
bill. In 1902, 1.4 million people in Minnesota paid social security taxes. The
average annual wage on which the social security tax was levied was $2,74l0. To
finance the King-Anderson plan, social security taxes would be raised one-fourth
of 1 percent on the employer and one-fourth of 1 percent on the employee or onehalf of 1 percent overall. One-half of 1 percent of $2,740 Is $13.70, the average
tax increase per Individual. Multiply this figure by the 1.4 million who pay this
average tax increase, and $19,180,000 Is what Minnesotans will pay to the Fcderal
Government for partial institutional care for all persons over 65, whether or not
they can pay for their own care. It should also be noted that the Federal Governnient, in so doing, is taking another $19.18 million out of Minnesota's disposable
lnconie.

Heiice, In Minnesota we can give complete care to 98,700 persons who may need
health care for $2,234,000, and continue to provide complete care to OAA recipients
which number 43,000 persons, or we can give partial health services to 370,000
people, many of whom can pay for their own health care for $19,180,000 under the
King-Anderson plan.
No need.-In view of the factual material presented In this testimony, It is
abundantly clear that there is no need for the King-Anderson program In Minnesota. The physicians, with the help of God, have created the problem of care
for the aged; and the physicians working with others, but without the help of the
King-Anderson-type legislation, will solve the problem. We feel that all persons.
in Minnesota over 65 have the finest health care available, and they will not need
to be impoverished to get such care. The doctors in our State feel that this is the
way it should be. Older people should not be made class 1,class 2, or class 3 citizens. They should be able to keep some resources, and yet when they need health
care, they should be able to get all of the care they need. All studies point to the
fact that those who can afford health Insurance are buying It. Nearly everybody
wants to be self sufficient. They do not want the Government deciding whether
or not they have stayed In the hospital too long. The fact is, our programs are so
good in Minnesota that we do not want the Federal Government to come In and
take more of our tax dollars to give us less service than we now receive.
Physilianscontinue to 8trive for outstanuling health care for the aged
We are all proud of the health services, available to the aged In Minnesota, but
we physicians will nevertheless continue to lend our energies toward making the
United States a healthy place for all the aged. We pledge our dedication to the
following program:
1. The Minnesota State Medical Association's statewide advisory committee
will cooperate fully with the Minnesota Department of Welfare to perfect the
MAA plan and to strengthen the State's unlimited medical care program for OAA
recipients.
2. The physician members on the Governor's citizens council on aging will continue their work on behalf of the aged. Physicians have been participating in
many of the local community councils this past year. They will continue to share
in this project as well as to cooperate at State and regional meetings.
3. As noted earlier, many senile patients have been released from State hospitals and returned to nursing homes when new beds were made available. We will
help In furthering this project.
4. For years now, our association has been actively engaged in recruiting men
for medicine, as well as helping the allied professions find people for their own
Paramedical fields. The shortage of professional personnel is one of the greatest
Problems facing those who are responsible for health care of the aged and others

58

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

who are ill, as well. Physicians talk regularly to many high school students at
career festivals and elsewhere, urging them to consider the health careers. Tc
encourage students who are Interested in medicine as a career, we offer scholarships and long- and short-term loans.
5. We have set up a joint labor, management, hospital, and physician commit.
tee to try to control the cost of medical care plans. Also we have adopted and
published a relative value study which has been made available to insurance companies, as well as the doctors in Minnesota.
0. Physicians who serve on the association's committees such as cancer, diabetes,
heart diseases, etc., continue to devote their time and research to helping the
aged.
7. We are proud of our record of improving the health facilities in our State.
In the last few months, the Hill-Burton advisory committee which Is largely
staffed by association personnel has approved funds for another metropolitan
hospital for Minneapolis. During the past 2 years, we have reached 93 percent
,of the ideal number of first-rate general hospital beds in our State.
SUMMARY
The truth Is, as we have noted before, that we physicians helped to create the
problems of the aged, and we feel we can help to eliminate them. Our sole
interest lies in helping our aged patients to receive the best possible medical
care.
We firmly believe that the numerous controls placed on the physician, the contracts that must be signed by the hospitals, the qualifications that nursing homes
have to meet, the limited benefits of the program, and the fact that the KingAnderson-type legislation is not flexible enough for the needs of the aged, will
all work to the detriment of our patients, our own mothers and fathers, and
our grandparents.
We are confident that we will have no problems in Minnesota. All of our
aged are able to pay their health care bills through use of the MAA program,
their private resources, or by the private insurance companies. We know that
this is the way people want it. Elderly people are not looking for "something
for nothing." They have said it time and time again. They want to pay for
their care if they can. If they cannot pay, then we fit Minnesota feel that complote care must be provided for them, for as long as they need it. No one will
ever again be forced into indigency because of health care bills in our State.
The State of Minnesota has taken care of this responsibility to our aged
population.
When a patient is sick, he sees a doctor. The doctor gives the patient a
complete physical examination. Sometimes X-rays are taken, or sometimes he is
subjected to special tests. Then the doctor collects the results, analyzes them,
and then decides what he should do to help the patient. This is exactly what we
have done with respect to the problem of health care for the aging. In the course
of the last I years, we have analyzed the problem and arrived at a solution.
The doctor does not perform a surgical operation when It is not necessary.
We feel that the Government should not pass any type of health care legislation,
which is tied to social security, when it is not necessary either.
Two years ago, in our testimony to the House Ways and Means Committee, we
pointed out that modern rehabilitation of the disabled and the aged called for
self-help and self-discipline programs. These programs were set up to help the
disabled or aged person to regain his self confidence, to learn to work again,
talk again, and to maintain his own independence and self regard.
The same principles applies to health programs. The aged do not want to be
given health care for nothing. If possible, they want to help themselves. Our
program in Minnesota does not help the aged person to help himself. We feel
that this type of program must be fostered and that the King-Anderson approach
is unnecessary. We continue to be unalterably opposed to any method ot
financing health care which is tied to the social security program, and we will
use all of our resources to develop our Minnesota plan for giving full assistance
to those who need help, and for helping all other to help themselves.

TESTIMONY ON THE KING-ANDERSON BILL FOR THE SENATE FINANCE COMMITTEE

BY THV MEDICAL SOCIETY or VIRGINIA
The Medical Society of Virginia, with 3,200 members, is the largest and most
representative medical society in the State. It is one of the oldest medical

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

519

societies in the Nation-having been founded in 1820. While it has grown
with Virginia and the Nation, its purposes have remained unchanged over the
years; namely, the promotion of the science and art of medicine, protection of
public health, and the betterment of the medical profession.
While the Medical Society of Virginia is essentially a physicians' organization,
it has established a long and enviable record of public service. It has made its
voice heard in the areas .of medical service, voluntary health insurance for all
age groups, public health and welfare, medical education, mental health, and
so on down the line.
As far as services to its members are concerned, it has provided active leadership in matters pertaining to postgraduate education, State and national legislation, public relations, mediation, professional liability and other insurance
programs, ethics, etc.
Concern for the health care of our aging population Is certainly nothing new
for the Medical Society of Virginia. As a matter of fact, the society played a
leading role in obtaining the enactment of legislation which established Virginia's State-local hospitalization program in 1946. This program is still unique
in that it assists the State's medically Indigent to obtain hospital and medical
care without turning to the Federal Government. The program is a cooperative one-stressing 'and placing responsibility where it truly belongs-at the
local and State levels. The program assists the needy sick of all ages-not Just
those over 65. Virginia, and the Medical Society of Virginia concurs, believes
that the needy young must be helped Just as much as the needy aged. Illness
and adversity know no special targets. Regardless of the fact that our Statelocal hospitalization program has operated with little, if any, fanfare or publicity, its splendid record is available for all to see.
The Medical Society of Virginia took a strong stand in support of the KerrMills law in 1960 and feels that its faith in that legislation has been more than
justified. Virginia has participated in the old-age assistance (OAA) portion
of the law since its inception, and implemented the medical assistance to the
aged (MAA) portion on January 1, 1964. The delay in implementing the MAA
portion of Kerr-Mills can readily be explained by the fact that Virginia's General Assembly meets every 2 years and it was not possible to enact enabling
legislation until the 1962 session. It is to the credit of Virginia's lawmakers
that, even in a period of unusually heavy budgetary demands and problems, they
made available those State funds necessary for a first-rate program. Tie State
appropriation is based upon an estimated need of $3% million per year.
In 1959, The House of Delegates of the Medical Society of Virginia called upon
Virginia physicians to continue their policy of providing medical service regardless
of ability to pay, and; especially in the aged group, to recognize the importance of
providing services at the lowest possible cost. The House alsu, asked all carriers
to develop and bring forth new plans designed especially for those over 65. Members were requested to accept reduced fees under any such special plans offered by
Blue Cross-Blue Shield and the commercial companies.
As the result of that request, the Virginia Hospital Service Association (Blue
Cross) and Virginia Medical Service Association (Blue Shield) developed special
senior citizen contracts. These contracts, now available at any time during the
year to our older citizens, have been found most attractive-over 1,000 already
issued. It is also good to note that commercial insurance companies are writing
special contracts for the older age group, and an industrywide "over 65" plan is
now a reality. The plan is similar to those developed in Connecticut and elsewhere.
One of the society's most active committees has been that concerned with the
aging and chronically ill. It was through this committee that the society, in 1960,
took the lead in organizing the Virginia Joint Council to Improve the Health Care
of the Aged. This council welds the Medical Society of Virginia, Virginia Dental
Association, Virginia Hospital Association, and Virginia Nursing Home Association into a coordinated unit-working to find the answers to mutual problems.
Virginia physicians are greatly concerned over the conflicting estimates of
what a health care program financed through the social security mechanism would
cost. T'he administration has placed first year cost at $1.1 billion. This figure,
according to insurance actuaries, is much too low. There are many who predict
that the cost would be at least twice that much. They also say that by 1983,
the cost will be $5.4 billion-an increase of more than 500 percent.
Should these dire predictions be true, then it would appear that our social
security system is In serious danger of being completely swamped.
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It is difficult to say Just how Virginia's already overburdened taxpayers would
stand up under such increased loads. Should King-Anderson legislation be enacted, an additional 15 to 17 million social security tax dollars would be taken
from our Virginia taxpayers and mandatorily assigned to a specific area of
governmental activity.
In summation then, the Medical Society of Virginip is unalterably opposed
to the King-Anderson bill, and clings strongly to the principle that the finest
health care available should be provided those who need help, but no bureaucratic
program of unpredictable cost should be established for those who are perfectly
able and willing to take care of their needs.
(From the Virginia Council on Health and Medical Care--Special Report No. 8,
October 1903]
THE STATE-LOCAL HOSPITALIZATION PROGRAM
What it is.
When it developed.
Why it developed.
What it does-Who is helped.
Who I)articipates in it.
Administrative problems.
Why it needs expanding.
Some facts and figures.
Why it is important to all Virginians.
What is the SLH program?
The State-local hospitalization p:fogram is a statewide plan to provide inpatient hospital care and treatment for medically indigent residents of Virginia.
Funds appropriated by the general assembly are made available to match local
money on a 50-50 basis, as long as funds appropriated by the State last.
The SLII program is administereJ locally under limited State supervision. It
is based on a law which permits counties and cities to decide the extent of their
participation. It is a local option law. All counties except two, Amelia and Powhatan, and all cities except one, Hopewell, participate in the SLII program.
Almost all counties amid cities have participated in the program since it started.
Each locality determines who is eligible for hospitalization at public expense
on the basis of its own definition of "indigency" and "medical Indigency."
Local responsibility for operating the SLH program rests with governing
body which can designate any person or agency to administer it as their authorizing agent.
The choice of hospitals to be used by a locality is left up to the locality. It
negotiates an agreement with hospitals for care on the basis of an all-inclusive
per diem rate. The law requires that the State department of welfare and institutions give its final approval to these agreements.
No Federal funds are involved in the SLH program.
When was the SL!I program developed?
The general assembly established the State-local hospitalization program in
1946. This came following a study made by a commission set up by Joint Resolution No. 8 at the special session of the general assembly in 1945. The commission
was created "* * * to make a thorough study of the facilities now offered by
the State of Virginia for the hospitalization of indigent people. It shall give
careful consideration to the amounts now being appropriated to time hospitals of
the University of Virginia and the Medical College of Virginia for the care of
indigent patients, and determine If more efficient service could be rendered by
making available to the political subdivisions of the State a sum sufficient to care
for their indigent citizens."
Why did the SLtI program develop?
Some findings of the legislative commission:
1. There was no coordinated plan in the Commonwealth for ,
hospitalization of medically indigent persons.
2. With rising hospital costs, persons of modest means were either being denied
needed hospitalization or hospitals which accepted these persons as patients were
facing serious financial losses with the possibility of their closing.
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3. A large number of people needed hospitalization but were financially unable to provide it for themselves.
4. Providing adequate hospital care for medically indigent persons is the joint
responsibility of the State and localities.
5. Hospital facilities which were available wei'e not evenly distributed or
equally accessible to all counties and cities.
6. No State agency was charged with the responsibility or had the authority
to provide hospitalization for the Indigent.
7. Eligibility and admission requirements to hospitals were not uniform. It
was found difficult to have an Indigent person admitted to a hospital, "* * * and
frequently patients are sent a long distance to a hospital only to find that they
cannot be admitted."
8. There was a great difference In the ability and willingness of local governing bodies to provide hospitalization for those unable to do so for themselves.
9. There was no uniform rate paid to hospitals by localities for their medically
Indigent.
These and other facts pointed clearly to the need for a uniform law for the
hospitalization of medically indigent persons, a law which would be made available, on a local option basis, to all counties and cities.
What does the SLII programdo--vho 18 helped?
The State-local hospitalization program makes hospital care possible to those
of limited Income who otherwise might not be able to obtain it. Persons who
are certified as eligible to have their hospitalization paid for from public funds
are admitted as ward patients. Whatever medical or surgical care is needed for
SLH patients is provided without charge by physicians and surgeons who are
members of the medical staff of the hospital.
By reimbursing hospitals for care of the indigent, the SLH program Is helping
hospitals meet the staggering financial burden of caring for these persons, so
that the cost of this care is not passed on to the private patients.
The SLH program is helping to protect and maintain the health of the citizens
of the Commonwealth by encouraging and assisting counties and cities to take
care of those of their citizens who require hospitalization, but are not able to
assume this responsibility themselves. It is also helping to provide financial
stability for Virginia hospitals.
The SLH program is a factor in keeping people off welfare rolls by making
hospitalization available to them for corrective procedures. This restores many
workers to gainful employment as taxpaying citizens.
Wh o participatesin the SLH program?
Over 130 general hospitals in Virginia and bordering States participate in the
State-local hospitalization program. Counties and cities may negotiate contracts
with any general hospital that Is willing to accept medically indigent patients in
accordance with the provisions of the law. These agreements are negotiated
between localities and hospitals on the basis of a fiat, all-inclusive, per diem cost.
Of the 97 counties, 95 participate in the SLH program. Of the 32 cities, 31
participate.
As of July 1, 1963, a maximum per diem rate of $27.32, excluding depreciation,
was established to reimburse hospitals. In most instances this Is "acceptable"
to hospitals, but in many cases It does not cover the hospitals' operating expenses
which averaged $29.36 per patient-day in 1962.
Administrative problems in the RLH program
The law under which the State-local hospitalization program was established
is one of the most progressive pieces of legislation of its kind anywhere. However, there are some problems which handicap the program, and which hinder it
from functioning as effectively as it should. The following are some of the
problems.
1. A lack of local matching money provided by some areas.
2. Insufficient State matching money.
3. Poor communicating between authorizing agents and hospitals.
4. Local policies which exclude certain types of cases.
5. A lack of uniformity in Interpreting the SLH law.
0. A lack of uniform criteria for eligibility.
7.Difficulty in verifying eligibility-socioeconomic Information.
8. Unwillingness on the part of some local governing bodies to recognize their
responsibilities as they relate to their indigent residents and the SLH program.
36-453-64---34
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Why must the SLH program be expandedF
There is still a wide gap between the cost of care borne by the hospitals and
the amount they receive as reimbursement. During 1962 it is estimated that
Virginia hospitals lost a total of $10 million taking care of indigent persons for
which they were not paid.
When State or local funds are exhausted before the end of a fiscal period,
hospitals frequently must admit emergency patients for which they will not be
paid. This leaves hospitals no recourse but to pass some of this cost along to
private patients.
Before the close of the fiscal period ending June 30, 19063, 42 counties and 23
cities used all or had exceeded their 50-50 matching money.
During the fiscal year which ended June 30, 19(, the State was only able to
match $966,000 of its 50-percent share of $1,226,450. In other words, the State
appropriation should have been $260,450 more to have fully matched the eligible
local expenditures.
A growing population requires that the SLH program be expanded through the
appropriation of more State and local matching money in order to keep pace with
the growth and development of Virginia.
If Virginia is to meet the needs of its medically indigent persons, and help keep
its general hospitals from financial disaster, more matching money, both from
State and local sources, must be made available.
Some facts andflgure8 on SLH
During the 17 years of the SLH program, over 170,000 medically indigent Virg'xia citizens have been provided with care and treatment in over 200 general
hospitals throughout the Commonwealth and bordering States at a total cost of
$27 million. Of this amount the State has appropriated $11,700,000 and localities
$15,300,000.
Physicians have given of their time, knowledge, and skills to perform 55,000
surgical operations, have cared for 90,000 medical, 16,000 obstetrical, and 9,000
diagnostic cases. It is estimated that the collective value of these services donated by physicians totals at least $17 million.
During the fiscal year ended June 30, 1963, 10,923 persons were hospitalized
under the SLI-I program costing a total of $2,699,661. During the same period
Virginia hospitals lost approximately $10 million absorbing the cost of caring for
the medically indigent for which they were not paid.
Why the SLI programis important to all Virginians
Adequate payments for indigent hospitalization are essential to guarantee high
standards and good quality of care for all citizens in hospitals throughout Virginia. The SLH program is important to the survival of general hospitals in
every part of the State. Without the SLIt program the cost of hospitalizing the
medically indigent could place hospital care beyond the reach of the average
citizen.
If Virginia falls to meet its obligation to its indigent citizens through a sound,
locally administered program which has the enthusiastic support of the Medical
Society of Virginia, the State department of welfare and institutions, the Virginia Council on Health and Medical Care, the Virginia Hospital Association,
and many other groups, then Virginia leaves the door open for a flood of federally
financed, federally administered, and federally controlled programs, foreign to its
own philosophy of States rights and free enterprise.
NoT.-'his special report No. 3 was financed Jointly by the Medical Society of Virginia
and the Virginia Hospital Association, and was prepared by the Virginia Council on
Health and Medical Care. Thanks are due John L. Bruner chief, bureau of hospitalization and homes for adults State department of welfare and institutions, who compiled
much of the material from which this report was written.

STATEMENT OF THE ILLINOIS STATE "MEDICAL SOCIETY REGARDING TIE ADMINISTiRATION'S PROI'OSAL INVOLVING IIEDICAL-HOSPITAL CARE FOR TIE ELDERLY

The Illinois State Medical Society, founded more than 125 years ago, is coiprised of over 10,000 physician members. Its main purposes are to promote
the science and art of medicine; to elevate the standards of medical education;
and to protect the public health. In its effort to maintain the highest standards
and quality of medical care this country has ever known, the Illinois State
Medical Society opposes medical care coverage under social security now being
discussed before your committee.
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Such legislation would result in poorer and less satisfactory health care.
Specifically, it represents the beginning of socialized medicine; it would provide
medical care to an entire segment of the population regardless of need; its
compulsory features would augment the coercive power and influence of the
Government over private citizens; it violates the basic concept of OASI by
providing services rather than cash benefits; and regulations affecting the
quantity and quality of service rendered would be determined in Washington.
A centralized Federal program of financing medical care under social security
is unnecessary. Existing voluntary and local governmental programs are meeting the need.
POLICY ON

CARE OF THE AGING

The Illinois State Medical Society has demonstrated its concern for the
health care of the aging by conducting a very active program on the aging. The
society has maintained an active committee on aging for many years. Our
activities, interest, and concern are largely summarized in the 12-point policy
statement issued January 1961 appended to this report.
In it, the society reaffirms its position that no patient, aged or otherwise, need
go without medical services because of inability to pay. Further, that it is
striving to improve medical and related facilities and services for the aging
through various means of communication.
The latest developments of the society's public information program include
television, newspaper, and radio series pertaining, to health care, which are
informative not only to the public in general. bit to the aging In particular.
In cooperation with the Illinois Department of Public Health, the society
coordinated the emergency medical sclf-selp training course which was televised
each week and had over 10,000 individuals enrolled of the estimated 200,000
viewers.
Our monthly scientific medical journal has contained articles on such vital
topics as "Kerr-Mills I i Illinois" and health Insurance plans for the over 65.
The society has been highly commended by governmental and private agencies
for its postgraduate programs on the rehabilitation of the stroke patient carried
out under the direction of the society's committee on aging. Demand for the
program was so great, the society produced a film entitled, "Stroke-Early
Restorative Measures in Your Hospital" in cooperation with the department of
public health. Copies have been purchased by government agencies, scientific
organizations, medical libraries, departments of public health, and hospitals.
COMMUNITY

IEALTII ACTIVITIES

The society works with numerous community groups in developing services and
facilities on behalf of the aging population. Many community groups in the
State have stepped up their activities in the health and hospital fields, particularly
with respect to the aging. One specific example is a project at Hopedale, Ill.,
involving a residence for elderly people, known as Hopedale House. This has
been added to the Iopedale complex of medical facilities formerly consisting of
a hospital and nursing home. The project was financed on a voluntary basis
through the sale of bonds to resi(lents of Iopedale and nearby communities.
This is an excellent example of what can tbe done for the aging without tax
support.
There also are seveR organized home care-programs in, Illinois. Three of the
four programs in Cook County and one of the three downstate programs are
operated by nonprofit community hospitals. Two of the downstate programs
are operated by nonprofit groups through voluntary community financing. These
programs enable many of the aged to receive needed medical services in their
homes without expensive bureaucratic organization and without the need for
hospitalization. The Illinois State Medical Society's Committee on Aging continues to encourage and sponsor the development of more organized home care
programs. Such voluntary community effort would be impeded by the Government's willingness to institutionalize patients under arbitrary rules and regulations promulgated in Washington, without regard for patient requirements and
community needs.
Countywide home nursing service has been jointly developed by the local
health department and the Visiting Nurses' Association in three Illinois areas.
These efforts are good examples of how voluntary effort can be supplemented by
local government to provide health services when the local community cannot
do the whole job. Visiting nurses' services are available in many counties in
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Illinois and are, financed by voluntary effort. In most cases this is done through
the United Fund. Cooperative action of this sort, at tremendous tax savings to
individuals, is possible under a voluntary system as we know it today.
Incentive to continue and expand Fuch activities would be reduced, if not
destroyed, to the detriment of the public if Government medicine came into
existence through the enactment of pending legislation.
SUPPORT HEALTH INSURANCE

FOR AGING

We continue to work actively with the private health insurance industry to
improve coverage in all possible ways for those over 05.
A special medical plan for the aged wns developed by Illinois Blue Shield in
1959. The Blue Shield "Over 65 Plan" was broadened and remarketed in October 19062. Memcisliip rose to a new high. The addition of new subscribers
now gives Blue Shield in Illinois a total membership of 225,000 aged individuals.
The fact that over 7,000 Illinois physicians have signed the Blue Shield participating physician's agreement to accept reduced fees as payment in full for
services rendered to beneficiaries, once again indicates that our system of voluntary health care is responding with vigor to meet ts., needs of the over 65.
The health insurance industry, supported by organIzed medicine, has shown
remarkable progress particularly in covering those over 65 who need and want
such coverage. In fact, the proportion of the aged in this country with health
insurance has more than doubled since 1952. In terms of absolute numbers,
the 26 percent insured in 1952 represented only slightly over 3 million individuals whereas more than 10 million or 60 percent of the over 05 are covered
today.
STATUS

OF ILLINOIS AGING

The University of Illinois, in 1901, conducted a survey of the aged in Decatur.
The results indicated that 68 percent of the over 65 had health insurance. Of
those not covered, 13 percent indicated that they did not want to be. And
96 percent reported no unmet physicians' needs due to financial reasons.
Of the 995,000 Individuals in Illinois over 05, it is estimated that 225,000 are
employed or are the wives of employed persons; an estimated 100,000 receive
veterans' and other types of Government pensions such as railroad retirement or,
civil service; 109,000 are estimated to be receiving private pensions or annuities :
and 50 percent are estimated to have some income from assets in the form of
interest dividends and rent. Estimates are based on official U.S. Government
data. About 558,000 are recipients of OASI; 02,000-only 6.3 percent-receive
old-age assistance beneflts-a percentage significantly below the national average
of 12.9 percent. The University of Illinois study of senior citizens indicated
their median income to be about $4,000 per year; the 1960 census indicated their
income to be over $3,700-more than a twofold increase since the 1950 census.
Approximately 12,000 older citizens in Illinois are inmates of the 12 Illinois.
mental institutions; others are inmates of prisons and State and Fedoral institutions where they receive their medical care from the government. An undetermined number receive medical care from the Veterans' Administration medical
care programs for retired military personnel and their dependents; i;ome are in
homes for the aged financed by religious organizations, fraternal orders, and
other groups where medical care is provided.
These data support the position that a large percentage of the aged in Illinois.
are able to provide for their medical care and that their economic position points
to a constantly improving situation. Yet, the pending legislation postulates a,
future where all changes in the economic status of the aged are adverse.
Such legislation, If enacted, would result in needless waste and inhibit the
future progress of voluntary organizations operating in a free society. Furthermore, such legislation would make medical care available to all over 65 as a
matter of "right" resulting in less care for those in need than it otherwise would
be. With high levels of taxation it is not possible to combine more benefits for
those in need with the principle of equal benefits for all. Public aid programs
in Illinois, available to qualified applicants, are designed to help those in actual
need.
PROVISIONS OF KERR-MILLS PROGRAM

Since August 1, 19061, qualified applicants have received hospital services without limitations on length of stay, including all inpatient hospital services and
drugs without limitation; physicians' services while hospitalized (except in
Cook County where such services are available to needy patients at no charge in
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the Cook County Hospital) ; and physicians' home and office calls for a 30-day
recovery period following hospitalization. Single persons 65 years of age or over
with annual incomes of $1,800 or less, and couples with $2,400 or less, may
qualify for payment if they possess not more than a like amount of liquid or
marketable assets. The homestead and contiguous real estate, regardless of
value, and limited life insurance are exempt from these calculations.
ABOUT 10,000 INDIVIDUALS

BENEFITED

During the first 24 months of operation about 10,000 persons over 65 have
received care under the Kerr-Mills program with payments for individual patients
ranging from a low of $4 to a high of $5,200. Of the initial $20 million appropriation for the Kerr-Mills program for the biennium ending June 30, 19063,
Just under $6 million had been pail out.
To provide for a sharing of responsibility, the original Kerr-Mills law In
Illinois required the recipient to pay an amount equal to 10 percent of his Income
toward his medical bill. Kerr-Mills medical assistance covered the balance for
qualified recipients.
At our request the 1903 State legislature, by amendment, changed the provision
for deducting 10 percent of income in establishing eligibility, to deducting a portion of income or assets in accordance with standards prescribed by the Illinois
Department of Public Aid. This has now been liberalized to where the first
$1,200 of Income is exempt for qualified individuals and the first $1,800 is exempt
from contribution for married couples. The amendment also changed the amount
of life insurance exempted as a resource from $1,000 face value to "life insurance
having a cash value of $1,000 or less."
BENEFITS ADDE), IMPROVED SPIRIT OF COOPERATION

At the conclusion of 23 months' experience with Kerr-Mills in Illinois during
the 1931-63 biennium, steps were taken to evaluate the program. Numerous joint
meetings were held with the department of public aid to consider expansion of
the benefits offered to recipients under the program within financial limits.
We are particularly happy that the Kerr-Mills program has been extended to
provide for the cost of drugs during visits within the 30 days' posthospitalization.
In addition, the extended program includes up to 90 (lays' posthospitalization
nursing home care including physicians' services and drugs connected with such
care; or up to 90 days' rehabilitation nursing home care also including physicians' services and drugs.
Since the Kerr-Mills program was first Implemented in Illinois, administrative changes within the department of public aid have led to a greatly improved
spirit of cooperation between its administrators and the purveyors of medical
services. A firm feeling now exists that all medically needy aged citizens in
Illinois can be cared for adequately under this program. This rapport has been
developed with the cooperation of the Governor of Illinois and his staff.
OTHER WELFARE PROGRAMS

In addition to Kerr-Mills, Illinois pays for comprehensive medical care for the
indigent of all ages and not for just those over 65. This program, referred to as
aid to the medically indigent (AMI), is operated at the township level and Is
financed through funds from general assistance in the State without financial
assistance or controls from the Federal Government. The AMI program may
finance services for the Indigent aged that are not presently provided by KerrMills, thereby dovetailing the two programs.
We also have Cook County Hospital, where patients may receive care who
are unable to pay for it. Old-age assistance recipients discharged in 19062 received a total of 51,052 days' care in Cook County Hospital.
The Illinois State Medical Society actively cooperates with the Illinois Department of Public Aid In the operation of all medical programs by providing
active advisory committees to the medical division at the State and county
levels. These committees meet regularly to recommend standards of quality,
quantity, and cost of the various programs.
The existing public programs provide medical care to those over 65 as well as
those under, 65 who need and want it. They are administered locally and are
economical. The programs that we have in existence will maintain rather than
discourage high-quality medical care and can be expanded, as we have experienced with Kerr-Mills, to meet the need when the need is Indicated.
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One of the fundamental issues of providing medical care to the over-65 age
group is whether the supply of that care should be based on the principle of
individual choice or be made the subject of collective provision; whether the
providers of medical care to this group should charge for their services; or
whether medical services should be supplied free with costs being met from
social security taxes and the quantity of services being regulated by Federal
administrative decision.
The issues cannot be decided upon technical grounds; they lie beyond economics and are based on one's beliefs of what constitutes a good society. The
Illinois State Medical Society takes the position that the provision of medical
care rests firmly on individual financial responsibility, then on local private
resources to which have been added health care programs designed to meet the
specific need financed by local government, State government, and finally, as a
last resort, by the Federal Government. In keeping with the principles of providing for those in medical need, the Kerr-Mills program is designed to finance
the cost of health care for that segment of our population not on public assistance
and who fall within certain need criteria.
We favor the Illinois Kerr-Mills law as a way of helping those who need help.
and voluntary health insurance and prepayment plans for those who can afford
them. Our society reaffirms its position that no patient, aged or otherwise,
need go without medical services because of inability to pay.
In the interest of the general welfare, and the promulgation of programs sponsored by the Illinois State Medical Society and other voluntary groups, as well
as for other reasons included in our statement, we strongly oppose medical care
cogtq being met from social security taxes and care being made available to all
as a matter of right.
We have set forth the views of the Illinois State Medical Society on financing
medical care for the aged and submit them for your wise deliberations.
APPENDIX
TWELVE-POINT POLICY STATEMENT, ILLINOIS STATE MEDICAL SOCIETY, JANUARY

1961

1. The society is exerting its effort to maintain the older individual as a healthy
participant in the family, civic, economic, and political life of the community.
2. The society feels that the responsibility for financing health care of the
aged rests primarily on the individual, then his family, then voluntary community agencies. Should these be inadequate, the responsibility should rest with
government on an ascending level with Federal participation limited to financial
assistance to the State for locally administered and locally operated programs.
3. The society is taking active leadership in the development of prepayment
and insurance plans for the aged in low-income groups.
4. The society reaffirms its position that no patient, aged or otherwise, need go
without medical services because of inability to pay.
5. The society supports the extension of governmental programs for medical
aid to the aged through the Kerr-Mills approach.
6. The society is continuing its efforts to expand skilled personnel training
programs at all levels in the health field.
7. The society is continuing Its efforts to improve medical and related facilities
and services for the aged.
8. The society strongly advocates health maintenance programs.
9. The physicians of Illinois support the development and wider use of restorative and rehabilitative services for all who need them.
10. The society endorses community activities for older people such as may
be found in churches, senior achievement groups, "Golden Age Clubs," and day
centers.
-11. The society strongly supports the extension of research and is cooperating
with organizations in undertaking research on numerous socioeconomic aspects
of aging.
12. The society urges all county medical societies to form special committees
on aging and to take local leadership in the development of specific programs to
improve the care of the aged. Thirty-one county medical societies in Illinois
currently have active committees on aging.
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ILLINOIS STATE MEDICAL SOCIETY,

Ohicago, Ill.
ISMS MEMBERS OPPOSE SOCIAL SEcufRTY COVERAGE
The Illinois State Medical Society has been on record for many years in
opposing mandatory social security coverage of physicians.
Several -polls have been taken on this subject. The most recent poll which
was taken of 10,000 physicians asked the following questions:
1. Axe you now covered by social security?
2. If you are now covered by social security, do you wish to remain so?
3. Are you in favor of compulsory social security coverage for all
physicians?
4. Your age?
Over 6,000 survey forms were xeturned to the State society for tabulation.
Of the 0,132 physicians who responded to the key question (Are you in favor of*
compulsory social security coverage for all physicians?), 54 percent or 3,323
voted their opposition to compulsory social security coverage.

[From the Chicago Tribune]
THE

DOCTORS FAO

SURGERY

When a doctor is about to perform surgery, It is customary whenever possible
to obtain the consent of the patient before wheeling him into the operating room.
This Is so even when the patient is a Member of Congress.
But Congressmen don't seem to feel the same obligation toward doctors. The
House Rules Committee has approved a number of social security changes, one of
which would force the country's 170,000 self-employed doctors under compulsory
social security even though most of them, according to the American Medical
Association, do not wish to be dragooned into the system. A doctor would be
separated from 5.7 percent of the first $5,400 of his annual income. Nearly all
doctors would thus pay the maximum, $307.80 a year (subject, of course, to later
increases by Congress).
In recent years the social security maelstrom has sucked in self-employed
architects, lawyers, and dentists. Medicine is the largest profession not yet
under control.
Doctors have particularly valid reasons for wanting to stay out. A selfemployed doctor can rarely count on retiring at the age of 65, partly because he
probably won't want to retire; partly because his patients won't want him to
retire, and partly because there is a shortage of doctors and his services will be
needed as long as he can provide them. More than half the Nation's doctors,
according to the AMA, don't retire until they are 74 years old or older and
thus would not begin receiving social security benefits until age 72 when the
law permits payments regardless of earnings. Most of them are well able to
care for themselves during their remaining years and to provide for their widows.
The only doctors who have to retire at 65 are those employed by others, such
ss corporations and institutions, and they are covered by social security already.
As long as there is no evidence that most doctors want to be under social
security or that it would benefit them, the administration's proposal must be
regarded as a means of extracting sizable payments from self-employed doctors
in order to subsidize other beneficiaries of social security. The fact that our
so-called old ago "insurance" system is already so full of glaring examples of
trickery is no reason for Congress to add another.
We can think of one more outrageous possibility, and that is that the present
plan is a calculated threat which the administration might be willing to forget if
the medical profession consented to go along with an even more ominous extension of social security. That is the Kennedy-Johnson plan to extend the system
to cover medical care for the elderly. Any such step would be nothing less than
blackmail.
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STATEMENT OF THE MISSISIPPI STATE :MEDICAL ASSOCIATION,
WITH RESPECT TO H.R. 11865

JACKSON,

MISS.,

Purpose of 8tatemet.-The Mississippi State Medical Association is a scientific
professional society of physicians founded In 1856. It Is a constituent association
of the American Medical Association and the authoritative voice of the medical
profession in Mississippi. The association is grateful for the opportunity of
presenting its views to the Senate Committee on Finance with respect to one
portion of I.R. 11865, Social Security Amendments of 1964. Although the association has formally stated its opposition to proposed amendments to the act
relating to compulsory Federal medical care for the aging, as contemplated in
the various Forand-King-Anderson bills, it has never voiced approval or disapproval of the act itself.
It Is the purpose of this statement to reiterate a policy of long standing with
respect to compulsory inclusion of self-employed physicians under title II,
OASDI, which is opposed by the association. Such compulsory inclusion is proposed in H.R. 11865, now pending before the committee, as passed by the House
of Representatives. An identical position as assumed by the association in 1960
when the Senate removed the requirement for compulsory inclusion of selfemployed physicians in the enactment of amendments to the act at that time.
Position of the assoclation.-Ourassociation has, on three occasions since 1959,
conducted record votes in its house of delegates with respect to compulsory
inclusion of self-employed physicians under OASDI. In all instances, delegates
voted to oppose inclusion. Our delegates to the American ,Medical Association
have so voted, and it Is a matter of record that the American Medical Association has voiced opposition to this proposal at least annually for several years,
including action at its 113th annual convention at San Francisco, June 21-25,
1964.
The compulsory social security tax upon self-employed physicians would
escalate to 7.2 percent on the taxable base of $5,400 per annum or $388.80 in taxes
under the pending legislation. Since OASDI is founded on the so-called social
Insurance concept of taxing all individuals included in a compulsory scheme in
amounts sufficient to meet current payments made to beneficiaries, the tax can
be expected to rise, as has been the constant and consistent pattern since 1935.
Compounding the paradox of there being no vestment to the credit of the individual so taxed nor guarantee of benefits, very few physicians could or would
ever avail themselves of OASDI benefits.
Pattern of medical practicc.-IHistorically, American physicians in overwhelming numbers continue to practice until death. As recently as July 13, 1964, the
American Medical Association reported that, as of that date, there were 282,928
physicians in the United States and its territorial possessions. Among these,
only 10,790 have retired, less than 4 percent. A total of 4,168 are known not to
be in practice (but not necessarily retired from other or nonmedical endeavor),
a combined total (with the retired) of slightly over 5 percent.
'The same national studies show that of 177,314 physicians in active private
practice, only 22,027 are over age 65, slightly over 12 percent. This demonstrates the "younging" trend in the medical profession, resulting from greatly
accelerated training facilities development and the progressively increasing numbers of M.D. graduates in the United States.
In 1947 in Mississippi, 45.5 percent of all physicians were aged 60 and over.
On December 31, 1903, only 21.6 percent of the State's physicians were aged 60
and over. Astonishingly enough-as a result of our Mississippi State Medical
Education Board program and our new and excellent University of Mississippi
School of Medicine-61 percent of all Mississippi physicians today are under
age 49, and 34 percent are under age 40. Yet, our total of physicians has increased 22 percent since 1946, a rate much greater than that of general population increase.
It is therefore obvious that compulsory social security inclusion with respect
to physicians is both unnecessary and grossly unfair. They would generally
receive nothing in return for taxes thus exacted.
Practice incentive. and tam equality.-From enactment of the Social Security
Act in 1935 to passage of the Keogh-Smathers measure for voluntary retirement
programs for the self-employed, the latter, including physicians, were at a distinct disadvantage as to tax benefits for retirement accumulations. This has
been partially corrected by the Congress. Enactment of compulsory inclusion
under OASDI cannot and does not assist the goal of tax equality. On the contrary, it negates the partial!degree of correction so recently provided.
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Studies published by the Illinois State Medical Society show that a decreasifig
term life insurance policy equivalent to a capital investment of $31,000 affords
a physician or other self-employed individual the same protection the selfemployed social security tax (now proposed at a final tax cost of $388.80 per
year) for a premium of only $98 per year. A $20,000 ordinary life policy with
a 20-year family income rider would provide a physician acquiring it at age 30
more survivor income protection plus a final lump sum of $18,160 than social
security can provide under similar circumstances--in brief, much more guaranteed benefits for the same costs.
Finally, a social security beneficiary is limited to a very small earned income,
if his eligibility for OASDI retirement is to continue. Yet,' it is clear that physcians do not, in fact, retire. To do so would be to decrease the quantity of
medical care and to force those retiring to lower income levels. This appears
highly undesirable both from health care resources and general economic standpoints. The'sum of American medical manpower and knowledge should be
utilized to the utmost, and retirement based upon chronological age alone is both
wasteful and fallacious.
Position on H.R. 11865.-The Mississippi State Medical Association, therefore,
opposes that portion of the pending legislation which would force doctors of
medicine under OASDI, and for the reasons stated, respectfully urges your committee to delete this provision from the bill.

MONTANA MEDICAL ASSOCIATION,

Billings, Mont., August 7, 1964.

Hon. HARRY F. BYRD,

Chairman,Senate Finance Committee,
Senate Offiee Building, Washington,D.C.
DEAR SENATOR BYRD: On behalf of the members of the Montana Medical
Association, and with the approval of its house of delegates, may I submit for
the record of the Finance Committee of the U.S. Senate the following statement
in opposition to the passage of any health care legislation under the social security system:
Our medical association in Montana was founded in 1879. It has, as of August
1904, 585 active members, which represent more than 95 percent of the physicians
actively engaged in the r."actice of medicine in our State. There is in Montana
a ratio of I physician for approximately every 1,000 people.
The purpose of the Montana Medical Association as stated in its constitution
is "to extend medical knowledge and advance medical science; to elevate the
standards of medical education; to secure the enactment and enforcement of
Just medical laws for the protection of the citizens of Montana; to promote public
health; to be active in the prevention and cure of diseases and in prolonging and
adding comfort to life."
The Montana Medical Association has constantly endeavored to carry out
these general purposes and las, through its members, devoted its energy to the
task of helping to provide medical care to all of the aged of our State. One
of the efforts of the Montana Medical Association to insure ample medical care
for the aged, and, in fact, for all age groups, is our support as an association
of the Montana public welfare program. Physicians of Montana have always
provided medical care for all persons whenever necessary regardless of the
patient's ability to pay.
Under the constitution of the State of Montana, it is the responsibility of the
56 counties to care for the indigent and the medically indigent citizens. To
do this, each comity may levy a tax, not to exceed 17.5 mills, on taxable property valuation. State and Federal funds to supplement the county mill levy
are used only in the following areas of public assistance: old-age assistance;
aid to the needy blind; aid to dependent children; aid to totally disabled; and
certain other categories of general assistance. All medical and hospital care
activities of the public welfare program are financed entirely by county funds
except in those rare instances where the county has levied the maximum permissive tax and is still unable to finance the complete care program. In the past
year only three counties required grants-in-aid from the Department of Public
Welfare of the State of Montana. These were Silver Bow County, Cascade
County, and Lincoln County. (The latter county received only about $1,700.)
The money required for these grants-in-aid from the department of public
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welfare is appropriated by the Montana Legislative Assembly from the general
fund for this purpose.
Each county in Montana operates its own welfare program. Many counties
allow free choice of physicians by the indigent or. medically indigent recipients
of welfare and in most of these a fee schedule basis is in effect. During the
past year two counties (Blaine and Missoula) have contracted with Blue Cross
on a per capita basis to supply hospital and medical care to their indigent and
medically indigent citizens. Not enough time has elapsed as yet for us to present
a report of the efficacy of this Blue Cross contractual arrangement with the
counties.
During the recent legislative session of Montana in January and February
1963, two different items of legislation to revise the Montana statutes upon
health care of the aged were introduced. One was a bill to implement the Kerr.
Mills law and the second, a bill called "Monteare" which would provide for an
appropriation of State funds to the counties to supplement their own funds in
the care of the indigent and the medically indigent. It is noteworthy that the
county commissioners organization in the State of Montana did not press for
passage of either of these bills and especially it should be noted that there has
been no influence exerted by any of the boards of county commissioners or by
the State Department of Public Welfare of Montana for Federal funds. Neither
of these bills was passed by the legislature.
Because of the simplicity of the plan used in Montana the amount of administrative work is kept at a minimum. If Federal funds were used, a considerable increase in administrative staff would be required. Even at the present
time, the State department of public welfare must report how much time each
of its workers spends in old-age assistance or in any of the other categories
mentioned above since the Federal Government pays a varying proportion of the
cost, depending upon the category in which the time is spent. If the Kerr-Mills
law were implemented in the State of Montana, the administrative cost would
rise tremendously. A full-time physician doing only administrative work would
be required; reporting would increase; statistical work would be increased;
it would be necessary to send three to four checks monthly to the hospital
for each patient, etc.
There are two other facets of the care of aged in Montana which deserve
mention. In the past 3.5 years, enrollment in Montana Physicians' Service
(Blue Shield) has shown an increase of 20.9 percent in employed groups c~er
65 years of age and it may be safe to assume that the increase in the participation in commercial medical and hospital plans of persons over 65 years of
age has increased proportionately. A second item concerns a study made by
A. M. Fulton, M.D., at the Billings Deaconess Hospital from January to July
1961. A survey of the status of the accounts of a group of elderly patients, age
'65 and older, indicated that 93 percent had paid their hospital bills in full within
-6 months after their discharge from the hospital. Only 1.4 percent of the patients in this group (age 65 and older) had made no payments on their bills at
the end of the 6 months. Furthermore, the unpaid hospital charges of patients
-over 65 years of age amounted to only 0.2 percent of the total unpaid charges
of all patients admitted to the hospital. This study would appear to indicate
clearly that the major collection loss of this hospital was incurred by those patients who were less than 65 years of age.
In summary, therefore, Montana feels that it is handling and can continue to
handle amply, on a local and county level, its problems concerning the health care
of the aged. Montana also believes that it can take care of its indigent and
medically indigent with its present type of program at far less expense than it
could under a Federal grant-in-aid program because of the greatly increased administrative expense under such a Federal program. Also, Montana feels that
the best medical care can be given to indigent and medically indigent aged person.
locally. Montana does not feel that it is wise to remove people from their home
environment in the later years of their life and to place them in an impersonal,
even though aseptic, steel and concrete building, miles or even hundreds of miles
away from their friends and families.
Sincerely yours,
JohN A. LAYNE, M.D.,
Legislative Liaison Representative.
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For the purpose of identifying the organization making this statement we would
like to point out that the South Dakota State Medical Association was organized
in 1882, nearly 80 years ago. It has been an effective organization since that
time. Membership is voluntary and virtually all doctors belong. We have 485
licensed physicians in the State and 477 are members. We are organized into
an association to assure continuing improvement in the medical care received
by our people. Our services to the public and to our members encompass all
fields that affect the health of the people. We actively support programs designed to decrease infant mortality, to prevent or treat congenital defects, to
alleviate the affects of acquired defects. Rehabilitation programs, metal
health programs, immunization for all, and a host of other related programs are
given continuing interest. We actively support medical education and nursing
education both in advisory capacities and by lending financial support. Available to our members are efficiency rating programs designed to increase individual physician diagnostic ability. We enter into legislative activity only when
proposed legislation might influence directly the health care of our patients or
when a program is proposed, which program would alter or change the basic
concepts of the practice of medicine as we know them.
Our association has long been concerned with the quality and quantity of
medical care available to the indigent and to the near needy. This is best demonstrated by our successful efforts introducing and supporting legislation for adequate and high quality care fo those on old-age assistance in 1957 and 1901.
It is further demonstrated )y our active support for the Kerr-Mills legislation
both on a National and a State level. We believe the Kerr-Mills law, properly
implemented, will provide an equitable and honorable means for providing medical aid to the aged at the time such need develops. We believe people of all
ages are deserving of the same opportunity. We do not believe that individuals
of any age should receive community, State, or Federal aid for their medical care
in the absence of demonstrated need.
In South Dakota there are 7,500 people over 65 on old-age assistance. In 1940
there were approximately 15,000. A small number presently on old-age assistance
also receive minimal social security benefits. The number is variously stated to
be between 60 and 100.
Our medical program for the so-called indigent aged includes physician and
hospital coverage both in and out of the hospital or nursing home; the counties
provide the financial aid for drugs and related items. The program also provides
some dental care.
In addition to the OAA programs, our State legislature approved an NAA program for South Dakota. An early estimate saw some 1,000 persons initially on
the rolls. To date only 180 eligible persons have applied, and have been approved,
for coverage tinder the South Dakota NAA program.
Our actions, our attitudes, our waiting rooms testify to our concern for proper
care of all age groups, not just the aged. Our presentation demonstrates our acknowledgment of the existence of a problem; but more Important specifically
demonstrates that. we thoroughly believe existing Federal legislation will make
possible and probable solution of the problems of the care of the needy aged within the foreseeable future.
Our objections are basically four, though each objection has ramifications
covered adequately by other opposition witnesses.
First, we believe the actual financial need of the majority of the aged during
the times of illness has not been demonstrated. The picture of past and present
actions in South Dakota as they relate to medical care of the aged supports our
position.
Second, we object to the proposed change in the entire philosophy of social socurity from a program of payment of moneys to one of provision of services.
The inherent danger of the change is that it puts the Government into the field
of paying for services where, it must, by the nature of government itself, control
those services.
Third, we believe the placing of government in control of services will result,
over a period of time, in deterioration of the quality of care offered. This con-
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elusion Is nearly always expressed when-nen of high prof6s9I6iial stature meet
to discuss means to solve the known problem of providing care to all." Involved
here are problems which would be created by overutilizatio? pf services, by
increased difficulties of recruiting properly motivated people to be physicians or
trained paramedical personnel. Specific discussion of these points will receive
coverage, we believe, by other opposition witnesses.
Fourth, we believe the cost of such a program as proposed by an aged medical
care amendment to H.R. 11805 is almost impossible of prediction.. That the
cost would exceed predictions is almost certain. The economic forecast set
loose by high-level benefits and the necessary taxes are frightening. Again our
thoughts concerning costs and taxes are conclusions generally held by physicians;
and actual tabulation and expectations fell more into areas covered by other
opposition witnesses.
We in South Dakota believe the problem of medical care for the needy and
needy aged can be and is being solved gradually under existing legislation
through cooperation of the governmental agencies involved, and those who now
actually provide the services.
STATE MEDICA, ASSOCIATION,
OmITO Columbus,

Ohio, Auguat 10, 19641.

Hon. HARRY F. BYRD,

Chairman, Senate Finance Connnmttee, Senate Office Building, Washington, D.C.
DEAR SENATOR BYRD: I respectfully submit for consideration by you and the
members of the Senate Finance Committee this statement pertaining to proposals
to add health care under social security to H.Rt. 11805, and further to request
that the statement be included in the record of the current hearings on this bill.
The purpose of this statement is to provide you and the members of your
committee with: (1) the position of' the Ohio State Medical Association regarding compulsory Government health care; and (2) some pertinent facts and
comments on the major work being carried out in Ohio to cope with the health
problems and other problems of our senior citizens.
Please be assured that the Ohio State Medical Association has consistently
supported sound programs, private and public, designed to hell) solve these
problems.
In the knowledge that a wrongful solution to a problem only complicates
and intensifies it, this association consistently has opposed enactment of any
plan or scheme of Govrenment-controlled health care, whether it be compulsory
or voluntary.
A government health care program under the social security sys,,oa(1) Would not meet the fundamental needs of the situation; namely, it
would not help those who need help;
(2) Would lead inevitably to a Federal compulsory health care program
for the entire' Population;
(3) Is totally unnecessary and would be increasingly costly.
(4) Would lead avpntually and inevitably to the destruction of private
and voluntary hospital and medical insurance programs;
(5) Would destroy the basic and Important concept of providing social
security dollars, rather than services, to beneficiaries by making the Federal
Government a direct purchaser of services for private citizens;
(6) Would force into hospitals patients who otherwise could be treated
by private physicians on an ambulatory basis;
(7) Would enlarge an already huge Federal bureaucracy;
(8) Would Interfere with the independence of hospitals and physicians
and their relationships with the patient.
(9) Would work additional and unnecessary hardship on younger family
heads by increasing the already heavy taxes on their income at the time when
their family needs are greatest.
(10) Would tend to endanger existing and necessary welfare programs
administered by State and local governments since a social security program
would likely influence legislative bodies toward reducing appropriations to
finance important programs now in operation.
(11) Would create additional monetary demand on the already financially
strained social security trust fund.
Problems faced by senior citizens are not intended to health, but also include
economic, psychological, and social problems. These same problems are encountered by persons in all age groups.
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The medical profession recognizes that some of the aging are not in a position
to solve their problems. Therefore, the doctors of Ohio have long worked with
their aged patients and with other Individuals and groups to meet this challenge.
American medicine, private enterprise, and volunteer groups have joined
to help solve the problems of the aging, and the substantial progress being made
is additional proof that a Government health care program is completely
unnecessary.
Ohioans can point with pride to their own State as proof of concrete progress.
For example, the Ohio General Assembly proviled $20,687,000 for the Ohio Division of Aid for the Aged fiscal 1964-65 health care program , an increase of $1
million over fiscal 1063-64, and an Increase of more than $3 million over fiscal
1901-62.
Ohioans In this age group who need assistance in meeting their economic,
medical, hospital, nursing, and other health needs are receivng such help under
the regular health care program of the division of aid for the aged.
Since 1946, Ohio has had an active and very liberal program to provide these
services. It was expanded in 1955 and again in 1961. It sets no income limits
for eligibility but provides assistance on the basis of need. In addition, the
State has a "medical only" program for those senior citizens who are able to
meet their day-to-day living needs but not their health care expenses.
For example, in one month, June 1964, 79,625 persons received financial assistance from the division and 4,504 persons received "medical only" assistance.
This association supported the 1961 decision of Ohio General Assembly leaders to add a "medical only" program to regular aid-for-aged assistance, under
the Mills section of the Kerr-Mills Act.
Active support was given by the association to the successful move to increase
aid-for-aged appropriations for medical care activities. Should additional Ohio
funds be required for the "medical only" program, this association will fe among
the first to support any sound proposals.
To repeat for emphasis, Ohio has a sound and liberal medical assistance prograin for the needy aged. This program deserves further commendation because it(1) Helps those who have proven needs determined locally;
(2) Provides a mechanism to supplement, not supplant, individual voluntary health insurance and prepayment plans;
(3). Is more economical because hospitalization is not required for participation in the program;
(4) Preserves the physician-patient relationship; and
(5) Is a hometown program administered on a local basis.
Another important step taken in Ohio was legislation passed by the general
assenibly in 1963 to permit insurance companies to pool health insurance coverage for senior citizens. Such a program is about to be launched In Ohio.
In 1961, with, the encouragement of the medical profession, Ohio's Blue Shield
pian offered an extensive, low-cc :t senior citizens policy, for which 75,000 persons enrolled in a 10-day period. In 1962, an additional 22,000 enrolled in this
plan.
The Blue Shield figures do not include those regular subscribers whose policies
are continued after they reach the age of 05, nor do they include those covered
by other insurance institutions.
This association encourages emphasis in the field of the aging through the
following colistructive programs:
1. Recognition and respect of the aging as responsible, Individual citizens rather
than depicting -them as an 18-million-mnenlber national problem that should be
walled off from society.
2. Immediate abolition of the completely unrealistic retirement-at-65 attitude.
Retirement at 65 was developed by Bismarck in the past century when life exl)ectancy was far less than 65 years, as compared with the present life expectancy
of 70 ye:Ars-plus.
3. Recognition of the fact' that older workers have skills and productive abilities, rather tMan arbitrarily, through forced retirenlent, denying them a productive. enjoyable life.
4. Much greater emphasis on mental, physical, social, and financial preparation for retirement during the productive years.
5. Continued improvement in Federal income tax laws to ease the tax burden
on the low-income aged and those who support them.
6. Continuation, on an individual basis, of insurance coverage originally provided by group insurance, by conversion of policy on retirement; continuation of
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group Insurance on workers who retire, and their dependents, and offering group
policies for retired persons.
7. Development of insurance policies that become iad up at 65, enabling the
policyholder to provide for his retirement health needs during his productive
years.
I cannot emphasize too strongly the paramount factor that all these programs
are preventive in nature. This Is the age of preventive medicine and the profession and private enterprise are taking the leadership by advocating programs
that either forestall the development of financial problems of the aging or provide solutions for their problems, once they do develop.
In sharp contract, a social security health care program offers a completely
unsound device, is not an insurance system but, Instead, a direct payroll tax
from which revenues undoubtedly would not be sufficient to meet the demands.
In summary, there is ample evidence that:
1. The basic problems of the aged, which are much the same as those of all
age groups, are being steadily overcome through existing welfare programs, the
voluntary programs, and private enterprise.
2. More and more emphasis is being placed, successfully, on adjustment for
the latter years, medically, socially, and financially, through better preparation
for retirement during the productive years.
3. This Nation's social security system must be preserved. The recorded
fact is that the several amendments to the Social Security Act over the past
several years have added benefits to the programs, such benefits having proved
consistently to be more costly than was anticipated. This has caused considerable Inroads Into social secure ty reserves.
Money benefits retired persons, disabled persons, and dependents receive
through social security play a tremendous role In the economic well-being of these
persons. It would be foolhardy to place additional jeopardy on the social
security fund by adding another, totally unnecessary, deficit program.
Thank you for your courteous attention.
Sincerely,
R. E. TSCHANTZ, M.D., Pre8ident.
U.S. SENATE,
COMMiTTEE ON GOVERNMENT OPERATIONS,

July 22, 1964.

Hon. HAnY F. BYRD,

Chairman,Setnate FinanceCommittee,
U.S. Senate,
Wa8hington, D.C.
DEAR HARRY: I am writing to express my support for H.R. 11865, social security
for physicians, which is expected to be considered by your committee in the
near future.
A poll conducted by the Maine Medical Association In the State of Maine
in the fall of 1903 clearly shows that our physicians favor this proposal two
to one.
Furthermore, there Is evidence that the American Medical Association, which
has In the past expressed Its opposition to social security for physicians, does
not In fact speak for a majority of the medical profession on this issue:
polls conducted In other States clearly seem to indicate support for this legislation.
Already 25 to 35 percent of our physicians are covered by social security as employees of private corporations. It does not seem logical that family doctors
should be excluded from the program simply because they are self-employed.
Recognizing fully your prerogatives as chairman and appreciating your consclentious desire to give thorough consideration to all matters which come before
your committee, I simply write to communicate my position on this subject.
EDMUND S. MUSKIE, U.S. Senator.
Sincerely,
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Senator lIAJRtY F. BYRID,

TRAvIs COUNTY MEDICAL SOCIETY,
Austin, Tea., July 21, 1964.

U.S. Senate,
lVashington, D.C.
l)LAR SENATOR BYRD: This is to advise you that the board of directors of the
Travis County Medical Society In a recent meeting took official unanimous action in opposing the proposed legislation whereby self-employed physicians would
be placed under the social security program. Specific reasons cited for this
Opposition include:
1. The majority of self-employed physicians desire the privilege of establishing their own retirement benefits program on a voluntary, not compulsory
basis;
2. Compulsory participation in the social security program by self-employed
physicians would represent still another costly tax, already scheduled to reach
7.2 percent by 1971, on physicians; anl
3. Most self-employed physicians will have little if any prospect of enjoying
social security retirement benefits before age 72 at the earliest, even though the
benefits may begin at age 65, as the majority of self-employed physicians are
still in the active practice of medicine until age 72 or later and, consequently,
would be ineligible for benefits.
For these reasons and others we respectfully request your full efforts in
urging the Senate Finance Committee to delete the provision in H.R. 11865
which would require participation by self-employed physicians in the social
security program.
Your assistance In this regard is sincerely appreciated and gratefully acknowledged.
Sincerely,
DOu(G1.AS F. BARKLEY, M.)..

President.

TRAVIS

COUNTY MEDICAL

SOCIETY,

Austin, Teiv., July 23, 1964.
Senator HARRY F. BYRD,
U.S. senate,
Washington, D.C.
DEAR SENATOR BYRD: Reference my letter of July 21, 1964, advising you of the
unanimous action taken recently by the board of directors of the Travis County
Medical Society In opposition to that portion of H.R. 11805 which provides for
compulsory Inclusion of self-employed physicians under the social security
program.
This is to further advise you that the members of the Travis County Medical
Society present and voting at a called meeting of the society last evening, July
22, 1964, took unanimous action opposing the same provision.
We thought you would want to know of this further action by the society
membership. We sincerely hope that you will use your full influence toward
deletion of this provision of H.R. 11865.
Our continuing appreciation to you for your efforts in this regard.
Sincerely yours,
DOUGLAS P. BARKLEY, M.D.,
President.
U.S. SENATE,
MINORITY LEADER,

June 8, 1961.
Mrs. ELIZABETH B. SPRINoER,
Chief Clerk, FinanceCommittee,
U.S. Senate, Washington, D.C.
My DEAR Mns. SPRINGER: If and when hearings are held on S. 909, the Effingbam County Medical Association of Effingham, Ill., has asked that the following
statement be inserted In the hearings. It is as follows:
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"The Effingham County Medical Society is opposed in its entirety to H.R.
4222 and. S. 909 (the King and Anderson bills). Our reason for opposing these
bills is that they are a form of socialized medicine and as such, have no place in
the American way of life. We firmly believe that they will be of no actual
assistance to the patient or the doctor."
Sincerely,
EVERETT MCKINLEY DIRKSEN.
STATEMENT OF H. PHILLIP HAMPTON, M.D., PRESIDENT-ELECT, FLORIDA MEDICAL
AsSOCIATION, INC., RE HEALTH SERVICES AVAILABLE TO NEEDY SICK IN FLORIDA
Since 1956 Florida has operated a State plan providing hospital care for the
needy sick of all ages through a State and county matching fund which pays
hospitals actual per diem costs for those considered eligible for tax-paid health
services.
In 1958, the 12-month expenditure for hospital services through the fund
amounted to $4 million, which was less than a fourth of the estimated cost of
hospital care given indigents in Florida. The remainder of the cost of health
services to all those considered in need was provided by the individual counties
at an estimated annual cost of $15 million.
After enactment of the Mills-Kerr law, Federal funds became available to
reimburse the State for health services expenditures to public assistance recipIents. In calendar year 1961, a total of $35 million of tax funds were expended
in Florlia for health services to the needy sick of all aged and categories (not
Including State psychiatric and tuberculosis hospital care). These tax funds
were derived from sources as indicated in chart I In comparison with estimated
expenditures for 1958 and 1964.
On July 1, 19613, a medical aid for the aged program was inaugurated in Florida where 60 percent Federal reimbursement would be available on expenditures
made for hospital care and home nursing visits to the aged needy sick. A total
of $8 million in State and Federal funds will be available to provide those services during the subsequent 24 months and these funds may be increased if necessary by agreement for Federal reinurse.ment of county expenditures.
For the next 24 months the tax funds budgeted by the recent Florida Legislature
to provide health services to the needy sick amount to $13,272,099 in State funds
and $30,822,676 in Federal funds. If the counties spend sums similar to those
spent in the past 2 years, a grand total of $90 million will be available to provide health services to the needy sick in Florida for the next 2 years (chart II).
The present population of Florida is estimated at 5,158,100 and those 65 years
of age and over number about 600,000, or 12 percent; 70,000 are old-age assistance
recipients and receive State and Federal tax-supported hospital services, nursing home care and drugs. However, of those needy sick of all ages (not public
assistance recipients) receiving hospital care from State and county tax.funds,
only 16 percent in 1962 were age 65 and over. The percentage of elderly
needing tax-supported health services in Florida has declined in the past 3 years,
which we expect to continue with the increase of voluntary health insurance
and pension plans.
Our experience has convinced us that successful operation of tax-supported
health-care programs for the needy sick requires the cooperative effort and responsibility of several State agencies and nongovernmental associations. Our
advisory board of these programs has been strengthened by the inclusion of
representatives of the State medical association, State hospital association,
association of county commissioners, and members of the legislature. The State
board of health has administered the hospital-care programs by contract with
the department of public welfare.
The definition of eligibility to receive medical aid for aged Florlda residents
is flexible enough to meet the need of all aged who require help: "Has not sufficient income, resources, or assets as determined by the State department of
public welfare to provide needed medical care without utilizing his resources
required to meet his basic needs for shelter, food, clothing, and personal
expenses.,
Florida has a program of tax-supported health services for the needy sick of
all ages which we believe is adequate. Additional Federal law and Federal funds
are not needed to fulfill the constitutional responsibilities of local and State
government in providing for the needy sick.
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The Mills-Kerr law has aided and stimulated development of the Florida healthcare program. Minor changes in the law or regulations may provide the States
further latitude in developing and Improving their program of health services
for the needy.
We recommend (1) that Federal law permit administration of health-care
programs by State agencies other than the agency administering welfare; (2)
permitting the program of medical aid to the aged to encourage voluntary
health Insurance among the near-needy aged by cooperating with them in the
iayment of healh Insurance premiutius and (3) prescribing by regulations the
manner of collection from the State of residence for health services rendered
their eligible transiently absent residents.
CHART II.-Budgeted tax fund for health services to needy 81ck in Florida,
biennium 1963-65
Service
Drugs, PAR ---------------------------------Nursing home, OA A ------------------------Hospital:
IAR -------------------------------------MAA ------------------------------------1181 --------------------------------------

Federal
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STATE OF ALABA.MA iN OPPOSITION
STATEMENT OF riE MEI)ICAL ASSOCIATION OF TE
TO SOCIAL SECURITY-FINANCED MEDICARE

An indigent medical care bill was enacted by the Legislature of Alabama
in 1958. The passage of this bill was strongly supported by the Medical
Association of the State of Alabama. This program, which is administered by
the State department of health, allocates funds to each county on a matching
basis. These funds are available to residents of Alabama who are seriously
Ill and need hospitalization but are unable to pay for the services. The determination of ability to pay is rendered on a local level by nonmedical personnel.
The physicians of Alabama on numerous occasions have agreed to render services
to the medically indigent without charge.
In February of 1961 the State department of pensions and security and the
Governor signed a corporate agreement defining certain responsibilities for a
medical-care program to be instituted- under the provisions of the 1960 amendments to the Social Security Act, Public Law 86-778. Under the terms of this
agreement, the State department of health would provide medical supervision
and would be responsible for negotiations between hospitals and the medical
profession in a program providing hospitalization for the State's old-age pension
recipients. The program was activated on April 1, 1901, providing for 10 days
of hospital care for recipients during the next 6 months. At the beginning of
1962, the number of days of hospital care had been raised to 15 days.
The Medical Association of the State of Alabama actively engaged in urging
the passage of enabling legislation in Alabama to provide adequate appropriations to initiate a program of medical assistance for the aged under the KerrMills legislation. Such legislation was passed during the 1961 session of the legislature of Albana andh was put into operation October 1, 1961.
On February 1, 1962, the medical care program was expanded to provide 15
days of hospital care to persons 65 or over who were not: receiving an ol age
pension but who were found by the department of pensions and security to be
medically indigent and entitled to medical assistance for the aged (MAA). At
the same time provision was made for payments to physicians for office visits
providing posthospital care within 30 days following discharge from the hospital,
when hospitalization had been approved under the program for old age assistance
(OAA) or medical assistance for the aged (MAA).
Several changes and additions were made in these programs during 1962. The
number of days of hospital care was increased to 30 days under the OAA prograin on June 1, 1962, and the MAA program on October 1, 1962. Payment for
additional physician's services also was provided beginning October 1, 1962,
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including home visits, electrocardiograms, blood examinations, and X-ray evaluations.
At the 1961 annual session of the Medical Association of the State of Alabama,
it was resolved that "The Kerr-Mills law, with its voluntary provisions at the
State level should be given an opportunity to prove that it is the best method to
provide medical care for those who need medical care and hospitalization." This
program is working in Alabama and has been expanded steadily and regularly
since its initiation as evidenced by the foregoing statements.
The major fallacy of providing medical care for the aged under social security
is that it is based on the erroneous assumption that a majority of the aged are
in need of this type of care.
The problem of the medical needs of the aged must be placed in its perspective.
They are individuals and not a homogenous group. A large majority of the
aged population are either able to provide for their own medical needs through
their own resources or have some form of health insurance. The insurance Industry estimates that by 1970, 90 percent of the aged wanting coverage will
have it.
Those who are in need and who cannot afford private insurance can receive
care under the Kerr-Mills programs (either OAA or MAA), through veterans'
medical care, or medical care programs for retired military personnel and their
dependents.
Proposed medicare legislation such as King-Anderson is unnecessary legislalion, as the Kerr-Mills Act provides for broader health coverage for the needy
aged with far fewer restrictions. The Kerr-Mills Act provides payments for
all kinds of medical care, including hospitalization, nursing home care, outpatient
and diagnostic treatments, fees for physicians, drugs, eyeglasses, prostheses, and
dental care. In fact, there are practically no restrictions on what can be
supplied to the medically indigent under Kerr-Mills.
The Medical Association of the State of Alabama firmly believes that the
Kerr-Mills program, the humanitarian willingness of its members to render medical care to all who are in need regardless of their ability to pay, and the voluntary health insurance mechanisms can adequately meet the medical needs of our
aged indigent citizens; and that passage of a social security financed medicare
bill is unnecessary and would undermine the free enterprise system which has
made this Nation the greatest in the world.

STATEMENT OF TIE ASSOCIATION OF AMERICAN PHYSICIANS AND SURGEONS

In opposition to H.R. 8920, 88th Congress, Hospital Insurance Act of 1903; in
opposition to the Javits Federal medical care for the aged (S. 2431) ; and in
opposition to the compulsory Inclusion of physicians in social security (H.R.
1185)
(By Thomas Parker, M.D., president)
Mr. Chairman and members of the committee, the Association of American
Physicians and Surgeons is grateful for this opportunity of expressing its views
of opposition to H.R. 3920, 88th Congress, Hospital Insurance Act of 1963; to the
Federal Javits medical care for the aged bill (S. 2431), and all similar legislation: and opposition to the compulsory inclusion of physicians in social security as provided for in H.R. 11865.
My name is Thomas Parker and I live in Greenville, S.C., where I am engaged
in the general practice of medicine. I was elected president of the Association
of American Physicians and Surgeons on October 10, 1963, and assumed office
on October 12, 1963.
My testimony is in three parts: Part I, "The Basis for Opposition to KingAnderson Type Legislation (H.R. 3920)," to the Javits-type legislation (8. 2431),
and to all similar legislation. Part II offers statistical evidence that there is no
demonstrated need for this medicare legislation or similar legislation. Part IIT
offers the reasons for our objection to having physicians compulsorily included
in social security (HR. 11865).
PART I

The premises of King-Anderson type legislation and all similar legislation
are that it is the duty of the Federal Government to provide medical care for
the aged because the aged are sick and poor and unable to provide for themselves.
and because their families cannot be expected to provide for them either; and
that participation in such Government-provided care shall be compulsory, since
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it will, of course, be supported by taxation. At present the Federal'Government
proposes to provide incomplete medical care for a designated group of the population in institutions that meet standards set by the Federal Government, but
surely it does not require clairvoyance to understand that this program if adoped
will be expanded to provide complete medical care for the entire population and
that such expansion is both inevitable and necessary from the political point of
view.
The premises are false.

For those who believe that the Federal Constitution means what It says, who
believe that the happiness of the people depends upon the limitation of the power
of government, who believe that the Federal authority was created "in order to
form a more perfect union, establish justice, insure domestic tranquillity, provide for the common defense, promote the general welfare and secure the blessings of liberty to ourselves and our posterity," there is no basis in law for the
.assumption of the care of the aged by the Federal Government.
For those who revere statistics, there are abundant figures (see pt. II of testimony, pp. 4 and 5) to show that, as a group, the aged are as well able to take
,care of themsleves financially as any other group of the population.
'Some students will recall that a British commission was established to
-determine what constituted optimum medical care, so that the British National
Health Service could provide it; and that after 2 years' study, the commission1
reported that It was unable to establish such a standard and was disbanded.
It follows from this that It is absolutely impossible to estimate accurately the
,ost of providing adequate medical care for the population or any portion of it.
In fiscal 1961, Britain spent $2.2 billion for the national health service, $4.6
billion for defense.' If we matched the British standard, and surely we would
not wish a health service Inferior to that of the British, in terms of our present
budget we would be talking about a health expenditure of $25 billion annually
at least; an expenditure which, in terms of the Federal personal income tax,
would require almost a 50 percent Increase.
'For the politically experienced, the matter of the budget arises. The needs
of the people for medical care will compete with their needs for education.
defense, foreign aid, etc. Should the medical share be inadequate, some

services will have to be curtailed. The easiest services to be curtailed are those
for new hospitals and for research. Is this what Americans want?
,For the religious, it is apparent that the provision of medical and other needs
of individuals by the Federal Government is founded upon a basis of materialism,
upon the assumption that what those in need need is money. Some old people
do need money; but all people need love, and this cannot be supplied by government.
Taxation for purposes of welfare is a contradiction in terms. True charity
depends upon love on the part of the donor and gratitude on the part of the
recipient and produces spiritual growth of both. When funds for the aid of the
needy are no longer derived from free-will offerings but from compulsory taxation,
the psychological climate is changed. The willing giver becomes the resentful
taxpayer; the grateful recipient becomes the dissatisfied voter seeking for officeholders who will promise him more of his "rights." When medical care is involved, to the patient, the doctor becomes the selfish bureaucrat; to the doctor,
the patient becomes the exploiter of underpaid labor. The friendly, trusting,
doctor-patient relationship is destroyed by the intrusion of the third party payor.
Moreover, for all citizens, to the already crushing load of taxation will be added
an additional exorbitant tax, making it even more impossible for the average
citizen to provide for himself and his family, so that he will have to depend upon
government for his basic needs, thus forcing our citizens into a socialistic welfare
state.
For those who favor socialism, King-Anderson type legislation and all similar
legislation, is just what the doctor ordered.
PART II. THERE IS NO DEMONSTRATED NEED FOR SOCIAL SECURITY FINANCED MEDICAL
CARE FOR TtlE AGED

Health insurance for those over 65 years of age is now leading all other areas
of health insurance in terms of growth. Older people are buying such insurance
at a faster rate than any other segment of the population. Mora than half, 53
percent of the aged, who are not now in institutions, had some form of voluntary
health insurance at the end of 1961. In 1952 only 26 percent of the aged populaIelmut Schoeck, "Financing Medical Care," Caxton Press, 1963, p. 78.
,1
1
Op. cit., pp. 50, 70.
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tion were so insured. By 1970, insurance actuaries estimate that the coverage
of the aged will rise from 53 percent to between 89 and 90 percent. Source of
the above information: Health Insurance Institute.
There are approximately 17 million persons age 65 or over in the United
States. As of December 1960, 64 percent of those 65 and over were receiving
OASDI cash benefits, about 10.9 million people. OASDI and OAA payments
were being made to 74 percent of those over 65 years of age. Veteran's pensions
afford income support for almost 10 percent of the aged population-1% million
persons over 65 now receive these pensions. Source: Social Security Bulletin
of July 1961.
About 4 million of the over-65 group pay Federal income tax. Source: U.S.
Treasury Department.
About 4 million of the over-65 group are now working. Railroad and civil
service pensions now go to approximately 1,700,000 persons 65 and over. About
600,000 of the over-65 group now receive payments from privately purchased
annuities. In 1957 the net worth of an OASDI recipient with a wife also entitled
to benefits was $9,616-up 71 percent over the 1951 figure of $5,610. Men over
65 increased their median income by 56 percent from 1951 to 1959. As a comparison, the median income of all men from age 14 and above Increased only 35
percent In the same period. Source: U.S. Bureau of Census.
More than 70 percent of the aged OA SDI beneficiary couples owned their own
homes in 1958--and 87 percent of these homes were mortgage free. The liquid
assets of persons over 65 have increased more rapidly than any other age group
and now are the highest of any age group. Indebtedness In the group 65 years
of age and over is the lowest of any age group. Source: Federal Reserve
Board's Survey of Consumer Finances.
The Association of American Physicians and Surgeons maintains that the
favorable economic status of persons 65 and over constitutes strong evidence
that there is no need for a medical care program for the aged financed through
social security. Members of the Association of American Physicians and Surgeonns believe that the American people of all ages (not only the aged) should
receive the highest quality of medical care that can be rendered, regardless of
the ability of the patient to pay for such care. To our knowledge, no individual
is being denied quality medical care because of inability to pay for it-regardless
of age. New Medical Material (May 1961) stated that every year physicians
give millions of dollars worth of medical treatment to the indigent free of
charge, and estimated the annual amount of such free care in 1960 was $6571/
million. Many county medical societies throughout the country publicize
through paid advertising and newspapers their programs' "guaranteeing the
services of a physician to all who need him." We believe this Is further Indication that there is no demonstrated need for the provisions of the KingAnderson legislation (11.R. 3920 and S. 880), (or any similar legislation of a
Federal and/or compulsory nature).
For these reasons, and for many others presented to this committee, we urge
committee members to stand unalterably opposed to H.R. 3920 (King-Anderson)
S. 2431, Javits bill and to all similar legislation, and to support their convictions
with their votes.
PART

I1.

OPPOS5'ION TO THE COMPULSORY INCLUSION
SECURITY (H.R. 11865)

OF PHYSICIANS IN

SOCIAL

The vast majority of physicians in the United States oppose their compulsory
inclusion In social security because of the following reasons, and many others:
1. Social security is not insurance. There is no contract with the Government
as Insured individuals have with legitimate insurance companies. Social security is an outright dole financed by taxes.
2. There Is no guarantee on stabilizing the costs of social security. The taxable wage base and the tax rate have been raised several times by Congress in
election years. The original taxable wage base was $3,000; the present taxable
wage base is $4,863; the new legislation (H.R. 11865) once again increases the
wage base from $4,800 to $5,400 and would require physicians (self-employed) to
pay a tax rate In 1965 of 5.4 percent.
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3. The taxes for the social security dole, particularly fer the self-employed,
are exorbitant. For the self-employed (physicians) the tax next year would go
from $259.20 to $307.80. Already scheduled increases in tax rates for 1966, again
in 1968, and after 1970 will bring the rate of the self-employed up to 7.2 percent
or $388.80 per year.
4. The amount of the dole from social security is not assured; there is no relation between so-called benefits and the amount of taxes paid; and indications are
that the tax rate and the wage base will be further increased if future Congresses
follow the election year pattern of past Congresses. It is common knowledge that
some members of the tIE-',W staff have publicly declared that at some time the
social security wage base must be increased to $10,000, nearly double the amount
provided for in the House passed social security legislation; and Mr. Celebrezze
stated In testimony before the Senate Finance Committee on August 6 that he saw
no reason why social security "contributions" should be limited to 10 percent.
Summed up, here are some of the defects of social security, none of which are
found in bona fide insurance:
A. No certainty as to Ihe amount of the tax.
B. No guaranteed benefits.
C. No real reserves to assure the payments of any claims at all.
D. No real investment of the tax income of the "company" which constantly
borrows from the taxpayers in order to make additions to its "reserves" to coipensate for the continuing deficit operation.
E. No solvency of the "insurance company" which from time to time operates
in the red and is deep in debt.
F. No loan value.
0. No cash or surrender value; in fact, no possibility of dropping the "policy."
I-. Under social security one pays what the Congress says he pays. and gets
what the Congress says he gets. Either tax or "benefits" can be changed at any
time without permission of the "policyholders." As the social security law reads
now, a physician will get no benefits in his old age before he is 72 unless he is
disabled or decides to sit on his laurels from age 62 on. If he works until he (lies,
as most physicians do, and dies before age 72, he will not have received a penny
of the $17,280 he paid in between the ages of 25 and 65. This is certainly not good
old-age insurance.
5. If permitted to do so, physicians can use the amount of their social security
tax to purchase far better and safer insurance and annuities from regular insurance coml)anies, where they would have a guarantee of benefits commensurate
with established and unchanging premiums.
For these reasons, and for many others, we urge the members of the Senate
Finance Committee to stand unlaterably opposed to the compulsory inclusion of
doctors in social security and to support their convictions with their votes.
Respectfully submitted.
STATEMNT OF ORLAN J. JOHNSON, M.D., ])RESIDENT, MICTITGAN STATE MEDICAL
SOCIETY, RE H.R. 11865, SOcAL SECURITY AMtENDMENTS OF 1964

The State of Michigan was the first of the 50 States to enact legislation to
implement the Kerr-Mills law, and Michigan was the first of the 50 States to
have its implementing program approved by the U.S. Department of Health,
Education, and Welfare. Since that initial approval, the Michigan program
has twice been liberalized by the State legislature.
The Michigan program has been properly designed to meet the special needs
of the aging population. Michigan's program for providing medical assistance
to the aged is designed to give maximum help to those who need help, and it has
been doing the job for which it was intended.
When the Congress enacted the Kerr-Mills law, it gave to the States a tool
by means of which they could solve such problems as existed within their
several borders with respect to those persons, 65 years of age and over, who
are able to provide for their own needs of daily living but cannot afford a
medical emergency.
Michigan's medical assistance to the aged (MAA) law entitles such persons,
who qualify for its benefits, to comprehensive hospital care and to all those
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physicians' and surgeons' services, from practitioners of their own choosing,
which are available to citizens of Michigan having the best Blue Cross-Blue
Shield coverage available in the State. This hospital and medical coverage is
comparable to the best in the Nation, with no limiting factors on the services
themselves, such as time limits. Also provided are unlimited home nursing
services and care in State-licensed nursing homes, including drugs.
Thirty-six months ago, and again 8 months ago, testimony was presented to
the Ways and Means Committee of the U.S. House of Representatives on behalf
of the doctors of medicine of the State of Michigan that in their State, at least,
the King-Anderson bill was totally unnecessary. Nearly 4 years of experience
has proven that the Kerr-Mills law is infinitely more practical and effective a
means of providing health care coverage for the aged.
The U.S. Senate Finance Committee is now being asked by the Department
of Health, Education, and Welfare, and others, to approve the King-Anderson
bill by "tacking it on" H.R. 11865. This King-Anderson proposal, which would
provide only a minor fraction of the hospital and medical benefits already provided our Michigan elderly citizens by our legislatively adopted, locally controlled, and voluntary Kerr-Mills program should, in our view, be totally rejected.
,Under the Michigan MAA Act comprehensive care is provided for aged Michigan residents who need help to pay for their health care.
The fact is, Michigan has not one, but many, programs for those unable to
provide for their own health care. In addition to our excellent MAA (KerrMills) program for the medically indigent, complete health care is also provided
for the fully indigent through Michigan's participation in the old-age assistance
program. Michigan also participates in excellent aid to the blind and aid to
the disabled programs, and in addition each of our 83 counties, plus the great
city of Detroit, have welfare programs.
Of the approximately 650,000 people in Michigan over the age of 65, the wellestablished average estimate is that about one out of six, or 17 percent,' can
expect to require hospitalization in any 12-month period. Now, how many of
that 17 percent who will require hospitalization in any given year actually need
help in paying for their health care? How effectively do Michigan's present
programs serve the elderly of our State who need such help?
On a day selected at random-July 11, 1963, to be exact-an independent
survey of the total adult population in 182 Michigan general hospitals was conducted by the Michigan Hospital Association to determine how each bill was
actually paid."
On that day there were 19,870 adults hospitalized In these 182 general hospitals, and slightly over 26 percent of them, or 5,295, were patients aged 65 and
over. Here are the results of the survey for those over 65:
Source of payment
Those requiring no public assistance:
Blue Cross ----------- ----------------------------------------------

Commercial insurance -------------------------------------------------Private payment -------------------------------------------------------

Subtotal -------------------------------------------------------------Those requiring public assistance from all reported sources:
MAA (Michigan medical assistance to the aged) ------------------------Old-age assistance .......-----------------------------------------------County welfare --------------------------------------------------------Other or unknown (including bad debts) -------------------------------Subtotal ...............................................................

Total ..................................................................
Reference No. 1, attached.
s Reference No. 2, attached.

Number of
patients

Percent of
total

2,5864

48.4

4,097

77.8
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10.2

827
06

294
255
107
1.198
5,295

15.6
13.3

5.6
4.8
2.0

22.6

99.9
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These figures present more-than-graphic evidence of the success of Michigan'
present program. On the average only about 17 percent of the over-age-65 popu.
lation will be hospitalized during any 12-month period. The committee's atten.
tion is invited to the fact that on a day selected at random 26 percent of those
hospitalized were over age 65, and over three-quarters of these (77.3 percent)
had no need to avail themselves of any public assistance.
Please note: All but 2 percent of the total number of patients in the reported
study were paying their own bill, covered by insurance plans, or were receiving
help from existing public programs. This has been the case for 3 years.
An identical study was conducted by the Michigan Hospital Association in a
similar large number of Michigan hospitals in 1962, with almost identical results.
A slightly larger fraction (between 2 percent and 3 percent) of the total hospitalized had no apparent source of public assistance under present programs.
This year, the study is expected to find a number even less than the 2 percent of
1963.
Thus, Michigan's fully indigent receive comprehensive care under the old-age
assistance program; Michigan's medically indigent receive the comprehensive
care they require under MAA. These two major programs, buttressed by other
available mechanisms for providing needed health care, are doing the job.
Michigan's medical assistance to the aged program Is being continually analyzed and improvements found to be necessary are being made with the encouragement and support of Michigan's doctors of medicine. For example, during
the just-completed session of the State legislature the permissible income limits
of both single and married MAA applicants were raised, and in computing the
applicant's income the legislature removed the previous requirement that the
contribution which responsible relatives could make would have to be taken
into account.
This was the second major liberalization of the program since its original adoption in the fall of 19060.
A total of 70,859 certifications for necessary health care have been granted
under Michigan's Kerr-Mills program in the first 45 months of its existence-an
average of over 1,500 per month. A total of more than $65 million of Federal,
State, and county funds have been devoted to the health care of Michigan's senior
citizens under this program in the 45 months."
Michigan's doctors of medicine vigorously supported the adoption of the Michigan Kerr-Mills MAA law,' and successfully twice labored for its later liberalization when need for amendment was indicated. This law is a part of the physiclans' positive program for the provision of the full range of medical and hospital
care which a medically indigent senior citizen requires. It is obviously doing the
job. Michigan does not need the King-Anderson bill.
The King-Anderson proposal, in fact, would impose upon Michigan citizens an
additional social
security tax burden exceeding $110 million per year (in the first
year alone). 5 For this huge sum, the proposed bill would furnish only limited
hospital and medical benefits, providing such benefits to all, even those who did
not need Government assistance.
This more than $110 million would largely be paid by Michigan taxpayers whose
annual incomes are less than $5,400 per year.
In our view, members of the committee, those who persist in advocating the
King-Anderson bill should prove the need for such costly Federal monopoly of
health care. We point out that the need cannot be found in Michigan. Furthermore, we insist that they prove the need for such a program by the use of facts,
not emotional slogans.
The Michigan State Medical Society is deeply appreciative of the opportunity
to submit this statement, along with the attached references, for the committee's
record.
[Reference No. 11.
The aged person has a 1-In-6 chance of going to a hospital In a given year, somewhat higher odds than for the peron under 65.
Source: Background facts on the financing of the Health Care of the Aged, Special
Committee on Aging, U.S. Senate. Excerpts from the "Report of the Division of Prorm Research, Social Security Administration, Department of Health, Education, and
elfare," May 24, 1962. Printed for the use of the Special Committee on Aging, U.S.
Government Printing Office.
8 Reference No. 8, attached.
4 Reference No. 4, attached.
$Reference No. 5, attached.
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Michigant Hospital Assoo

tion, inventory of hospitalized aged, July 11, 1962,
and July 11, 1963
[Reference No. 2J
Wayne County
1062

Total adult patients:
Number ---------------------------------8, 085
Percent ----------------------------------100
Patients 65 and over:
Number --------------------------------1, 720
Percent ---------------------------------21.3
------------------------ 48
Number of replies
Sources of payment for patients 65 years and
over:
Medical assistance for the aged (MAA):
Number...-----------------------------87
Percent --------------------------5.1
Old-age assistance (OAA):
Number -------------------------------38
Percent -------------------------------2.2
County welfare:
Number ------------------------------37
Percent -------------------------------2.1
Blue Cross:
Number -----------------------------1,097
Percent ...----------------------------63.8
Commercial Insurance:
Number ...............................
148
Percent -------------------------------8.6
Private payment:
Number..-----------------------------213
Percent .------------------------------12.4
Other or unknown:
Number..-----------------------------100
Percent -------------------------------5.8

Total Michigan
1962

1963

1963

7,480
100

17,967
100

19,870
100

1,734
23.2
44

4,545
26.3
174

5.295
26.6
182

128
7.4

398
8.8

542
10.2

56
3.2

223
4.9

294
5.6

67
3.9

207
4.6

255
4.8

1,097
63.3

2,242
49.3

2,564
48.4

169
9.2

672
14.8

827
15.6

185
10.7

652
14.3

706
13.3

42
2.4

151
3.3

107
2.0

Average rate of pay for hospitilizationof MAA patients
1962
Wayne County ...............................................
Total Michigan ...............................................

$27.19
24.17

1963
$27.48
25.11

Percent
change
+1. 1
+3.5
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[Reference No. 3]
Aedical asf80tanCc for the aged-Cumulative data beginning of program
through June 1964
Classification of certification and expenditure

Cumulative
total

Total certifications -------------------------------

Average per
month I

June 1964

70,859

1,675

1,692

Class of service:
Inpatient hospital care ---------------------------Medical care facility -------------------------------Outpatient clinic ----------------------------------Physician's office ----------------------------------lome nursing--------.----------------------------

46, 06
10,846
6,692
582
2,293

1,042
241
149
13
64

1,103
234
161
10
68

Aid to the blind -----------------------------------Aid to the disabled ---------------------------------

46
138

Nursing home ............................ --------- .
Recertification ----------------------------------------Initial certifications (no prior service or reopened) ------Prior assistance:
Old age assistance ---------------------------------Direct relief .....-----------------------------------No prior aid --------------------------------------Initial certification (no prior service) I---------------Certifications reopening case ............----------------

3,540
23, 594
47,265
5,655

08
524
1,051
126

1
3

116
667
1,125
73
0
3

430
40, 996
36,540
10,725

10
911
312
239

1,045

Total expenditures (100 percent) ---------------

$66,179,912.55

$1,481,301.65

$2,000,199.49

Hospital inpatient care -----------------------------Medical care facility ----------------------------------Outpatient clinic
-------------------------------Physicians' services -----------------------------------Home nursing -----------------------------------------

29, 580,793.12
31, 690. 070. 46
112,74.82
2, 413, 777. 53
113,439.02

672, 290.75
720, 228.88
2. 562.61
4,88, 58
3,241.11

850,729.24
1, 01E, 348. 18
3,340.15
69, 584.71
.'"31.13

Applications denied or withdrawn ----------------------

Nursing home care -------------------------------------

12,419

1,269,077.60

270

36,259.36

4
637
488
246

63,.',66.08

1Certifications divided by 45 months (October 1960 to Juno 1064) except home nursing and nursing home
care (divided by 36 months). Expenditures divided by 44 months (November 1960 to June 1964) except
home nursing and nursing home care (divided by 35 months).
Undupllcated count of different persons certified for service under MAA since beginning of program.
Source: State of Michigan, Department of Social Welfare, July 24, 1964.
[Reference No. 4]
STATE OF MICHIGAN
PuBLIO AcT No. 2 OF 1960 (THE MEDICAL ASSISTANCE TO THE AGED LAW), AS
AMENDED, 1961, 1964

An ACT to provide medical assistance for the aged; to prescribe the terms and
conditions for such medical assistance; to prescribe the powers and duties of the
state department of social welfare and certain other state officers and agencies;
to authorize the transfer and expenditure of state funds; and to prescribe penalties for the violation of this act.
The People of the State of Michigan enact:
SEC. 1. This act shall be known and may be cited as the "medical assistance
for the aged act."
SEC. 2. As used In this act:
(a) "State department" means the state department of social welfare.
(b) "Commission" means the Michigan social welfare commission.
(C) "County bureau" means the county bureau of social aid.
(d) "Medical assistance for the aged" means medical and ancillary services
as described and circumscribed in this act rendered persons eligible therefor.
(e) "Annual income" means income received during the 12 months preceding
or anticipated during the 12 months following application for medical assistance
under this act.
(f) "Medical institution" means a hospital certified by the state health conimissioner or a county medical care facility.
Szc. 3. The state department shall establish a program for medical assistance for the aged under Title I of the federal social security act, as amended by
Public Law No. 778 of the 86th Congress. Medical assistance for the aged shall
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be granted to any resident of this state 65 years of age or older who meets all
of the following conditions:
(a) He has made application therefor in -the manner required by the state
department.
(b) He is not receiving old age assistance.
(e) His need for the type of medical care available under this act for which
application has been made has been professionally established and no payment
for it is available through the legal obligation of a contractor, public or private,
to pay or provide for such care without regard to the income or resources of the
patient. No payment shall be made under this act for any hospital service for
any injury, disease or disability for which the patient is entitled to hospitalization or the cost thereof under the workmen's compensation law; except that
payment may be made if an appropriate application for hospitalization or the
cost thereof has been made under the workmen's compensation law entitlement
thereto has not been finally determined, and an arrangement satisfactory to the
state department has been made for reimbursement if the claim under the workmen's compensation law is finally sustained.
(d) He, if unmarried, or not living with the spouse, has an annual income
from all sources of not more than $1,900.00. If he is married and living with t:he
spouse, he may have an annual income, including the annual income of the
spouse, of luot more than $2,700.00.
(e) He if unmarried, has liquid or marketable assets of not more than
$1,500.00 in value, or, if married, he and the spouse have liquid or marketable
assets of not more than $2,000.00 in value. Excluded in making the determination
of the value of liquid or marketable assets are the values of (1) the homestead,
(2) clothing and household effects, (3) cash surrender value of life insurance,
and (4) not to exceed $1,000.00 of the fair market value of tangible personal
property used in earning income.
(f) He has made no assignment or t;aniifer of any real or personal property
or income within 5 years immediately nrccf Ang the date of application for assistance under this act fox the pt,- cue of qualifyingg for medical assistance for
the aged or for any form of assis;tnce grnted under the social welfare act, or
for the purpose of increasing the amount of medical assistance for the aged
or any formt of assistance granted under the social welfare act or for the purpose
of precluding recovery.
(g) He is not a patient in any institution as a result of a diagnosis of tuberculosis or mental disease.
(h) He is not an inmate of a public institution except as a patient in a medical
institution.
SEc. 4. Eligibility for medical assistance for the aged shall be determined by
the county bureau in which the application was filed. When eligibility has been
established, the county bureau shall notify the county social welfare board of
the county in which the applicant resides and list the type of services under this
act which are required. The county social welfare board shall make provision
for the services as long as needed or until notified by the county bureau that
eligibility no longer exists. Service shall not be resumed after discontinuance
without a new notification from the county bureau. The state department shall
pay the county social welfare board for services provided under this act, after
approval of each invoice by the county bureau, not less than 130% of the amount
thereof from moneys available in a special medical assistance for the aged
subaccount hereby established as part of the medical assistance account created
by section 11 of the social welfare act, as amended. The commission may reduce
the services available under this act to the extent necessary to keep payments
from the subaccount within the appropriation available. The state department
may determine the propriety of all claims for services rendered under this act.
SEO. 5. The state department may file a claim for reimbursement from the
estate of a deceased recipient of medical assistance for the aged for payments
made during his lifetime but no claim shall be paid until after the death of a
surviving spouse if there is one except a claim made in respect to Impropmer payments of medical assistance. All claims under this section shall be fifth class
claims.
Sac. 6. The powers and duties of the state department and the county departments of social welfare relating to the administration of federally subsidized
programs under the social welfare act are hereby granted and imposed on these
departments insofar as applicable to medical assistance for the aged. Such
rules and regulations shall provide safeguards which restrict the use or disclosure
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of information concerning applicants and recipients to purposes directly connected
with the administration of this act. A hearing shall be provided any applicant
or recipient of medical assistance under this act as provided in sections 9 and
37 of the social welfare act. The commission shall adopt all necessary rules and
regulations for implementation of this act in accordance with Act No. 88 of the
Public Acts of 1943, as amended, being sections 24.71 to 24.82 of the Compiled
Laws of 1948, and subject to the Act No. 197 of the Public Acts of 1952, as
amended, being sections 24.101 to 24.110 of the Compiled Laws of 1948.
So. 7. Persons eligible for medical assistance shall be entitled to the services
enumerated in section 8, 9, and 10 of this act. Such services shall be rendered
upon certification by the attending licensed physician that a service is required
for the medical treatment of an individual. The services of a medical insti.
tution shall be rendered only after referral by a licensed physician and certification by him that the services of the medical institution are required for the
medical treatment of the individual, except that referral shall not be necessary
in case of an emergency. Periodic recertification that medical treatment which
extends over a period of time is required in accordance with regulations of the
State department shall be a condition of continuing eligibility to receive medical
assistance.
SEo. 8. Hospital services to which an eligible person is entitled, when furnished
by a hospital certified by the state health commissioner or by a county medical
facility approved by the department, shall not exceed those services furnished
by the Michigan hospital service corporation under its comprehensive hospital
care certificate in effect on September 1, 1960, and on file with the state commissioner of insurance, as determined by the state department. The period of
inpatient hospital service shall be the minimum period necessary in this type of
facility for the proper care and treatment of the individual.
SEC. 9. Physicians' services to which an eligible person is entitled shall not
exceed those services furnished by the Michigan Medical Service under its M-75
Blue Shield plan in effect on September 1, 1960, and on file with the state commissioner of insurance, as determined by the state department.
SEC. 10. Effective July 1, 1961, home nursing service may be provided to the
extent found necessary by the attending physician and the state department.
Following hospitalization for acute illness, care in a state licensed nursing home
nmy be provided for not to exceed 90 days in any 12 months' period.
[Reference No. 5]
ECONOMIC IMPLICATIONS OF THE PROPOSED HOSPITAL INSURANCE ACT OF 1963
(KING-ANDERSON)
(NOT TAKING INTO ACCOUNT THE TAXING FEATURES OF

1.k. 11865)
COST TO THE EMPLOYER AND EMPLOYEE

The projected social security tax on employer and employee under the present
social security law, and excluding King-Anderson, will be 7% percent on the
first $4,800 of income as of January 1,1965.
7% percent of $4,800=$348
King-Anderson would increase this tax rate from 71/ percent on the first
$4,800 of income to 7% percent of the first $5,200 of income beginning January
1, 1965.
7% percent of $5,200=$403
This would result in a tax increase of $55.
$403-$348=$55
This represents an increase of 15.8 percent.
.158
348 55.00-15"8%
COST TO MICHIGAN

Estimates as to the effect of the above provisions on Michigan social security
taxpayers hinge upon two considerations:
(1) The normal social security tax picture in 1965 excluding King-Anderson ;
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(2) The overall percentage Increase indicated by King-Anderson (recognizing that not all social security taxpayers would be subject to the maximum
taxable base of $5,200).
The Michigan State Medical Society Economic Department, in consultation
with the AMA Department of Economic Research, has made estimates regarding
these two critical Items as follows:
(1) The anticipated social security taxes to be paid In 1965, excluding
King-Anderson, are estimated at $915.1 million.
(2) The overall percentage rate of increase Indicated by King-Anderson is
estimated at 12.1 percent.
This means that under King-Anderson the estimated additional 1965 tax payments for Michigan social security taxpayers will be $110.7 million.
$915.1X 12.1 pereent=$110.7
For this same expenditure Michigan could build a Mackinac Bridge every yearand still have a surplus of $10 million.

STATEMENT

OF THE

KENTUCKY STATE MEDICAL ASSOCIATION ON

I1.R. 11865, 88TE"

CoNGREss, nY GEORGE P. ARCjiER, M.D., PRESIDENT

Mr. Chairman and members of the committee, the Kentucky State Medical
Association Is grateful for this opportunity to express its views on H.R. 11865.
This is a subject in which the medical profession has a deep and continuing interest. The association hopes that you will find its comments helpful to your
committee's discussion and deliberations.
The Kentucky State Medical Association is composed of approximately 2,200
practicing physicians. The association was founded in 1851 with the continuing
purpose of extending and elevating the quality of medical science and knowledge,
to raise and maintain the standards of medical education and to better the medical profession's service to its patients by uniting with similar State medical
societies to form and maintain the American Medical Association. It is consistent and with these purposes that the physicians of Kentucky present evidence
to this committee of the adequacy of our current MAA program and to offer information on the scope of coverage under nongovernmental health insurance plans.
Unwarranted criticism.
In spite of Kentucky's not being a wealthy State, it was preceded only by
Michigan and West Virginia in enacting enabling Kerr-Mills legislation. With
this accomplishment the Kentucky Kerr-Mills program has been criticized in the
past, and continues to be misrepresented, as being too limited in benefits, too rigid
in its eligibility requirements, and too inefficient In terms of administrative costs.
We know, and would like to respectfully demonstrate to you, that these criticisms
are not warranted.
Eligibility liberalized
Kentucky's indigent medical care program, which includes MAA, was inaugurated on January 1, 1961. This was a new program, and we had no guidelines
from past experience to assist in formulating our benefit structure. Understandably, Kentucky wanted the program to grow and develop in a manner both
orderly and fiscally sound, so the program began modestly. Since that time,
however, it has been revised and expanded as experience and need have demonstrated the desirability to change. For example:
On January 1, 1961, the MAA program was open to persons 65 years of age
or older residing in Kentucky who had an annual income of not more than $1,000
if single, and $1,500 if married. The same year, in September 1961, gross annual
income was raised to $1,200 for single persons and $1,800 for married couples.
Last year, on April 1, 1003, the eligibility requirements were further liberalized,
and the annual gross income limits for single persons were raised to $1,600
and for married couples to $2,400.
At the inception of the program, our department of economic security estimated that 87,000 of our population over age (35 were potentially eligible for MAA
benefits. By July 1, 1964, 30,549 had applied and of this number 26,744 qualified.
Because of deaths, accumulation of assets, other sources of income and transferring from MAA to OAA, only 16,750 recipients were eligible to receive benefits.
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Expansion of benefits
Initially, our MAA program benefits were broad in scope, but somewhat limited
in extent. The physicians were paid for two home and office visits per month
and the hospital was paid for 3 days of service. This, however, did not mean
that patients were summarily discharged from the hospital at the conclusion of
3 days' stay. They continued to receive necessary hospitalization and medical
care just as they have for past years. Physicians' visits to the hospitals were not
Included in the coverage, and only certain emergency care by dentists was allowed. Physicians, being taxpayers, agreed as an association that they would
be willing to eliminate physicians' fees for in-hospital visits.
The program benefits have been expanded, and today the recipients are eligible
to receive hospital care for 10 days per hospital admission with a liberal readmission policy. Among other improvements in the program are dental services which
now may include extractions and fillings and the treatment of conditions involving pain, infection, or hemorrhage. Patients are entitled to 18 physician
home or office visits per year with additional home and office visits where necessary by authorization.
Program recipients preauthorized to need skilled nursing care are eligible to
receive benefits for an indefinite period of time. All licensed nursing homes are
eligible to participate on a fiat rate basis. Homes meeting high criteria of attainment are eligible to participate on a reimbursable cost basis for 120 days per
calendar year.
Projected expansion of program
Although the Kentucky MAA program has been repeatedly broadened and
liberalized since its Inception, it will not stand still at present levels. Already
the program has been projected into the future and further expansion is planned.
On July 1, 1965. eligibility will be further liberalized by increasing the annual
gross income limits to $2,400 for single persons and $3,000 for married couples.
Benefits have also been projected to July 1965. Payment for hospitalization
will be Increased from 10 to 14 days with a provision for an extension of an additional 7 days upon authorization. Physicians' coverage will be increased, as will
coverage for dental work which will be expanded to include diagnosis and treatment of dental Illnesses and the repair of dentures. Provision for "high criteria"
nursing home care will be still further expanded to 180 days, and home nursing
visits will be added as an entirely new feature of the program.
The Kentucky MAA program has been well accepted by our elderly people, as
well as by the vendors of medical service-i.e., hospitals, nursing homes, pharmacists, physicians, and dentists. With the expansion of the hospital benefit
period to 10 days per admission, it Is now estimated that the program covers
82 percent of the cost incurred by hospitals on program beneficiaries and pays
for the total cost Incurred by approximately 82 percent of those admitted under
the program.
As time goes on and Kentucky's experience grows, the program will be subjected to even further revision. In this way, soundly and with an understanding
of the needs of our people, Kentucky is developing a program of medical assistance for the medically needy in which the Kentucky State Medical Association
takes pride. A program Intentionally contained in a modest beginning is maturIng into a record of continuing progress.
Administrative costs
Finally, the question of "administrative costs" has been the object of some
concern to those who choose not to believe in Kerr-Mills. These facts should
again be examined. In the first 3 or 4 months of the program, administrative
costs were approximately $1.24 for each dollar of benefits paid. It should be
remembered, however, that the entire concept was new and it took a great deal of
money to hire and train staff, set up necessary mechanisms of administrationi.e., rent, office equipment, etc., and develop efficient methods of operation. It
also took time to bring into the program those needing financial and/or medical
help. Today, the program's administrative costs are only 6 percent of the total,
with a foreseeable lowering to 9 percent. It appears then that in the relatively
short time that Kerr-Mills has been implemented in Kentucky, administrative
costs have fallen from an initial 124 to 6.14 percent as of June 30, 1964. We believe that this answers the charge of excessive administrative cost and demonstrates the ability of Kentucky to care for those who need help in an economic
and efficient manner.
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More of the Kentucky 8tory
Obviously, the "Kentucky story" Is more than our medical assistance to the
aged program. Of the 3 million people living in Kentucky, the Health Insurance
Institute has reported that as of December 31, 1961, over 1.8 million have purchased health care coverage either through a commercial Insurance company or
through Blue Cross-Blue Shield. We know that over 85,000 of our aged are
covered by Blue Cross-Blue Shield alone, and It would be a realistic assumption
to place the number of those over 65 who are covered by a commercial Insurance
policy at about the same figure. Of the 292,000 senior citizens In Kentucky,
approximately 170,000 are protected by privately purchased voluntary health care
coverage.
In addition to those presently covered by the voluntary prepayment system,
private industries such as Southern Bell Telephone & Telegraph Co., Ford Motor
Co., General Motors, United Mine Workers, Green River Steel, Newport Steel,
and Armco Steel are now providing health care programs for their retired employees. Other volunteer groups, labor, management, medicine, teaching profession, local government, and the people themselves in Kentucky, have demonstrated beyond the slightest doubt that through our voluntary efforts we are
caring for those unable to provide medical care for themselves.
During the 4 years of the Kerr-Mills' existence in Kentucky, we have had an
opportunity to observe Its growth, and we know It is providing an ever-increasing
service to MAA recipients. Private insurance and voluntary efforts continue to
grow and fill the needs of the people of our State.
We wish to express our appreciation for the privilege of presenting the association's comments on H.R. 11865 and request that these views be Incorporated
in the record of your hearings.
INDIANA

STATE MEDICAL ASSOCIATION SUBMITTED BY DONALD
PRESIDENT

E.

WOOD,

M.D.,

AUGUST 12, 1964.
Senator HARRY F. BYRD,

Chairmanof the FinanceComm ittee,
U.S. Senate,
Washington, D.C.
DEAR SENATOR AND MEMBERS OF YOUR COMMITTEE: Y6-, currently have before
you II.R. 11865 (Social Security Amendments for 1964) as adopted by the House,
concerning the increasing of benefits under social security and the adding of
physicians to those compelled to pay social security taxes.
You are currently holding hearings on this measure and we desire to make
the following a matter of record as a statement from the Indiana State Medical
Association.
We beg the indulgence of your committee to take action, removing physicians
from this bill. Under the provisions, if retained, and physicians are compelled
to pay the social security tax, you are, in effect, raising the cost of medical care
to the people of the State of Indiana. Under the rates, as projected for physicians, you will be collecting approximately $1-% million per year from Indiana
doctors, which Is, naturally, a cost of doing business which will be passed on to
the consumer, as are all expenses of doing business.
Physicians, as a group, generally, do not retire from practice until totally
disabled, and more often only upon death. Therefore, there Is very little likelihood that many of the physicians, or their families, in our State would ever
benefit from this program. Should you insist on retaining physicians under this
bill, it might be a factor In encouraging about 10 percent of the physicians in
Indiana to retire earlier, as has been the case in industry and commercial forms
of business. If this would occur, we would be faced with a tremendous physician
shortage, which, again, would reflect upon the care and the health of the people
of our State. While we are aware that a percentage of physician members of
our association are covered by social security for one reason or another, and
others are Interested In being covered; nevertheless the poll taken of our ynemhorship Indicates 3-to-1 opposition to compulsory Inclusion under social security.
For example, In 1965, under the proposed rates, you would extract $307.80
per physician per year. In 1966 this would increase to $324 per physician per
year, In 1968 it would increase to $367.20, and in 1971 to $388.80 per physician
per year. The average age of physicians in our State being what it is, a physician of 30 years of age, making a $350-per-year investment in private Insurance
retirement programs, at age 74, the usual retiring age, if they do retire, would
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have a cash value lump sum of $40,395 at 4 percent. If this money were invested
in funds producing an 8-percent rate he would have a lump-sum benefit of $124,932, or he would have a monthly life annuity on a 4-percent rate of $388 per
month, or a monthly life annuity on an 8-percent rate of $1,199 per month.
A man of 40, investing the same amount of money would accumulate $24,450$55,519-and monthly life benefits of $235 and $533, respectively. Even a man
of 50 years of age, ln-esting $350 per month in private programs would obtain
monthly lifetime annuities at $131 and $224.
Most of the physicians have taken advantage of this type of program through
private carriers and, therefore, we see no reason for this additional tax which
would influence the cost of medical care being added as a burden to the physician
and his patients.
We, therefore, urgently request that your committee remove physicians from
this proposed legislation.
SOUTH CAROLINA MEDICAL ASSOCIATION

Statement to: The Committee on Finance, U.S. Senate, Washington, D.C.
In behalf of: The South Carolina Medical Association, by Dr. Frank C. Owens,
Columbia, S.C., president.
Subject: H.R. 11865, Social Security Amendments for 1964.
The purpose of this statement is (1) to describe the means now available for
payment of the medical and hospital care of citizens of South Carolina over age
65, and (2) to emphasize the adequate provisions already made by Government
through the Kerr-Mills Act for the care of the aged in South Carolina.
The South Carolina Medical Association is an eleemosynary corporation
chartered in the year 1904. Among the purposes stated in its charter and for
which it is maintained are: extending medical knowledge and advancing medical
science; elevating the standards of medical education, and securing the enactment and enforement of just medical laws; promoting friendly intercourse among
physicians; protecting them against imposition; and enlightening and directing
public opinion in regard to the great problems of medical care, so that the profession may be more useful to the public in the prevention and cure of disease,
and in prolonging and adding comfort to life.
Its membership has approximately doubled in the past 15 years as the number
of physicians entering practice has kept pace proportionately with the increase
in population of the State.
Since 1944, the association has been engaged in a positive program designed
to relate its activities and the services of its members to the needs of the entire
population. The initial task undertaken by the association, after the institution
of is 10-point program in 1944, was the passage of enabling legislation for the
organization of a nonprofit hospital service plan. Previous to that time, the
hospital association of the State had made considerable effort along this line,
but not until the South Carolina Medical Association began its positive effort
in that direction was it possible to secure passage of a statewide law. The act
was passed in 1945 and became operative in 1046. It is entirely accurate to
say that without the efforts of the doctors of South Carolina through their
association, such legislation would not have been enacted at that time, if at all.
The South Carolina Hospital Service (Blue Cross) Plan was organized shortly
afterward and has operated successfully since. The scope of its coverage and
extent of its services to the citizens of the State have been expanded regularly,
and continue to increase.
In April 1948, again through the efforts of the medical association, additional
enabling legislation was adopted by the general assembly of the State to provide
for the organization of a nonprofit medical service plan. Pursuant to that
act, South Carolina's Blue Shield (the South Carolina Medical Care) Plan was
formed and operates through the cooperation and participation of the members of
the association.
The foregoing facts will demonstrate the association's early interest In
tie provision of medical care for all the people of the State at prices which
they could afford to pay, whatever the income bracket. It will be noted that
they antedated by several years the first determined effort in Congress toward
comnulsory health insurance legislation.
In 1948, the association sponsored and secured passage of an act appropriating
State funds for financing eight scholarships at the Medical College of South
Carolina, for students of medicine, who, in return for such scholarships, would
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agree to practice an equivalent number of years in a rural community designated
by the State department of health upon the basis of need for doctors.
Beginning in 1946 and during the ensuing years, this association combined the
weight of its influence with that of the trustees and other officials of the Medical
College of South Carolina for a broad expansion program at that institution.
The then president of the association appeared before a joint meeting of the
Senate and House of Representatives of South Carolina to assist in what proved
to be a successful effort to obtain appropriation of more than a million dollars
by the State toward the cost of such expansion. As a result of the latter, the
total number of young doctors graduated each year from the medical college
was increased from 40 to 80.
The kerr-Mills law was passed by Congress in the fall of 1960. At the next
session of the General Assembly of South Carolina, in the spring of 1961, officials
of the South Carolina Medical Association, in cooperation with the director of
the department of public welfare of the State, sponsored legislation to Implement
the act in South Carolina, the president and other officers appearing at hearings
before the committee on ways and means of the State house of representatives
in behalf of the bill. It was enacted into law and became effective July 1, 1961.
At the suggestion of association officials, and with the full endorsement and cooperation of its members, any provision for payment of professional fees from
Kerr-Mills funds was omitted. Therefore, despite the authority therefor granted
by the act of Congress, no money from the Federal Government or the State
government under the Kerr-Mills law is used In the payment of professional fees
for physicians in South Carolina.
By reason of all the foregoing, we respectfully submit that this association and
its members are qualified to speak and are entitled to be heard on the subject of
the means of providing hospital, nursing home, or medical care for the citizens
of the State.
Now, as to the specific benefits available to persons over 65 under Kerr-Mills:
A. Institutionalmedical care
1. Hospitalization.-(a) Coverage.-General hospital care is provided an individual who (1) has been certified by the county welfware department as meeting the need and other eligibility requirements, and (2) has been certified by a
physician as acutely ill, injured, or has a sight-endangering condition, with
hospitalization being essential for treatment. Conditions diagnosed as either
tuberculosis or psychosis are excluded, except for a period of 42 days of hospitalization for such conditions. Provisions for out-of-State hospitalization are
included, provided the recipient is a resident. Hospitalization will be provided
for a recipient for as much as 40 days in any 1 fiscal year.
2. Nursing care.--Nursing care in a public medical or private institution
licensed by the South Carolina Board of Health is provided under the program.
Where possible, an effort is made to limit such care to a period of 3 months, but
this is extended in unusual cases Involving long-term treatment.
B. Noninstituttonalmedical care
In addition to the foregoing, the program in South Carolina provides for the
following:
1. Outpatient hospital or clinic medical care servicc.-(a) Emergency room
8ervice.-This service will include drugs administered in the emergency room,
oxygen, small casts, sutures, dressings, and so forth, administered to emergency
cases seen and treated in the emergency room, but not admitted to the hospital.
(b) Organized clinic service.-This service will include drugs administered
in the clinic, oxygen, dressings, cast removal, and so forth, routinely used in the
treatment of patients in an organized clinic.
(c) Special diagnostic and therapeuticscrvtces.-In addition to payments for
emergency room and clinic services when requested through those departments
or on the basis of a direct request from a private physician, the following services will be provided:
(1) Laboratory procedures: This service will include ail examinations of
urine, blood, sputum, stool and tissue specimens, both gross and microscopic,
and metabolism tests.
(2) X-ray and radioisotope procedures: This service relates to diagnostic
procedures.
(3) Intravenous solutions: This service relates to the administration of
intravenous solutions, regardless of the size of the dose.
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(4) Minor surgery: This service Includes biopsies, excisions of pigmented
nevi, and so forth.
The foregoing services are available to single persons having an annual income not exceeding $1,400, or to a man and wife whose combined annual income
does not exceed $2,400. Ownership of a homestead does not disqualify a recipient
otherwise eligible. The cash loan or surrender value of an applicant's life insurance on the first $1,000 face value, if single, or $2,000 in case of a man and
wife, are exempt from consideration of eligibility or from the requirement that
it be applied to payment for care received under the program. Likewise, exempt
are the first $500 of savings of an individual, If single, or the first $800 savings
of a man and wife living together, and also the value of such personal property
items as automobiles, household furnishings, and farm equipment.
According to the records of the department of public welfare, as of February
1961 there were in South Carolina approximately 150,600 people over' the age
of 65. Of these, there were 34,000 on the public welfare rolls (OAA). Fiftyfour percent of the total, or 81,324, received an annual income of less than $1,000,
some of whom may have been covered by OASDI. Generally speaking, it is the
latter group, therefore, with which the Kerr-Mills program is concerned, although, obviously, considerably more than this number will be Included under
the higher annual income of $1,400.
Now, let us look briefly at the extent of the service which has been rendered
under the program. During the fiscal year ending June 30, 1963, the last full
year of operation for which figures are now available, the program paid for hospitalization of 5,670 patients, representing 66,578 patient days. The total amount
paid to hospitals for these cases was $1,330,546.37. Nursing home care was provided for 489 patients, representing 12,580 patient days, for which a total of
$50,138.33 was paid to nursing homes. In addition, payment was made for
service to a total of 3,407 outpatient cases.
. Of the total expenditure of $1,409,293.20 for medical assistance during the year
July 1962-July 19063, the State of South Carolina paid 20 percent or $281,854.64,
and the Federal Government 80 percent or $1,127,438.56.
According to the director of the department of public welfare, the extent and
cost of services under the program are increasing steadily. There are now 12,000
on the eligible list for Kerr-Mills benefits, and there are many more who are eligible but have not established eligibility.
The foregoing information demonstrates:
(1) The recognition by South Carolina citizens of their responsibility in
the field of medical, nursing, and hospital care for the aged.
(2) Their willingness to cooperate with the Federal Government in providing the needed assistance.
(3) The fact that the benefits are available to the group for whom they
are intended-those of modest income, able to provide for their ordinary
needs, but unable to bear the burden of serious illness and the cost of institutional care.
It is obvious, we submit, that such a program is vastly preferable to one which,
through a substantial increase in social security taxes for everyone, would undertake to provide limited hospital and nursing home care for millions who would
prefer to buy their own private insurance coverage from Blue Cross-Blue Shield
or other commercial companies, or whose financial circumstances are such that
they do not need to provide insurance coverage at all.
FRANK C. OwENs, President.
STATEMENT OF THE MISSOURI STATE MEDICAL ASsOCIATION SUBMITTED BY LEONARD
T. FURLOW, M.D., PRESIDENT

Re H.R. 11865
The following statement concerning H.R. 11865 is being filed on behalf of approximately 4,000 Missouri physicians who are members of the Missouri State
Medical Association.
We hereby record our opposition to the King-Anderson bill being substituted
for or added to the House-passed legislation, as well as to the so-called option
plan whereby recipients of social security would have the choice of increased
cash benefits of a hospitalization program.
Our reasons for opposing the King-Anderson approach to health care for persons aged 65 and over have been stated before. First, this method would pro-
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vide benefits regardless of ability to ray. it would not, as does the Kerr-Mills
program, operate on the sound basis of providing aid only to those in need.
Second, because all persons aged 65 and over would be eligible for benefits,
the cost would not only be prohibitive, but would force working people of today
to pay these higher costs in order that assistance be provided to very man and
woman over a certain age limit, whether such assistance is needed or not.
Third, such a compulsory plan for the aged under the social security system
would, of necessity, place unwarranted control and direction of our Nation's
health care in the Federal Government and would, thereby, disrupt the traditional doctor-patient relationship and free choice of physician which has built
and maintained a system of health care second to none in the world.
Finally, from our experience and knowledge of the needs of Missouri's elderly,
we are convinced that these needs can be taken care of at the State and local
levels. The last session of the Missouri General Assembly authorized increased
and expanded payments under the Kerr-Mills program. Along with local assistance programs and the steadily growing coverage of persons 65 and over by
private health insurance plans, it is apparent that whatever problem there is In
providing medical care for the aged in Missouri is being taken care of without
a costly Federal program.
We oppose the addition of King-Anderson to H.R. 11865 for the same reasons,
with an added emphasis on the cost factor. As Health, Education, and Welfare
Department Secretary Celebrezze stated to your committee, the social security
wage base woulld have to be raised from the $5,400 level of the House bill to
$6,600 in order to finance a King-Anderson program.
Moreover, placing King-Anderson on top of H.R. 11865 would probably result
in a combined social security payroll tax on employers and employees of at least
10 percent. Certainly, it would be impossible to have both the cash increase
provided in the Mills bill and King-Anderson without a major increase in either
the wage base, the tax rate, or both. It seems clears to us that advocates of
social-security-financed health care are determined to enact such a program,
regardless of the financial burden it would put on our working men and women,
or the danger it would pose to the continuing stability of the social security
system itself.
Similarly, we oppose the inclusion of a Federal program as an option to increased cash payments. This would not only lead to confusion and higher costs,
but would be a first step toward a completely compulsory King-Anderson program. As an "option," this scheme has the same inherent drawbacks it has
always had.
We would, therefore, urge each member of the committee to oppose any amendment in support of King-Anderson, or a similar program, as an addition, substitution, or option to increased cash payments.
We would also ask that you act favorably toward an amendment which would
eliminate that part of H.R. 11865 which brings private physicians under social
security coverage. Physicians do not generally retire at any certain age; in fact,
a majority of doctors in the United States continue to practice after they have
reache(l the 65-year mark. Thus, although the average physician would be required to pay into social security at a maximum rate, many of them would never
receive retirement benefits. We believe that a majority of physicians in Missouri and throughout the Nation oppose inclusion, and hope that your committee
and the Senate will take these views into account.
Thank you for your consideration and attention.
STATEMENT

OF TIE NEBRASKA STATE MEDICAL ASSOCIATION
R. E. GARLINGIIOUSE, M.D., PRESIDENT

SUBMITTED BY THE

In opposition to the type of legislation as proposed in the medical-hospital care
amendments to H.R. 11865; and compulsory inclusion of physicians under
social security
Mr. Chairman and members of the committee, the health care horizon for senior
citizens in Nebraska is unclouded, because Nebraskans have shouldered the responsibilities of providing adequate health services to any of their fellow
citizens in need.
Working hand in hand with the department of public welfare and the Governor's Commission on Aging, the Nebraska State Medical Association has Investigated every plwse of health care problems which confronts senior citizens
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in Nebraska. During the 1963 session of the unicameral, the NSMA worked
with the Nebraska Legislature in securing passage of a fair and broad Kerr.
Mills program. The association has labored with dedication alongside voluntary
care agencies. From an analysis of the facts available from all sources, including actuarial studies made by the irsurance section of the Governor's Conference
on Aging,1 the Nebraska State Medical Association concludes that Nebraskans
neither desire nor need the type of legislation as proposed in H.R. 3920, or any
similar proposal attached to H.R. 11865. As in the past, the members of the
NSMA are also unalterably opposed to any attempt to include physicians under
compulsory social security.
The objections of the people of Nebraska, and the Nebraska State Medical
Association to King-Anderson type legislation in any form, are threefold.
First, the cost of the proposed legislation is prohibitive and exorbitant. The
Nebraska taxes for medicare in 1961 would have been part of the $87.5 million
collected in social security, plus an additional $10 million.' By 1965, the tax
bite would have been $119 million plus $11.2 million to finance ,he proposed
legislation. Since there are only 174,000 persons in Nebraska over age 65, and of
that number about 7 percent, or 13,325, have received old-age assistance, the
cost to Nebraska taxpayers for each eligible beneficiary would be $804. This
figure compares with $277 per eligible beneficiary under the Kerr-Mills bill
passed during the 1963 unicameral session.'
Second, the senior citizens of Nebraska are adequately cared for and will continue to be adequately cared for through private voluntary health programs or
through old-age assistance and medical assistance for the aged administered by
Nebraskans who know and understand the needs of their State's residents.
In Nebraska there are about 174,000 people over age 65. Of this number, 7
percent, or 13,325 5, received OAA during 1962. During the biennium 1961-43,
Nebraska spent approximately $13 million in the operation of the OAA program
to provide all necessary health services to these needy citizens.' During the first
quarter of 1963 alone, the department of public welfare spent $1.797,425 on
OAA in Nebraska. This represented an increase of 2.4 percent over the previous
quarter although the caseload dropped 1.6 percent, for an average increase in
expenditures of 4.1 percent., Still more has been done. The 1963 session of the
unicameral implemented the Kerr-Mills legislation adopted by a majority of the
States. L.B. 100, introduced by special legislative permission by 12 senators of
both parties and urged by Gov. Frank B. Morrison in his second Inaugural
address 8 imposed a head tax on every working person in the State between the
ages of 21 and 60 to add additional health care for the aged. The bill provides
for hospitalization, nursing care, physicians care, dental care, care by an osteopath or chiropractor, a doctor licensed to practice podiatry or optometry, the
cost of drugs and medicine, and prosthetic appliances. The only limitation is for
persons who have families capable of meeting the necessary medical expenses
of the applicant. The Nebraska act prescribes that information regarding
applicants for such medical service shall be used only for purposes directly
related to the administration of that service. This legislation went into effect
In May 1964.
Public assistance programs are less than half the story in Nebraska. Two
private care plans alone cover the
health emergencies of more than 50,000
Nebraskans over 05 years of age.9 By July 1, 1965, the insurance section of
the Governor's Commission on Aging estimates that 73.5 percent of the people
over 65 would have private hospitalization coverage. This section also revealed
that at least 166 companies Issue insurance policies at age 65 or older. The
impact of these figures can be felt when they are compared with the 1960 figure
of 12 percent of the over-65's covered by health insurance in Nebraska.
I Report of the Subcommittee on Insurance, Governor's Conference on Aging, Lincoln,
Nebr., Aug. 23, 1960
2Annual statistical supplement of the Social Securlty Bulletin. 1961. table 23. Tax
Increase for the United States estimated at 11.1 percent per calculations by Economic
Research Department.
8 Population figures drawn from Congressional Record. May 17t, 1962 p 1018; recipients
of OAA based on quarterly averages supplied by Department of Public Welfare, State of
Nebraska, Quarterly Health Service Statistics, vol. 9, Nos. 1-4, and vol. 10, No. 1.
4 Lincoln Evening Journal, June 21, 1963.
OOp. cit., note 3, pt. B.
6 Ibid.
7 Quarterly Health Service Statistics, vol. 10, No. 1, p. 2.
8 Inaugural address of Gov. Frank B. Morrison. Jan. 3, 1903, p. 15.
9 Statement, Mutual of Omaha, Aug. 21, 1903; statement, Nebraska Blue Cross-Blue
Shield, August 1963.
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Nebraskans are rapidly making care facilities readily available to senior
citizens. As of 1963, there were 131 hospitals with 11,347 beds. Eleven of these
hospitals have geriatric wings which provide 297 beds for chronic Illness and
119 beds for skilled nursing services. Private old-age homes are springing up
rapidly over the entire State. As an example, the Good Samaritan Village in
Hastings has 196 beds for the occupants of the village, with 2 registered nurses
on duty, as well as 1 licensed practical nurse.
Third, Nebraskans are constantly reappraising their own health care problems and creating locally controlled and paid for solutions to them. In 1960,
the people of the State amended their constitution to create a department of
public welfare and to provide for officers of that department. 0 This department
has the responsibility of administering the health care programs through welfare.
It will administer and evaluate the
Kerr-Mills medical program toward necessary expansion In the years to come.1'
Beneath the framework of public health care programs in Nebraska Is the solid
foundation of medical assistance. Under the Kerr-Mills program the medical profession and other health vendors will provide services to the needy at a reduced
cost as part of their contribution to the program.
The medical profession is proud of the progress made In Nebraska in the health
care fields. They are proud of the role they have played in legislative study, in developing adequate laws and In Implementing them.
The medical profession in Nebraska, as in the past, is unalterably opposed to the
compulsory inclusion of physicians under the social security program, as proposed
In H.R. 11865. Their objections are based on the following reasons:
H.R. 11865 proposes to increase social security benefits, the rate, and the taxable
wage base to finance it. The costs of social security are not made stationary
by any regulatory means or guarantee. The self-employed physician's payment into the social security system would increase from $259 this year to over
$300 in 1965. By 1970, he would pay $388.
The objections of the members of the Nebraska State Medical Association
also rest on the fact that there lacks a balance between taxes paid and benefits
received. Social security taxes are constantly increasing and will ultimately
become exorbitant.
Physicians in Nebraska, and over the Nation, can use the amount of their
potential social security payments to purchase safer insurance, securities, and
Investments from private companies. Social security is not insurance, consequently no contract as such is present.
In conclusion, we urge that you direct your attention to our objections
to both of these issues which are of vital Interest to the people of the State
of Nebraska, its physicians, and the Nebraska State Medical Association.
Thank you, gentlemen.

MEDICAL SOCIETY OF THE

STATE OF NORTH CAROLINA,

SUBMITTED

BY EDGAR T.

BEDDINGFIELD, JR., M.D.

Mr. Chairman and members of the committee, my name is Edgar T. Beddingfield. I have practiced general medicine in the small coastal plain community
of Stantonsburg in eastern North Carolina for 13 years during which time I
have been closely involved in observing and meeting the medical service needs
of a cross section of the rural population which characterizes our State. As
the son of a long-time practicing pharmacist who, with a pharmacist uncle,
operated an areawide service drugstore in Clayton, N.C., I grew up to be
associated with people in many walks of life--farmers, merchants, textile laborers, business people of all types, the average run of citizen both in private enterprise and government, Inasmuch as my childhood home was only 15 miles from
the capital of the State. From the vantage of my home community, the drugstore in which I worked as a youth, my educational experience in academics
and the professional schools of pharmacy at the University of North Carolina,
and in medicine at Harvard (graduated in 1948) on through my residency at
Walter Reed Hospital and finally In my general practice, I sense there has been
more than a usual opportunity afforded me to observe the wants, needs, and
actual health services people desire and gain. This is true, particularly in
North Carolina, where I have given study and some leadership, over a good

10Cf. L.B. 113, 72d sess., Nebraska Legislature. 1961.
11Op. cit,, note 4.
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number of years, to the problems of medical care and the means by which medical care can and should be best purveyed to the citizens.
Many of the advances of medicine throughout all cultures have been episodical. The same may be said of its hindrances. History is replete with
darkened ages of medicine when man's mind has been closed or blinded by bias
and prejudices and where leadership has befallen to the less knowledgeable.
On the other hand In every movement in which medicine has been bound by ignorance and the feigned artfulness and designing of incapable leadership there
have arisen men of courage who could and did throw off the yoke of ignorance
and organized hindrances and so, through the centuries, the progress of
medicine has gone on particularly forward. Thus, it Is that we can now rightly
claim that the world has the best scientific medicine of all time and that the
arts and skills of purveying it here In America have not been equaled In any
previous time or place. Now, let us, In the United States, beware of those
proposals which put the proven aside and undertake, with haste, schemes of an
unproven nature the counterparts of which in other countries can be cited as
failures or inefficient in meeting genuine human medical and health needs,
particularly when compared with the American free system of choosing.
With these premises, I wish to direct attention to the proposition now
before the committee, the 1964 House amendments to the Social Security Act
(H.R. 11865) to which some propose to attach a version of medical care, similar
to the so-called King-Anderson bill, H.R. 3920.
In discussing this I do as a representative of the Medical Society of the
State of North Carolina and its 3,600 members of which I am an elected
councilor of a 1-county district in which capacity I serve on the prime
policy body, the executive council of the society and as chairman of the
society's committee on legislation. My society and most of its members have
studied each of these type measures, beginning with the propositions in the
early Murray-Wagner-Dingle bill, through the episode of Forand bill, the first
King-Anderson bill and the current King-Anderson proposal (H.R. 3920), lately
laid dormant after much review and astute study. I earnestly state that our
society and its members oppose any King-Anderson type of modification to this
bill. The principal points of our opposition to H.R. 11865 with inclusion of KingAnderson relate to the following:
1. The experienced success of present health care for the aged as provided
In existing programs of medical care of the needy aged in our State, combined
with the newly enacted Kerr-Mills implementation law, now fully encompasses
all of the adequate provisions of the Federal act for the health care of the aged.
The new State authority and appropriations do make it possible (despite senseless administrative delay) for the administration of all the major Kerr-Mills
priorities of services which are vital to the medical care of the aged. Possible
needs beyond those provided in this act are not apparent to physicians in our
State nor substantiated by any other group which has seriously studied the
matter. And King-Anderson Is a very poor substitute in relation to envisioned
services required by needy aged.
2. Existing Federal and State laws encompass fully all the known essentials
to adequate medical care of the aged and new legislation proposes no other
essentials. Moreover, under law these programs may be constantly expanded
to meet newer concepts of adequacy and efficiency of the same essentials.
3. The expense, proposed If King-Anderson were attached to H.R. 11865 Is
too great either as provided or ultimately implied to justify its limited schedule
of benefits, comparable to those going programs in the State which offer greater
benefits to the needy at less expense and which may be expanded when needs
and priorities develop beyond present provisions. Yes, improved to meet any
imaginable concept related to vital need, medical or economic, under voluntary
concepts. To our knowledge, it is much more in reason and justified to spend
whatever public funds are necessary to restore a given individual's health
(provided he Is unable to provide such funds himself) as opposed to the KingAnderson proposal which provides limited help to a given patient irrespective
of the patient's economic status or ability to provide his own care.
4. The philosophy contained in any compulsory social security Is neither supportive of active medical care programs in operation in the State nor by Its
taxing features will it increase the capacity of the people in a community to
support going programs, private and public, of known and listing benefit to the
needy aged of the State and would, therefore, be contrary to the progress manifestly in effect in our State of caring for all the needs of its citizens, including
the identifiable aged needy of our total population among other needy.
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You are aware that North Carolina is a youthful people-near a quarter of the
population encompassed in its educational system which through constant expansion bids well to enchance the economic and cultural level of all so that we
shall anticipate less illiteracy and poverty in coming generations. Our industrial
and agricultural systems are expanding and progressively bear evidence of
greater know-how and of economy to embrace and forestall the vicissitudes of
the future. Our aged population (6.9 percent) is minor in comparison to our
youth and much below the national average (9 percent). Cur educational and
health programs will not tend to spawn ignorance and frailness of human need,
but rather develop a teamwork of producers out of our labor and industry to
actually disrupt what our Governor has termed the "cycle of poverty."
And, by planning and saving for the needs of late life, intercurrent illness and
latent handicap, we shall minimize the needs of the aged. Under these trends
we hope by research and practical controls to reduce the incidence of physical,
mental, and economic disability attributable to disease processes to the point our
older citizens will arrive at the threshold of retirement a more adequate individual, able to cope with the manifest problems of old age and the essential adJustments thereto without the deadening influence of largess by Government
and we shall then see a heartening generation of older people prepared for the
good years of life. I have the explicit faith that unhampered medical science
can and will play a leading part in these exciting events, but it can scarcely do
so with the encumbrances of a governmental system such as would characterize
the legislation at issue and that which would surely follow its pattern to an all
encompassing medical care scheme. It is on these points of issue that I submit
this statement to you In opposition to amendments to H.R. 11865 or opposition to
King-Anderson per se. It Is a proposal falsely claiming its fealty to responsible
health care services for our older people. It simply cannot and will not meet
needs sufficiently as the current private and public programs can do If allowed to
carry on in their proven courses of developing efficiency and adequacy.
I should like to bring into review some of the actions in North Carolina in
proof oC our concern with these problems and cite to you that we are meeting
needs in the area of the aged in our State:
1. As long ago as 1953 the "pooled" hospitalization fund had established the
objective of meeting 85 percent of all medical care costs for those in need-hospitalization. By expanded legislation and appropriations in acts of seven biennial sessions of the general assembly this fund encompasses all known types,
ages, and cases of needy requiring hospitalization. Administration and funds are
adequate to cover care at $20 per diem. In addition to $20 per diem from public
funds, certain other public and private supplements thereto now meet the mean
per diem costs of care in 172 general, medical, and surgical hospitals throughout
the State.
All persons of reasonable and proven economic need have access to this fund.
To tax our people for a scheme encompassing segments of citizens without such
need is to hinder the very progress we have exemplified in the past decade. The
passage of a Kerr-Mills Implementation Act in 1963 assures the continuation of
hospitalization for all people in real need and assures adjunctive services which
are designed to lessen the future incidence of hospitalization and prolonged care
in hospitals such as has characterized some patient requirements in the past and
these objectives certainly would never be the result of the type legislation as
proposed in a King-Anderson principle. Total combined matching appropriations
for hospitalization in 1963-65: $21,700,000.
2, The 1963 Kerr-Mills Act now embraces and is implemented, including aspects
of the drug program at the threshold of implementing:
(a) Outpatient diagnostic services to award our needy aged with early
and adequate detection in hospitals and doctors facilities which will lower
the incidence of prolonged disablement and disease and make possible, and
feasible, prompt treatment and more ready recovery, perhaps with lessened
hospitalization and overall medical costs. This easy and accessible method is
prompt and noncontributory which is scarcely feasible under King-Anderson.
Total combined matching appropriations 1963-65: $2 million.
(b) A vendor payment drug service designed to fit into the outpatient
service and posthospital service which will make feasible prompt treatment
and medical care of the needy aged for effective initial treatment and continued treatment for diseases and disablements which, when untreated, lead
to more serious Involvements and services at a greater cost. This type care
is scarcely feasible nor provided for under King-Anderson. Total combined
matching appropriation for 1963-65: $2 million.
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(e) A vendor payment dental service designed to supplement and augment
medical services in generating a health, recovery, and rehabilitation program for the needy aged population where serious dental health, edentiality,
malnutrition, and loss of pride and morale constitute a hazard to the maintenance of health and recovery from illness. This type program is considered
vital in a combined program such as is envisioned for the needy in North
Carolina. It would be folly to contemplate this type care under King.
Anderson. Total combined matching appropriation for 1963-65: $1,600,000.
(d) Provision and authority for the administration of Kerr-Mills Act at
the county level. Assisting the counties appropriated by the State for 190364: $100,000.
(e) Authorization for the department of public welfare to establish priorities on any other of the 11 categories of services encompassed in the
Federal Kerr-Mills Act of 1960 and to request successive appropriations from
the general assembly to implement such priorities. No such provisions are
Inherent In King-Anderson nor is there prospective opportunity thereunder
to plan with particular conciseness for the diversity of needs of older people.
3. We believe that the present growth in our private enterprise system comprised of voluntary insurance, savings, personal resources, and industrial contributions is providing health and medical care to large segments of our popula.
tion which carries into the era of the aged as they become less productive in our
commercial and industrial enterprises.
(a) In 1959 through the Blue Shield of the society a senior citizen service
plan of low-cost coverage was implemented. The Blue Cross-Blue Shield
package in this instance has been widely accepted by the older population
near the threshold of public need and its administration has proven sound.
Moreover, a high option Blue Shield service plan for the median income level
encompassed by a large segment of the aged group was initiated November 1,
1963, and was markedly purchased by the nonneedy at costs comparable to
the long-existing Blue Cross-Blue Shield programs of voluntary coverage.
Enrollment and maintenance of enrollment Is proof of peoples choice predicted such a short time ago.
(b) It is estimated that some more than 62 percent of the population above
65 years have purchased some type of prIvate health and accident coverage
in the State. This may have varied in adequacy in past years, but increasingly this protective health coverage, including major medical, with its
principles of free choice appeal to our people. The general assembly of 1963
amended chapter 58 of the general statutes regulating joint actions of insurer. and encouraging their combined efforts in offering residents 65 years of
age and over and their spouses insurance against financial loss from accident
and sickness. There are 240 companies licensed In North Carolina in this
area of Insurance and the amendment Is now being exercised in a program Involving many companies writing insurance in the health field and now being
offered in a plan of such private Insurance to our aged population. This move
meat will have the opportunity to become Increasingly fruitful.
4. We are markedly pleased to report the enactment by the 1963 general assembly of complete revision of mental health laws of the State which vitally
affect the aged population. We have long had full and adequate care for institutionalized mentally Ill of all ages, but scarce facilities for early detection, prevention, medical treatment at fulmination and postinstitutional after care. This now
becomes a community obligation under the Mental Health Act with one statewide administrPtive authority. Medicine is now leading the current implementation of those community mental health authorities and facilities bidding well to
influence high-level medical mental health care of the aged throughout the State.
If one concedes that some over half of all human illness involves nonorganic
entities, it becomes obvious that a markedly high percentage of medical problems
of the aged do come within the purview of this new program, particularly at the
community level, which does obviate the unneeded applicability of the proposal
under consideration.
5. We, as tax contributors at the State level, would direct your attention that
the four major Veterans' Administration facilities and the statewide medical
service so administered in North Carolina as to be applicable to the veteran
-of any service Incident are ruled eligible and are medically served throughout the State, both at the institutional level and by Government purchased
private vendor medical care. This encompasses a wide segment of the male
veteran aged population in the State which so notably contributed in World
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War I and World War II. Add this as a going program of service more adequate
and surely superior to services related to the proposal at issue which would
obviously establish a duplication of Federal health care programs for these Individuals. Private medical manpower in many ways makes this program available at the community level. Why should this service be duplicated in the proposals and fiscal prospects of the matter at issue here?
6. The committee Is aware of services under vocational rehabilitation under
State-Federal finance. There is increasing evidence of the applicability of these
services to the aged handicapped and despite the concept of enforced retirement
at age 65 the facts are that most men and women desire, and many do work
productively beyond that era. Particularly, Is this true of doctors who retire
after 70 more nearly "dying in their boots." Medical services are now available
to the feasible aged disabled worker who can and wills to be rehabilitated. Many
must be because never has social security at retirement done the job of creating
the supportive annuities which support life demands and thus many aged people
mast work; thus rehabilitation with its complement of medical services obviates
further provisions of medical service as envisioned in the proposal at issue.
7. In North Carolina, stimulated by medical leadership over a period of 9
years, there has been marked progress throughout the State in diverse associated services which enhance the health maintenance and medical care of the
aged, whatever the degree of disease or disability. These are effective and lessen
the concern for financial schemes to support the needs of the aged. These are:
(a) Considerable progress In developing homemaker manpower and the
medical and administrative integration of these services to the needs for
care of the aged in his home and community environment in lessening the
need for institutional care. This is a growing service technique which needs
local application and which is gaining in private support of the essential
finance without interference from high levels of government.
(b) Nursing home facilities have increased fivefold in 8 years and are
characterized by high standards under State licensure in rendering increasingly adequate services to the chronic disablements of the aged and logically
financed more and more by private and volunteer funds and savings. These
represent wonderful outlets for family and benevolent support and may
readily be, and are being, incorporated in our voluntary plans, prepayments,
and family finances. Let us not spawn overdevelopment and misuse of these
growing services under concepts of social largess but guide, direct, and
utilize the development of these institutions for the ultimate general availability and sensible use.
(c) Boarding homes under State licensure supervision have increased and
are a vital factor in the domiciled care of the aged in the State. These prevail in proportion to demands for such care, and will increase In numbers
and standards if local guidance and supporting devices can be given continued,
play. These meet real areas of service needs of the aged's home disruptions
and come into effect less expensively. Medical care is available and super',7sion In the local area leads to happier rapport between the family, the
aged patient, and the medical service of choice.
(d) Statewide cancer services have made an increasing impact upon the
aged bearing such Involvements. These services are diversified public, voluntary, and private services functioning in many areas related to detection
and diagnosis, institutional services, home care services, drugs, and other.
Let us not supplant this local, family, community, and professional teamwork in which the aged cancer patient gains interplay with a remote scheme
of fiscal largess. It will not serve the cause near so well as the operative
services have proven.
(e) It should be recognized that the medical profession carries a remarkable service load in all of the enumerated programs cited herein. Whether
the aged patient be pecuniarily involved or not he has the choice of the services of a good physician. In the Insurance and prepayment plans there may
be some level of compensation for the physician, but throughout the programs
of voluntary health agencies Involving medical services there are not compensations for physicians' services nor are there vendor payments for physiclans' services In any public-supported services, whether it be the so-called
categories of aids or the publicly supported aged patient services. The physicians have served freely without compensation and will continue to do so.
based on human needs rather than concepts of largess and uniformity such
as is at issue here. The giving of services lends dignity to the medical pro-
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fession and its concern as a vendor priority can come later if the need ever
be that volume overcomes the balance operative reality.
(f) There is a widespread application of professional home nurse services
being plied to the aged In the State. Under enactments of the 1963 general
assembly public nurses may now serve for fee accruable to a sponsoring
nurse agency, whether public or private. This enhanced availability of
nursing attention to the aged throughout the State and the home-visiting
features of nurse service is operative now and will expand markedly.
8. Let us observe that the King-Anderson proposal or any modification yet
offered is entirely "hospital oriented." Coasilering that hospitalization is the
most expensive of all the components of medical care any concerted implenienta.
tion of a uniform hospital service available under social security will result in
our existing programs "withering on the vine." We in North Carolina assert
that our youthful State is prepared to go forward with the programs and services we have related above as organized and operative. It is healthy culturally,
industrially, technically, intellectually, and locally oriented to these programs
and services with full intention and determination to tinanee, supervise, and
administer them effectively and efficiently. We look with great disfavor toward
interruptions of these trends and movements now designed for the good of all
our people, not just the age(l, because there is a political stake in their intercurrent plight, and we want the right to go on about this business with the least
interference from afar. Leave us void of any mammoth, burdensome scheme of
compulsory Government health insurance and allow us to encourage our generations of youth In the State to face and solve the aged problem without the inequitable tax burden on our young family-working population to pay largess to
the poor and nonpoor. Most of our young working families are encompassed
In that group at or under $5,400 income. They will be forced to pay $36 mnillion more taxes if the King-Anderson proposal is enacted and you should know
we think this will diminish the capacity of our people to support those good
programs which we have underway.
We are convinced that the need for such a program as proposed in King-Anderson has been vastly exaggerated; that the composite group of programs as
has been evolved in North Carolina can and will meet any existing problem;
and, that any medical care proposal under discussion as amendment or substitute
for II.R. 11865 is, therefore, not needed and would be prohibitive in cost and In
that it could not avoid gradual lowering of health care standards by virtue of
marked Government Interference and controls. Therefore, we respectfully solicit
your considerations to the facts presented in this statement and urge that no
King-Anderson-type legislation under consideration be given a favorable report.
MEDICAL ASSOCIATION OF GEORGIA, SUnMITTED BY J. G. McDANIEL, M.D., PRESIDENT

The Medical Association of Georgia, founded in 1849 by the physicians of our
State, Is a nonprofit, incorporated, professional association. It subscribes to the
concept that service for the betterment of the health of our people Is the highest possible motive for existence as an organization. At the present time It represents some 3,200 physicians, or more than 96 percent of the total physician
population of the State and Is comprised of 78 county medical societies.
The governing body of the association is its house of delegates which meets
each year to decide on questions of great importance to the medical profession
and to the general public which It serves. Each county medical society in the
State Is represented In the house of delegates on the basis of 1 delegate for each
25 physician members or fraction thereof.
The Medical Association of Georgia is and has been for years, engaged in
myriad activities all calculated to support our primary purpose which Is to "promote the art and science of medicine and the betterment of public health."
PROGRESS

IN MENTAL

HEALTH; VOLUNTARY FEE REDUCTION FOR OLDER PATIENTS;
GAINS IN PRIVATE HEALTH INSURANCE

Over the years, our association has played an Important and effective role in
shaping the total health picture in Georgia.
To cite an example of recent years, the Medical Association of Georgia, at
the request of the Governor, conducted an exhaustive study of State mental health
facilities and programs which has resulted In manifold Improvements. As a
direct outgrowth of this association activity, numerous Items of new legislation
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were introduced and adopted by the General Assembly of Georgia. As evidence
of the far-reaching effect of our study and recommendations for improved mental
health programs, we point with justifiable pride to the State's new $9 million
intensive treatment center (under construction) for the rehabilitation of persons
suffering from mental illness.
At the State mental hospital at Milledgeville, Ga., there are more than 12,000
patients receiving treatment and domiciliary care. Of this number, approximately 3,000, or roughly 25 percent, are age 65 and over. This is cited as a case
in point of Georgia's determination to respond to the health care needs of her
elderly citizens.
As an indication of the awareness of the physicians in Georgia that some of our
older citizens, do in fact, have a problem meeting the cost of needed medical
care, permit me to relate an action of the Fulton County Medical Society (Atlanta
area) which comprises a third of the total membership of our association.
Several months ago, in response to a poll conducted by the Fulton County
Medical Society, the physicians of the Atlanta area went on record approving
a voluntary reduction of normal fees by 50 percent for those patients age 65 and
over who could demonstrate to their physician hardship in meeting the cost of
medical care. Fee reduction is no new step for physicians in Georgia. It does,
however, indicate an extraordinary move by a large group to accommodate their
patients in a manner that would cause embarrassment to no one. The fact that
doctors have always been willing to administer to the sick regardless of their
ability to pay is beside the point. What is important here is that this represents
an organized recognition of a problem, and an organized effort to meet the
problem squarely for those persons who are in need.
Another area vital to the health and welfare of our people, in which the
Medical Association of Georgia has played a commanding role, is that of voluntary prepaid health insurance plans. Twelve years ago the medical association
drafted a comprehensive set of standards uniquely applicable to persons of low
income. These standards included participating physicians' services and written
guarantees of full doctor bill coverage for people in specified income limits. This
is known as the Georgia plan and at the present time more than 30 major insurance carriers are writing health insurance which embraces these broad standards.
As an active participating member of the Georgia Health Insurance Council,
the Medical Association of Georgia has been a leader in the promotion of lowcost voluntary health Insurance. A result of the wide acceptance accorded these
promotional efforts is that there are now more than 50 insurance companies
selling "over age 65" plans in Georgia. These are attainable on both a group
and individual basis.
The rate of growth of health insurance in Georgia has been both dramatic
and reassuring to everyone interested in health care for older citizens. Between
the years 1951 and 1959 the number of people in Georgia protected by health
insurance grew by the astounding figure of 116 percent. This represented 60
percent of the total population of the State. By the end of 1962 this figure
had increased to 70 percent of the total population. In absolute terms, as of
the end of the year 1962 there were 2,814,000 Georgians carrying protective
health insurance.
All of this points unmistakably to the fact there are available in Georgia
vast number of health insurance plans being sold at reasonably monthly premiums which the majority of the people can buy and are continuing to buy at an
impressive rate.
KERR-MILLS

IMPLEMENTATION

IN

GEORGIA

The Medical Association of Georgia and Its component county medical societies
have been equally active in the promulgation and implementation of programs
in the categories of rural health, maternal and infant health and welfare, rehabilitation services, general immunization, polio clinics, sports Injury clinics, and
others too numerous to list.
Of perhaps the greatest concern to the members of this committee is the assistance given an(l role played by our association in both the drafting and promotion of legislation which permitted the State of Georgia to participate in the
benefits of Public Law 86--778, the Kerr-Mills law. Immediately following enactment of Public Law 86-778 by the Congress in 1960, the Medical Association of
Georgia formally requested the Honorable Ernest Vandiver, then Governor of
Georgia, to appoint a study commission with the instructed purpose of drafting
enabling legislation pursuant to Public Law 86-778. Our request followed
closely a similar appeal by a member of this committee, the Honorable Herman
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E. Talmadge. Representatives' of our association began at once a series of
conferences with the Governor's representatives from the State senate and the
State house of representatives., Their purpose was to perfect legislation which
could be presented at the following session of the general assembly.
It is of more than passing importance to note here that the Governor's representative from the State senate was the Honorable Carl E. Sanders, now Governor of the State of Georgia. Mr. Sanders ultimately became the Senate
sponsor of the Medical Assistance for tie Aged Act and together with the
Medical Association of Georgia campaigw',d actively In support of Its passage
at the 1961 session of the legislature.
From a legislative standpoint it should be noted that the Georgia law Is so
all inclusive as to permit virtually unlimited expansion thus obviating the necessity for additional legislation. In short, Georgia has in its code the statutory
authority needed to expand its Kerr-Mills implementation program as changing
conditions require.
As for the administration of the Kerr-Mills program, two factors merit special
mention here. First, the doctors of Georgia are participating in this program
without cost whatever to the program. Not so much as $1 has been paid for
medical or doctors' fees since the Inception of this program 2 and a half years
ago. We feel that this demonstrates, stronger than mere words, the determination of Georgia doctors to keep the program on a sound fiscal basis resulting in
maximum health care value for each Kerr-Mills dollar spent in Georgia. Secondly, the Medical Association of Georgia serves as coadministrator of this
program, with the State welfare department (department of family and children
services), the single State agency recognized by the Department of Health, Education, and Welfare for the administration of this program.
We feel that these factors alone demonstrate beyond question our determination to make the Kerr-Mills program a successful undertaking by the State of
Georgia. It likewise demonstrates our prevailing belief in the Kerr-Mills program as the broadest, most sensible and least expensive means of providing
hospital, medical and nursing home care for those aging citizens in actual need
of assistance.
The Kerr-Mills program in Georgia is a working, successful, and popular
program by any measurable standard. It has been well received by the hospitals,
the nursing homes, the people, and the physicians. It gives evidence, clear and
positive, of the total workability of a program rooted in local determination.
And above all else, it underscores the desirability of having the cooperation
and enthusiastic acceptance of hospitals, nursing homes, and physicians, around
whom any hopsital, nursing home, or medical-care program, State or Federal,
must revolve.
The 1960 decennial census in Georgia revealed an over-age-65 population of
some 290,000 persons, representing 7.4 percent of the total State population.
Of this group approximately 100,000 persons, or roughly one out of every three
is the beneficiary of old-age assistance. Pursuant to Georgia's Medical Assistance for The Aged Act, 100 percent of the people in this category are eligible
for maximum benefits as follows:
(1) All needed nursing home care up to 365 days a year, year in and
year out;
(2) All needed hospitalization to the extent that 60 days per year Is
guaranteed (where medically Indicated) under the State program, and
such additional needed inpatient care is furnished by the hospitals designated as participating hospitals under this program; and
(3) All needed physician care is furnished without cost to the patient or
to the State by the physicians of Georgia.
Categorically then, Mr. Chairman, we can state that one-third of our total
over-age-65 population Is being provided all the nursing home care needed, all
the hopsital care needed, and all the physician care needed.
COST COMPARISON OF KING-ANDERSON AND KERR-MILLS IN GEORGIA

For a better idea of the magnitude of the Georgia Kerr-Mills program and to
gain a better understanding of how well it is serving the needs of our aging
population, permit us to look at some of the statistical data as concerns this
program.
During the month of June 1963, at a cost of $400,119.06, this program provided 97,347 days of covered nursing home care for eligible recipients in Georgia.
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During the first 6 months of the same year, 548,164 days of covered nursing
home care was provided under this program.
Turning to the area of hospitalization we get a picture no less impressive
for both the number of actual patients and the number of (lays of hospital carp
financed by this program. During the months January through June 1963, 11,009
beneficiaries, or approximately 10 percent of the entire eligible group, were
hospitalized for a total of 90,603 days of covered hospital care.
For the sake of comparison permit us to examine closely the total cost of
Georgia's Kerr-Mills program for the month of June 1963, against the calculated cost of a King-Anderson type program financed under social security for
a similar 30-day period. In Georgia the Kerr-Mills program was financed in
its entirety for the month of June 1963, at a cost of $606,397.74. Under the KingAnderson bill, should it be enacted, and based on the cost estimates of the
administration, the residents of Georgia would pay an additional $23.6 million
in social security taxes and general revenue taxes. These figures are calculated from average earnings per worker in Georgia as reported in the 1961
annual statistical supplement of the Social Security Bulletin. In other words,
the enactment of the King-Anderson bill would drain, from the beginning,
additional taxes from Georgia at a rate of $23,600,000 per year. On a monthly
average basis, therefore, the cost of a health care program under King-Anderson
would run at approximately $2 million as compared with less than two-thirds
of $1 million for the program now in operation.
Mr. Chairman, we feel, as I am sure you and the members of this committee
feel, that the expenditure of public moneys carries with it a grave responsibility to insist that every dollar be spent wisely, prudently and consistent with
high quality and maximum productivity. I cannot overemphasis that Georgia's
health care for the aged program under the Kerr-Mills law is a quality hospital
and nursing home care program, efficiently administered by a dedicated, fiscally
responsible State agency.
On the other hand, we suggest that it would be exceedingly difficult, if not
impossible, to manage from Washington a sweeping health care program for
some 19 million persons, scattered throughout the 50 States, and still give due
and proper attention to efficiency, quality of services, and economy of operation.
We should like to make it clear that our opposition to a system of Federal
health care is not limited to the King-Anderson proposal alone. Our opposition
addresses itself to the broad area of financing medical care through the social
security mechanism. As such we are equally opposed to so-called option plans
which offer cash benefits and/or hospital insurance policies to all social
security beneficiaries regardless of need. Such option plans have been discussed in the context of a compromise proposal. The only thing they seek
to compromise, however, are the details and not the basic principle which is
social security financing. This has been, is and remains our fundamental
objection.
OTHER STATE AND FEDERAL PROGRAM.

wHri

MINIMIZE NEED FOR KING-ANDERSON

In addition to Georgia's Kerr-Mills implementation program, there are numerous State and Federal programs giving either insurance protection during and
after retirement from active work, or direct hospital benefits to great numbers
of Georgia people. I am sure that the members of the committee are well aware
of the postretirement hospital insurance benefits available to civil service employees under the provisions of Public Law 382 of the 86th Congress.
You are equally aware of the vast scope of hospital and medical benefits
available to veterans of the armed services, which incidentally comprise more
than 10 percent of the total population of the State of Georgia. The point in
listing these figures, Mr. Chairman, is to show that a majority of these people,
if they choose, can be well protected during their retirement years through the
mechanism of health insurance of direct hospital benefits in some cases.
SUMMATION

We are aware, Mr. Chairman, that cold statistics tell only a part of the story.
Of far more importance than statistical data is the fact that we know that the
majority of the aged population in Georgia is neither destitute nor suffering from
serious illness as some proponents of social security medicine have charged.
Additionally, in Georgia, as a matter of principle and historical precedent, physi-
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clans have always honored their professional obligation to give medical assistance whenever and wherever it is sought. Payment for services is, always has
been, and will continue to be of secondary importance.
We believe the record is clear in Georgia. Working through their county
medical societies and through their State association, the doctors in Georgia
have demonstrated repeatedly an inordinate determination to cooperate in any
program that will provide a higher level of health care for the aged and for all
ages.
I wish to thank the members of the committee for the opportunity to present
our views on this matter for inclusion in transcript of these hearings. In conclusion, permit me to reiterate the strongly held conviction of the doctors of
Georgia that to enact this legislation and lavish, needlessly, the fruits of massive
welfarism upon the people, would be a tragic step of virtually irreversible proportions.
STATEMENT OF THE iOWA MEDICAL SOCIETY CONCERNING H.R. 11865, 88THr
CONGRESS, SUBMITTED pY.OTIS D. WOLFE, M.D., PRESIDENT

Social security legislation (H.R. 11865) which has passed the House of Representatives and is now under consideration by the Senate Finance Committee
contains a provision to make mandatory physician participation in the social
security program. The Iowa Medical Society is gravely concerned about this
latest attempt to legislate compulsory inclusion of physicians in the social
security system and wishes to formally express opposition to this provision.
The Iowa Medical Society and the American Medical Association have repeatedly rejected compulsory inclusion of physicians under social security for several
important and valid reasons.
1. Physicians have often voiced their individual and collective objection to
such inclusion.
2. Physicians seldom retire at age 65; in fact, the American public could ill
afford to have such a large percentage of physicians leave active practice at that
age. A serious doctor shortage would result.
3. Physicians are now able to establish retirement plans which afford certain
limited tax relief. Until recent action by Congress this was not possible. Physicians would rather provide and arrange for retirement voluntarily through the
private free enterprise system.
For these and other reasons, the Iowa Medical Society respectfully requests the
Senate Finance Committee to delete from the social security legislation now before it the compulsory participation by physicians.
HEALTH CARE FOR THE AGED FINANCED BY SOCIAL SECURITY

Although not a part of the House-passed bill (H.R. 11865), we are aware that
the Senate Finance Committee is receiving testimony with regard to the provision of health care for the aged through social security financing.
The Iowa Medical Society is on record in opposition to such legislation. Iowa
does not now have an obvious need to supplement its programs for providing
health care to the near-needy aged. Its legislature in 1903, at the behest of the
Iowa Medical Society and similar groups of public-spirited citizens, appropriated
money for a Kerr-Mills program so that the numbers of the near-needy who
haven't previously been helped in securing health care, and the extent of their
needs, might be accurately determined.
Statistically, the situation is approximately as follows:
- -- - -- -- -- - -- - -- - -- - -- - -- - -- - -Iowans 65 or more years of age 1
317, 974
OAA recipients in Iowa as of Jan. 1, 1964 ----------------------------- - -- - -- -- - -- - -- -- - -- - -- - -Over-65 inmates of Iowa institutions
World War I veterans eligible or about to be eligible for VA care (average age 65.8 years) 1
----------------Well-to-do persons 65 or over (estimate) ------------------------Iowans over 65 covered by voluntary health insurance (estimate) 2___.
Total
Total

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

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

Source : 1960 census.
2As of Jan. 1, 1962.

----

30, 000
14, 460
49, 466
30,000
173, 934
27,860
20,114
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These are not precise figures In all instances, and they were not all gathered at
precisely, the same time, but they constitute reasonable approximations. The
1960 Census of Population (PC (1) 17D) shows that there were 317,974 persons
65 or more years of age in Iowa. That number has doubtless grown somewhat
in the succeeding years, but it remains somewhere nearly accurate. The Health
Insurance Institute of America estimates that on January 1, 1962, there were
54.7 percent of over.5 Iowans who held health insurance, which indicates that
at least 173.934 individuals were caring for themselves by that means.
r; 'eral
other groups are quite fully provided for. There were 14,460 Inmate.i ove 05
years of age in Iowa institutions, according to the 1960 census. Worlh, Var I
veterans numbering 49,466 were residents of Iowa when the 1960 census was
taken, and their average age at that time was 65.8 years. The total is slightly
smaller now, of course, but their average age must be approximately 68.8 years.
and by signing an application form they can secure complete health care without
cost at Veterans' Administration facilities. Then a considerable number of the
elderly-estinlated to be as large as the number of OAA recipients-are sufficiently
well off so they can pay their health care bills without difficulty as they incur
then.
The remaining 20,114 elderly Iowans, it should be emphasized, have been taken
c reof quite satisfactorily in the past, at public expense if their own resources
were Inadequate. Polk County, Iowa, in which Des Moines is located, has a
county hospital where the near-needy as well as the indigent are provided
surgery and medical and hospital services free of charge, and at county, community, and private hospitals throughout the rest of the State. varying numbers of
patients are given necessary care free of charge, though they don't all qualify
for old-age assistance. All physicians in private practice, of course, are accustomed to cut their charges or to submit no bills for the care of the economically
marginal ones of their patients, regardless of age.
Like many other States, Iowa operates a public hospital in connection with the
SUI College of Medicine, in Iowa City, and I)atients are sent there from throughout the State for surgery and/or medical care, either outpatient or inpatient,
partially at State expense and partially at the expense of their respective county
governments. The administrator of university hospitals, Iowa City, reports
that 15,668 such patients were admitted there between July 1, 1961, and June 30,
1962, and he estimates that at least 50 percent of them were 65 or more years of
age. There are no comprehensive records that show how many were relief
recipients, in the generally understood meaning of the term, and how many were
in the near-needy category.
Some figures regarding nursing homes in Iowa may help to show the concern
that our people are showing for their elderly fellow citizens. Recent authoritative reports indicate that the State is rapidly becoming adequately supplied with
such facilities. In 427 existing homes (all but 54 of them proprietary), there
are 11,953 beds. Eighty-three of them (41 proprietary and 42 nonprofit), containing 3,915 beds, have been built since 1960, and 60 more of them (39 proprietary
and 21 nonprofit), to contain 3,757 additional beds, are now in the planning stage.
These institutions provide or will provide, appreciable amounts of health care
to the aged, and in roughly a third of the cases can be expected to subsidize its
cost to a considerable extent at the sponsoring church's or fraternal organization's
expense.
THE IOWA KERR-MILLS PROGRAM
The Kerr-Mills program which was started in Iowa on December 1, 1963, will
certainly provide for any currently unmet needs of the near-needy elderly.
1. The General Assembly of Iowa, last spring, appropriated $1,680,000 as the
State's contribution to the program for each of the next 2 years. These sums
together with Federal matching funds, will provide about $4 million per year.
In addition, the assembly's interim committee was authorized to release "p to
$320,000 per year of additional State money, in case the original approprilition
proves insufficient.
2. To be eligible for medical aid to the aged, an Iowan may have an income,
4fter deduction of medical expenses, up to $1,500 per year if single, or u to
$2,200 per year combined with that of his or her spouse. A single person Ivay
have assets up to $2,000, and a couple may have assets up to $3,000, exclusive of a
home and an automobile.
The 1960 census (PC--(1)17D) showed the median annual income of Iowa
families with heads 65 years of age or older to be $2,796. The median annual
income for single persons in that age group wasn't clearly stated, but since
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Iowa ranked 36th among the States as regards incomes of the elderly, the figure
can be presumed as not in excess of $1,050 per year, which was the national
median for such people.
Thus it is apparent that MAA will be available to about half of the elderly
people of Iowa who are not already receiving health services under the old-age
assistance, aid-to-the-blind, or aid-to-the-disabled programs.
3. Time program will furnish any or all of the following, after the eligible
recipient has paid or obligated himself or herself to pay $50 for health care during
the current calendar year:
Office, clinic, or hospital care rendered by licensed doctors of medicine,
osteopaths, chiropractors, podiatrists, dentists, optometrists, and nurses.
Hospitalization.
Nursing home care, limited to 180 days immediately following hospitalization.
Drugs.
Laboratory services.
Supplies authorized by any of the above-named practitioners, within the
scope of his or her practice. These include prosthetic appliances of all sorts.
4. The Iowa Medical Society proposed and the 1963 General Assembly of
Iowa enthusiastically accepted the idea that during the initial 2 years of MAA,
statistics should be collected to provide a basis for converting the program into
a State-Federal subsidy for the private health insurance policies of individual
MAA-eligible persons. The physicians and the legislators agreed that such an
arrangement would best preserve the privacy and dignity of the aid recipients,
and would be most nearly consistent with the principles underlying the American
free enterprise system.
From what has been said in this statement, it should be obvious that Iowa- the State with proportionately the greatest number of elderly citizens-has been
doing a great deal to assure sufficient health care for all such people, and is
embarked on a program which will certainly remedy any previously existing
deficiencies. Further, it should be obvious that the passage of King-Andersontype legislation would be altogether superfluous, as far as our State is concerned,
quite apart from the fact that it would be enormously burdensome from the
standpoint of social security taxation, and wasteful in providing assistance to
many people who are economically self-sufficient.

(Whereupon, at 1:05 p.m., the committee recessed to reconvene at
3 p.m., the same day.)
AFIERNOON

SESSION

Senator GORE. The committee will be in order.
The first witness is Mr. H. Lewis Rietz.
STATEMENT OF H. LEWIS RIETZ, EXECUTIVE VICE PRESIDENT,
GREAT SOUTHERN LIFE INSURANCE CO., HOUSTON, TEX., APPEARING ON BEHALF OF AMERICAN LIFE CONVENTION, THE HEALTH
INSURANCE ASSOCIATION OF AMERICA, THE LIFE INSURANCE
ASSOCIATION OF AMERICA, AND THE LIFE INSURERS CONFERENCE; ACCOMPANIED BY 3. F. FOLLMAN, JR., DIRECTOR OF
INFORMATION AND RESEARCH, AND DAVID ROBBINS, ASSISTANT
DIRECTOR OF STATISTICAL RESEARCH, HEALTH INSURANCE
ASSOCIATION OF AMERICA
M[r. RIETZ. My name is IH. Lewis Rietz. I am executive vice presideift of the Great Southern Life Insurance Co. of Houston, Tex. I appear today in behalf of the American Life Convention, the Health Insurance Association of America, the Life Insurance Association of
America, and the Life Insurers Conference. These associations in-
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elude in their membership over 500 insurance companies having in
force approximately 90 percent of the voluntary health insurance
underwritten by insurance companies.
My purpose today is to register our opposition to the proposed
amendments to II.R. 11865 relating to health care and all similar proposals. They are unnecessary and undesirable in the light of the existing magnitude and continuing growth of voluntary health insurance
for the majority of the aged, coupled with the evolution of the present
governmental programs particularly for old-age assistance (OAA)
recipients and those who become beneficiaries under medical assistance
for the aged (MAA).
These ?acts, together with the heavy cost of the proposed compulsory
program, are compelling reasons for your committee to reject such
amendments.
In testifying before the Committee on Ways and Means of the House
of Representatives on November 22, 1963, we concluded that:
The established voluntary health insurance system for the majority, with public and private programs to meet the needs of limited segments of our aged population, encourages individual responsibility important In our social and economic
system. Hence, the present pattern should be maintained with the existing public
programs evolving only as experience indicates the existence of a substantial unmet need that cannot be fulfilled by the voluntary health insurance system.

We are convinced this conclusion is sound and in the best interests of

all elements in our society.
Within the framework of our society and our economic system we
strongly support and devote our best efforts to providing a sound
neans of financing adequate health care for all segments of our society
including the aged who are not wards of the State or welfare recipients.
TIlE GROWTH OF PRIVATE HEALTH INSURANCE FOR THE AGED

We have estimated that 60 percent I of the noninstitutionalized aged
populations were covered by some form of voluntary health insurance
at the end of 1962
The U.S. national health survey estimated that
at that time 54 percent were covered
A study by the Social Security
Administration estimated the proportion covered at that time to be 51
percent of the total population including the institutionalized aged. 4
This latter study also found that-M
of the aged units that were in a short-stay hospital at any time in 1062, 68 percent
of the couples an( about 55 percent of the nonmarried said they had some kind
of health Insurance.3

These figures obtained from different sources are of the same magnitude as our coverage estimates. These studies, when related to earlier
studies, reveal that the number of people age 65 and over with health
insurance protection has about tripled during the decade 1952-62, and
IThe majority report of the Subcommittee on Health of the Elderly of the U.S. Senate
Special Committee on Aging has attacked the integrity of this estimate. Their criticism Is
unwarranted and unfounded. The data were gathered in accordance with accepted scientific
methodology having to do with statistical collections In good faith with no other objective
than to obtain the facts of a situation as of a given date. This is substantiated by data,
reports, letters, exhibits filedwith the subcommittee and borne out by testimony of both
public and Government witnesses.
An estimate of the extent of private health insurance coverage of the aged as of Dec. 31,
1902, Health In, trance Association of America, July 1963.
3 "Medical Care. Health Status, Family Income, United States," series 10, No. 9, Public
Health Service, HEW, MIay 1i)94
'Social Security Bulletin, July 1904.
8Ibid.
1Bureau Report Nc. 18, S cal Security Administration, Apr1 1953.
30-453--n(4-3 7
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the proportion of the older population covered has doubled during th
same period. This is evidence of remarkable growth and of publi
confidence in voluntary health insurance and its ability to provid
health care benefits for the vast majority of the aged, nonwelfar
recipients.
Senator GORE. How many did you say are covered now?
Mr. iRIETZ. About 103%o million.
Senator GORE. Thank you.
Mr. RTETZ. With 60 percent of the aged population covered by some
form of private health insurance at the end of 1962, with an additional
12 percent 7 who are recipients of old-age assistance and hence entitle(
to medical care without cost, and with others eligible for benefits un.
der the medical assistance for the aged program, as veterans of the
Armed Forces, as members of health care professions, or because o:
affiliations with lodges or religious groups, it is apparent that for over
three-fourths of the aged, provision has been made for payment of some
or all of their health care costs.
THE COST OF ADDING HEALTH

CARE BENEFITS TO TIE OASDI SYSTEM

Important in any consideration of adding health care benefits to the
social security system are the present and future cost implications
which are of serious magnitude even for limited benefit programs of
the King-Anderson type.
In July 1961, we presented estimates to the House Ways and Means
Committee that H.R. 4222, the King bill of the 87th Congress, would
involve a level cost of 1.73 percent of taxable wages, while the administration estimate was 0.66 percent.
In November 1963, we estimated to the House Ways and Means
Committee that t.R. 3920, the King bill of the 88th Congress, would
involve a level cost of 1.71 percent of taxable wages." By this date, the
administration had not only raised its level cost estimate to 0.68 percent but they stated that the taxable wage base of $5,200 and the dollar
amounts of the deductible would have to be periodically adjusted upward as average earnings levels and average hospital costs rise above
the levels of 1961. Both of these proposals were to be financed by a
total tax rate of 0.5 percent together with an increase in the taxable
wage base from $4,800 to $5,200. The administration estimated that
0.18 percent of the level cost would come from a transfer of surplus
funds from OASDI, which surplus funds would result from the
increase in the taxable wage base.
In connection with the amendments now under consideration, the
administration has once more revised their cost estimates. The administration now states that the level cost of this amendment will be
0.85 percent and the amendment provides a tax rate of 0.8 percent on
a $5,400 taxable wage base. Since under IH.R. 11865 there will be no
surplus arising under OASDI for transfer to the health care fund as
a result of this amendment, the level cost and the tax rate should be
identical. Further this 0.85-percent tax rate is based on continuation
of underlying assumptions in connection with which the administra7 Social security bulletin, April 1963 reports 14 percent of the aged were OAA recipients
In 1962. Allowing for OAA programs administered In 2 States by Blue Cross covering
ap roximately 275,00, recipients, this figure Is adjusted to about 12 percent.
This cost estimate was lower than for H.R. 4222 due to the more restricted benefit
provisions for nursing home care contained In H.R. 3920.
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Lion admits "an unfavorable cost result is shown when total earnings
levels rise unless the provisions of the system are kept up to date (insofar as the maximum taxable earnings base and the dollar amounts of
the deductibles are concerned)." 9
The administration's level cost estimate of 0.85 percent for the Gore
amendment to H.R. 11865 is based on 1963 average (ariiigs levels,
estimated 1965 hospital costs with projected increases in the hospital
costs to 1971, and a $5,400 initial taxable wage base. It. relies upon
the questionable assumptian t-hat hospitalization costs will increase
after 1971 at the same rate as any increase in earnings levels, whereas
the increase in hospital costs have outstripped the increase in earnings
levels through 1963. Thus, again the administration's cost estillmate
contemplates regular increases in the taxable wage base and the deductible as average earnings levels increase beyond the levels of 1963.
Any continued'increase in hospital costs at rates greater than the increase in the total earnings level would compound this problem. Any
iml)lication that the taxable earnings base for the OASDI system is to
be strongly influenced by future hospital costs raises questions of a
most serious nature. Hence, we believe the administration's reliance
on periodic updating of the taxable wage base and the deductibles to
justify their level cost estimate and the proposed 0.8-percent, tax rate
(which we are convinced is inadequate) would so fundamentally
affect the whole social security structure that this approach should be
discarded.
We are convinced that any cost es Iinatcs of a health care program
should reveal its real cost; independent of the l)road ramifications of
"an unfaorable cost result" arising in the absence of future changes
in such a fundamental factor as the taxable wage base. In HEW1
act uarial study No. 53, and for other purposes, tme administration has
indicated the expectation of an annual 3-percent incre.sse in average
earnings levels. Using this annual rate of increase in average earnings
levels, we would emphasize that the administration's present cost estimate of 0.85 percent, which is based on 1963 wage levels, would require
an increase in the taxable wage base to $5,900 as early as 1966, the first
year that full benefits would be payable under the amendment. Further increases in the wage base would be necessary thereafter to maintain the administration's level cost estimate of 0.85 percent. Thus,
these assumptions would pass the buck to future Congresses to face the
evolving costs of the promised hospital service benefits.
From lengthy consideration and continued study we conclude that
even under the "administration's assumptions, the,level cost will be 1.66
percent or about two times the administration's level co.t est imuate.
This cost is based on an initial $5,400 taxable wage base but, with a
1966 average wage and hospital cost level and using the administration's underlying assumption of a 3-percent average annual increase
imearnings.
If earnings increase 3 percent per annum, and h6spital costs increase
5 percent per annum to 1968, 4 percent per annum from 1969-78, and
3 percent thereafter, and if the $5,400 taxable wage base was maintained until 1980, the level cost, and hence the tax rate required from
the proposed effective date of benefits, would be about 2.13 percent.
9"Actuarial Cost Estimates for Hospital Insurance Bill, Actuarial Study
BEW, July 1983.
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Expressed in dollars, we are convinced that the cost of the Gore
allendneit, in 1966, will be at least, $2.8 billion. By 1990, we are convinced the costs will reach at least $6.8 billion per year. These figures
make no allowance for future benefit increases.
Even more staggering are the costs inherent in liberalizations of
as certain once
benefits which many advocates of these proposals view
10
The main reaestablished.
are
type
this
of
the Government benefits
sons for the significant differences in .osts between our estimates and
those of the administration are as follows:
1. We concur with the opinion of most hospital authorities and
medical economists, that hospital per diem costs will continue to rise
faster than average wages for the foreseeable future. The administration has assumed future increases in hospital costs after 1971 to be
the same as increases in the general wage level.
2. We have utilized actual hospital charge statistics published by
the American Hospital Association. The administration has assumed
that the aged beneficiaries under this program will be granted lower
hospital per diem costs than the general public. The assumption of a
lower than average charge concerns us since it raises serious implications in hospital finances because any preferential costs for so large
a segment of the population must be subsidized, presumably through
increased charges to other patients, including those with private health
insurance.
3. W e rely on hospital utilization rates based on actual claim records
of insured persons. This rate is considerably higher than the administration's estimate of such utilization which is based largely upon
unsubstantiated results from a 1957 household interview survey of a
limited sample of the aged population.
4. We do not believe that the administration has been realistic as
to the ultimate cost for the skilled nursing home benefits which we are
convinced will cost many times the amount of their estimate.
As an appendix to this statement, we have filed a comprehensive actuarial memorandum setting forth the methodology employed in developing our level cost estimates. The appendix also contains an
analysis of the dollar costs of providing benefits under the Gore amendment to certain of the aged who are not OASDI eligibles. These benefits would be financed from general revenues. For the same fundamental reasons our cost estimates for these benefits are in excess of
the Administration's corresponding estimates by about the same proportion as indicated in the preceding paragraphs. We urge your careful consideration of this appendix.
TI'he cost, estimates presented in this statement and those of the Administration have undertaken to price only the benefits provided under the, amendment now under discussion. We would point out that
the general impression which has been created over a period of time
is that the King-Anderson bill which is embodied in the Gore amendment to H.R. 11865 would, in the future, provide benefits for almost
was quoted by the Chicago Dally
iOn Tan. 11, 1ilo, former Congressman rorand
and get our foot inside the door then we
News as having said "-Ifwe can break through1962
Waiter Reather. vice president of the
can expand the program after that." In May
Record, May 2. 1062, p. A3S54)
AF-CIO. is reported to have said (Congressional
proposal-tne King-Anderson hill"Those who sharp ow point of view that the present
their efforts to get amendments
continue
to
want
Is not adequate In certain areas, would Nothing is static.
Nohing is fixed. Therefore,
in the future to make it more a(lenuate. we want to build on that principle, just as we
established,
if we could get the principle
built on the social security principle."
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all persons over age 65 whether or not OASDI eligibles, This is a
mistaken assumption because of the cutoff date. The Administration
projects a total of about 21/2 million such aged in 1990. With the
cutoff date, only about 200,000, or less than 10 percent of this substantial group would be eligible for the now proposed benefits.
While not considered in either the Administration's or in our 1.66
percent cost estimates, we did include in our memorandum cost estimates for the non-OASDI eligibles who would be afforded benefits
under these proposals. If all persons age 65 and over are to be entitled to the proposed benefits in the future, it would be necessary to
amend this bill and recompute the cost. Based on the Administration's estimates that there will remain 2.5 million aged persons not
eligible under this amendment in 1990, these costs after 1967 would
be most significant and increasing to approximately three-fourths
billion dollars per annum by 1990 as a charge against general revenue.
Under present law, social security taxes are scheduled to rise to a
combined employer-employee tax rate of 914 percent of the first $4,800
of taxable income by 1968. Under H.R. 11865, as it passed the House,
the ultimate tax rate would reach 9.6 percent of the first $5,400 of
taxable income in 1971. Based on the Administration's estimate of
the cost of the hospital and nursing home benefits contained in the
Gore amendment to I-I.R. 11865, the total cost for social security in
1971 will be 10.4 percent of the first $5,400 of payroll. However, on
the basis of our cost estimates, the combined employee-employer tax
rate will exceed 12 percent in 1971.
AVAILABILITY OF 1'RIVATE IEALTII INSURANCE FOR TIE ELDERLY

The whole concept of prepayment for health care costs is a new
development in our social and economic system having had its origin
only a little over 30 years ago. By 1940, only 8 percent of the population had any provision for prepayment of health care costs. Public
acceptance of the desirability of prepayment came in a cycle of inflation in all living costs which together with the rapid development of
medical and surgical techniques and procedures produced medical
care costs that increased far more rapidly than costs generally. The
voluntary prepayment system responded with larger benefit limits,
broader coverages, as well as in developing techniques to afford coverages to persons generally not eligible under the underwriting standards
and marketing systems theretofore developed. Thus, concentrated
efforts were directed to fulfilling the needs of the aged and of those
with existing impairments.
For the aged, a real breakthrough came as recently as 1957, from
a single company experiment in a single State-owawith a mass
enrollment technique. Another substantial breakthrough occurred
when a group of companies first offered high limit major medical
benefits on a mass enrollment basis through the implementation of the
Connecticut 65 program in the fall of 1961.
Today, in addition to earlier forms, the aged have available insurance
company coverages which have substantially all been developed in less
than 10 years.
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(a) Individual company mass enrollment programs affording
coverage irrespective of condition of health."'
(b) Voluntary associations of insurance companies offering
coverage regardless of condition of health on a statewide mass
enrollment basis. These are the programs which began in Connecticut in 1961; in Massachusetts and New York in 1962; in Texas
in 1963; and this year in California, North Carolina, and Virgina.
A similar program has been developed for early implementation
in Ohio and enabling legislation has been enacted in Maine,
Michigan, Mississippi, Nevada, New Hampshire, New Mexico,
Orgeon, and Washington.
(C) Group insurance plans for those who remain as active
employees beyond age 65.
(d) Continuance of group insurance coverage to retirees under
private, industry, Federal, State, and local government employee
benefit, plans.
(e) Conversion of group coverages at retirement.
(f) Coverage under group contracts issued to associations f
retired persons such as the American Association of Retired
Persons and retired civil servants, including retired Federal
employees.
(g) Continuance of individual coverages, many of which are
guaranteed renewable for life. At least 175 insurance companies
make available such coverages, and of these at least 126 will renew
the coverage for life, at least 72 being guaranteed renewable for

life.

2

(h) Purchase of individual or family policies after age 65.
(i) Individual policies which become paid up at age 65.
In addition, of course, there are the coverages available through
Blue Cros,-Blue Shield plans and other types of private prepayment
plans.
It is evident from the foregoing that private health insurance is
generally available for the present or future aged who desire such
protection. The several ap proa ches taken demonstrate the flexibility
of private insurance and the variety of choices available.
The Department of Health, Eduication, and Welfare reports that 23t
million aged persons are in active employment.13 With the widespread
existence of ,,group insurance plans for active employees, many of these
employed aged and their dependents would have group insurance
coverages. This together with the rapid extension of retiree benefits
under aroup plans means that substantial numbers of the aged are
insured mder group plans where the employer frequently pays a part
or all of the cost.
With so much of the development in long-term, guaranteed renewable coverages, extension of group benefits to retirees, and other inno11Tn testimony before the House Ways and Means Committee in November 196., the
HTAA indicated that, during a 5-year period, more than 2 million senior citizens had
been enrolled under mass enrollment programs. The JIIAA did not testify, as has been
alleged In the majiority report of the Senate Subcommittee on Health of the Elderly. that
the foreeing total was covered at a given point of time. Furthermore, these enrollment
flures did not enter Into the HTIAA estimate of the total number of aged persons covered,
tis estimate having been based upon a survey of the number of aged covered by Insurance companies on Dec. 31. 1962.
19" " Est11at4- of the Extent of Private Tieltli Tnsurance Coverage of the Aaed as of
Dec. 31, 1962," Health Insurance Asoclation of America, July 1963 and earlier studies.
."Merriam, Ida C., Director of Division of Rosearch and Stntislies. Social Security
Administration, before Senate Subcommittee on Health of the Elderly, Apr. 27, 1964.
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rations during the last 10 years, many of the present aged had no
opportunity during their active working careers to obtain coverage
continuing into retirement. Hence, the existence of current coverage
with respect to over half the aged population is a real achievement.
Persons moving into retirement now and in the future will have
benefits of substantial magnitude from both individual policies and
retiree group insurance that were not available to the present aged.
Health insurance can and does fulfill its fundamental function by
offering a wide variety of benefit patterns and benefit amounts. Their
adequacy in any individual case can only be measured in terms of
need in relation to all available resources or means, including current
income, assets, benefits deriving from such entitlements as veterans
status, employment status, or membership in religious, social or lodge
organizations. Furthermore, health care costs and the availability of
facilities for care vary extensively among communities and geographic
areas. Since the relationship of these elements differs in individual
cases, it is difficult, if not impossible, to generalize as to the adequacy
of existing health insurance coverages. In any event, adequacy cannot
be judged on the basis of a single health insurance policy in force in
any one company since we estimate that about 1.3 million of the aged
have health insurance benefits from more than one source.
In mid-1961, about a fifth of the older people insured by insurance
companies were covered by major medical policies. By the end of
1962, this proportion had increased to a fourth.' 4 Major medical
policies are especially designed to help offset the more serious medical
expenses, whether occasioned in or out of the hospital, resulting from
severe or prolonged illness or injury. Such coverages generally provide ul) to 75 or 80 percent of expenditures for hospital care, surgery,
physician services, nursing care, drugs, and frequently skilled nursing
home care; after an appropriate deductible and with the aggregate
benefit as high as $10,000. Since the end of 1962, there have been
extensions of the State 65 plans mentioned earlier and other major
medical plans offered to the aged by individual companies and it is
therefore reasonable to assume that the extent to which senior citizens
have major medical benefits has increased since the end of 1962.
TIE JAVITS AMENDMENT

That portion of the amendment, parts A through C, providing inpatient hospital, skilled nursing home, and home health care, irrespective of any need and financed through increased payroll taxes, involves
the fundamental objections that are inherent in the Gore amendment.
Part D of the amendment which would provide "complementary private health insurance for individuals aged 65 or over" would not acconiplish its purpose and is as undesirable as the proposed complslory
Iplogram. This part raises serious legal and administrative questions
which were the subject of a memorandum of comments concerning
S. 2431 submitted in response to certain questions raised by the chairnman of the Ways and Means Committee (p. 1281, pt. 3 of the hearings
on I.R. 3920, January 1964). A copy of this memorandum is attached.
Even if the proposal in part D were feasible, the cost of benefits
could not be lower than the cost of corresponding benefits provided
outside the purview of part D, since the pooling process proposed will
SOp. cit.

Footnote No. 12.
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not reduce such costs below cost levels which can be achieved in other
ways.
Provision of supplementary benefits is not the most economical
method of providing coverage. Administrative costs per policy do
not vary in direct proportion to the amount of benefits and premium
paid. To write a small policy supplementary to a Government coverage would entail administrative expenses at the same level as required
to provide the entire coverage.
ROLE OF GOVERNMENT

Much of the growth of voluntary health insurance among the aged
has come during an era of substantial improvement in both the income
and the resources of the aged. Private pension plan payments have
increased rapidly. The liquid-asset position has improved materially.
OASDI has provided an increasing flow of income payments to the
aged. Hence, we believe that sound growth in both numbers covered
and benefit adequacy will materialize if we are free to devote efforts
to this result.
In a dynamic economy of opportunity and free choie, we must
recognize that there will always be some individuals who through
personal misfortune or otherwise will require assistance to meet their
living requirements, including their medical care needs.
A sound structure for assisting such groups already exists in the
Federal-State assistance programs administered at the State and local
level and coordinated with existing health care facilities in the area.
Real progress has been made in establishing such programs. The
OAA program has, on the whole, solved most of the acute problems
facing the indigent aged in their need for food, clothing, and shelter
as well as medical care.
The progress ir. implementation of the newer MfAA program, still in
the developmental stages, compares favorably with that of other and
earlier Federal-State programs.
In addition, the programs established by Government at all levels,
to say nothing of the important services provided by voluntary agencies, play a significant role with respect to the payment for health care
of certain of the population age 65 and over.1 5
6oCnclusion
The established voluntary health insurance system for the majority,
with public and private programs to meet the needs of limited segments of our aged population, encourages individual responsibility
important in our social and economic system. Hence, the present pattern should be maintained with the existing public programs evolving
only as experience indicates the existence of a sul)stantial unmet need
that cannot be fulfilled by the voluntary health insurance system.
Within the necessary time limitations. it has been impossible to
discuss all of the adverse consequences that would result from the
enactment of these proposals. I-lence, we have limited our presenta.
tion primarily to factual information and statistics which alone, in
our opinion, constitute adequate reasons for your committee to reject;
15U.S. Department of HEW, Research and Statistics Note No. 3, 1963.
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this proposal. 1We appreciate this opportunity to preFent our views
on this matter.
(The comments concerning S. 2431, and appendix follow:)
COMMENTS CONCERNING S. 2431
Responses to questions asked in letter of January 27, 1964, which the Honorable Wilbur D. Mills, chairman of the Ways and Means Committee addressed
to Mr. 11. Lewis Rietz, executive vice president of the Great Southern Life
Insurance Co., to request his opinion and, if possible, the position of the
American Life Convention, the Health Insurance Association of America, the
Life Insurance Association of America, and the Life Insurers Conference on
S. 2431, legislation introduced by Senator Javits, to implement the report of the
National Committee on Health Care for the Aged. The questions asked by Chairman Mills, and the comments prepared in response thereto, are as follows:
I. "Would the proposed legislation be consistent with present legislation which
sets forth the role of the Federal Government in respect to the regulation of
insurance?"
While the ambiguity of the bill, and its silence on several key points, makes
It difficult to determine the extent of the inconsistency of such bill with the
MeCarran Act (Public Law 15, 59 Stat. 33 [1945]), there can be no. doubt whatsoever of the existence of such inconsistency,
This conclusion rests upon several factors.
First, the central purpose of the McCarran Act is to preserve to the States
the power to regulate and tax the business of insurance, Vie Southcastcrn Underwriters decision to the contrary notwithstanding. S. 2-31 would withdraw an
ill-defined but important segment of such regulatory and taxing power from
the States.
Second, the bill is ambiguous as to whether the intent is to provide total exemption from State regulation, or to superimpose a broad pattern of Federal
regulation upon the existing structure of State regulation with respect to the
insurance policies authorized by title V.
If, with respect to title V, the intent of the bill is to substitute exclusive
Federal regulation for all areas of State regulation, the bill is silent on so many
subjects (see the illustrations under question II) as to amount to a wholesale
delegation of legislative authority to the Secretray.
If. on the other hand, the intent of the bill is to create dual Federal and State
regulation over matters covered in title V, with State insurance laws applicable where title V is silent, then the respective areas of Federal and State jurisdiction are so inadequately delineated as to assure significant jurisdictional
conflicts.
Under either hypothesis, the fundamental inconsistency between title V and
the McCarran Act is apparent. Furthermore, the standard provided by section
507 is that each carrier shall be subject to the exclusive regulation of the
Secretary "with respect to so much of its business operations as is concerned
exclusively with offering for sale, selling, and administering, the standard policy
or alternative policies. * * *" The operations of an insurance company are
so interrelated that it would be virtually impossible to divide its "business operations" into those "concerned exclusively" with the policies authorized by title
V and the remainder of such operations. The same executive, actuarial, sales
underwriting, statistical, legal, claims, and administrative personnel within any
given insurance company would be concerned In part with the policies authorized
by title V, in part with other policies, and in part with matters concerning the
company's overall affairs.
II. "Would this provision have a tendency to undermine State regulation of
insurance ?"
Just as it is virtually impossible to separate those operations of an insurer
which are concerned exclusively with policies authorized by title V from those
which are not, so also those portions of regulations contained in title V cannot
be divorced from the interrelated functions of State regulation not mentioned in
title V. For example:
First, S. 2431 would require the preparation and promulgation of a Federal
insurance code to fill the omissions of the bill. In several respects S. 2431 would
expressly override or authorize the Secretary to override State statutory and
regulatory policy. For example, section 503(c) (3) authorizes the Secretary,
not the State insurance department, to determine whether an alternate policy
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"will represent to the subscriber thereof a dollar value which is not less than
that represented by the standard policy. * * *" Similarly, section 503(c) (5)
authorizes the Secretary and the Advisory Council to approve expense limitations.
Furthermore, section 503 (e) authorizes Insurers to earn a "fair profit" upon
supplementary health insurance policies. There is certainly no assurance that
such standards would be consistent with State statutory provisions that require
policies to be self-supporting, that limit administrative expenses, and that
forbid benefits unreasonable in relation to the premium charged.
Second, the bill is silent with respect to such fundamental regulatory areas as:
qualification and licen~ing of agents and brokers for the sale of title V policies;
capital, rsei~ves, surplus, and other fiscal regulation; the review and approval
of policy lorms by the States; the applicability or inapplicability of the uniform
individual accident and sickness policy provisions law; jurisdiction, service of
process, venue, procedure, and other incidents of litigation concerning title V
policies; reinsurance; the applicability or inapplicability of the Uniform Fair
Trade Practices Act; the relationship between an insurer's activities under
title V and such forms of State supervision as the licensing of companies l)y
the individual States, as well as the annual statement and State insurance department examination requirements.
Third, section 503(c) (6) provides that "the Association, in cooperation with
the Advisory Council and with the approval of the Secretary, shall devise programs designed to enable persons who have not attained age 65 and are still employed to purchase the insurance provided by the standard policy or an alternative
policy on a prepaid basis." Conceding the ambiguity of this provision, it could
be interpreted to extend the exemption from State regulation, and the commensurate growth of Federal regulation, to employees below age 65 for insurance
covering their active years as well as their retirement period. Such a construction of this provision, coupled with the nonprofit and tax exempted character of
title V policies, would quickly drive voluntary health insurance out of the
market, destory State regulation of health insurance, and substitute a Federal
program of governmental insurance for all ages.
III. "What Federal and State antitrust legislation would be affected by this
proposal ?"
All State antitrust legislation applicable to insurance companies would
be rendered totally ineffective insofar as concerns the business operations having
to do with the sale of standard or alternative policies.
Substantially all of the States have antitrust statutes, which in most cases
are very similar to the Federal antitrust statutes. In addition, shortly after
the enactment of the McCarran Act, many States, following the invitation extended by Congress in that act, enacted State fair trade practices acts (patterned after the Federal Trade Commission Act) and State Clayton acts (patterned after the Federal Clayton Act). All of tl~rze State statutes would be
made inapplicable to this particular line of business.
The Federal antitrust laws would also be nrade inapplicable to these insurance
operations. It is true, of course, that the M (Carran Act provides that the antitrust laws are to apply to insurance only to the extent that such business is not
regulated by State law. Thus, the Federal antitrust laws currently are not
applicable to many areas of insurance by reason of the fact that the States regulate in those areas. At the same time, the Federal antitrust laws do apply to
insurance where there are no State regulatory laws. Additionally, the McCarran Act expressly provides that the Shernmn Act i, in all events to remain
applicable to any act of boycott, coercion, or intimidation. Thus, in these two
areas the Federal antitrust laws presently apply to insurance. S. 2431 would
expressly render the Federal antitrust laws inapplicable to insurance companies
in these two areas in the case of the "standard" and "alternative" policies. The
total effect would be that insofar as concerns insurance company bs.ines;s operations relating exclusively to the policies covered by this bill, the Federal antitrust laws would be totally inapplicable.
IV. "Would there be a blanket exemption and what policy problems are
raised in this area?"
There clearly would he a blanket exemption from both the Federal and tIe
pply to the sale of the standard or alternative
n
State antitrust laws as they might
policies covered by S. 2431.
One serious policy problem that would arise from this bill is the possibility of
confusion between those activities which are exempted and other activities of
the insurance business which presently are subject to the antitrust laws
despite the McCarran Act. Section 507(a) of the bill would provide that the
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association and each carrier member would be exempted from both Federal
and State antitrust laws "with respect to so much of its business operations
as it is concerned exclusively with offering for sale, selling, and administering
tha standard policy or alternative policies." Clearly, this is general and somewhat ambiguous language, and it seems most doubtful that it could be made
sufficiently explicit.
The insurance companies engaged in this type of business manifestly would
-it the same time be engaged in many other types of insurance business. It
would be most difficult to separate these other types of operations from operations
"concerned exclusively * * * with the standard policy or alternativ- policies."
Ifhus, there would always be a grave danger that the antitrust exemptions granted
by this bill, and intended to be confined to these policies, would operate so as to
extend antitrust exemptions to insurance companies in areas beyond those
intended.
V. "Are there, in your opinion, any constitutional or policy questions as to
the Federal exemption of State premium taxes?"
The proposed exemption of title V policies from State premium taxes, and indeed State income taxes, raises serious constitutional questions.
We would concede that the Congress may constitutionally enact legislation exempting the contracts or activities of a Federal instrumentality from State taxation provided the creation of such Federal instrumentality is itself within the
power of the Congress.
Fundamentally, therefore, the question here may well
be whether the association is in fact an instrumentality of the Federal Government with the insurance company members merely acting as agents.
A study of the various provisions of the bill leaves great doubt that this is
in fact the case. It is true that under the provisions of the bill the premiums
on the policies sold by the insurance carrier will ultimately be placed in a common fund established by the "Association." It is also true that according to
the bill the assets of the reserve fund will be "the property of the Association,"
and that the expenses of the Association will be paid from monies in the fund.
Furthermore, the bill would provide that all benefits "payable on account of such
policies" are to be paid from the reserve fund. Finally. various provisions of the
bill indicate that the management of the "Association" is to consist of individuals
appointed by the F ederal Government. To this extent, the provisions of the bill
suggest that the "Association" is an instrumentality of the Federal Government.
But there are other provisions in the bill which suggest to the contrary. For
example, under section 502(a) of the bill, it is expressly provided that the contract is one "entered into between a carrier and another person whereby the
carrier, in consideration of the payment to it of a periodic premium, undertakes
to provide, pay for, or reimburse the cost of, health services for the individual * * *." This provision states that the carrier is the issuer of the policy,
that the contract is between the carrier and the insured, and that the carrier
undertakes full liability under the policy. Also section 502(e) expressly states
that the premium on the policy is the consideration "charged by a carrier for
coverage by a health insurance policy offered by the carrier."
These provisions would seem to make it clear beyond doubt that the insurance
companies are the issuers of the policies and the entities which assume all liabilities under the policy. Under this interpretation the "Association" is nothing
more than the vehicle for bringing together those insurance companies which
want to join in the program. To this extent, therefore, the bill would seem to
be one which exempts the member insurance companies from State taxation, and
not a bill which merely exempts a Government instrumentality from such
taxation.
This interpretation is buttressed by consideration of the provisions of the bill
dealing with the alternative policies, as distinguished from the standard policies.
Section 503(c) (3) provides that the "Association" shall develop health insurance
standards for the purpose "of enabling Its members * * * to devise and offer for
sale one or more health insurance policies each of which may serve as an alternative to the standard policy." This language is to be compared with the language of section 503(c) (1) which states that the "Association" shall "'devise
* * * and offer for sale through ib:members, a health insurance ),'iey* * *."
Thus, in the case of standard policies section 503 (c) (1) seeks to speak in terms
of selling through members, whereas in the case of alternative policies section
503(c) (3) speaks in terms of the member carriers offering the policies themselves. This is a technical comparison, but it suggests efforts on the part of the
draftsmen to make what is in fact not a Federal instrumentality appear to be one
merely for the sake of avoiding constitutional attack.
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In short, the proponents of S. 2431 may either create a Federal instrumentality
under title V and thereby provide a basis for congressional authority to immunize title V policies and activities from State premium and income taxes, or they
may create a Joint private-public cooperative endeavor and thereby achieve the
political advantages of such an association with the Institution of voluntary
health insurance, but not both.
Irrespective of the decision by the proponents of S. 2431 to modify their bill
to achieve tax immunity by the creation of a Federal instrumentality, the wisdom
of the exercise of such power is dubious indeed. Obviously the States, as well as
the Federal Government, must be able to tax In order te perform their proper
functions. Only a very small part-probably around 5 percent-of State
premium taxes are used for support of the State insurance departments. The
remainder is used by the States for general purposes and clearly constitutes an
important source of revenue. While the volume of the contracts in question
here would probably represent only a small part of the total insurance contracts subject to premium taxation, nevertheless the principle is the same. It
cannot be denied that the bill in question represents a direct interference with
the States' sovereign power. It seems a dangerous precedent even in this limited
instance to permit the Federal Government to interfere with State power to
tax.
VI. "Finally, I would like your opinion on whether this legislation would
establish a workable and effective scheme which private health insurers will
enter into?"
This question may be answered categorically and unequivocally In the
negative.
The spectacular growth of voluntary health insurance has been in large part
a consequence of the wisdom of Congress in preserving the system of State
regulation by enactment of the McCarran Act. As has been Indicated In earlier
portions of this memorandum, the enactment of title V would be inconsistent
with the policy of the McCarran Act and would significantly undermine the system of State regulation. Title V would not establish "a workable and effective
scheme" for a series of additional reasons, of which the following three are
illustrative.
First, S. 2431 would create jurisdictional confusion and regulatory uncertainty
by reason of the ill-defined division of authority between State and Federal
regulation.
Second, S. 2431 contains no provision either as to the source of the funds
necessary to launch the proposed program or, more significantly, the source of
the funds to pay claims and administrative expenses in the event that the proposed premium proves to be inadequate. In such situations, the Secretary might
decide that it was more logical to infer that the additional funds should come
from the participating carriers than from the Treasury of the United States.
Indeed, the latter alternative would require a separate act of Congress.
Third, S. 2431 provides for the Issuance of title V policies by private insurers
on a "nonprofit" basis. This factor, coupled with the one described in the preceding point, would place the board of directors of an insurance company In the
position of making its surplus available for deficiency assessments for title V
purposes while receiving no contribution to such surplus from title V policies.
Furthermore, the necessity for a deficiency assessment, and the consequent invasion of the insurance company's surplus, would be in significant part dependent
upon the Investment and administration of the title V reserve fund, In which
such decisions the insurer would have no part.
Under such circumstances, participation by an insurance company would be
so clearly contrary to the best interests to their stockholders and/or policyholders, and indeed such a threat to the solvency of the insurer, as to create
possible personal liability on the part of the directors.
VII. "Moreover, Senator Javits stated at the hearings that such policies, which
presumably would cover one-third of the health costs of aged individuals, would
be sold for $2 a week. Other witnesses testified, however, that such protection
would cost twice as much."
As to whether the "standard" private bealtlh policy, to provide benefits supplementary to the hospital and hospital-related benefits under the social security
system, can be provided for an estimated $2 a week as represented, a great deal
obviously depends oilthe scope of such supplementary benefits. The terms of
title V do not speoey the level of supplementary benefits with enough exactness
to determine their actuarial cost; Instead, section 502 spettks of payment of
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"part or all of most charges for or toward physicians' services," and of payment,
"In accordance with an unspecified schedule, for or toward the costs of surgery."
These descriptions are too indefinite to form the basis of specific cost estimates.
If section 502 were revised to include the usual schedule and bther provisions
contained in most policies providing reasonably adequate coverage for doctor
visits, surgery, and diagnostic X-ray and laboratory expenses, the estimated
cost would be about $10 to $12 per month, depending upon the maximum schedule
and maximum number of visits decided upon.
In no event would this cost be lower than the cost of corresponding benefits
pravlded outside of the purview of title V since the pooling process inherent in
placing all such coverages, under the auspice.- of the national association authorized by section 503, will not reduce such costs below cost levels which can
be achieved in other ways.
APPENDIX IN

CONNECTION

WITH STATEMENT ON

H.R. 11865

AND AMENDMENTS

(By H. Lewis Rietz for American Life Convention, Health Insurance Association
of America, Life Insurance Association of America, Life Insurers Conference,
August 13, 1964)
ESTIMATE OF THE EARLY YEAR AND LONO-RANGE COST OF BENEFITS UNDER TIE GORE
AMENDMENT TO II.R. 11865

This analysis of the cost of benefits under the Gore amendment to II.R. 11865
has been prepared from data generally available from insurers. The techniques
employed are those used by actuaries in determining the cost of benfits under
medical insurance plans. The analysis establishes that the bill's proposed tax
rate of 0.8 percent of a $5,400 payroll (as well as IIEW's estimated level premium
requirement of 0.85 percent) will be totally inadequate to cover the benefit costs
for OASDI eligibles. The IIIAA estimates the necessary tax rate to be at least
twice as great. HEW's estimate of costs for the aged not eligible for OASDI
benefits is, likewise, too low.
It is to be noted the HEW's estimated level premium is based on the assumption that earnings will not rise above 1963 levels, or that, if they do, the earnings
base of $5,400 and the deductible of $10 per lay will be increased proportionately
by the Congress. However, earnings can be expected to continue to rise. If
earnings rise at 3 percent per year, the rate used by the Social Security Administration in actuarial study No. 53, August 1061, then in 1966 (the first year of
full benefits), the IIEW's level cost estimate of 0.85 percent will not evell be consistent with the assumptions of hEW unless the taxable wage base is raised to
$5,900 instead of $5,100 by 1966. (Alternatively, a rise in the tax rate above
0.8 percent could provide temporarily for the necessary Increase in revenue.)
Additionally, it wvoul be necessary for the $10 per day deductible to be increased to $11.60 per day in order to maintain the system in balance. The
HEW estimate also assumes that Congress will continue to keep the program
"current" by further regular increases in the taxable payroll and in the $10
deductible as earnings continue to rise after 1966.1
The Gore amendment to II.R. 11865 (hereinafter referred to as the amendment) provides that all persons 65 years of age ar olde-, whether eligible for
OASI)I benefits or not shall be entitled to receive the benefits noted below. For
OASI)I eligibles, the benefits would he paid from OASI)I funds. For those not
eligible for OASDI the benefits would be paid from general revenue.
Benefits undcr the Gore amendment
(a) Up to 90 days of inpatient hospital services in semiprivate accomnodations subject to a deductible of $10 for each of the first 9 (lays of confinement,
with a mnimninimnum deduction of $20 per benefit period; or l)to 180 (lays of
inpatient hospital services in semiprivate accommodations subject to a deductible
of 21/2 times the average per diem yate for such services; or up to 45 (lays of
Inpatient hospital services In semiprivate accommodations with no deductiblee.
(b) Up to 180 days of care in a skilled nursing facility affiliated with a hospital, upon transfer to the nursing facility after treatment as an inpatient in
the hospital.

I See actuarial study No. 57, HEW, July 1963, and statements by R. J. Myers,
Actuary, Social Security Administration, before Senate Finance Committee, Aug. 7,
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(e) Outpatient hospital diagnostic services subject to $20 deductible during
any 30-day I)eriod.
(d) Up to 240 home health service visits during a calendar year. Such
services consist of intermittent nursing care, physical, occupational, or speech
therapy, medical social services, medical supplies (other than drugs and biologicals), and the intermittent services of a home health aid.
Estimated cost8
The actuarial bases for the association's cost estimates are presented in (Ietail
on the following pages. Shown separately are estimates for 1960 (the first full
year for which all benefits will be available). and for subsequent years. The
results of the calculation of the "level premium" cost of benefits is also included.
A summary of these cost estimates Indicates the following:
(1) Benefits provided under the amendment woul cost $2,772 million in 1966.
(2) By 1990, the 25th year of the proposed program, the association estimates
that the annual cost for OASDI eligibles will reach $6,796 million (even with
no further rise in earnings levels beyond 1966).
(3) The "level premium" cost of the amendment per HEW estimates would
be 0.85 percent.' On a similar basis, but with earnings frozen at the 1.966 level
(the first year of full benefits), the association's estimate of this "level premium"
Is .1.0*0 percent. On the other hand, this estimate is increased to 2.13 percent
should the earnings base of $5,400 and the $10 per (lay deductible not be increased in proportion to the assumed Increased earnings of 3 percent per year
through 1980.
(4) Under present law, social security taxes are scheduled to rise to a conbined employer-employee tax rate of 9% percent of the first $4,800 of taxable
Income by 1908. Employees earning the maximum together with their employer,
will pay a combined $444 per year. With the addition of benefits in 11.11. 11865
plus the Gore amendment the tax rate will be 10.4 percent and, based on a $5,400
taxable payroll, according to the bill, the amount will have to be increased to
$562 per year. Based on the association's estimate of the cost of health care
benefits, and without any transfer of gains from the OASDI system, the combilled amount will be $051 per year-47 percent more than the scheduled amount
for present benefits and 108 percent more than the combined amount paid currently.
(5) For the nmon-OASDT aged (excluding railroad retirees) the association
estimates a cost of $592 million In 1966 although a portion of this cost will be
offset by current Federal spending under the OAA and MAA programs. By
1990, the association estimates that the annual expenditure for this group will
be $704 million if all of the persons not eligible for OASDI benefits at that time
are covered under the program. However, if eligibility for benefit, is limited
as provided by the amendment as now written, then some 21/2 million persons in
19')0 will not be eligible for benefits and there will be only a very small cost for
a residual group of persons who are eligible for benefits in accordance with the
amendment.
It is to ibe noted that these estimates of cost, as with all such estinmtes, are
subject to some limited degree of variation either above or below the level
estimated herein. The element contributing the greatest amount to the total
cost, however-namely, the cost of hospitalizatlon-is subject to the least percentage variation.
ESTI'MATEI) COST IN

1966 FOR OASDI

ELIGIBLES

Cost of inpatienthospital services
The association has presented documented calculations of the estimated cost
of prior governmental proposals to provide health care benefits to the aged.'
These calculations, based upon a thorough survey of available insured lives data,
indicated an annual rate of hospitalization of 180 persons per 1.000 and an
average duration of hosnitalivntion of 18.9 days as anpropriate for evaluating
the cost of hospitalization for the OASDI population. The prodtit of these two
factors equals an expected average of 8.4 days of hospitalization stay per
OASDI eligible per year. These data are for a plan with a 90-day muaximumi.
2'1le

it'vel premium' calculation is based upon a 1963 earnings level and on the assump-

tion that the taxnhle wage base will be increased to at least equal Increases In the earnings
level per methodology employed by the Social Security Administration, Il-,W.
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With the introduction of the amendment, all of the material previously
analyzed 3 was reviewed and, in addition, more recent data which had become
available was studied. The new sources '. confirmed the hospital utilization
rates previously used by the association as appropriate for the valuation of the
current legislative proposals. See attached appendix tables (these data had
,over a quarter million life-years exposure).
The development of hospital utilization rates by a review of actual claim
.and exposure records available from insurance companies, Blue Cross plauis,
.and Canadian provincial plans provides a reliable basis for the health insurance
actuary to measure hospitalization costs. HEW, on the other hand, based its
estimate of'hospital usage on the unverified results of general population survey
data-primarily a household interview survey conducted In 1957 among 5,365
,of the then 14 million OASDI beneficiaries.' Surveys such as the type conlucted by hEW suffer from Intentional underreporting of "embarrassing" ailments by the aged and the unavailability of data for deceased lives. After
."adjusting" such data for underreporting due to the inability to obtain inforiation on deceased lives, the Department arrived at an initial hospital utilization
rate of only 2.68 days per OASDI eligible or 20 percent below the 3.4 days
faentioned above.
According to the American Hospital Association, the average per diem cost
(including the cost of room and board as well as ancillary services) in nonFederal short-terma general hospitals in 1963 was $38.91.8 As indicated in the
table below, this average per diem cost has risen in recent years at an average
annual increase In excess of 7 percent.
A veragc cost per
Average cost per
patient-day I

patient-day 1

1946-------------------------$9. 39 1959------------------------30. 19
1950 ------------------------15. 62 1960------------------------32. 23
1955 ---------------------------- 23. 12 191 ------------------------34. 98
36. 83
1957 -------------------------.
26.02 1962------------------------1958 ------------------------28.27 1963
------------------38. 91
'See footnote 8.
Assuming that per dieal costs increase by only 5 percent during 1964 to 1966,
the per diem cost will reach $44.75 in 1906. HEW has estimated that the hospital per diem for the aged will be considerably less. HEW does so by using
a smaller rate of increase in hospital per diem between 1963 and 1966, and by usig a smaller than average daily cost for the aged. HEW maintains that special
service charges per day will be lower because persons over 65 have longer than
Average hospital stays. This approach would be more correct if all ages had the
saute special service charges. 9 In actual fact, the aged experience considerably
higher special services charges
Further, IIEW has assumed that OASDI beneficiaries under the program will pay less than full charges for a day in hospital.
If the program were to reimburse hospitals at a rate less than their full charges,
the already serious financing problems of hospitals would be increased and an
,unfair and discriminatory burden would be placed upon paying patients under
age 65 from whom hospitals would be forced to secure additional revenue.
Furthermore, although HEW has admitted that hospital costs are likely to increase somewhat more rapidly than the general earnings level in the next few
year, they have assumed that such differential will, over the long run, be counterbalanced by hospital costs rising less rapidly than the general earnings level."
It is difficult to see how this can occur.
Application of the utilization and per diem cost factors, discussed on the foregoing pages, to the eligible OASDI population, yields the annual cost of hospitalIzation for 1961-for a plan with a 90-day niaxinmmini and no deductible. The
calculation is shown In the following table.
Te'stiaionv of 1I. Lewis Rletz re H.R. 4222 antIH.R. 3920 before Ways and Means Comilittee, app. A, July 31, 1961, and app.. Nov. 22. 1963.

4Annual report of the Saskatchewan Hospital Services Plan, 1961 and 1962.
5Maidtoba Iospital Commission morbidity study, 1961.
OErdenberger, Richard W., Transactions of the Society of Actuaries, pp. D416

)i17,

vol. XIV. March 1963.
7 Actuarlal study 52, IIEW, July 1961. and actuarial study 57, HEW, July 196".
8 Hospitals, August 1964, American hospital Association.
0 "An Investigation of Group Major Medical Expense Insurance Experlence," Gingery and
Meliiman, Transactions of the Society of Actuaries. vol. XIII, p. 522, 1961.

. See "Actuarial Study No. 57," HEW, July 1963.
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Age

Eligible
OASDI population, 1966 1
(in millions)

Days per
person per
year 2

Hospital costs
(i millions ) I

65 to 69 -----------------------------------------------70 to 74 -----------------------------------------------75 to 79 ------------------------------------------------

6.2
4.6
3.1

2.60
3.10
3.00

$721
638
541

Total --------------------------------------------

16.0

3.45

2,461

So and over --------------------------------------------

2.1

6.00

664

I From Division of the Actuary, HEW, by telephone, August 1961.
s Composite rate derived from actual claim records as published inI sources noted in references I to 4
Examples of some of the data reviewed are slown in appendix table 1.
8 Based upon an average hospital per diem of $14.75 as noted InIthe foregoing pages of this memorandum.
This Is a conservative projection of official cost data of the American Hospital Association.

With no deductible, the average cost for hospitalization per aged OASDI
eligible In 1966 will be $15.
As to the deductible, most persons age 65 or inure
who are hospitalized remain at least 9 days, in which case the deductible (under
the 90-day plan) is $90. However, since some persons stay in the hospital less
than 9 days, the deductible for this relatively smaller group will be less than
$90. Based on unpublished data available from several large insurance coinpanies, and a review of recent published experience from the British Columlio
Hospital Plan," it has been determined that the average deductible will be $75.
With an admission rate of 180 per 1,000 among the OASI)I aged eligible population, this would result in a cost reduction of $13.50 per person (i.e., 180X
$75). Thus, the net cost per person per year under this plan, for hospitalization,
should be about $140.50 (i.e., $151 less $13.50).
It is to be noted that the foregoing estimate does not take cognizanre of the
fact that the deductible may be applied only once during a benefit period. To
the extent that OASDI eligibles are readmitted for additional hospitalization
during tile same benefit period, the costs wouldlbe further increased since the
deductible Is not applicable.
It will be noted that the association has determined that the deductible in the
00-day plan will reduce hospitalization costs by about 9 percent. IIE\V, on tle
other hand, has estimated2 that tle deductible would reduce hospitalization
costs by about 15 percent.'
Inl other words, it estimates that the deductible
would have almost twice the effect. As in the instance of hospital utilizatim,
IIEW based this estimate on lhe unverified results of household interviews of
a sample of the general population. For this study, the sample included only
3,000 aged persons."
The association has conducted a careful review to determine if the other
two options for hospitalization benefits under the amendment are actuarially
equivalent to tie 90-day 1)lan. If (hey were actuarially equivalent, there would
be no (lifferelice in the cost of the 1srogrinl for the three option"'.
The determination of whether or not the options are actuarially equivalent
depends upon tie use of what is known as a "continuance tlble." Ill this irilysis, use was made of a continuance table based upon 1960 British Coluibia
data. This review indicates that the options are not actuarially equivalent.
In the absence of anitiseletiion, that is, a tendency of the beneficiaries to select
the benefits best suited to their needs, the review shows that the -15-day benefit
with no deductible is worth 2.6 Iercent more, onl the average, to a beneficiary
than is the 90-day option. It has likewise been determined that lhe 18)-daly
benefit with a deductible equal to 2, times the average per diem hospital cost
is worth 2.7 percent more, oil tile average, than the 90-(lay option.
Since the '5-day option provides "first-dollar coverage," it is to be expected
that this option will be tile most popular among beneficiaries. It It Is assumed
that 70 percent of benetieiaries elect tle 45-(ay option, 10 percent take the 90day option, and the remaining 20 percent elect the 180-day elplion, 1ll ele.tiois
being without any particular regard to the lleeds of the beneficiaries (that is
without antiselection), then the estimate of $140.50 noted above would have to

be increased by 2.4 percent.
'5 Annual report of Britisli Columbia Hospital Plan, 1959. This experience was based
upon
2 28.000 claims distributed by duration.
' See footnote 7.
"3U.S. national health survey, series B-7, December 1958, table 14.

SOCIAL SECURITY; MEDICAL CARE FOR AGED

585

It should be noted, however, that over 171/ million persons now age 65 or
older will have ample opportunity to elect their option. It is clear, therefore,
that it would be too optimistic to assume that there will be no antiselection.
Beneficiaries who suffer from chronic ailments will have a natural tendency to
elect the 180-day option, while persons who do not anticipate the need for long
hospital stays will be attracted by the 45-day option with no deductible. Antiselection then could result in a larger number than would normally be expected
of long-term clans under the 180-day option, with a decrease in the number of
short-term cases. Under the 45-day option a larger than normal number of
short-term claims would appear.
It Is estimate(] that antiselection of this sort would raise the initial cost of
hospitalization benefits under the amendment by at least an additional 2.5 percent. This additional cost due to antiselection would diminish in future years,
as beneficiaries who are not yet now 65 or over would have to elect their option
suffiicently far In advance to minimize antiselection.
In summary, it Is expected that the hospital care portions of the amendment
will cost about 5 percent more than the aforecited net cost per person per year
of $140.50 or $148 Initially. In later years, the effect of antiselection and tile
actuarial nonequivalence of the three options will result in a 2.4-percent increase
over hospitalization costs in those years.
Cost of outpatienthospital services and home care services
Tile association has presented estimates of the cost of outpatient and home
care benefits as proposed by the amendment." They are similar to those contained in H.R. 4222 of the 87th Congress and H.R. 3920 of the 88th Congress.
Based on the most reliable data available, those estimates indicated that the
benefit for out patient hospital diagnostic services will cost $4 per person per year
In 1966. For home health services, the estimated cost will be $6 per person per
year.
Cost of skilled nursing home services
A recent nationwide survey inlicates that there were 24,114 skilled nursing
home beds in facilities affiliated with hospitals in 1962." The same study indicated that there were an additional 2,886 such beds under construction or inl
active planning for use in the near future.
By time end of 1966 additional facilities affiliated with hospitals will be constructed and many skilled nursing care facilities not currently afliliate(d wvit i general hospitals could develop affiliation agreements in order to qualify under the
amendment. The additional beds produced hy these activities are estimated at
33,730 or 10 percent of the 337,300 skilled nursing beds in skilled nursing facilities
as of 1962."
A combination of the skilled nursing beds now eligible with those which will
become eligible by the end of 1966 produces a total of 60,730 such beds. Since
these beds will undoubtedly be made available, priniarily, to the aged and since
the supply will be insufficient, there will be a high occupancy rate. If an occupancy rate of 90 percent is assumed, the average daily census in such facilities
would be 54,660. This would be equivalent to 19,951,000 total days of care per
year.
In 1962, the average charges made by nursing homes covered under the insurance l)lan for Federal employees was $9.79." The corresponding average under
the Connecticut 65 nursing home coverage was $12.2621 Because of the similarity between the cost factors for nursing homes an(l those for hospitals. the cost
can he expected to increase at least 5 percent per year in a manner similar to
hospital costs. Also, it would seem reasonable that per (lien) cost for nursing
facilities meeting tihe definition In the amendment would be higher than the
average present-day charges made hy nursing homes recognized under the plan
for retired Federal employees. The average per diem cost in nursing homes in
196 is, therefore, estimated at $12.
Various surveys indicate that, on any single day, about 30 to 40 percent of nursIng home patients have been confined for less than 6 months. However, these
surveys have included all nursing homes, find many of the patients in these
homes were receiving only custodial, personal, and shelter care rather than
14See footnote 3.

15.Medical Care Research Center. St. Louis. Mo.. 1962.
",Nurslng Iomes and Related Faellltie," IIEW, FeIruarv 1903.
S1,Experlence of First Polle Year Under Connecticut 65,' as distributed to portlclpnt.
lag Insurance companie-. May 1963 ;and letter from Aetna Life Insurance Co., May 1963.
30-453-04-88

586

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

skilled nursing care. It would seem reasonable that the proportion of patients
on any given day who would have been confined for less than 6 months could
easily be as high as (30 Ircent where all patients are receiving only skilled
nursing care. It should be noted that if the amendment passes, the operators
of these facilities would be under considerable financial pressure to avoid patients who did not need skilled nursing care because of the availability of
Federal financing for patients who do require skilled nursing care. If a 60percent assumption is used, the total annual days of care which would be pyable under the amendment would be at least 11,971,000.
At a cost of $12 per day, the foregoing 11,971,000 days of care would Involve
an expenditure of $143,650,000 in 1966. This amount would, of course, be for :ll
the aged eligible under the amendment. For the 16 million eligible OASDI
aged, the cost would be 78 percent of this amount, 8 or $112,047,000 with the
remaining $31,603.000 for all other aged (including railroad retirees).
The foregoing costs assume a skilled nursing home utilization by the OASDI
aged of 0.60 days per year (at $12 per (lay, this produces an annual cost of $7.21
.per person).
For the other aged, the utilization is assumed at 0.80 days or an annual cost
-of $9.60 per person.
It is to be noted that HEW has never published specific assumptions as to
the basis for its determination of the costs of the skilled nursing home benefits. 9
It should be noted, further, that HEW has reduced its estimated costs for
hospitalization on the assumption
that the availability of nursing home benefits
will reduce such costs. 9 Such an assumption is questionable, particularly since
there Is no financial incentive for aged persons to leave the hospital until the
maximum limit of 45, 90, or 180 days has been reached. Moreover, the nursing
home beneflt, under terms of the amendment, is available after only 1 daiy of
hospital confinement.
1this very liberal qualifying requirement could easily
result in inreasd use of the hospiltal in order to qualify for nursing home
benefits.
Summary of co8ts for OASDI elifiblc8 in 1966
Voqt per person
per year in 1966 1

Inpatient hospital services ------------------------------------------Outpatient hospital services -------------------------------------------Skilled nursing home care --------------------------------------------Home health care ----------------------------------------------------

$148
4
7
6

Total --------------------------------------------------------1These costs have been rounded to the nearest dollar.

165

At a cost per person per year of $165 in 1966, and with 16 million OASDI eligibles,"0 the total cost of the amendment (excluding administrative expenses) for
this portion of the aged will be $2,640 million in that year. With administrative
-expenses of 5 percent added, 21 the cost for OASDI eligibles in 1966 will total
It should be noted that these estimates of cost are based upon an estimate(]
eligible OASDI population under the social security law as no", constituted and
as proposed under H.R. 11865. Any further change h the law which added
additional eligibles would increase these estimates.
ESTIMATE OF COST IN 1066 FOR AGED NON-OASDI ELIGIBLES (EXCLUDING RAILROAD
RETIREES)
The following table indicates the development of hospitalization costs for the
non-OASDI aged In 1966. The methodology and source material employed is
similar to that for the OASDI aged.
IsBased upon a review of the relative use of nursing facilities of the 2 populations
as shown by the age curve of nursing use in the Connecticut 65 experience. By letter
from
the Aetna Life-Insurance Co., May 1963.
'9 See f.otnote 7.
20From Division of the Actuary, HEW, by telephone, August 1904.
uAdministrative expenses could easily reach 10 percent; see Faulkner, B. J.,testimony before the House Ways and Means CommIttee, July 1959. For the current program, expenses of 5 percent have been assumed.
.$2,772 million.
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Age

&5to 69-----------------------------------------------------70to 74 ------------------------------------------------------75to 79 --..------------------------------------------------80and over --------------------------------------------------.
Total ---------------------------------------------------

Non-OASDI
aged population
(in millions)

Days per
person
per year

587
Hospital
costs
(in millions)

0.8
.8
.6
8

2.60
3.10
3.90
6.00

$93
111
105
215

3.0

4.09

524

Average cost per person (excluding administrative expenses) $174.67.
Application of the deductible under the 90-day plan will reduce tile average
cost per person from $174.67 to about $160.
To this cost must be added
about 5 percent for antiselection and th actuarial imibalance of the three
options (see previous discussion for OASDI eligibles) making the cost per
person $168.
A summary of the above costs, together with those for skilled nursing home
care (developed earlier in this menioranldum), and outpatient care and home
health care, which should. be the same as for OASDI eligibles follow:
Summary of costs per szon-O.-l SDI in 1966
Cost pet, person
per year in 1966'
Inpatient hospital services -------------------------------------------$168
Outpatient hospital services ------------------------------------------4
Skilled nursing home care ------------------------------------------10
Home health care ------------------------------------------------------6
Total ---------------------------------------------------------'These costs have been rounded to the nearest dollar.

18

With 3 million non-OASDI aged (excluding railroad retirees) in 1960, tie
cost (including administrative expenses of 5 percent) will be $592 million.
Cost estimates for yjcars subsequent to 1966 for OAISDI cligibhlcs
Many factors, both inherent in the provisions of the amendment and in tlhe
particular patterns and trends in medical care and lnedical economics, will
produce substantially higher costs in future years for the benefits provided
by these bills. The association, after a careful review of these factors, has
prepared the following estimates of the probable costs of the amendment for
years after 19606.
Inpatient hospital Services
Authorities in the hospital field expect hospital costs per bed per day to increase faster than the general cost of living for some years to come.?' Other
experts in medical economics agree with these hospital authorities. Thus,
Assistant Scecretary of Health, Education, and Welfare Wilbur Cohen has predicted that hospital costs following the current trend would reach $70 per day
by 1972.1 Other analysis at IIEW have projected a cost of $57 by 1970 as indicated in the attached appendix table 111 (taken from an HEW publication). In
a paper presented at a recent meeting of the Casualty Actuarial Society, Murray
Latimer calculated a probable hospital per diem cost of $54 by 1970.'
It is to be notml that, as these hospital per diem costs increase in future
years, the percenlti-,e savings due to the $10 per day deductible will decrease.
With the foregoing in mind, a conservative estimate is that hospital costs
will continue to rise at an annual rate of 5 percent through 1968, and by 4
22The deductible for this group would be worth about $15, Inasmuch as the weighted
frequency of hospital admissions Is 0.190 rather than 0.180 as In the instance of the
0ASII population.
2F-or example, see the following: (a) Russell A. Nelson, past president AHA, Annual
Group Isurance Forum, IIIAA, February 19061; (b) "Forces Affecting the Community's
hospital Bill,"Ray E. Brown, Journal of the ALIA, 8eptenlber-October 1958; (c) "The
NaIture of Hospital Costs," Ray B. Brown, Journal of the AI1A, April 1950 and Hay U.
Brown, Journal of the AIIA, July 1, 1963. Also. "Trends in Hlospital Costs in tie Metrol itan
1947-67," United hospital Fund of New York, May 1903.
Iarro
l' New
n's, York
Oct. Area:
29, 1902.
'2 "Costs of hospital
Benelts for Retired Eniployces," Murray Latimer, annual meeting
of Casualty Actuarial Society, May 5, 1901.
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percent for tile succeeding 10 years to 1978, and 3 percent thereafter. Of
these total yearly percentage increases, 3 percent per year is estimated to
relpresent the Increase in the general earnings level and 2 percent and 1 percent
respectively, the excess of the increase in hospital costs over the increase in
the general earnings level. After 1978, It is estimated hospital costs will have
caught up with the general earnings level and any future Increases will bo
at the same rate as for the earnings level.
These increases will produce the following hospital per diem costs subsequent
to 1966:
Actual
In terms of
dollars

19066 dollar

1967-------------------------------------------------$47
--------46
1970-------------------------------------------------53-------48
1975 ----------------------------------------------------65 ---------50
1080 -------------------------------------------------77 51
1 Increase above yearly Increase of 3 percent In general earnings level.
2 For 1978 nail later years.
It is to be noted that NEW has assumed; (1) that Congress will keep the
system Sound by increasing the wage base as earnings rise ; and (2) that hospital
costs, on the average, will increase no more rapidly than the general earnings
level after 1971. By 1966, the increase in earnings level alone would require
a taxable wage base of $5,900 to conform to those assumpitlons. Thus, with
regard to the association's projection of per diem costs it is only the additional
increase in hosplitilt costs above that caused by increases in the general earnings
level which will result in greater benefit exlenditures under the program. The
association does not agree with this assumption lut has used it in this instance
for coulslpratlive purposes only. It will be observed that the foregoing hospital
per diemn projections are below costs Iredicted by the IlEV sources cited.
The following talble provides a calculation of the hospitalization costs to be
expected in 19190, under the 90-day plin with no deductible. It is to be noted
that there has been no allowance made for increased frequency of hospital
utilization eveit though this has been increasing at about l1 '/ percent per year."
The hIEW's assumption with respect to ultimate utilization is 2.98 days or almost
20 percent lower than the 3.5 days shown below.
Eligible agel
OASI)
population
(in millions)

Ago

05 to 019
-------------------------------------------------

71 to 71------------------------------------------------------

]):iys per
Pperson
per year

9.
7.5

75 it 79 -----.-.------------------------------------------.....
A,.
6

80 ai

over --------------------------------------------------

T'ot:-l .

.

.

.

5.1

..--------------------------------------------27.9

2. 610
3.1(

I rospit:4lza-

tion costs
(In millions)

$1.21
1.liS

3. 0

1,114

3.05

5, 198

600t

1,652

I Basu'd on a hospital her (Pem cost of $,51expressed In 196 dollars.

NoTri.-A average cost Ir person per year $1S6.31.

With no deductible, the average cost per eligible aged OAS1)I beneficiary
will be $1S6.31 Itnder Ilhe 90-day plan in 1990. The effect of the deductible
(worth $13.5) as previously indicated) will reduce tills cost to $172.81. As
previously indicated, tile effect of the actuarial lImbalance of tile other two
options will increase this cost by 2.4 percent so that tile overall cost of hospitalivalion ill 10010 will be about $177.
Outpatient hospital services and home health scrvice8
For lmirlses of this memorandimi, it Is assumne~d that the costs for these
benefits will not increase in future years.
,Skilled nmrsing home services
Cost estimates for tile benefits of nursing home care in future years are subject to a wile degree of variation.
This is acknowledged by IIEW. Ili a ipblicatioll of the I)epartment, " In referring to its nursing home cost estimate, it
0lTIEW, "1962 Edition of Trends" (annual).

21See footnote 7.
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states "* * * analysis can produce a wide spread In the cost estimates-both
short range and long range."
Tie association has prepared two long-range cost estimates for the cost of
nursing home care. The "low cost" estimate is based, primarily, on the first
15 months of experience under the Connecticut 65 plan. The "high cost" estimate
is based on the estimated number of beds which might become available for
skilled nursing care In the future as Indicated by estimates of need made under
the Hill-Burton State plans and actual beds currently used in the live States
wvith the highest ratio of beds per thousand population. The actual cost estimate
used represents an average between the two results.
Low-cost estimate for nursing home care in future ycara
As stated, the low-cost estimate is based upon experience under the Connecticut
65 plan.2 The Connecticut 65 plan has a 90-day maximum for nursing home
care. Experience under this plan was adjusted by a factor of 1.5 to produce
utilization rates for a 180-day plan as in the amendment. With this adjustment
the following utilization of nursing homes is obtained:
Days
per person
Age

per year

Under 75
-------------------------------------------------0. 49
75 to 84
--------------------------------------------------2.46
85 and over
------------------------------------------------5.24
Based on the age distribution of the eligible aged OASDI population in 1990,"
the average annual number of days of nursing home care to be expected is 1.47 per
person. With 27.9 million eligible OASDI aged in 1990, this equates to 41
million days of nursing home care.
Because of their interrelatedness, the per diem costs il nursing homes in
future years should rise, annually, at the same rates predicted on preceding
pages for hospital per diem costs (i.e., 50 percent per year through 19068 and
4 percent per year through 1978, and 3 percent thereafter In order to be consistent
with the corresponding assumption for hospital benefits). On this basis, the
nursing home per diem in 1990, expressed in 1966 dollars, will be about $14
($13.79). With 41 million days of care to be expected, this would mean an
expenditure of $574 million or about $21 per OASDI eligible.
High-cost estimate for vursing home costs in future years
The high-cost estimates will be dependent primarily upon the number of beds
made available for skilled nursing use because it can reasonably be assumed that
such beds will be utilized if they are made available. These estimates make no
allowance for any savings which may occur under the corresponding program of
benefits for inpatient hospital care. Estimates of need for long-term care beds
have been made under the Hill-Burton State plans and these estimates are ill tile
neighborhood of 50 beds per 1,000 aged persons. 0 An estimate of possible developulent of skilled nursing beds can also be developed by projecting the average
ratio of skilled nursing home beds per 1,000 of aged population in the 5 States
with the highest ratios to the total aged population. This projection also results
in an estimate of probable future beds in the neighborhood of 50 per 1,000 aged
persons. Using this estimate, the total number of beds needed and available In
1990 would be 1,525,000.
If tile following assumptions are made, the average number of persons resident
In such facilities on any day and eligible for benefits under the amendment would
be 410,000.
Assumptions:
(a) On any day, 80 percent of the beds are occupied by aged persons and
20 percent by persons under 65.
(b) Nursing facilities have an 80-percent occupancy rate.
(e) Thirty percent of the residents on any given day are actually not
receiving skilled nursing care but rather domiciliary care which Is not provided for under the amendment.
(d) Sixty percent of the aged persons resident in such institutions and
receiving skilled nursing care on any day have been confined for less than 180
" See footnote 17.

2.See footnote 20.
0 lll-mBurton State plan data, a national summary as of Jan. 1, 1962, PUS Publication

No. 930-F-2, 1962, pp. 46 and 48.
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days and have been transferred to the Institution from a hospital as required
by the amendment.
At an average per diem cost of $14 in 1990, the assumptions outlined above
would produce a total annual cost of $2,095 million for all the aged and $1,913
million for the OASDI aged (about $69 per eligible OASDI aged in that yet r).
The average of the low ($21) and high ($69) cost assumptions for nursing home
care costs, In 1990, is $45 per person per year.

Summary of c08ts for OASDI aged eligiblC8 i 1990

Cost
per person

per year I

Inpatient hospital services -----------------------------------------Outpatient hospital services -------------------------------------------Skilled nursing home care -------------------------------------------Home health care ----------------------------------------------------Total

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

$147
I
4
23.

Expressed In 1966 dollars.

With 27.9 million eligible aged OASDI beneficiaries, at a cost per person of
$232, and with 5 percent added for administrative expenses, the total cost in 199(
will be $6,706 million.
COST ESTIMATES FOR YEARS SUBSEQUENT TO 1906 FOR NON-CASDI AGED
RAILROAD RETIREES)

(EXCLUDIN(

A calculation of the hospitalization costs for the non-OASDI aged in 1990, based
on methodology previously described for a 90-day plan, is shown in the following
table:
Non-OA EDI
aged, 1990
(in millions)

Age

65 to 69 ----------------------------------------------70 to 74 ------------------------------------------------------.
75 to 79 ----------------------------------------------------.

-

80 and over -------.---------------------------------------Total -----.----------------------------------------

Days per
person per
year

Hospitalcation costs
(in millions)

6
5

2.60
3.10
3.90

$43
95
99

2.6

4.01

532

-0.7

.81

6. 00

245

NOTE,-Avorage cost per person per year $201.62.

The calculation for the approximately 21/' million non-OASI)I aged (excluding
railroad retirees) in 1990, yields an average cost of $194 ($205 less $15 for the
value of the deductible plus 2.4 percent for the value of the other 2 options).
Based on similar melhodology for estimating costs in 1990 for the OASI)I aged.
the per person costs for nursing lioie are estimated at $54, at $4 for outpatient
hospital services, and SO for home health care. For all services provided by the
amendinent, in 1990, (he cost per non-OA SDI eligible aged person will be $258
)his 5 percent for administration expei'res. For the 2.6 million such aged in
that year, this will mean an expenditure, from general revenue, of about $677
1111 oll.
However, almost all of tle non-OASI)J aged in 1990 will not actually be eligible
for Ibenflits under the aiendilent as l)resently written. Therefore, probably
less than $60 million will be required from general revenue under the amendment
unless the law is changed.
LEVEL PREMIUM

COSTS

Tie level 1)remniulsl cost as a pei eatag, of taxable wages requird to 11nance
elod.ei herein, ha beeuicterthe amendment based (,n tl,: 1'er c. ita (,,sts >v.c,\
inined using the internediate estimate of persons aged 65 alld over eligible under
OASDI, a 1966 earning level, a 31/,-percent interest rate, and a $5,400 taxable
siusilar to tie procedures used by the Social Security
playroll, in it aer
Ad ii.i:"tration in t he develolitent of their estimate of a level cost requirement
of 0.85 percent. The level cost an(1 the combine employee-enployer tax oin this
basis is estimated to be 1.06 perceilt,
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As noted in the foregoing sections of this memorandum, ti above HEW methodlology assumes that the Congress will keep the system sound by further increases inl the taxable wage base and the $10 per day dedtutible if the general
earnings level rises. This means that in 1966 a taxable wage base of about
$5,900 would be required to be consistent with the assumptions underlying the
i1EW level cost estimate of 0.85 percent. In addition, the IIEW assumption
is that Congress will continue to increase the taxable wage base by the average
increase in the earnings level. For purposes of the above estimate the association has assumed that the wage base will remain at $5,400 and the deductible
at $10 per day through 196 in accordance with ie provisions of the amendment
as state(l.

An estimate has also been prepared on a basis which provides for further increases in the earnings level at a rate of 3 percent per year through 1980 with
no further increase in the $5,400 maximum earnings base and the $10 per day
deductible contained in the bill. Based on this assumption, the level cost, as
a percentage of taxable payroll, is estimated to be 2.13 percent.
ArI'jENDIX ''ABLE I

Comparison of various hospital utilization rates for ages 65 and over
[Number of hospital days per person per year
NYS Insurance
studies
Department
Age
1957 study,
120ady
1 iniiliiiiiii

65 to 69 ----------70 to 74 ---------75 to 79 ---------80 and over ------

2.66
3.22
4.05
0.27

Saskatchewan report,
1960 study,
no limit
mass 3enrollmint t-(svy
nmasilmnni

2.53
3 22
3.74
1.30

4-13
6.25
8
12.97

(161962
l(1
.Miautoba
report,
n limit

19.59Britisi
(olmbia
report,
no lhiit

4.61
6 01
S. 32
13.59

3.01
4.05
6. 27
8. S3

IIAA
composite
rate for
90-day plan 3

2.60
3.10
3.90
6. 00

I Most of this experience was on a nationwhle basis.
I The weighted average for all ages over 5. based upon the 0AS1)I eligible aged population In 196-66.
is 3.45. In comparison, IIEWV has estimated a rate of 2.68 for this early period, and 2.9S for its long-range
cost estimates for hospitalization.
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APPENDIX TABLE II

Discharged cases and patient days, 70 years of age and older
Number of
cases discharged

Patient cost
under
11.1t. 4222
per stay

Part A-Old-ago pensioner:
I 1-------------------------------------------------------2 .....-----------------------------------------------3 --------------------------------------------------------4--------------------------------------------------------5--------------------------------------------------------6 --------------------------------------------------------7--------------------------------------------------------8 ....-------------------------------------------------0--------------------------------------------------------10 .........................................................
11to 14 -------------------------------------------------15 to 19 -------------------------------------------------20 to 29 ...................................................
30 to 59 -------------------------------------------------60 and over ...............................................

396
351
373
374
387
430
524
462
420
406
1 ,382
1,153
1,338
1,20
630

$20
20
30
40
50
00
70
80
90
90
90
90
90
90
90

$7,90
7,020
11,190
14, W
19,350
26,160
36, 00
36,960
38,340
36,540
124,380
103,770
120,420
113,400
47,700

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

9.798

1 76

744.790

Number of days

Part B-Self-supporting:
1 --------------------------------------------------------2.........................................................
3 .........................................................
4.........................................................
5 .........................................................
6.........................................................
7.........................................................
8.........................................................
9..........................................................
10 ........................................................
11 to 14 ..................................................
15 to 19...................................................
20 to 29 ...................................................
30 to 59 ...................................................
60 and over ...............................................

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

84
830
785
812
832
794
883
901

Total
patient
cost

779
2,629

20
20
30
40
s0
60
70
80
90
90
90

17,280
16.600
23,550
32,480
41,600
47, 640
61,810
72,080
70, 560
70,110
236.610

2,123
2.469
2,377
789

90
90
90
90

191,070
222.210
213.030
71,010

784

18,651

174

1,388,540

Average.
Source: "Annual Statistics, 1960-Cases Discharged From British Columbia Hospitals," prepared by
British Columbia Hospital Insurance Services,

APPENDIX TABLE

III

Hospital expense per patient day
[Hospital expense per patient day In non-Federal short-term general and special hospitals increased from $9.39 in 1946 to $32.23 in 1960]
Dollara
60

Non-Federal Houptal Exprense Per Patlent Day

Dollar8

,.60

rrCs II

36

Short-Term
General
and Special

d

'

56
,

-

SCe8ricaI

24

2
LopoP,-Term
cGenermland Specia!

12HOP

1946

le2

195-

1955

1560

1965

1970

Hospitaleepenee per patient day-Continued
Hospital expense per patient day (in dollars) b

Year I
Total

Total expense

Payroll expense '

Non-Federal

Non-Federal

General and special

Mental '

Tuberculosis

Federal I

Total

1947 ........................
& 42
1948 ------------------------6.35
1949 ........................
7.70
1950 - - - - - - - - - - - 7.98
1951 ----------------8.26
1952 .......................
9.14
1953 ------------------------9.73
195A4
- - - -- - -- - - - 10.67
11.24
1956 .............
.......
12.16
1957 ........................
13.48
1958 ........................
14.74
1959
15.65
1960..................
16.46
1961 .........................
18.46
1962 -----------------------19.73
Series:?
1965:TI................
II ...............

1970:
If_...............

-- - - - -- - - - -

9.39

11.09
1&.09
14.33
15.62
16. 77
1&.35
19.95
21.76
23.12
24.15
26.02
28.27
30.19
32.23
34.98
36.83

Z 97
3.03
& 81
4.07
5.39
6. 30
6.63
8.26
8.53
8.06
10.20
10.33
10.32
12.50
12.82
14.49
15. 10

General and special
Mental 5

Tuberculosis

Federal 6

>

4

Short term Long term
1946 ------------------------- 5.21

0

Short term Long term
1.39
1.60
1.95
2.84
2.43
2.46
2.68
2.83
3.22
3.73
3.63

3.91
4.40
4.71
4.91
5.53
5.72

6.14
7.39
8.81
13.30
12.77
11.91
14.10
13.93
15.92
14.60
16.97
17.68
18.38
19.62
20.11
23.34
24.47

4.57

&44
6.25
6.68
7.22
'.37
7.85
8.54
9.32
10.13
10.19
11.16
12.08
12.80
13.37
14.72
15.22

38.57 -----------.------------.-----------43.46 ------------.---..........-----------46.23 56.73 -- - - - - - - - - -- - -- - - - - -

1 Recent data are generally for hospital years ending Sept. 30. Hospitals in Alaska
are included beginning with 1958 and those in Hawaii are included beginning with 1959.
-Data aro based on a questionnaire completed by all listed hospitals, the number of
which has increase from 6,I9 to 7,060 since 1946, following the American Hospital Association's Uniform Chart of Accounts and Definitions for Hospitals (.latct e.dition. !..
Expense covers 12-mcnth periods and includes payroll, none'apital or plant other than
construction, equipment, cost or services, medicines, supplies, food, etc. An effort
is being made to include depreciation (the gradual absorption over maximum useful
life of the cost of contributions of buildings, fixed and major movable equipment).
3 Based on full-time personnel plus full-time equivalents of part-time
calculated by total man-hours per workweek, residents, interns, and studentspersonnel
arc excluded
from 1951 onward.

2.93
3.07
3.60

4.98
5.99
7.17

4.63
4.79

7.96
8.S6
9.65
10.66
11.86
13.21
14.26
14.85
15.74
17.19
18. 76
20.08
21.54
22.79

5.01
5.63
6.10
6.83
7.20
7.98
8.76
9.63
10.37
10.92
12.25
13.12

---------

1.64
1.64
1.99
3.32
3.89
t.05
5.28

5.63
5.36
6.84
6.79
6.91
8.39
9.01
10.12
10.62

0.80
.84
1.03
1.53
1.38
1.43
1.58
1.74
2.03
2.17
2.41
2.66
3.08
3.26
3.45
4.00
4.16

2.38
2.82
3.17
3.70
4.06
4.25
4.61
5.11
5.77
6.48
6.51
7.14
7.91
8.54
&92
9.88
10.78

4.06
5.23
6.19
9.53
9.35
&68
10.35
10.44
12.06
11.63
13.74
14.27
14.80
15.98
16.34
19.15
20.42.

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

-.

t
'-

>

-----

----- ---- - -

4 "Short-term" hospitals arc those in which the average length of stay is under 30 days.
Includes short-term psychiatric hospitals.
Expenses areestLnatcd for 1957.
Series I projection based on the time series trend line by least squares method which
tl-...
int.
effect
flemint
of business and gentral economic growth cycles. V-19.42
+0.766X with origin at 1946. Series II projection based on the average annual increase
of 8.79 percent for the period 1946-59.
Source: American Hospital Association, pt. II of the annual "Guide Issue" of the
semimonthly hospitals.
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Senator GoRE. I am sorry, the Senate bells have just rung, which
you heard, calling us to a vote.
I understand tmre will be another vote soon to follow. Therefore,
Ihlave no choice but to adjourn the committee.
I would like to ask you to comment, if you would, by an insertion
iii the record, on the disparity between your statements of the number
of individuals under insurance company mass enrollment plans and
the. statements of the Senate Committee on Aging.
There is considerable variance there, and I would like to ask my
staff member to submit two or three other questions to you and ask
fliat you reply, if you would,
Mr. RIETZ. We have commented on that particular point in a footnote in our written statement.
We also have a letter that we have addressed, following the hearings
to which you referred, to the Honorable Wilbur Mills, being sure that
lie understands what is involved, and I assure you that our estimate
of numbers didn't include the 2 million.
This was merely to indicate how fast and how many people had
enrolled, iiot how many were in f6rce at any given point of time.
Senator GoRE. Thank you for your appearance, and the committee
will appreciate it if you will supply these additional answers.
(Senator Gore's questions and Mr. Reitz' replies appear in the
following letter,:)
HALTlr INSURANCE ASSOCIATION OF AMERICA,

Wa.ghigtwn, D).C., A ugust 13, 1964.
Senator HARRY F. BYRD,
Chairmmai, Renate "iancc Committee.
yew Resate Office Building,
Washington, D.C.
D)r A S NATOR BYRD: When my testimony before your committee on Thursday,
August 13, was Interrupted and terminated during its early stages due to the
pressing business of the Senate, I was asked to answer three quest ions in writing
from Senator (krie. These questions are based on the majority report of the
Subcommittee on Iealth of the Elderly of the Senate Special Committee on
Aging, July 1964.
The Insurance business was shocked by the inflammatory, unwarranted, and
unfounded statements contained in the subcommittee majority report. Many
of my contemporaries hve urged a strong response and have been anxious for
an effective forum to refute and strenuously' dbny these unprqtible and complietelv uniusti fiaile char,:es leveled at us- and our business. I-ereb, I am glad to
have this opportunity to present the facts for the record.
The questions and their answers follow:
"The report of the MeNamara committee, signed by eight U.S. Senators. charged
your organization with having 'distorted, manipulated, and concocted' figures
'to create an illusion of great strides by private health insurance in extending
coverage to thie aged.'
"ivould y( u please give the committee your observations on this quote?"
(MeNnmara report, p.3.ft.)
Contrary to the record before the subcommittee the report is cast in a tenor
intended to depreciate the progress made in extending health insurance to the
elderly and. in both tone and language, questions the Integrity of the private
insurance business.
The institution of private health insurance has. during the pa-t two decades.
given every evidence of its awareness of the economic and social problems with
which it is concerned. Today it is a primary basis upon which health care in our
Nation is financed. It provides protection for over three-quarters of the
Nation's population. It has continued to broaden the scope of its coverages
and to experiment in such types of protection as those for nursing home care and
dental care. It has made available coverages on both the group and individual
policy basis which are continued into the years of retirement. As such, it has
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gained wide public acceptance. One such development, unforeseen a relatively
few years ago, has been a variety of coverages for persons already past age 05
and who were uninsured. That this effort on behalf of private insurers has
been effective is evidenced by the fact that between 1952 and 19062 the number
of persons age 65 and over with some form of health insurance protection trebled
and the proportion of that population group with health Insurance doubled.
During the April 1964 hearings of the subcommittee, both Government and industry spokesmen testified In detail with respect to this progress. It Is difficult
to understand how the subcommittee majority report could totally omit any
mention of this dramatic growth. One cannot escape the conclusion that the
majority report, by presenting a grossly incomplete picture, purposely intends an
unbalanced view which is tantamount to an attack on an economically necessary
and highly respected institution.
beyond this, however, we are disturbed by the use of language which accuses
us of laying a "numbers game," of using "inflated coverage figures," of attempting "to create an illusion," of having "concocted" figures, and with an attempt
to "substitute fancy for fact," and other such intemperate phases. This i.s
obviously to lead the reader to erroneously conclude that we spend our time
fabricating the truth. We protest the use of such language and question its
place in a Senate committee report. It is not at all in keeping with the facts
presented at the hearing.
The subcommittee has before it data, reports, letters, and exhibits (some, but
not all, of which, are included in the appendix of the report), which show
clearly that such accusations are without foundation In fact. While In some
Instances the subcommittee majority may have labored under some misunderstanding or misimpression, our representatives were always available to furnish
any additional Information needed. Furthermore, the public hearings held
Iby
the subcommittee presented full opportunity to clarify any such misunderstandings. Yet, the transcript of those hearings shows no evidence that a
full attempt was made to clarify any doubts In the subcommittee's mind with
respect to the subject matter at which these charges are directed. Since the
data in question are gathered In accordance with accepted scientific methodology
having to do with statistical collections. and are gathered in good faith with no
other objective than to oi)tain the flts
of a situation in a given period of time.
It is difficult for us to conclude other than that the clear intent of the subcommittee majority was to criticize private health insurance regardless of
tile
flts.
"Didn't you tesIfy before the Ways and Means Committee that 'more than
2 million aged were covered under Individual insurance company mass enrollment
plans' when in fact less than 750,000 different older people are so insured?"
(Source: McNamara report. pp. 7-8.)
We did not so testify. Tie foregoing quote is a distortion of a portion of the
statement made by this association before the Ways and Means Committee
on November 22, 1963. In that testimony we described the various approaches
used by the insurance business to extend coverage to the aged. One such approach is individual company mass enrollment programs. For such programs
we said: "Individual company mass enrollment programs, first introduced about
5 years ago and affording coverage irrespective of condition of health, which have
already enrolled over 2 million senior citizens."
As is evident from the material shown on pages 110 through 123 of the Senate
subcommittee report the questionnaire used by the association in obtaining the
number of aged persons covered as of the end of 1962 did not attempt to determine a separate total, for mass enrollment alone, or for any of the principal
methods used to extend coverage to the older population. Our intent was to determine the total number covered. The misunderstanding which resulted In the
unwarranted challenge In the subcommittee report which completely misconstrued the Imnaet and meaning of the numbers cited In the distorted quotation
from our testimony may well be due to a lack of understanding of insurance
terminology. In its use of the term "enrolled." this association was illustrating
the potential Inherent In mass enrollment programs, and referred to the number
of persons that had been enrolled over a period of time; i.e., since the programs
were "first Introduced about 5 years ago."
Tile difference between the number of persons enrolled under the mass enrollment approach and the number covered at any given time will of course be significant in view of the high average age of this Insured population with resultant
substantial terminations due to mortality alone. In fact, the Senate subcommittee
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report points out that one of the companies engaged in the mass enrollment prograin lost about 80,000 such policies during 1963.
You should clearly understand that the question is not only a distortion' of
what we have said but it is also totally Irrelevant to the point about which it was
first raised; namely, the extent to which the aged are covered under all types of
health Insurance. The 2 million figure, the number of enrollees to that date under
mass enrollment programs, did not enter into the association's estlniate that 10.3
million or 60 percent of the aged were covered under health Insurance through all
types of programs and approaches available to them at the end of 1902. A review of the material contained on pages 104 to 123 of the Senate subcommittee
report makes this clear.
The release of the subcommittee report in July prompted us to write immediately to the chairman of the House Ways and Means Committee to he certain
that he and his committee had no misunderstanding about the Import of the 2
million enrollee figure. A footnote pertaining to this point is contained in our
testimony of August 13, 1904, before your committee as footnote 11.
"1. You spend a great deal of time talking about the number of Insurance policies held by the aged but say virtually nothing about the adequacy of those policies.
"2. Are you aware that, according to the McNanmara report, only one In four
of our older people hold adequate hospital insurance tinder the definition established by the American Hospital Association?" (McNanmara report, p. 17, ff.)
It is not correct that my statement spent "a great deal of time talking about the
number of insurance policies held by the aged." In an 18-page statement only
two paragraphs (pp. 2 and 3) make such reference, and these paragraphs Include
reference to estimates other than our own. Furthermore, we do not talk about
numbers of policies but rather numbers of persons insured.
It also is not correct that we have said "virtually nothing about the adequacy"
of health Insurance coverages. In my statement to the Senate Finance Committee, on pages 14 and 15, this subject is discussed and the nature of available
health Insurance coverages is mentioned. Because of the time limitation this
discussion was necessarily brief. However, a more lengthy discussion and documentation of these areas was presented to the Subcommittee on Health of the
Elderly of the Senate Special Committee on Aging by our association on April 28,
19064. (See pt. 2 of the proceedings of the hearings held by that subcommittee,
pp. 92-94.)
From a review of the subcommittee hearings and report, I cannot conclude
that In fact the American Hospital Association has undertaken to establish 75percent coverage as a general test of adequacy of insurance. While I have not
at this time, been privileged to see the document of the American Hospital Assoclation front which this conclusion of a standard of adequacy is drawn by the
majority of the subcommittee, the record would imply to me that the 75-percent
figure was not established as a standard of adequacy to judgee Individual or
family programs. Rather it appears probable that it was developed as one of
a group of minimum requirements to be imposed on any Blue Cross-type organization seeking service contracts with hospitals and the endorsement of the
American Hlospital Association. Furthermore. it is quite apparent to me from
my review of the record that the report iII attributing support to 75 percent as
a general test of adequacy to an insurance spokesman has dI-awn an erroneous
conclusion from his testimony. The insurance representative's testimony from
which this conclusion must have been drawn relates only to a description of
the goals of coverage that were adopted for the New York 35 plan programquite a different matter from defining or establshing a general standard which
would be appropriate for all individuals.
Sincerely yours,
H. Lnwis RIETZ.

Senator GonrE. The committee will adjourn until 10 a.m.
(By direction of the chairman, the following is made a part of the
record:)
COUNCIL OF JEWISn FEDERATIONS & WELFARE FUNDS, INC.,

New York, N.Y., Augu8t 10, 1961j.
Hon. HARRY F. BYm,
Chairman, Senate FinanceCommittee,
Senate Offlce Building, Washington,D.O.
DEAR SENATOu BYRn: I am writing to you In connection with the hearings
which the Senmite Finance Committee Is holding In reference to the Social
Security Act.
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As you know, we are one of a group of voluntary agencies In the social welfar(
field for whom Mrs. Elizabeth Wickenden, technical consultant to the Nationa
Social Welfare Assembly, has presented testimony favoring the addition to H.R
11865 of health benefits to the aged under social insurance. In addition, we
would like to submit this individual statement expressing our point of view
which Is consistent with Mrs. Wickenden's testimony.
The position of our council has been expressed l)y our highest governing body;
our general assembly, In resolutions adopted on November 18, 1962, and November 10, 1963.
l"ie latter urged the Congress to "enact medical care for the age(
through the mne,-hanism of the old-age and survivors insurance program whill
making adequate i)rovislon for those )ersons not so covered."
Our council Is an association of 218 central Jewish community organizations
responsible for financing and i)lannlng all types of health and welfare services.
Our federations reflect the experience of 74 general and specialized hospitals;
76 homes for the aged ;81 family service agencies, a large part of whose caseload
are the aged ; and 44 vocational service an(l group counseling agencies, a number
of which provide rehabilitation and retraining assistance to the aged, and other
agencies In a comprehensive network of services to this part of our population.
Our conviction regarding the Inadequacies of current provision for their
health and hospital needs is based upon this very extensive experience through.
out the country, and upon the special 4-year study on community health serve.
ices for the aged and chronically Ill which we recently completed, This experience has led us to conclude:
The requirements of the aged for health and hospital services continue to grow.
Private philanthropy cannot meet the deficits Involved In providing services
to patients unable to meet the full costs.
It has been demonstrated that the comprehensive health and welfare needs
of the country require the pooling of funds from various sources: from indi1.
viduals according to their capacity to pay, voluntary Insurance, Blue Cross,
governmental social Insurance, public welfare assistance.
The social security system will provide medical benefits to spread the costs of
premium payments over the earning years. It will do so most economically.
It is the simplest to administer and can be most quickly effective. It respects
the dignity of the Individual and avoids a "means test" repugnant to American
standards and princilIles.
The social security system would enable the aged to pay for their medical
care, choose their own physicians, and safeguard a high quality of medical care.
Such quality is In(lispenslble to any program to be developed.
With such provision, voluntary philanthropy can continue to concentrate on
the fields of social welfare not coming within the responsibility of government.
We therefore support enactment of legislation that would provide health
benefits to the aged under the social security system.
Sincerely yours,
Louis STERN, President.
STATEMENT OF TIE NATIONAL ASSOCIATION OF MANUFACTURERS ON AMENDMENTS
To PROVIDE HOSPITAL BENEFITS UNDER SOCIAL SECURITY (H.R. 11865), AuUST
12, 1964
This marks the fourth occasion since 1958 on which the National Association of
Manufacturers has registered Its opposition, before a congressional committee,
to the principle of social security-financed hospital benefits. The events which
followed our first statement on the Forand bill, down to the most recent report
of the board of trustees, have only intensified our skepticism. We believe now,
as we did then, that once the principle of a national compulsory hospital care
program has been established we shall witness an expansion that will alter beyond
recognition both the practice of medicine and our self-supporting social security
system.
We see a parallel In the evolution of disability benefits which at first was
limited to a waiver of premiums for the permanently and totally disabled. Soon
disabled people over 50 were drawing benefits on the theory that their misfortune
was a form of forced retirement. Next it was claimed that age was irrelevant
and benefits became payable regardless of age. Then benefits were extended to
dependents of a disabled worker. Today, there is serious talk of a temporary
disability benefit.
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Have we any assurance that hospital care for the aged will not follow a similar
pattern? What of those people retiring at age 62-can Congress afford to Ignore
them because of a 3-year age difference? And then there are the totally disabled, many of whom are already in hospitals, would they not be Justified in
demanding help to meet medical expenses? What of the medical seeds of
survivors--young children and mothers?
The basic issue here is much broader than the question of medical aid for the
aged. It Is simply a problem of dependency in all its aspects, with staggering
cost implications if a social security solution is contemplated.
An analysis of the state of social security finances reveals a phenomenal
growth in costs with the system straining to pay benefits already promised.
The cost of OASI alone has quintupled in Just 10 years with total disbursenieits of $14.5 billion in fiscal 1963; aid tire benefit rolls have been growing
almost as fast with 17.2 million now drawing retirement and survivor checks.
As a consequence, the system has failed to pay its way in 5 of the past 6 fiscal
years. The OASI reserve has now dwindled to slightly more than I year's
benefits.
These deficits have been Incurred ini a period of unmatched prosperity an(l
In tie face of predictions by the Board of Trustees that a surplus of funds
would be generated. Whereas the Trustees in 1959 estimated an OASI fund
of $50.3 billion by 1970, the report accompanying II.R. 11865 now puts the
fund at $27.6 billion in 1970. This downward revision is no reflection on the
ability of our social security actuaries. It simply demonstrates the futility of
projecting costs In a program that permits the taxes required for added benefits
to be spread Into the future.
We believe there Is some question as to the actuarial balance of the system,
due not only to Its political aspects but also the uncertainty of factors like
employment, income, longevity and inflation. It would seem foolhardy under
these circumstances to adopt a program of hospital benefits of unascertalnable
cost. We are aware of the administration's assurances before the Ways and
Means Committee that the King-Anderson plan could be adequately financed
by a 0.5-percent tax increase on a revised wage base of $5,200. But questioning revealed that the underlying assumption for this estinate-naiely that
wages and hospital costs will remain In the same future relationship as In the
1961 experience-is, In fact, contrary to past and present experience where
wages are rising 3 percent per year and hospital costs 7 percent per year. If
present experience prevails, and this is not beyond the reach of reason, it is
estimated that a tax increase of 1 Iercent will be required instead of 0.5 percent
of payroll.
The prospect of underfinanced hospital benefits Is Indeed alarming because
it brings closer the possibility of Federal subsidies. I-low iruch riore can be
asked of the employer and emniloyce with the maximum combined tax already
scheduled for $444 by 1908, an increase of almost 400 percent since 1950?
I-.R. 11865 calls for a maximum employee tax of $259 by 1971-Is tils not a
sizable sumi for a nman earning $5,400 a year? In many cases the employee will
be paying more In social security taxes than in Income taxes. For example,
a man earning $5,000 per year with a wife and three children-a typical situatIon-pays an income tax of approximately $185. Under present law his social
security tax will exceed this amount ($198) by 1900. If this same man is
earning $4,500 he will be paying a social security tax in 1965 almost double
his present income tax ($84 versus $161).
The advent of general revenue support and the demise of the self-supporting
principle will destroy the last stronghold cf cost control an( a way will be
cleared for ultimate nationalization of all retirement security programs. Tills
threat is implicit In the hospital care proposal.
And what of the alternative: Heavler tax levies on the employee? Today's
new entrant and his employer are scheduled to pay $1.69 for every $1 lie can
expect to receive In benefits. The producer may not be receptive to paying
hospital benefits for an estimated 17.5 million oldsters who will not have borne
1 cent of the added costs. Tire total value of thq free gift has been put as high
as $25 billion; young workers are already carrying a similar burden of some
$300 billion attributable to past liberalizations. And bad as this burden is,
will it not become doubly onerous as these young taxpayers begin to realize
that many of the recipients are not in any sense needy? The inequity to the
young is blithely ignored by those who are continually demanding a better
deal for the aged many of whom are already drawing total benefits far in
excess of their tax contributions.
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Perhaps few young people today are aware of this situation since social security has been portrayed as a system where you "earn" or "pay for" your bene.
fits. Sooner or later, however, the real nature of the bargain will begin to dawn.
At that time Congres may become the target of irresistible pressures to either
repudiate or subsidize the system.
Proponents of compulsory health care for the aged continue to base their argu.
ments on widespread need and despite clear evidence that the facts have changed.
Over the years, a remarkable pattern can be seen. In 1940, the era of the Wagner-Murray-Dingell bills, only about 10 percent of the total civilian population
had some form of voluntary health insurance. But this figure had grown to 28
percent in 1945, to 38 in 1047, and today it is estimated that as of June 1, 1064, 78
percent of the population is covered by voluntary health insurance. Tile growth
of coverage for people over 65 has also been spectacular; old people are joining
voluntary coverage plans at a rate four times better than all age groups; tie 60
percent now covered by private plans Is an increase from 48 percent in 1959 and
more than double the total a decade ago. Some experts predict that within 3
years 75 percent of our aged will be covered with a possible 90 percent coverage realized before the end of the decade. And, as coverage grows, so will
benefits and services provided for the premium dollar.
In light of these facts one would assume that cries about "unfulfilled needs"
would be diminishing whereas Just the reverse is true.
In conclusion, we believe that any proposal to establish hospital or medical
service benefits under social security strikes at the principle of paying only cash
benefits related, in some measure, to the amount of contributions made by an
employee and his employer. The concept of service benefits leads Inevitably
to flat-rate benefits and Government subsidies. Finally, it sacrifices the right
of the benefliclary to spend his benefit check as he believes best.

STATEMENT

OF T.

DONALD PERKINS, SAN DrEao, CALIF., IN
NATIONAL AssOcIATION OF RETAIL DnuuGISTS

BEIhALF OF THE

Mr. Chairman, and members of the Senate Finance Committee; my name is
T. Donald Perkins and, for 40 years, I have practiced pharmacy In San Diego,
Calif., where I own and operate a community drugstore.
I appear here as president of the National Association of Retail Druggists.
The NARD, as you know, i a small business organization having a nationwide
membership of more than 30,000 Independent drugstore owners. Tile NARD
speaks for Its membership of family druggists on all legislative matters affecting
their professional and competitive interests.
Accompanying me is Philip F. Jehle, Washington representative and associate
general counsel of the NARD.
lr. Chairman and gentlemen, I wish to state at the outset that the National
Association of Retail Druggists shares with all responsible citizens the conviction that good health care should be readily available to all Americans regardless of age. The NARD further believes no American citizen, again without
reference to age, should be deprived of adequate health care for financial reasons.
But It must also be clearly stated that the NARD likewise believes tGat those
financially able to provide for their own health care needs should do so Irresponsible of age.
Financially secure persons should not be looking to Washington for material
assistance they do not need. This policy, I am sure, is sound whether tie aid
being sought Involves food, clothing, shelter, or health care. Our American tradition is to help those unable to help themselves--and only those. I might add
that in the past only those unable to help themselves would either seek or accept
aid from others, including the Federal Government.
In the light of these generally accepted economic and social principles, the
NARD in convention assembled has formally examined and rejected, for many
years In the past, legislative proposals of the nature and purpose of the Federal
health card amendment, which Senator Abraham Ribtcoff hs offered in respect
to H.R. 11865, the social security benefits bill now before this committee. For
your consideration, I would like to offer in summary form, the main grounds for
the NARD membership's opposition to the Ribicoff medicare amendment and Its
predecessor bills:
1. Medicare benefits would not be limited to those elderly persons in actual
financial need. In fact, under the proposed legislation, almost all persons over
05, whether or not eligible for social security benefits, would be eligible for
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Federal health care services. No consideration would have to be given as to
whether an individual was in financial need of such assistance. Once a person
living in the United States reached 65 years of age, he would become a medicare beneficiary, unless he were a retired Federal civilian employee having a
separate Government health insurance program or a recently arrived alien. As
a result, a rather considerable number of persons would have provided for them
by the Federal Government services they could easily afford themselves.
What reasons can there be, morally, socially, or even politically, for making
health care services available at no cost to almost all persons over 65, regardIow can such a Federal medicare
less of their Income or personal resources?
program be Justified to the many medically needy persons under 05 Ineligible for
Its generous benefits? Bear In mind that neither those over 65 nor the medically
needy under 05 would have paid any social security taxes toward the medicare
plan. That being the case, why should one group be granted Federal medicare
and not the other? Surely, a 65-year-old millionaire executive has no greater
claim to Federal Government aid than does the low-income 40-year-old with a
sick wife and five children.
2, Medicare benefits would not be needed by a fairly large proportion of the
10.3 million aged persons--60 percent of those 65 or older-having adequate
private health Insurance plans. Such Federal aid would also be unnecessary In
tme case of the medically needy aged eligible for Kerr-Mills plan benefits, or
for those eligible for the veterans' health care program, or for those covered
by the )lan for retired military personnel and their dependents.
3. The cost of the proposed medicare program, even in its present rudimentary
form, would be simply staggering. Through the chairman of the House Ways
and Means Committee, it has established that the Initial costs of the medicare program would be about $2.5 billion annually, necessitating a social security
tax hike of at least 1 percent on the first $5,200 of income rather than one-half
of 1 percent claimed by the plan's proponents.
4. Financing of medicare benefits by means of social security taxes places a
greater tax burden upon lower' income workers than it does upon high income
recipients. Percentagewlse, the worker earning $5,200 would be paying a
greater portion of his gross income than would a person earning In excess of
that figure. Frankly, I feel that the burden of providing health care to the
needy should be shared more equitably by the American people. The answer,
of course, Is to use general tax revenues and to limit such assistance to those
financally unable to help themselves.
5. Benefits provided would not assure adequate health care for our aged citizens. As has been noted, neither physicans' services nor out of hospital prescription drugs are included in the plan. Thus, the plan is incomplete and would be
of only limited value to the eligible elderly.
6. The plan would produce an administrative nightmare, with Federal officials
first working out contracts with 0,000 hospitals. 25,000 nursing homes, 700 visiting nurse groups, and, later, should physicians' services and out-of-hospital drugs
be Included, with 208,000 doctors and 55,000 retail pharmacists.
The paperwork involved in processing claims for the 12 million beneficiaries
of the plan staggers the imagination. An extremely large force of Government
workerswould undoubtedly be required to do the Job.
Although opposed to the medicare plan of Mr. Riblcoff, the NARD does ask to
be recorded again before this committee as offering Its continuing support to
the Kerr-Mills plan. That legislative program properly limits its benefits to those
in actual financial need of such aid. Moreover, the plan authorizes a complete
health care program for Its beneilearles. Through Kerr-Mills, Congress has
reaffirmed its belief in the capacity of our traditional free enterprise system
to meet the health needs of our senior citizens. In our view, Congress should
be concentrating all of its efforts right now on making sure of the success of
the Kerr-Mills health care plan.
I also wish to take this opportunity to state that independent retail pharmnacists, like the Nation's physicians, would never deity essential services to tile
medically indigent. Personally, I have never refused to fill a prescription for a
person unable to pay for it. The same, I am sure, can be said for retail druggists all over the country. Literally, millions of dollars of drugs are given to
the medically needy every year by druggists like myself.
It passing, I should like to point out that the Kerr-Mills Act could be strengthened by an amendment expressly providing that plan beneficiaries are to be
granted the same freedom of choice 1inmaking their prescription drug purchases
as they will have In selecting a physician or hospital, for example. Even though
30-453-64-- 39
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the "freedom of choice" principle is strongly evidenced in the legislative history
of the act, its statement in specific statutory terms would once and for all preclude any possibility of administrative misunderstanding. Retail pharmacists
believe that plan beneficiaries should have an absolute guarantee of the same
freedom of choice that is enjoyed by citizens able to finance their own health care.
Thank you for this opportunity to present the views of the NARD on this
proposed legislation. It has been a pleasure for me to appear before you, and
I hope I have given you a better understanding of the reasons why the Nation's
retail pharmacists must continue their vigorous opposition to the Ribicoff plan
for medicare.
U.S. SENATE,
CoMMITrTEE ON LABOR AND PUBLIC WELFARE,

August 11, 19641.

11on. IIARRY F. BYeD,

Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.
DEARt MR. CIIAIRtMAN: Please bring to the attention of the Committee on
Finance the enclosed exchange of correspondence between this Senator and the
White House on the subject of health care for aged citizens through amendments
to II.R. 11865 (Social Security Amendments of 194).
My position, as well as that represented to be the position of the President of
the United States, is that the provisions of the King-Anderson bill are the preferred approaches to the formulation of a program of health care for senior
citizens.
I call attention, however, to the assurances I have given in communicating with
the President and his staff that I am prepared to suI)port a compromise or substitute which would provide for an option allowing elderly social security
annuitants to choose either an additional monthly cash benefit or a Governmentpaid hospital insurance policy.
It is my hope that the Committee on Finance will take affirmative action by
accepting and reporting favorably an amendment to H.R. 11865 establishing a
beginning elder citizens' health care program under the social security system.
Sincerely,
JENNINGS RANDOLPI.

U.S. SENATE,
Washington, D.C., August 5, 19641.
TIE

PRESIDENT,

The White Hou8e.
DEARN MR. PRESIDENT: The Social Security Amendments of 1964 (H.R. 11865, as
passed by the House on July 29) commendably would provide 20 million social
security beneficiaries with a 5 percent increase in monthly payments. I will support these provisions in the Senate if we cannot attain refinements of the program which I would consider to be improvements for our elderly citizens. I
refer especially to the need for health care provisions for our senior citizens
under the social security system.
There are no special problems in this legislation for West Virginia such as
were involved in the Welfare Amendments Act of 1962 when a medicare amendment was offered in the Senate. At that time the vital programs of aid for
dependent children of unemployed parents already had lapsed as of June 30, 1962,
and thousands of West Virginians faced deprivation. Controversy over the
medicare amendment created an inordinate time loss in the progress of the
measure embracing the welfare amendments. Slowness in restoring the ADCU
program was Intolerable. Consequently, I voted to table the amendment which
would have had the effect of further delaying restoration of the ADCU work
relief and cash benefit provisions and thereby compound the deprivation of
thousands of our people.
Now that the Social Security Amendments of 1964 have passed to the Senate
from the House, I am ready to support a substitution which would provide (1) a
flat basic increase In social security cash retirement benefits, and (2) a provision
for an option allowing elderly beneficiaries to choose either an additional
monthly cash benefit or a Government-paid hospital insurance policy.
In the House of Representatives In 1935, I voted for the original social security program. As in the past, I continue to believe It needs updating and
expansion. H.R. 11865 is a means of accomplishing such a mission. But I

SOCIAL SECURITY; MEDICAL CARE FOR AGED

603

do not believe H.R. 11865 is enough. Hence, I refer also to S. 880, introduced
by Senator Clinton Andersoa, of New Mexico, and cosponsored by 36 Senators
of whom I am one. It embraces a plan for health care of the aged which I believe can be appropriately modified and blended into H.R. 11865 by Senate action.
I feel that the Social Security Amendments Act of 1964 is a suitable and
available measure to utilize Pis a base for making a beginning on a much needed
plan of health care for elderly citizens to be financed by the social security trust
fund which, in turn, would be augmented by adjustement in the rate of taxes
dedicated to that fund. This differs from my position in 1962. As conditions
developed in the late summer of that year, I could not agree then that the
Welfare Amendments Act of 1902 was suitable legislation for this purpose, and
for reasons which I explained earlier In this communication.
Mr. President, I urge active administration leadership In a movement for
the Inclusion of provisions for limited health care for aged retired persons in
the Social Security Amendments of 1904. These provisions in the act are
urgently needed. I reiterate that they will have my support and my vote,
especially if the beneficiary has the option of selecting either increased cash
benefits or hospital insurance paid from the social secuirty trust fund.
Respectfully yours,
JENNINGS RANDOLPII.

TuiE WHITE HOUSE,

Wa8hlngton, August 10, 1964.
Ion. JENNINGS RANDOLPIH,

U.S. Senate, Washington,D.C.
DEAR SENATOR: I have been asked to acknowledge your letter of August 5
containing your views with respect to the desirability of enacting legislation
which would Instituto a modified medical care program when H.R. 11865 reaches
the Senate floor.
As you know, the Senate Finance Committee is now holding hearings on
F.R. 11865. We are hopeful that something will come out of these hearings which
will enable the Senate to take action. The President, of course continues to
support the King-Anderson bill as the best approach to this problem.
With kind personal regards.
Sincerely,
LAWRENCE F. O'BRIEN,

Special A8ssitant to the President.
U.S. SENATE,

Hon. LAWRENCE F. O'BRIEN,

Washington,August 11, 1964.

Special Assistant to the President,
The White House.
DEARt LAmY: Thanks for the August 10, 19G4, response to my letter of
August 5 to the President on the subject of health care for aged citizens.
I share the hope expressed in your communication that something will come
out of the current Senate Finance Committee hearings and deliberations on H.R.
11865 (the Social Security Amendments of 1964) which will enable the Senate
to take action on a vitally needed program of health care for the elderly.
Your letter notes that "the President, of course, continues to support the KingAnderson bill as the best approach to this problem." I agree, and it is for this
reason that I am a cosponsor o1 S. 880. Senator Gore, of Tennessee, has submitted amendment 1178 to ILR. 11865. It is a slightly modified version of S.
880. I hope tile Committee on Finance will accept it as a committee amendment
and report it favorably to the Senate.
But, as set forth in my August 5 letter to the President, I am ready to support
a compromise or substitute proposal, such as one which would include a provision
for an option allowing elderly social security annuitants to choose either an
additional monthly cash benefit or a Government-paid hospital insurance policy.
If there is no committee amendment, I am prepared to support an amendment
offered from the floor of the Senate if it provides health care for the aged citizens as a beginning social security system supplement to the KeT-Mills program.
With best wishes.
Sincerely,
JENNINGS RANDOLPH.
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STATEMENT OF SENATOR JENNINGS RANDOLPH

Mr. Chairman, I appreciate this opportunity to present these views oil tie
desirability of amending 11.1. 11865 to increase earnings limitations for recipilents of old-age assistance and old-age insurance (OASDI) benefits. As chairman of the Sui)committe on Eliiployment and Retirement Incomes of the Senate
Special Committee on Aging, I have been keenly interested in measures to
permit the senior citizens of our Nation to improve themselves economically
by their own efforts and to be more independent and self-sufficient. It is with
these oi)jectives that I present suggestions for amelding H.R. 11865.
Ii I)december 11)3, our subConmit tee began a series of three hearings on in.
creasing employment opportunities for tileelderly. Based on the information
obtained at these hearings and other information reaching tile sul1ommittee's
attention, it issued a report to its parent group, the special Committee on Aging.
Tile committee oil July 30, 1904, issued it as a report of tie full committee, after
minor changes.
I hereby urge that two of tie recomnendations on increasing employment opportunities for tie elderly le implemented by adding appropriate amendments to
TI.R. 118050. The first of these recommendations reads as follows in the committee's report:
"Recommendation No. 3: The committee recommends that the present complex
formula of permissive earnings for recipients of ol-age assistance be eliminated
in favor of a simple allowance of a certain amount per ntionth of earnings by recipients without reduction of their grants."
The following comment was made in the report on this recommendation
"Under section 157, Public Law 87-543, the Public Welfare Amendments of
1962, a State may disregard the first $10 of murecipient's earnings each month,
and half of the next $40. Thus a recipient who earns $50 in 1 month, would
suffer a reduction of $20 In his grant.
"This provision, evolved from aii amendment adopted on the Senate floor,
which simply permitted earnings iuip to $50 without any reduction in grant. 1lowever,
the compromise in conference substituted the provision now In effect.
. "Testimony
at the subconmmttee's hearings revealed several shortcomings
of this provision. It is complex and difficult to explain to recipients, who must
understand It to take advantage of it. Perhaps for this reason, few recipients
have availed themselves of this means of improving their economic position. It
is difficult and expensive to administer.
"A provision simply permiltling a' certain amount of earnings without a grant
reduction would be subject to none of these difficulties. It would be much more
effective in encouraging recipients to ilprove themselves economically by their
own efforts, and, holiefully, to regain their economic independence.''
Both illsubcommittee and in fhe full committee, the decision was made that
no specifle new earnings limitation should be recommended. My own preference
is for a simple $50 limitation of the type adopted by the Senate In considering
the Public Welfare Amendments of 1962, which was later compromised in
eojiference.
Our subcommittee has been advised by the Bureau of Family Services of the
Welfare Administration, )epartment of health, Education, and Welfare, that
only 22 of the 50 States have chosen to Implement the present limited permissiveearnings provision; that the present annual Federal cost of the provision in
these 22 States is approximately $8,500,000; and that they estimate that the
additional annual Federal cos Iinthese 22 States of a flat $50 ii1iiit would
initially be $5,700,000 for these States and could eventually be $21 million for
these same States. Thus, adding these increased costs to the $8,500,000 present
cost of the pernissive-earnings provision, the total cost of such provision if
raised as we recommend would range between $14,200,000 and $29,500,000 per
annrm1n1.

Since the other 28 States haove not implemented even the present modest
earnings limitation, it is believed that these States would be even less likely
to implement a iore liberal provision, and for all practical purposes these
figures are a good rough estimate of the cost of the propose(] simple $50 linit.
This would be a reasonable amount to pay for the benefits which could be
expected to result. Among such benefits would be a higher standard of living
for recipients of old-age assistance, an opportunity for them to escape from
their loneliness, idleness, anl isolation and to return to the "mainstream of
life," enc6iiragement and assistance for them to regain their economic independ-
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ence and to leave the welfare rolls; and giving the public the benefit of their
services.
The other recommendation in our report, which I am urging your committee
to implement by means of an amendment to 11.11. 11865 is that which, together
with our comment, reads as follows:
Recommendation No. 4. The committee recommends that the amount of
earnings which can be received by a recipient of ol-age insurance benefits without loss of benefits be increased to a more realistic level, and that the l)resent
complex formula be eliminated.
Comment: Since the Social Security Amendments of 1961 (Public Law 87-64),
the earnings limitations have been as follows:
Maximum annual earnings permitted without loss of benefits ----------- $1, 200
ltange of annual earnings within which $1 of benefits is lost for each $2
earned ------------------------------------------------------1, 200-1, 700
Amount of annual earnings above which $1. benefits Is lost for each $1
earned
-------------------------------------------------1,700
Under this recommendation, a recipient wouhl be )ermitted to earn more than
$100 per month ($1,200 per annum) without loss of benefits. Above the now
limit, there would be a loss of $1 of benefits for each $1 earned. As compared
with the present complex formula, this would have the advantage of simplicity.
Adopting this limitation increase would be a logical extension of the trend
in recent years toward permitting ol-age insurance recipients to be more
self-sufficient. Te earnings limitation was liberalized successively in 19050,
1952, 1954, 1958, 1960, and 1961.
A number of bills have been introduced in the Senate and I-ouse of Representatives to liberalize the earnings limitation.
Testimony was presented at the subcommittee's hearings in California in favor
of liberalizing this earnings limitation.
Again, I emphasize the desirability of permitting this group to raise their
standard of living through their own Initiative and by means of their own
efforts. There will be some cost in doing so, but the resulting benefits will be
well worth the expenditures.
STATEMENT or SENATOR FRANK E. MOSS
Mr. Chairman and distinguished members of the Committee on Finance, I am
glad to have this opportunity to urge your favorable consideration of my bill,
S. 16( (attached), to liberalize and simplify the social security retirement test.
The retirement test, which is also referred to as the earnings test, has been
a part of the social security law In one form or another since 1935. I think
it is fair to say that it has never been entirely satisfactory and has always been
a point of controversy.
Several years ago the House Ways and Means Committee asked the Department of Health, Education, and Welfare to study the retirement test. In response
to this request, the Department submitted a report to the Committee In 1960.
In this report the Department nmade the following candid statement which
reflects the inexorable conflict of desires inherent in the retirement test:
"The fact must be faced that the retirement test is the center of an Insoluble
dilemma. There is, on the one hand, the need to conserve the funds of the
program by not paying benefits to people vho have substantial work income, and
on the other hand, the need to avoid interfering with incentives to work. Both
of these objectives cannot be fully accomplished. The best that can be done
is to accommodate the two, so that while the funds of the system are in a large
part directed to the most socially useful purposes, at the same time interference
with incentives to work is kept at a reasonably low level."
Mr. Chairman, It is my opinion that the present retirement test does not
maintain a proper accommodation between the needs stated in the I)epartment's
report. I think that the present retirement test does interfere unreasonably
both with the. indivIdual's inclination to work and his ability to find employment
which will not result In financial disadvantage rather than advantage. More.
over, I think the vast majority of people affected by it-people in the early
retirement years-share this, opinion, and wish to have this Impediment to useful
part-time employment eliminated.
The retired worker looks upon the retirement test as an incomprehensible
technicality that interferes with his desire to work and his efforts to be inde-
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pendent and self-sufficient. Untold numbers on the social security roles are
prevented from accepting part-time employment because of the retirement test.
Many more are forced to work only intermittently or-worse still-to accept
wages below what their skills would ordinarily command in order to retain
their employment.
These unfortunate effects of the retirement test as it is now written have
been made clear to us time and time again. I have had scores of letters from
people In my State pointing out the inequities which the present retirement test
has produced in their own situations.
Members of this committee will recall that during 1961 the Special Committee
on Aging, of which I am a member, held hearings In 34 cities and towns through.
out the country. In each of these hearings there were what we called townhali
sessions in which senior citizens were invited to speak from the floor on any
problem that was of concern to them. The problem most frequently mentioned
related to the cost of health care. However, aside from that, one of the most
frequently mentioned problems was some kind of Inequity or frustration arising
out of the social security retirement test. Bear In mind, Mr. Chairman, that
these were not witnesses making prepared statements, but were ordinary citizens
speaking extemporaneously in townhall fashion. The desire for useful employment and the desire to be self-sufficlent were recurrent themes in these meetings
in all parts of the country, and the barrier of the retirement test was one of
the chief complaints in the minds of our older citizens.
Mr. Chairman, I serve as a member of the Subcommittee on Employment and
Retirement Incomes of the Elderly of the Special Committee on Aging. That
subcommittee, under the chairmanship of the distinguished Senator from West
Virginia, Mr. Randolph, conducted bearings and supplementary studies earlier
this year on ways to increase the opportunities available to our older citizens
for part-time employment. One of the major conclusions of the subcommittee
was that the retirement test should be both liberalized and simplified to enable
older people to capitalize on the opportunities for part-time employment that
exist or may be created. At the last meeting of the Special Committee on Aging
this recommendation (No. 4) as well as several other recommendations of the
subcommittee, were introduced and adopted as the recommendations of the full
committee. Mr. Chairman, with your permission, I should like the record to
show at this point the recommendation in the report of the Special Committee
on Aging with respect to the retirement test, together with the pertinent
discussion.
The bill which I have Introduced, and which is now before you, would carry
out this recommendation. It would bring about a more balanced accommodation between the conflicting considerations which call for a retirement test.
and would meet the legitimate demands of our older people for a reasonable and
understandable retirement test.
This bill would simply raise the basic exemption amount from $1,200 to $2,400
a year and provide for dollar-for-dollar reduction in benefits for earnings over
$2,400. The basic exemption of $1,200 has remained unchanged since it was
put into law in 1954. Living costs and wage rates have increased so much since
that time that it is no longer a realistic base figure. I am convinced that this
bill is needed to alleviate the discriminatory effect of the retirement test on
those who are ready, willing, and able-and in many cases forced-to work.
I ask that the provisions of my bill, S. 466, be accepted as an amendment to
H.R. 11865, the measure before the committee to amend the Social Security Act.
STATEMENT BY MAs. JUDY COLEMAN, OF THE AMERICAN ASSOCIATION OF MEDICAL

ASSISTANTS,

INC., RE H.R. 11865

Mr. Chairman and members of the committee, my name Is Judy Coleman.
I am a resident of Dallas, Tex., and I have the privilege of representing, as presIdent, over 12,000 members of the American Association of Medical Assistants.
Members of our association are secretaries, receptionists, bookkeepers, nurses,
and technicians In the employment of physicians in offices, clinics, hospitals, and
nursing homes throughout our country.
We are in daily contact with millions of patients and feel that we have an
unusual opportunity to evaluate the standards and facilities of health care in
this Nation. Many of us are bookkeepers, and we discuss the financing of
health and hospital care with patients daily. We know the costs, the ability of
the patient to meet these costs and how the patient provides for himself by
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prepayment voluntary health insurance and other personal means to meet
the costs.
We are opposed to the financing of health or hospital care, optional or conipulsory, through the social security system.
The majority of our members fall into the income racket and age bracket
who must pay this tax. The tax has increased in recent years and will continue
to Increase at a rapid rate should any such health care plan through the social
security system be adopted.
We do not feel that such a health care plan is necessary or wanted by the
average American. We see evidence daily that the Ainerlcah people have access
to the best medical care in the world. We see Iatients daily who are adequately
providing for their medical care through voluntary prepayment health care
plans. We observe with regularity that our physician employers make it possible for every citizen to secure the medical care that he needs regardless of his
economic status, his age, or any other eircumstance.
We ask with great earnestness and with great respect for your sense of
fairness that you stand with the American Association of Medical Assistants,
Inc., in opposing any provision for financing of health or hospital care through
the social security system.
Thank you for this opportunity to present our views.

STATEMENT OF CONGRESSMAN EU(;ENE KEOoI[ ON SECTION 9

OF H.R. 11865,

SOCIAL SECURITY AMENAMENTS OF 1904

Mr. Chairman, I appreciate the opportunity to comment on section 9 of H.R.
11865, providing for covering as wages and therefore counting toward social
security benefits, cash tips received by an employee in the course of his employnent.
This proposal will provide better protection under the social security prograim for more than a million employees and their dependents. Since the cash
wages of employees who customarily receive tips are relatively low, social security benefits based on their cash wages only are correspondingly low. The
vast majority of these employees want social security protection based on their
tip income. The inequity of forcing these employees to pay income taxes on
tips while denying them the benefits of the social security program based on
tip income is apparent.
Employer groups have complained to me that the proposal adopted by the
House of Representatives will create serious bookkeeping problems for them.
This is because the proposal would require the employee to report to his employer In writing the amount of tips received and the employer would report
the employees tips along with the employees regular wages.
I do not believe anyone wants to create unnecessary or unjustified administrative problems for eml)loyers. In my opinion these problems can be virtually
eliminated by the Senate Finance Committee by making a few changes in section 9
of H.R. 11865.
I would suggest, first, that employers be permitted to estimate tip income
of employees for purposes of withholding employees contributions to the social
security program. To prevent some employers who might fall to withhold any
employee social security contribution, I would suggest that the employers would
be required to estimate that wages including tips as defined under section 3121a
be not less than $1 an hour.
Secondly, I would suggest that employees be permitted to report tip Income
to employers within 10 days after the close of each quarter. If employees fail
to report within that time, the estimate of the employer will be presumed correct
for employer and employee social security contributions.
These changes would eliminate, for all practical purposes, reporting by the
employee of tip income to the employer. In some cases, of course, where employers significantly missed the mark employees would report but the employer
could then adjust the estimate for future withholding of the social security
contributions. With these changes penalties of employees for failure to report
tip Income to employers could be eliminated. With these changes every employee would be guaranteed social security protection on an income equivalent
to at least $1 an hour. With these changes I would estimate that we would
approach the maximum social security protection available on a practical basis
for employees who customarily receive a substantial portion of their income
in the form of tips.
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I do not see how employers can, in Justice, complain about this proposal if
these changes are adopte(1. Tipped employees derive their tip income because
of their employment. Because of the practice of tipping, employers pay these
employees substantially lower wages than would ordinarily be required to
obtain their services. Certainly, then, if coverage of tip income can be worked
out on a practical basis employers have little grounds for complaint.
I take tie liberty of suggesting that the foregoing might be accomplished
by the following amendments to section 9 (see attached).
Thank you, Mr. Chairman.
PROPOSED AMENDMENT TO SECTION 9 OF Hl.R. 11865 RE COVERAGE OF Tips UNDEH
SOCIAL SECURITY PROGRAM

1. Amend section 9(a) (2) l)y striking the word, montht" and inserting in lieu
thereof tile word, "quarter".
2. Amend section 9(b) (1) by striking the words, "are included in a written
statement furnished to the employer" and inserting in lieu thereof the words,
"as computed" and by striking the word, "mouth" and inserting in lieu thereof
the word, "quarter".
3. Amend section 9(b) (3) by striking the word, "month" and inserting in lieu
thereof the word, "quarter".
4. Amend section 9(c) (1) by striking the words, "are reported by the employee
to the employer" and inserting in lieu thereof the words, "as computed".
5. Amend section 9(c) (2) by striking proposed new section 605, of the code
and Inserting in lieu thereof the following new section: "Section 6053-Computing
of Tips". Every employer of an employee who, in the course of his employment,
receives tips which are wages as defined in section 3121a shall estimate not
more than the reasonable tip income of said employee for purposes of withbolding social security taxes under section 3102. Said estimate shall not be
less than an amount necessary when added to other wages as defined by section
3121a to equal $1 per hour.
Every employee who, in the course of his employment by an employer, receives
tips which are wages as defined in section 3121a may furnish to his employer
within 10 days after the end of the calendar quarter in which the tips were
received, a written statement of all such tips. Said statements shall be furnisied under such regulations and in such form and manner as may be I)rescribed by the Secretary or his delegate and shall be used for purposes of section
3101, 3111, 60-51a, and 6052c only to the extent that the tax imposed with resp .ct
to such tips by section 3101 can be collected by the employer under section 3102.
For purposes of section 3101, 3111, 6051a, and 6652c tips of an employee shall
ibe considered equal to the amount estimated by his employer as provided above
unless the employee reports tips to his employer within the period prescribed at
the end of the calendar quarter as above provided.
6. Amend section 9(c) (2)B by striking the word, "Reporting" and inserting
in lieu thereof the word, "Computlng".
7. Amend section 9(c) (3) by striking it in its entirety.
8. Amend section 9(d) by striking the words, "reported by the employee to
the tax payer" and inserting in lieu thereof the word, "computed".
9. Amend section 9(e) by striking the words, "who is furnished by an employce a written statement" and inserting in lieu thereof the words, "or an
employee who receives" and by striking the words, "such statement is furnished
the total amount of the tips so reported liy the employee as received" and inserting in lieu thereof the words, "the tips received by the employee".

STATEMENT OF THE GOVERNMENT EMPLOYES' COUNCIL,

AFL-CIO, oN H.R. 11865

(SOCIAL SECURITY AMENDMENTS-COVERAGE FOR FIREMEN)

Mr. Chairman and members of the committee, the Government Employes'
Council, with 29 affiliated AFL-CIO unions representing classified, postal, and
wage board employees in Federal agencies, desires to urge that the committee
delete section 11 from the pending bill.
Amendment No. 1774, offered by Senator Abraham Ribicoff, will accomplish
this purpose.
Existing law excludes social security coverage for service of firemen subject
to a State or local staff retirement plan.
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Section 11 establishes a uniform program for all firemen and policeman.
Pension programs for fremuen were among the original staff retirement plans
in this country. These systems have advanced over a long period of years with
recognition of the special conditions firemen and their families encounter. There
is little need to emllplasize tile unique physical dangers a1(1 health hazards to
which these public employees are exposed dailly. As an example, some States
have approved legislation recognizing heart conditions of firefighters is prime
face evidence of duty-related injury. In other cases, firemen are l)ermitted to
retire between 50 and 55 years of age with a minimum number of years of service
because of the constant exposure to injury an(l even death in carrying out their
official duties. In this case OASDI retirement at age 65 or age (12 is not realistic
for fire department employees since their work life Is curtailed by the hazards
of the Job.
In 1950, social security was extended to public employees not subject to a
State or local retirement plan. Firemen were excluded. And even with tile
1954 amendments I)rovilding social security coverage tinder certain conditions for
State and local workers having staff retirement benefits, tile firefighters' exclusion was continued.
Excellent justification exists for these precedents. Social security is designed
as an insurance program to guarantee older workers a minimum standar(l of livIng when they can no longer )articipate in a gainful occupation. Staff retirement programs are developed to meet the special needs of sueranmnuated enployces. Their coverage and benefits are based upon salary, length of service,
age, and contributions. The worker with social security eligibility only is pro.
vided with a minhnum subsistence monthly benefit. Individuals who desire a
higher standard are expected to supplement this basic income with a staff plan or
savings or other means.
Much of the apprehension of flreflghters is based upon the threat of social
security reducing the retirement special features now in effect in many communities for these public servants, and ultimately the annihilation of these staff
plans in favor of the OASDI all)roach.
In localities where no programs for firemen exist, States and communities
now possess the right to provide social security coverage to firefighter personnel.
While section 11 authorizes cities to undertake elections to determine the
desire of firemen concerning coverage, this apparent advantage is offset by
the peril to the existing staff systems.
It may be argued that acceptance of section 11 poses no Immediate threat to
an individual's equity in a local plan. Our concern Is long range. Availability
of OASDI coverage could very well lead in the years ahead to attempts by
State and local officials to abandon the staff program because of cost.
One method of pursuing the authority in section 11 would be to maintain both
the social security and staff retirement systems simultaneously as separate entities. It Is known as supplementation. In that case, both the employee and tile
employer would contribute 3.8 percent of salary to OASDI. The worker and
management would continue to maintain the staff plan and to finance it as before.
An obvious advantage of this approach is the full benefits of both systems to be
reaped by the employee when eligible for them.
However, in many cases, time total cost would be prohibitive to the workers
and could very well be to the public department as the employer.
Another approach continues the same contributions by the employee for retirement purposes. This amount Is divided into two parts-the money necessary
to make the normal social security contribution, with the remainder being allo.
cated to the staff plan. The employee Is then permitted to retire at the normal
age under the staff arrangement and to receive the original benefits provided by
the staff system. However, upon reaching age 65 and receiving social security
payments, the fire service's share is reduced by the amount of the social security
benefits. This arrangement is titled "Integration."
A version of this plan involves the same procedure outlined under "Integration," but requires the employee to pay one-half the cost of social security and
to receive in return one-half of OASDI benefits in addition to the normal pension.
It would probably necessitate no greater investment by the employee.
But both of these methods could involve considerably greater expense for the
community over a number of years. This, in turn, could encourage local government bodies to seek some other less costly way to finance the plan. An attractive alternative from their standpoint would be to gradually embrace s<'clal
security as time sole means of retirement income.
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A fourth plan "coordinates" the social security and staff systems. Entitlement
to OASDI benefits Is accompanied by a reduction in the annuity paid by the
local retirement plan. In this case, however, the State or city makes advance
adjustments in contributions and benefits during the employee's working life
prior to his receipt of a retirement annuity and social security. The department
computes the retirement benefits accruing to an individual employee at age 65 less
the amount to be received through OASDI. It then revises the contributions and
payments to account for this difference.
These are the methods available to achieve a closer relationship between two
systems with completely different objectives. For the local firefighter retirement plan, they spell one result-absorption by the social seemity plan of the
specialized annuity programs tailored to the specific needs of employees and public
management.
Certainly there is a need to provide improved financial assurance to American
workers when they complete their years of productive work. This principle
applies to both private industry and public employees. But for those whose
work for Government enterprise involves special consideration, we believe these
improvements should occur within their own programs. Even if a longer span
of time is needed to accomplish these changes because of the size of the plan and
the funds available, it is essential that the independence of such systems be
maintained. The desirable aspects of huge social programs should not be permitted to blind us to the necessity for continuing to protect the equities of small
groups of citizens. We are convinced that in the case of firemen and their State
and local retirement systems fairness dictates that they be preserved. This will
enable the employees and local government bodies to continue the progress of their
plans on the basis of the special needs of the workers and the ability of both the
employer and the employee to finance desired improvements.
For these reasons, Mr. Chairman, we earnestly solicit the assistance of the
committee in deleting section 11 from the bill now under consideration.

STATEMENT BY REPRESENTATIVE THOMAS P. GILL ON H.R. 11,65
Mr. ChaI man, I appreciate the chance to share a few thoughts with you on
medical care for the aged. The House bill now before you was passed on a
"closed rule," and It was Impossible for us to add medical care to the improvements in social security benefits. However, it is the hope of many of us that
you will do so In the Senate, and give us a chance to vote for this long overdue
program.
Few contest the basic facts. After age 65, 9 out of 10 people are hospitalized
at least once; 2 out of 3 more than once. People over 65 use three times as much
hospital care as people under 65, and when they are in the hospital they stay
twice as long. Hospital costs have gone up from about $9 a day in 1946 to around
$36 today. Incomes of persons over 65 tend to be fixed and are often very low;
half the couples over 65 have less than $2,800 a year between them, which is
below the poverty level; half the single persons over 65 have far less---in the
vicinity of $1,000 to $1,200 annually.
Only a few months ago the opponents of hospital insurance under social security used to say that the Kerr-Mills medical welfare program met the need.
It has become abundantly clear that It does not and will not. Only about threefifths of the States have implemented the Kerr-Mills law in any fashion and in
most It is inadequately funded. In many States the beneficiaries under the
Kerr-Mills law are largely old cases, formerly cored under old-age assistance.
My State of Hawaii is a case In point. We have been cited as one of the States
with a better than average Kerr-Mills program, yet less than 2 percent of our
people over 65 are receiving benefits. If you disregard the number of cases who
were already getting benefits under old-age assistance the percentage will drop
to about 1 percent or less. The figures supplied by the State of Hawaii Department of Social Services on June 19, 1964, are as follows: "The percentages of
persons over 65 in Hawaii who have actually received and are receiving KerrMills assistance since the law went into effect are shown below by years."
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Estimated population 65 and over --------------------------Average monthly recipients (unduplicated) -------------------Percent ------------------------------------------------------

30,000
367
1.2

1962-63

30,000
530
1.8

611
1963-64

32,000
100
31.9

I Estimated.
2Based on 30,000 persons over 65.
"The percentages will be less than I percent when item 2 In the succeeding
paragraph is considered.
"For the period July 1, 1961, through December 1963, approximately 375 oldage assistance cases were transferred to Kerr-Mills (medical assistance to the
aged) ."
Based on an aged population of over 30,000 the normal Incidence would mean
several thousand hospitalizations In a given year. What of these people? Are
they all covered by insurance? Do they all find It possible to meet their hospital
bills? Figures are hard to come by but we have strong Indications of need.
Queens Hospital, in Honolulu, one of our largest, announced last year that It
loses about $500,000 annually caring for indigents; and losses on persons Ineligible for State assistance alone runs about $140,000 annually.
In my State I believe you will find that most persons competent ini the social
welfare field will agree that Kerr-Mills has not done the job. For example, Mrs.
Aim Quon McElrath, a specialist in medical care and welfare for tile IIGWU, was
reported in June of this year as saying just that. According to Mrs. McElrath,
under Hawaii's Interpretation of the Kerr-Mills law, a person over 65 with $75
a month from social security and $75 additional from a pension plan would be
denied Kerr-Mills coverage for even a modest $350 hospital bill. They would
require him to live on $100 a month and pay for the hospital out of tile other $50.
Such a situation Is probably quite common, and is a modest problem compared
with the overwhelming cost of a disastrous illness. Mrs. McElrath, and her
union incidentally, agrees the only feasible solution is basic hospital insurance
under the social security system.
Faced with the obvious Inadequacies of Kerr-Mills, our opponents have now
shifted ground. They now say the law is adequate but the States are at fault for
not implementing It. This quick shuffle may be useful in debates but it doesn't
solve the problem. The States are not going to implement Kerr-Mills in such
fashion that they will meet the need. They don't have the money. Most States
are already heavily burdened with demands for education, roads, and other
facilities and services. If States were to raise taxes to meet the real costs of
Kerr-Mills the people who shift the blame to them would be among the first
to complain.
What about private Insurance? Similarly, it is not doing the Job. Only about
9 million, or half the people over 65, have any private Insurance, and most of
these are only half covered. The high and rising cost of private insurance in
this field-running from around $100 to several hundred dollars annuallyinsures one thing: that only the aged with reasonable means will be even partially covered.
Private insurance is burdened by excessive overhead. In some group nonprofit
plans 80 percent or more of the premiums are paid back in benefits; however,
at least half of the commercial health insurance policies held by old people are
not of this type. Many of these individual policies return less than half the
premiums paid In benefits; the other half is overhead paid to the Insurance
company.
In light of this, It is little wonder that some of our friends In the Insurance
Industry have suggested that the Federal Government subsidize insurance
premiums.
For example, Senator Fong from my State, who opposes financing of medicare
under social security, suggested in his separate views In the report of the Subcommittee on Health of the Elderly In July of this year that:
"* * * additional Federal legislation is needed to assist older persons to finance
comprehensive health protection, with the Federal share paid out of general
revenues of the Treasury."
I would suggest strongly that there is no need for the Federal Government
to pay a 50-percent subsidy to private Insurance companies. It would be far
better to spend that money taking care of the old folks.
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In summary, Kerr-Mills has not and cannot meet the need; private insurance
cannot bp expected to do so because It cannot spread the risk far enough to lower
its premiums to workable levels.
The only solution that makes sense so far is to incorporate basic hospital
insurance under the social security system in the manner suggested by the King.
Anderson bill. This would give basic coverage to almost all over 65 as a matter
of right, and without a "means" test. Then Kerr-Mills and private insurance
could help fill the gaps. Kerr-Mills could cover those cases of complete medical
disaster. Once basic hospitalization needs were covered the person over 05
could invest what little lie had available In private insurance to cover other
costs such as doctor's bills.
I certainly hope this committee will give us a chance to vote this issue up or
down on the floor of both Houses.
STATEMENT BY ILLINOIS MIANUFACTURERS' ASSOCIATION RE ANMENDMENTS TO SOCIAL
SECURITY ACT (H.R.11865)

The Illinois Manufacturers' Association embraces in its membership of 5,000 in.
dustrial firms practically every representative manufacturing firm in Illinoislarge, small, and medium sized-engaged in a wide variety of production.
We have carefully considered and are vitally concerned about the proposed
amendments to the Social Security Act, as embodied In H.R. 11865. The IMA
is concerned primarily with the serious implications of those changes relating
to the substantial increase in benefit payments, the large increase in the OASDI
tax rate on both employee and employer, the liberalization of the insured status
requirements, and other proposals to liberalize the provisions of the act. We
also are opposed to any attempt to amend H.R. 11865 to include any provision
for medical or hospital care for aged persons.
The manufacturing firms in Illinois seriously question the need for or advisability of any major changes in the social security system at this time.
It is significant that in nearly every election year since 1950, social security
benefits have been liberalized, while in nonelection years Congress has made no
changes. Tihe program is being treated as a political expedient a short time
before the 1964 election, instead of being based upon the facts of the economic
situation in the Nation. Frequent inflationary changes in the benefit structure
and cost structure of the program should be avoided.
Increasesin benefits are not justified
H.R.11865 provides for a substantial increase In the monthly benefits for both
present and future beneficiaries under the old-age, survivors, and disability insurance program.
It would give increased gratuitous benefits to presently retired beneficiaries,
even though most of them have already received benefits which are far in
excess of the taxes paid by them and their employers. The bill magnifies the
existing Inequities in the social security system. Benefit eligibility and the
amount of benefits for present and future beneficiaries arbitrarily disregard the
amount of taxes which have been paid.
Workers who have been in the program for a number of years would pay a
higher tax on the $5,400 wage base but would not receive the benefit of higher
benefit payments because they would never qualify with a $450 average monthly
wage. On the other hand, individuals who would have only a few years of
coverage could qualify for the maximum monthly benefit amounts. This is certainly unfair to those persons who have been paying social security taxes ever
since the inception of the program In 1937. Credit should be given to the total
amount of taxes which such persons have paid and to the number of years of
coverage, In computing the benefit amounts.
increasein widow's benefits
,H.R. 11865 would liberalize widow's benefits. This proposal would create
Inequities in the benefits paid to widows as compared to the benefits to which
retired workingwomen are entitled. Under the present provisions of the law,
many women In the latter group did not earn sufficient wages to entitle them to
benefits in an amount equal to those received by widows. The proposal under.
consideration would widen this inequity.
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Change in the insured 8tatus requirements
The bill would liberalize the insured status requirements so that a retired person
would qualify for benefits if he has as few as three quarters of coverage as contrasted with the present requirements of six quarter.
This generosity Is unfair to those who have been paying social security taxes
since the Inception of the program in 1937. Benefits are now being paid to
persons who paid a very small amount In taxes and this situation would be
amplified.
Would increase tawe8
Now let us consider the ever-Increasing costs of the OASDI program. The
Congress cannot grant these additional benefits to recipients without extracting
the funds to pay for them from other citizens. Each move to make benefits
bigger or easier to obtain brings the Congress face to face with the need to
make the social security tax still higher.
Repeated Increases and extensions In benefits could very well endanger the
whole social security program by adding additional costs which might jeopardize
the availability of benefits in future years for those who are really in need and
who have been paying Into the fund for many years. People are now wonderIng whether there will be any money left for them by the time they retire. The
whole history of social security has been to make it more and more liberal
and more expensive.
As the law now stands, the tax on both employee and employer is 3.625 percent,
or a total of 7.25 percent. It goes up in 1966 to 8.25 percent and finally, in
1968 to 9.25 percent. H.R. 11865 would raise the tax 7.6 percent next year and
finally to 9.6 percent In 1971.
This bill also proposes that the wage base upon which taxes are paid, be Increased from $4,800 to $5,400 per year. IMA objects to such proposal. This
would make an additional tax of $31.20 to be paid by every covered employee
and $31.20 to be paid by his employer in 1965 on annual wages of $5,400.
The tax Increase which Is proposed In 11.R. 11865 amounts to a 17-percent
Increase. The purported reason for a tax increase l, to finance the increased
benefits. However, benefits would be increased 5 percent. There is no justification for increasing the tax 17 percent.
The social security tax started out In 1937 at 1 percent, paid by the employer
and the employee on wages of $3,000 per year, or $60 per year. Now It is proposed that the tax be 9.6 percent on wages of $5,400 by 1971. or a total of
$513.40 per year. This represents an increase of 863 percent. This assumes that
there will be no further Increases In benefits by 1971, an unlikely assumption.
The following figures show how social security taxes have gone up since 1949.
How social security taxe8 have grown
Maximum
earnings

Period

base

1937----------------------------------------------

$3, 000

1951-53 ------------------------------------------------------1954 -------------------------------------------------------1955-56 ----------------------------------------------------1957-58 ----------------------------------------------------1959 ----------------------------------------------------------

3,600
3,600
4,200

1950 -----------------------.----------------------------------

3,000
4,200

4,800

4,800
1960-01 ------------------------------------------------------4,800
1962 ---------------------------------------------------------4,800
.
..----------------------------------------------.
.
1963-5
1966-

-7.

.

.

.

..-----------------------------------------------4,800

1908 and after ----------------------------------------------

4,800

Combined employer and
employee tax 1
Tax rate
(percent)

Amount per
year

2

$60.00

3
4
4
4.5
5

108.00
144.00
168.00.
189.00.
240. 00

8.25

396.00.

3

6
6.25
7.25
9.25

90.00

288.00
300.00
348. 0

444. 00,

INCREASES PROPOSED IN HI.R. 11865
1965 ----------------------------------------------------------

5,400

5,400

8

7.8

410.40

1968-70 -------------------------------------------------------

6,400

9

486.00

196-7 -----------------------------------------------------1971and after -----------------------------------------------1 % deducted from employees' pay checks and X paid by employers.

5,400

9.6

432.00
518. 40
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It is a strange paradox that so soon after Congress reduced income taxes,
you are being asked to turn right around and increase the social security tax by
more than $2% billion per year. Your committee decided that income taxes
should be reduced in order to increase purchasing power and to bolster the
economy of the country. The social security tax which is deducted from em.
ployees' paychecks is, for a large number of people in the country, a much larger
bite out of their paychecks than the income tax which they pay. These are
the same people the tax reduction bill is intended to help. Their taxes would
be increased substantially instead of reduced.
Medical care for the aged
An attempt is being made to amend H.R. 11865 to include medical and hospital
care for the aged in the social security system. Medical and hospital care
legislation has been proposed in various forms several times since 1935. Tie
Senate Finance Committee and the House Ways and Means Committee have
spent many hours in hearing witnesses and considering these proposals-hours
which might have been spent on more needed legislation. In each instance, the
committees have wisely rejected such proposals and the reasons for rejecting
it now are stronger than they have been previously, but the proponents of such
socialistic legislation never give up. The Illinois Manufacturers' Association
urges you to again reject it.
Steih legislationnot needed
There has been no demonstrated proof of the need for health care legislation.
This proposal is based upon the false assumption that most older persons are
hardship cases and are unable to finance their health care costs or to secure
voluntary health insurance. Some are needy. Most are not.
Statistics prove that a larg. majority of the aged persons are financing their
own health care costs adequately through health insurance and that such
coverage is increasing at a rapid rate. Voluntary health insurance is a sound
and economic meapo for providing older persons with the medical care they
need. It is available at reasonable premiums.
It is not fair or proper to impose a compulsory tax on all workers, Including
those who can least afford it, In order to set up a vast hospital care program
for the elderly people whose illnesses are now being taken care of through
other means.
Kerr-M118 program takes care of those who need help
In 1960 the Congress passed] the Kerr-Mills bill and this program has been
adopted by most of the States and it is operating satisfactorily. It provides for
Federal financial participation with the States in furnishing medical and hospital services for needy individuals 65 years of age and over who need medical
and hospital treatment. These are the people who the proponents of medical care
under social security are supposedly concerned with.
The administration of this Federal grant-in-aid program for the needy and
near needy was placed in the States, where it belongs. It is administered locally
for the benefit of locally determined beneficiaries. No facts have been submitted
to prove that older people have suffered because they have been unable to secure
proper medical care.
Contraryto ba8io social security principles
The proposed hospital care program departs entirely from the basic principles
underlying the present social security program. The social security program is
a cash benefit program in which each person must contribute taxes based on
his earnings for a minimum period of time before he is eligible for retirement,
death, or permanent disability benefits. The amount of his benefits is based
upon the wages he has earned in covered employment.
Proposals which have been made would pay hospital charges for beneficiaries
even though they had never paid a penny in taxes to finance this program.
There is no dollar limitation on the amount that would be paid. Everyone
would receive the same payments regardless of past earnings.
Health care for the aged would provide an opening wedge for expanding the
program and establishing a compulsory health care program for citizens of all
ages. It would eventually lead to socialized medicine. The quality of medical
and hospital care in the country would be weakened.
The cost of such a program would be stupendous and increasingly burdensome
on both employers and employees. It would require a big increase in social
security taxes-much larger than is now being proposed In H.R. 11865. This

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

615

would just be the beginning. If hospital care under social security finally gets
upon the statute books, there will be constant pressures to expand it, with consequent increases in taxes on the employee and the employer to finance it.
Duplicationof social security and workmen's compesation benefits
We urge you to adopt legislation to correct a situation whereby a disabled
person is able to receive duplicate and overlapping payments under social security and under the workmen's compensation laws of the various States.
In a strange, almost unbelievable way, It has come about that there can be a
reward for getting disabled on jobs. In some 40 different States a man or woman
can do better financially with a disabling work-connected Injury than can be
earned at regular wages.
Such artifice is the byproduct of inroads that the Federal social security system
is making into the Nation's 50-year-old workmen's compensation system which
has been conceived and administered under the laws of the various States.
In 1956 the Federal Social Security Act was amended to provide for payment
of disability benefits. Such disability benefits were reduced by the amount
which a disabled person might receive under State workmen's compensation laws.
However, In 1958 the provision for the deduction of workmen's compensation
benefits was eliminated. The amount which such a person may receive frequently makes possible for more pay off the job than on the job. To Illustrate:
A disabled person with a wife and two children who earned $400 per month is
entitled to receive $254 In social security disability benefits. If the disability
was caused by an accident in which he was involved when he was at work, he
could, in addition, receive benefits provided under the State workmen's compensation laws.
In Illinois such a person would receive $55 per week or $238.33 per month
in workmen's compensation payments, which, when added to his social security
benefits, would be a total of $492.33 per month. This would be tax free, as
compared with his former gross earnings of $400 a month, which would be subject to Income tax deductions of $34.10 and social security deductions of $14.50,
or a net of $351.40, except that union dues, cost of transportation to work,
lunches, work clothes, etc., would also reduce his spendable earnings. He
would receive $351.40 for working and $492.33 for not working.
Obviously it is a travesty to have both a Federal and a State system to
pyramid benefit payments for the same disability. Such duplication is a step
toward destroying the workmen's compensation systems of the States. Among
other detrimental effects, this would remove the incentive for employers to continue their effective safety work in reducing accidents to workers in their plants.
Duplication of benefits encourages malingering, lessens the desire to return to
work, and tempts many persons to live the life of ease.
In 1963 the Senate of the State of Illinois adopted a resolution memorializing
Congress to amend the Social Security Act to restore the offset provision
whereby benefits received under workmen's compensation laws would be deducted
from social security benefits.
IMA prediction in 1935 was well founded
In a bulletin to members of the Illinois Manufacturers' Association, dated
May 6, 1935, at the time the social security bill was being considered in the Federal Congress, IMA predicted that it would impose stupendous and ever-growing
tax burdens upon Industry and the American public. The predictions made
at that time regarding the stupendous costs of this program were underestimated. In the fiscal year ending June 30, 1963, the taxes collected under the
retirement survivors and disability insurance program totaled $14,400 million.
This was a substantial portion of total Federal taxes.
In the IMA bulletin of May 6, 1935, previously referred to, we predicted that
the future course of the social security program would be dictated by political
expediency. The following is a quotation from that bulletin:
"When the principles of this measure have been incorporated upon our Federal and State statute books, future consideration of social legislation would
be almost entirely a matter of political expediency. Old-age pensions, unemployment insurance, etc., would become political footballs. Greater coverage and
more generous allowances would be the principal issues in subsequent sessions
of our legislative bodies. The 'sky would be the limit.'"
Social security constantly liberalized
This prediction has certainly been borne out. The act originally provided that
retirement benefits would be paid only to retired workers at age 05 or over, with
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the first payments to be made In 1942. But In 1939 Congress began changing the
program, moving up the first payments to 1940, and providing benefits for memhers of the families of retired or deceased workers. During the past 25 years
group after group has been added to the eligibility rolls, benefit payments constantly raised, age limits lowered, eligibility broadened, and taxes increased.
The social security law has been liberalized In every election year since 1950.
Now we are in another election year and you are being pressured by those who
are unwilling to accept the fact that the needs of those 65 and over are adequately
being taken care of.
We fear for the future
We believe that the situation is getting out of hand. We are alarmed when
we envision the end product of these constant changes in the social security
program. The insidious growth and extension by steps on many different fronts
and further pyramiding of the costs must be stopped or it will pose a serious
threat to both the Nation's economy and the morale of the people. The ultimate
burden of OASDI costs might exceed the willingness of future generations of
American people to support them.
The Illinois AIanufacturers' Association believes that hospital care and the
changes in the Social Security Act which are proposed in H.R. 11865 are unsound and undesirable. We respectfully submit that this measure should be
rejected by this committee and by the Congress.

AiEiRICA.-N HOSPITAL ASSOCIATION,

Washington, D.C., August 12, 1964.
Hon. HARRY F. BYRD,

Chairman,Senate Finance Committcc,
U.8. Senate, Washington, D.C.
DEAR SENATOR BYnD: We are pleased to send you the following statement settIng forth time views of the American Hospital Association in respect to H.R.
11865 and the related bill, S. 880. We would appreciate your including the statement in the record of the hearings held before your committee on the subject of
health care of aged persons.
The American Hospital Association Is a voluntary, nonprofit membership
organization Including within its membership the great majority of all types of
hospitals, among which are 90 percent of the Nation's general hospital beds.
These hospitals In 1962 admitted more than 26.5 million patients. Our primary
interest-and the reason for the organization of the association-is to promote
the public welfare through the development of better hospital care for all the
people.
For several years, representatives ofthe American Hospital Association have
appeared before committees of the Congress to express its veiws with respect to
the subject of providing for the hospital needs of aged persons. We have also
discussed in detail the provisions of various bills through which the Federal
Government would assist in providing for the financing of health services.
Although we have opposed certain proposals, we have in all cases made specific suggestions for changes and improvement because we believe it to be our
responsibility to the Congress to do so.
A detailed review of the long history of thought and effort which this association has given to the subject would be repetitive of what we have In the past
provided for the record and would not be of particular help to the Congress.
The record shows clearly that hospitals and this association have not treated the
problem of the health needs of the older members of our population casually.
We have devoted substantial resources to both study and action.
Since 1954, the association has undertaken four thorough appraisals of the
problem. These were discussed In detail in hearings before the House Ways and
Mean% Committee. The last complete study undertaken jointly by our associatiom and the Blue Cross Association In 1961 Included an exhaustive study of the
dimensions of the problem of financing the health care of the aged. The findings
of the study underscored two basic conclusions reached in each of the previous
studies: One, aged persons face a great and serious problem in providing for
their health needs; and two, the financial participation of Government is needed
for an adequate solution to the problem. This report was published and a copy
was sent to each Member of the Congress in 1962.
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The American Hospital Association called a special session of its house of
delegates in January 1962, to review the position of the association oil the health
care of the aged in light of this study, and the following policy statement was
officially voted by our house of delegates on January 4, 19t2:
"1. We reaffirm the crucial need to continue vigorous efforts to foster realistic
and equitable programs in every State for the adequate health protection of the
indigent and medically indigent under a mechanism similar to the Kerr-Mills

Act.

"2. We recommend the earliest possible implementation of a national Blue
Cross program for a voluntary, nonprofit plan available to all persons aged 65
and over.
"3.We recognize that Government assistance is necessary to effectively
implement this national Blue Cross proposal in order to enable many retired
aged persons to purchase this health protection through the voluntary prepayment system. Conditional upon the administration of this proposed plan by the
voluntary nonprofit prepayment system, the tax source of the funds is of secondary importance to us.
"4. The individual aged person should receive governmental financial assistance on a decreasing scale related to income, the low-income person to receive
major, or even total assistance, and the higher income person to receive less.
The determination for Government assistance should be made in accordance
with current income reported for Federal income tax purposes or, if this Is not
possible, some legally acceptable declaration of income. The determination

should not be made in accordance with the usual means test determination made
under public welfare programs.
"5. We emphasize the urgency and important of planning for the provision
of adequate facilities and personnel in order that skills and services may be
available to render high quality care to the aged.
"6. It is the sense of this meeting of the house of delegates of the American
Hospital Association that the best interest of the retired aged will not be served
by passage of the King-Anderson bill. Our opposition to this bill is based upon
careful study of the needs of the retired aged and the overall economic effect
of such a program. We believe that the retired aged will be better served by
a program such as has been proposed by Blue Cross plans."
With respect to the first point in the policy statement I have just cited, the
association has carried out a vigorous program directed toward the full development of the Kerr-Mills Act within the States. When the act first Iecame
effective, we called a special conference with representatives of each of the State
hospital associations and representatives of the Department of Health, Education,
and Welfare. The program and its implications were explored at length. Following this, a list of guiding principles was developed by the association and sent
to all the States to assist them in their development of the Kerr-Mills program.
The association staff traveled extensively and worked with many States on
their problems. Further, an advisory committee of experienced and informed
persons was formed by the association to work with the Federal Administrator
of the Kerr-Mills program. This group has had a number of meetings with the
staff of the Department of Healti', Education, and Welfare to discuss problems
and explore particular situations. The association also has surveyed all the
States to determine the major factors limiting the growth of the program. Nine
chief factors were found. Solutions to these seemed to lie primarily at the State
level and not the Federal level.
To assist the States, a program of regional conferences, to be sponsored by
this association and the Department of Health, Education, and Welfare, was proposed by the association. Three such conferences have been held. The first
regional conference, covering six States, was held in Denver, Colo.; the second
conference held in Atlanta, Ga., covered six States in that region; and the third
held in Boston, included the six New England States. A fourth conference
planned to be held in Oklahoma City was postponed. Representatives of the
State governments responsible for administration of the Kerr-Mills program and
representatives of hospitals, Blue Cross plans, the American Hospital Association, and the Federal Government participated. The purpose of these conferences was to discuss specific problems and to determine what could be done to
expand and Improve the program. From the reports of those attending the meetings, they were felt to have been thoroughly constructive and beneficial. We
hope that additional conferences to cover all sections of the country can be held.
We do not propose to attempt any detailed analysis of the Kerr-Mills program
for the indigent and medically indigent aged here. Kerr-Mills has stimulated
3G-453-
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considerable Improvement and extension of State programs for the indigent aged
under the old-age assistance part of the program. We have stressed our belief
that this should be the first goal of the States and that before the States under.
take to develop programs for the medically indigent, they should first make
sure that they are doing an adequate job for the indigent aged.
With respect to the medically indigent aged, progress is much more difficult
to evaluate. State legislative bodies have been understandably cautious in advancing this side of the program. There is great uncertainty as to the number of
potentially eligible aged and the costs of services. The services offered and tie
criteria for eligibility vary greatly among States. Apparently, too, some States
have used the Kerr-Mills program as a means of obtaining substantial additional
Federal financing without a commensurate increase in the number of aged who
are being given care. Any complete evaluation of the Kerr-Mills program would
require facts and figures that are not presently available from either the Federal
Government or the States.
An overall review of the Kerr-Mills program was presented to our house of
delegates last August. A copy of this review is attached hereto.
We are very pleased that some States now have programs publicizing the purposes of the Kerr-Mills program and making known its benefits. Communications between the welfare agencies and hospitals are excellent in many States
and inadequate in some others. The problems of determination of eligibility,
limited scope of benefits, methods and amounts of payment for care, and the inadequacies of financing provided by tile States, together with the involvement
of the recipients' relatives in determination of financial responsibility seem to be
the most difficult.
It is realized that many State governments are under great financial pressure.
However, proposals for the care of indigent and medically indigent aged that do
not adequately reimburse hospitals simply raise the price of care to the rest
of the community and do not solve the problem.
As stated earlier, we strongly support Kerr-Mills and urge its strengthening.
We believe the program would be improved if it were treated as a health program, which it really is. rather than a welfare program. We believe its administration at the State level, should be located in the agency concerned with health
matters.
Eligibility for Kerr-Mills benefits could be predetermined on a graduated income basis and not, as is generally the case at present, by a means test at the
time the service Is needed.
The second, third, fourth, and fifth points of the policy statement adopted by
our association, which have been listed, relate to the implemenation of a national
Blue Cross program, utilization of a Blue Cross program with Government assistance, a programm of graduated benefits, and the need for adequate facilities and
personnel. Since these matters are related, they will be discussed together.
The second point of our 1962 policy statement said:
"We recommend the earliest possible implementation of a national Blue Cross
program for a voluntary, nonprofit plan available to all persons aged 65 and
over."
The Blue Cross plans were providing benefits to 5.3 million persons 65 years
of age and over at the end of 1962. The number of such persons enrolled in
Blue Cross continues to grow. Lacking governmental assistance of a kind acceptable to our membership, and because there was no assurance that such
assistance was likely in the future, the individual Blue Cross plans proceeded
with a wholly voluntary program.
It continues to be our hope that one nationwide Blue Cross program will be
possible. Meanwhile, we support the development of strong statewide Blue
Cross programs. The efforts of the Blue Cross plans in the development of
these programs can best be described by them. Our house of delegates in its
establishment of policy, in addition to expressing its concern that governmental
financing should be adequate, stipulated two conditions as essential to a program
of governmental financing.
Our house of delegates acknowledged in 1962, as it had many years earlier,
that governmental assistance is necessary in order to provide adequate health
care to many of the aged. The house established the two firm stipulations on
any program of governmental financing for the health care of the aged.
The following is a restatement of points three and four of the policy statement
adopted in January 1962:
"We recognize that Government assistance is necessary to effectively implement this national Blue Cross proposal in order to enable many retired aged
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persons to purchase this health protection through the voluntary prepayment
system. Conditional upon the administration of this proposed plan by the voluntary, nonprofit, prepaymient system, the tax source of the funds is of secondary
Importance to us.
"The individual aged person should receive governmental financial assistance
on a decreasing scale related to income, the low-income person to receive major,
or even total assistance, and the higher Income person to receive less. The determination for Government assistance should be made in accordance with current
income reported for Federal income tax purposes or, if this is not possible, some
legally acceptable declaration of income. The determination should not be made
In accordance with the usual means test determinations made under public welfare programs."
The first stipulation made by our house was that administration, and In our
view this means underwriting, be by the voluntary, nonprofit, prepayment system. We are opposed to the overall direct administration by the Federal Government of a program to provide for the hospital needs of retired aged persons.
We believe that the desirable manner In which to plan for Government financing
is through the voluntary, nonprofit, prepayment system. We have stressed our
opposition to administration by the Social Security Administration because that
agency is the one designated in the legislation under discussion here. However,
we would be equally opposed to direct administration by any other Federal
agency.
The second stipulation was that any governmental financing should be provided for the individual in relationship to the Income of that retired aged person. Our house said: "The individual aged person should receive governmental
financial assistance on a decreasing scale related to income, the low-income
person to receive major, or even total assistance, and the higher income person
to receive less." We know that many aged persons need total assistance in the
financing of their health needs. We know that there are some who need no
assistance. We believe, therefore, Government financing should be scaled in
a realistic ratio to the income of the retired person. We believe the determination
of need should be based solely on the current income reported by the individual
for Federal income tax purposes or some other equally acceptable method. We
oppose the use of the public welfare means tests as the basis for determination
of need for governmental assistance.
Recognizing that whatever expertness we had was in the field of health services, our house of delegates said that so long as these stipulations as to administration and scaled assistance were met, the source of the tax funds was of
secondary concern to us.
The administration of the program could be handled by underwriting through
the voluntary nonprofit plans. This would use the already existing mechanisms
of the nonprofit plans which have contractual arrangements with the providers of
services. This would avoid any vast duplication of skilled and experienced
personnel; it would permit statewide and local administration; and the Individual recipient would in every way appear as an independent, voluntary subscriber and not as a ward of the Government. Underwriting would give the
Congress assurance as to the costs of the program each year.
The value of this approach has been amply demonstrated in the Federal
employees program. The Government would benefit by possible savings resulting
from the addition of this group to an already existing and very much larger group
of participants. Procedures for utilization, control and transfer of patients very
likely would be much more effective if carried out through existing voluntary
means. The Government would be providing support of voluntary health insurance and protecting the continuity of coverage of the worker until his retirement.
We believe that the tax funds, from whatever source, should be spent to
assist the individual to purchase a program of health-care benefits which have
been negotiated for by the Government, from voluntary health organizations.
On July 9, 1962, the association stated its opposition to the amended version
of the King-Anderson bill as it had been presented to the Senate. We stated
that the proposal did not meet the conditions deemed essential by our house of
delegates. We also reiterated our concern about whether the proposed financing
was adequate. We still believe that the best interests of the retired aged will
not be served by the passage of S. 880.
We wish also to emphasize two other aspects of providing for the health
needs of aged persons. These are the provision of adequate facilities and of
adequate numbers of well-trained personnel. It Is realized that these matters
may not come within the purview of this committee, but unless the Federal
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Government makes a much greater effort to provide adequate facilities and
personnel, it is unlikely that the health needs of the American population, includ.
Ing the aged members of that population, can be met. No program of govern.
mental financing voted by the Congress can buy services that are pot available
and cannot be provided. We are pleased that the Congress has approved a pro
gram to provide greater numbers of physicians, dentists, and other health-care
personnel. We believe the program of Federal assistance to provide greater
,numbers of well-trained professional nurses that has been passed by the House
of Representatives and is to be before the Senate very shortly Is urgently needed.
The association is deeply concerned with these aspects of personnel and facility
needs. We recognize the special problems in long-term care and have created
a council to study this specific area.
The Congress has done a good deal during past years to help meet the Nation's
needs for various health facilities; but, however, we still have a very long way
to go. We believe the continuing deterioration and inadequacy of much of our
existing hospital plant is one of the most serious problems facing the country.
The legislation just passed by the Congress should provide valuable assistance
toward getting at this problem. We have a pressing need for long-term care
facilities, which is a matter of particular concern to aged persons. The Congress
is providing assistance through a variety of programs, but shortages of adequate
facilities in which high-quality care can be given persist.
We are deeply sensitive to the concern of the committee and its earnest endeavor to both appraise the problem and find solutions. We sincerely hope that
this statement
will be of assistance.
Sincerely,
KENNETH1 WILLIAMSON,
A880iate Director.
REPORT ON KERR-MILLS PROGRAM
Presented by Thomas Hale, M.D., chairman of advisory committee to Social
Security Administration on health care of indigent and medically indigent aged,
house of delegates, American Hospital Association, August 28, 1963
I have divided this report into two parts: first, a review of the development of
the program within the States with certain supporting figures; and second, a
review of the steps taken to assist with the development of the program throughout the country.
1. Program to date.
It is now 3 years since Congress passed the law setting up the Kerr-Mills
program to help provide health care for the aging, Its major purpose, of course,
was to aid those aged who--as determined by each State--could be classified
as medically indigent, as distinct from the elderly on welfare. Officially known
as medical assistance for the aged-or, more commonly, MAA-the program
authorizes Federal Government grants-in-aid to States adopting medically indigent plans which receive approval from the Welfare Administration of the
I)epartment of Health, Education, and Welfare. Kerr-Mills, in addition, provided for some expansion of health care services for the aged receiving benefits
under the old-age assistance program-public assistance (OAA), that is-set up
in the mid-1930's with the passage of the Social Security Act.
A progress report on Kerr-Mills was made to the house of delegates last year.
There has, of course, sipce been expansion of the MAA program. Additional
States are now taking part and the monthly caseload has increased in a number
of States which were earlier participants.
Department of Health, Education, and Welfare (HEW) records are tallied for
54 Jurisdictions-50 States and the District of Columbia, Guam, Puerto Rico,
and the Virgin Islands. A year ago HEW officially listed 27 jurisdictions with
MAA programs in effect. As of early this month, the number had increased to
32 with 8 more States needing but one or two final steps to get the HEW formal
classification of "programs in effect."
These are the 32 Jurisdictions with that formal classification: Alabama,
Arkansas, California, Connecticut, District of Columbia, Florida, Guam, Hawaii,
Idaho, Illinois, Kentucky, Louisiana, Maine, Maryland, Massachusetts, Michigan,
New Hampshire, New Jersey, New York, North Dakota, Oklahoma, Oregon,
Pennsylvania, Puerto Rico, South Carolina, Tennessee, Utah, Vermont, Virgin
Islands, Washington, West Virginia, and Wyoming.
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The status of the additional eight close to participation early this month
was: South Dakota had submitted its MAA plan to HEW and intended to
begin the program as soon as HEW approval was received. Iowa was drafting
a plan. Five States had enacted the necessary legislation to take part in MAA
but had not yet submitted plans to HEW. Nebraska is one. North Carolina is
another, with July 1, 1963, having been set as the starting date. The other three
are Kansas, with a scheduled starting date of January 1, 19064; Minnesota, planning to make the program effective July 1, 1964; and Virginia, with an effective
date of January 1, 1964. One more State, Missouri, had approval from its
legislature and was awaiting its Governor's action.
Monthly figures are complied on the program. The latest available are for
May 1963, which we can compare with similar tallies for May 1962-the latter
being the figures reported to the house of delegates last year.
For May 1963, per the HEW figures, the national total of MAA recipients was
129,468 In 29 Jurisdictions. A year earlier, the MAA recipients for the month
totaled 102,378 in 26 jurisdictions. In other words, the May 1963 caseload was
27,000 higher than 1 year earlier with 3 jurisdictions added. But only a very
minor share of the Increase came from the three additional jurisdictions. They
are the District of Columbia, Guam, and Vermont; and, for the 3 of them,
HEW tallies show a total of 187 recipients in May 1963.
Payments for May 1963 under MAA are given as $28,370,612 which was
an Increase of more than $5
million above the May 1962 total of $23,220,666.
For May 1963 the average payment per recipient was $222.99, as compared to
$226.81, 1 year earlier. It is interesting to note here that while both the total
monthly payment and the caseload Increased in the year between May 1962 and
May 1963, the average national monthly payment decreased by nearly $4 per
Individual.
At the present time, we cannot make any significant comparisons of health care
benefits to the aged under OAA with those under MAA. Current OAA statistics
are for all benefits to the aged under public assistance-that is, food, shelter, and
other aid as well as medical care, with vu breakdown as to the number of Individuals receiving only medical care. However, on a dollar basis as computed
for the calendar year 1962, approximately 20 percent of total OAA payments was
for vendor payments for medical care.
This percentage can be applied to May 1963 total OAA payments to give
an estimate of how much OAA money is going Into medical care. The total
OAA payments in May 1963 were $171,551,811. It can therefore be estimated
that about $34.3 million of this total was for medical care for OAA recipients last
May. This Pgure compares with the nearly $29 million reported for the same
month for MAA recipients.
HEW has how started collecting data from the States to give specific details
on recipients and type of medical care uiider OAA as well as MAA. The initial
figures will cover fiscal year 1962. Meanwhile, we should consider a frequently
asked question on MAA's effectiveness. It is whether accomplishments attributed to MAA are primarily due to transfers of former OAA beneficiaries into the
newer program for tb medically indigent aged.
HEW's latest statistics on transfers into MAA from other public assistance
programs for the aged-including, for example, aid to the blind and permanently disabled, but primarily from OAA-are through September 1962. They
tally total shifts from the start of MAA in October 1960. The transfers are
recorded at 81,423. For the same 2-year period, MAA recipients other than
transfers are totaled at 265,424. Percentagewise, therefore, the transfers were
about 23 percent of MAA recipients through September 1962.
The bulk of transfers were In MAA programs in three States. They were:
Massachusetts, which Initiated MAA in October 1960, 22,553; New York, which
started MAA in April 1901, 28,677; and California, an MAA participant as of
December 1961, 17,972. Connecticut, about which there was considerable discussion in this House last year, had 4,346 transfers.
There Is also a point as to whether the transfers Into MAA on a national
basis have continued In proportion to the 81,423 recorded as of last fall. HEW
reports in the negative. The number of transfers since last fall have been
nowhere near the earlier rate, according to HEW estimates. The explanation
is that the transfers primarily take place at the time the MAA program is
started and the majority of the large population States were already MAA
participants by last fall.
MAA benefits vary, of course, in each State. This is reflected in the HEW
statistics on monthly payments and caseloads. In May 1963, for example, there
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was this range among the 50 States: New York had the highest total payments,
$11,492,721 and the largest number of recipients, 33,491. Its average payment
per recipient for the month was $343.16. On the other hand, Illinois had the
highest average payment in May 1963, $445.44, but its MAA recipients for the
month totaled only 904 and payments added to $402,682.
At the other end of the scale, the State with the least number of recipients
in May 1963 was Vermont with 74. Payments for the month totaled $28,685
making an average per individual of $387.64. The lowest average per recipient
in May 1963 was Kentucky's $26.33. However, Its caseload for the month was
6,471 with payments amounting to $170,388.
These statistical variations make it clear that the Kerr-Mills program cannot
be judged intelligently on a national basis. The MAA operations, particularly,
must be studied on a State-to-State basis. There are each State's eligibility
requirements to be considered as well as the benefits provided. Also, several
States have themselves made revisions in their MAA plans subsequent to adopting
the program.
Of all the Kerr-Mills programs in effect this summer, HEW classified only
four as having a comprehensive plan: Hawaii, Massachusetts, New York, and
North Dakota. A comprehensive plan is one defined as offering five kinds of
major services with no significant limitations on conditions. The five major
services are hospital care, nursing home care, practitioner's services, dental
care, and drugs. Even within the comprehensive plan category, time and payment limits on care and services may vary in different States. What are described as "significant limitations on conditions" cover such requirements as
the one existing in a number of noncomprehensive plan States that the illness
be classified as life endangering.
On a national basis, the single largest sum for health care services under MAA
has been paid for inpatient hospital care. The latest full-year figures supplied by
HEW cover the calendar year which ended December 31, 1962. Total vendor
payments for MAA for that year were $250,862,000. Of this sum, $121,057,000,
48.3 percent, was for inpatient hospital care. Nursing home care was next,
$117,343,000 or 46.8 percent.
An interesting comparison can be made with vendor payments under OAA
during calendar year 1962. The total was $383,146,000 of which 35.3 percent
($135,373,000) was for inpatient hospital care (compared to 48.3 percent MAA).
OAA nursing home care payments accounted for 33 percent ($120,398,000) in contrast to 46.8 percent MAA.
Other items tallied for 1962 included physicians' services and prescribed drugs.
Under OAA they were $47,301,000 and $47,021,000, respectively-each of which
was 12.3 percent of the year's total vendor medical care payments for public
assistance to the aged. Under MAA, the payments for physicians' services
amounted to $5,452,000 and for prescribed drugs, $5,122,000--which were 2.2
percent and 2 percent respectively of the total 1962 MAA vendor payments.
What percentage of the Nation's aged is receiving MAA benefits Is another
question frequently asked to evaluate the program's effectiveness. The latest
figures on this from HEW are for the month of December 1962. They show that
at that time there were benefits under MAA for 10.7 per thousand people 65 and
over in the 28 jurisdictions then covered by the program. This was about 1 percent of the aged in those areas.
A significant factor in increasing caseloads is the relaxing of eligibility requirements, which, of course, is primarily a matter for the individual States. HEW
tallies for the first 2 years of the program show that roughly 20 percent of those
who applied in their States as medically indigent were turned down as not meeting eligibility specifications. There were about 81,500 such refusals as of September 1962 at which time MAA had a 2-year cumulative recipients total of about
347,000 including the 81,423 transfers from other public assistance programs
which I mentioned earlier in this report.
It is expected that the number of State MAA plans will increase. Wisconsin
early this month had legislation pending to authorize adoption of an MAA plan
there. The Georgia Legislature approved the needed legislation in 1901 but no
funds are available. New Mexico has legal authority to take part in the program but a 1963 appropriation request was denied. Nevada enacted the necessary
legislation this year but did not vote tax funds to put MAA into operation.
Ten States need enabling legislation. One is Indiana, where the Governor
vetoed a bill passed by the legislature. Texas needs a favorable popular vote on a
resolution for a constitutional amendment passed by its legislature, which would
have to be followed by enabling legislation. The other eight States requiring
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legislative authority are: Alaska, Arizona, Colorado, Delaware, Mississippi, Montana, Ohio, and Rhode Island.
Last year question was raised in the discussions before this House as to the
adequacy of the facts and figures which were made available. Serious question
was raised as to the overall picture which was being presented on the basis
of the available figures. Our committee discussed this matter at length with the
representatives of the Federal Government and expressed a strong hope that
additional and more specific figures might be obtained. Although the Department
of Health, Education, and Welfare agreed to check the matter carefully, the
information given to you here is as complete as it is possible for us to obtain.
Looking forward to future reports to this House of the Kerr-Mills program, we
know that IIMW is making progress in collecting data from the States, with the
initial statistics for fiscal year 1962 to be the basis for continuing similar reports.
Consequently, we hope to give you more complete Kerr-Mills data next year.
2. Further program development
The American Hospital Association has, as you know, made every effort to
assist in the full development of the Kerr-Mills program. Tile progress that has
been made has been reported to the house of delegates at its meetings in the past.
At its special meeting in January 1962 tile house of delegates reaffirmned "tile
crucial need to continue vigorous efforts to foster realistic and equitable programs
in every State for the adequate health protection of the indigent and medically
indigent."
The committee, of which I am at present chairman, was established in order
to enable tile association to work closely with the Department of Health, Education, and Welfare. There has continued to be a fine interchange of information
and discussion of I)roblems between the individuals responsible for administering
the Kerr-Mills program within tile Federal Government and the representatives
of the association. Last year, it was reported to you that a series of regional
meetings were planned so that representatives of hospitals and the State agencies operating tile programs might be brought together under tile auspices of the
American Hospital Association and the Department of Health, Education, and
Welfare for a thorough discussion of problems which might exist and for an
exchange of information to lead toward the strengthening of State programs.
Due to a number of factors, this effort was delayed. However, the first regional conference was held in Denver, Colo., on March 21, 1963, and six States
participated. Representatives of the American Hospital Association and tile
Department of Health, Education, and Welfare, representatives of hospitals within the States, representatives of Blue Cross plans, and representatives of the
State agencies administering the programs within the States participated. It
was felt to have been highly beneficial for tie groups to exchange information
as they did. We hope it will lead toward improved programing within the
States.
Certainly, there was evidence of the value of opening up new corridors for
discussion between the various groups involved at the State level.
The following major points were elucidated in this conference:
1. How can the caseload in a state be estimated?
2. How can the benefit structure be determined?
3. How and by whom should programs be administerd-the Blues, other?
4. How should rates of payment for hospital care be determined?
5. Methods of publicity and communications.
6. Control of utilization.
7. Control of quality of hospital care.
8. The problem of rising cost of hospital care.
An attempt was made to proceed with conferences in two other sections of the
country. Unfortunately this was not successful. On June 5, 1963, the committee reviewed the program with the Department of Health, Education, and Welfare In Washington; and it was jointly agreed that the initial conference was of
value, and that we should proceed with additional regional meetings. It was
further agreed that the details for conferences which should cover tile entire
country would be worked out by tile staffs of the association and HEW in the fall
of this year so that the meetings could be held In the latter part of this year or as
early as possible next year.
It has been abundantly clear In all of our discussions that adeq'vlcy of reimbursement to hospitals for services rendered was a most critical aspect of the
program. For government agencies and others to herald the development of
Kerr-Mills program to meet the needs of aged persons if it means increasing
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the load of patients hospitalized and the financial burden upon hospitals b,
cause of inadequate payment is rather a mockery. Our committee was please
Indeed, to find the representatives of the Federal agency entirely responsive an
understanding of the absolute need for the hospitals to be adequately reimbursed
It is important that we keep in mind, therefore, that Inadequate reimbursemen'
of hospitals Is not a result of any intention or requirement on the part of th,
Federal Government lut Is totally a result of State government action.
We have been particularly hopeful that the State programs might be administered by the milue Cross plans, and we are pleased indeed to see the progress
being made In this direction. It was because of this particular Interest tha"
Blue Cross representatives were invited to participate in the Colorado conference. It Is especially noteworthy, I think, that the State of New Jersey has embarked on a program of underwriting of aged beneficiaries of the Kerr-Mills
program in the local Blue Cross plan. Although administration of the program
by Blue Cross is a fact in several States and being considered in others, the development in New Jersey which makes the participants regular members of the
Blue Cross plan is especially noteworthy.
In the overall, progress is being made In the development of the Kerr-Mills
program even though the benefits are somewhat limited and eligibility require.
ments restrictive in some States. There is a need to continue to follow the progress carefully and to move toward continued improvement. The basic impetus,
of course, for significant expansion and betterment of the Kerr-Mills program
must come from the State level.
U.S. SENATE,
Wash fngton, D.C. August 18, 196,.
Hon. HARRY FTooD BYRD,

U.S. Senate, Washington,D.C.
DEAR SENATOR BYRD: This letter is to urge the Finance Committee to consider
S. 225. which I introduced last year as an amendment to H.R. 11865, when the
committee prepares its version of the amendments to the Social Security Act
for 1904.
This bill would lower from 72 to 68 the age at which old-age and survivors
Insurance benefits are payable regardless of earnings and would increase from
$1,200 to $2.400 the exempt amount of earnings that a beneficiary may earn
In a year and still get all of his social security benefits. It would also raise
from $100 to $200 the monthly measure of retirement-the amount that a beneflciary not engaged in self-employment can earn for a given month without losing
benefits for the month regardless of the amount of his annual earnings. One
dollar in benefits would be withheld for each $1 of earnings above $2,400.
The retirement test provisions operate to discourage our older citizens working as much as they can and would like to and, therefore, keeps them from making
a contribution to production and to the national economy and from bettering their
own situations. I submit that this very modest increase in the outside earning
limitation is necessary to compensate for the reduced purchasing power suffered
by our elder citizens through the devaluation of the American dollar which has
occurred since the adoption of the Social Security Act in 1935. Many of our elder
citizens now receiving benefits under the social security program began contributing to this retirement plan when the American dollar had a valuation of 100
cents. That valuation has now diminished to approximately 47 cents, and it
seems to me that good faith obligates Congress to increase the outside earning
limitation to a level which will realistically compensate our elder citizens
for the shrinking value of the dollar.
I sincerely hope that the Senate Finance Committee will give this matter their
serious attention in considering amendments to H.R. 11805 and amendments
to the Social Security Act.
With best wishes, I am
Cordially yours,
KArL H. MUNDr, U.S. Senator.
STATEMENT OF SENATOR WINSTON I. PROUTY, REPUBLICAN, OF VERMONT, BEFORE THI
SENATE FINANCE COMMITTEE, AUGUST 14,1964

Mr. Chairman, the number of older Americans In our land Is on the rise.
In the early years of the 20th century, older America represented only 3 million
people, or 4 percent of our population. It grew to 12.3 million, or 8 percent of
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our people within the first half of this century; it is projected by the Social
Security Administration that the advances in science and technology will further
extend the average lifespan so that by the year 2000 nearly one-third of our
entire population will be age 65 or over.
These men and women, who gave so much of their lives to making America
a better place to live, are not mere statistics. No numbers can tell their story;
no computers Share their sorrows. They are our parents, brothers, sisters,
and friends. When we look to their needs let us keep the people in mind-not
merely their mathematical representation.
My mall reflects a constant, gnawing problem. Our older people are asked to
exist on woefully inadequate incomes.
Let us take a look at how deceptively statistics treat their problem. In 1950
there were 12.3 million Americans age 05 and over with a total income of about $15
billion; in 1901 there were 17 million older citizens with a total Income of
$35 billion. In other words, while the population of older America had increased
by 40 percent, its cumulative income had jumped by more than 130 percent.
But over the same period our dollar had diminished in purchasing power by 20
percent, and many of our older citizens moved to urban areas where the cost
of living is higher, but where needed medical facilities are located. Then, too,
a substantial part of the increased income went to a relatively small group of
well-to-do people. Over 200,000 older American, I out of 85, had incomes of
$20,000 or more, and over 50,000 had incomes of $50,000 or more in 1961.
Looking more closely at this apparently beneficial rise in the income of older
people we see that In 1950 about half of all incomes of older people was from
earnings. In 1961 less than one-third of the total came from earnings. While
income shot from $15 to $35 billion, earnings had Increased from only $7.5 to $10
billion.
Of the $17.5 billion increase in incomes other than earnings, almost one-third
came from private pensions, life insurance, income from savings and investments and other private sources. More than two-thirds came from Government
programs. Of that $12 billion nearly $9 billion came from social security.
Yet, above the cloud of these statistics, the picture Is still not very bright.
The average older couple has an income of only $2,530 per year, or half that of
an average young couple. And even they are better off than single older citizens.
The average older person living alone has an income of only $1,055.
Put this income next to what it takes to live modestly and comfortably. The
Bureau of Labor Statistics notes that in an average city an average couple
needs a minimum of $3,010 a year for a modest but adequate existence. Such a
$500 gap between income and needs looms very large indeed.
What is our goal-what are our objectives? We cannot ignore these crying
needs.
Are we to stand idly by and chide our elderly for not putting more aside
while they were young? You cannot put aside what you have never had or what
you have lost to illness or despair.
Are we to create a national dole with fixed income for all Americans regardless of their contributions to society and the future? That is not our way
of doing business.
Or are we to provide a dignified level of existence for all our older people
through a partnership of sharing? We can and we must make that effort.
The social security system is the foundation of such a partnership. Based
on the theory that workers and employers can, through a program of contributions, create a public "retirement and disability fund," the system attempts
to provide Income continuation during a participant's lean years. But it is not
a complete and useful partnership when it declines participation to those in great
need.
As of the beginning of 1964, 82 percent of our men and women aged 65 or over
were receiving benefits or would have been able to draw them if they or their
spouses had not been working. Of the people turning 65 this year, 91 percent
are eligible fot benefits under the program.
But there still remain a.number of our senior citizens for whom no hope of
relief avails. There are those who commenced contributions to the program but
who for any number of reasons could not obtain the necessary quarters of
coverage. Perhaps they were disabled prior to becoming "insured"; perhaps
their occupation was not covered until it was too late for them to get coverage;
perhaps through some malfunction of the system they were never entered on
the rolls.
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I cannot predict the scope of errors and omissions under this law. I do,
however, know that there are a number of older people without social security
benefits or any private assistance who are in dire need of help.
If we are to have a true social Insurance system, then we cannot permit large
numbers of our old people to suffer the consequences of legislative and administrative omissions. Therefore, Mr. Chairman, I shall introduce an amendment
to H.R. 11865 which would "blanket In" coverage for all those 70 years of age
and over who do not presently receive social security.
Within Vermont alone there are 2,500 people 70 years of age or over who are
on public assistance but who are not eligible to receive social security retirement
pensions. Their plight is serious. They receive not so much as $1 of the $9.3
billion distributed nationally under the social security old-age provisions in
1963. They received not $1 of the $23 million distributed under the old-age
provisions in Vermont in 1963. Why? Maybe they made some contributions
to the system, but not enough to acquire coverage; perhaps they worked in a
field not covered by the program. Perhaps they retired before eligibility. But,
whatever the cause, the facts are cold and hard-they are now too old to work,
contribute to the system, and receive its benefits. They live from (lay to day
without the benefit of our farthest reaching national program to aid people in
their situation.
Mr. Chairman, I have great difficulty trying to tell these people America has
not forgotten them. I have great difficulty trying to explain why the law does
not provide for them. I have even greater difficulty understanding this patent
omission myself.
My amendment would recognize, plainly and simply, that America owes these
people something better than poverty and despair. It owes them its thanks and
its gratitude for being a part of one of our most creative generations. It owes
them its recognition of their lost loved ones and friends in the two Worl' Wars
spanning their life. And, it owes them a promise of hope In their twilight
years-the promise that they will live free from want, the beneficiaries of a new
national awareness.
I do not propose that the present, system bear the entire burden of costs.
While the contributors to the various trust funds would no doubt be willing to
absorb all necessary additional expenses, I propose to remove that weighty
choice; I offer instead a plan to finance this expanded coverage out of general
revenues. In that way, all of us could join in this tribute to older America.
But, even if this amendment Is adopted, we have not met our obligations
head-to-head. Assuming all those age 70 and above who are not now eligible
for social security were "blanketed-in" for coverage at the minimum benefit
level could we honestly say that they were removed from the threat of poverty?
At the present time the minimum benefit level Is $40 per month. It doesn't
represent much purchasing power in terms of current prices. The average
monthly benefit under the old-age provisions of social security is close to $75,
but benefit recipients In the lower benefit categories will take little comfort
from that fact.
Our whole lower bracket benefit scale is out of tune with reality. Indeed, all
benefit levels fail to reflect the elevation of the cost of living over the period
since the last adjustment In benefits, but the disparity is most noticeable in the
lower brackets where poverty has the greatest inroads.
To partially remedy this unfortunate situation, and to give meaning to my
previous amendment, I offer for your consideration a proposal to revise all
benefit levels upward. My plan would mean a 10-percent benefit rise for the
lowest benefit level with roughly a 5.5-percent rise at the highest levels. The
intermediate levels would he proportionately scaled.
In almost every Instant this proposal results in a benefit rise In excess of
that provided for by the bill which passed the House of Representatives, both
in the Individual benefits and the maximum family amounts. However, since the
greatest Increases are at the lower dollar amounts, the additions to the cost
of the program are minimized, while more meaningful benefits levels are provided.
I am sorry that the social security system is not In a better financial condition-able to absorb a full transition to a meaningful standard of benefits.
But, within the actuarial confines, I feel that my proposal offers a significant
addition to meeting the everall objectives of this long-range, far-reaching social
Insurance program.
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Without these amendments, the social security system will never meet its
fundamental aim of providing a basic floor against want. But, even if these
amendments carry, there are further inequalities to abolish.
For example, as is true in so many of our laws, we take away with one hand
what we have just given with the other.
Take the case of one of my constituents. At age 85 he is still running his
farm, although he Is not in good health. His net farm earnings are quite small.
He receives social security payments of $52.20 per month, while his wife receives
$18 per month. Last year they paid social security contributions of over $60
based on their farm income. The effect of this transaction was really to require
them to pay back most of one month's social security benefits.
Now their farm Income was on the order of $1,800. Their total social security
receipts were $842.40. They paid no income tax because of their deductions
and exemptions. Their total income then was $2,642.40, or some $400 below
what some have concluded to be the minimum level of income for an elderly
couple as protection against contingent needs. And from that submarginal
amount the Federal Government takes a social security contribution of some
$60 from an 85-year-old man and his 70-year-old wife to finance his or her
retirement, disability or death.
Clearly, here is a point when the philosophy of compulsory social security
crashes against the rocks of reason. When the program was Initiated, contribution was made mandatory so that those Imprudent enough to elect not to be
covered while young would not be unfinanced wards of the state while old. But
this reason surely will not justify or support the taking of needed living expenses from people in their situation of life. There is a point when this paltry
$60 per year represents a form of self-insurance against Immediate want.
Mr. Chairman, I shall therefore introduce an amendment which permits a
fully insured person, age 65 or over, to choose whether or not his subsequent
earnings should be taxed for social security purposes and taken Into consideration
for recomputations of benefits. Surely, it makes little sense to ask these people
to "put something away for a rainy day."
At a time when we are concerned, not only with providing a floor against want
for our older citizens, but also attempting to preserve their dignity, it seems
incredulous to me that our program penalizes those who desire to work in their
later years. Now, of course, to be consonant with its role as a floor of protection,
the social security program must not finance the whims and caprices of the elderly
of means. But, at the same time, it seems to make little sense to tell an employed
person over 65 that he must limit his earnings to $1,200 per year if he hopes
to receive the full benefits to which lie is otherwise entitled.
Take the situation of a person receiving the minimum monthly benefit of $40
under existing law. Suppose his yearly income from earnings Is $1,200; his
total income Is $1,680 ($40 times 12 plus $1,200). Now, under present law he is
told that If he earns over $1,200 per year his benefits will be reduced. What we
are saying then, to this man, Is that the Congress deems $1,680 per year to be
a livable income, any excess above which must come at the expense of his right
to collect full social security benefits. Mr. Chairman, the cost of living has
Increased some 121 percent since benefits first became payable in 1940. The
average weekly earnings of production workers In manufacturing has increased
32 percent since the $1,200 earning limitation was imposed in 1954. Over the
same period the cost of living index has risen some 14 percent. The time has come
to take another look at this problem.
I have long supported proposals raising the earnings limitations. As long as
our senior citizens are restricted to $1,200 per year outside earnings, I think
we are defeating our purpose. We do not permit them to have a meaningful
standard of living with or without social security. They are damned if they
work full time and damned if they don't. Yet, over the years these people have
made their contributions into the social security system. Look at their situation.
John D. X retires from his executive position at age 65 because of company
retirement rules. He was granted stock options while employed which he
timely executed. He has an Income of $5,000 per month from dividends, with
a maximum social security benefit of $114 per month under existing law. His
social security benefit will buy one weekend's gas for his yacht.
John D. Y has worked all his life as a printer. At age 65 he elects seniretirement and commences receiving his social security benefits. However, he
continues working 20 hours a week rather than sit home clipping coupons. If
his earnings exceed $1,700 per year he will lose all his social security benefits.
But his counterpart, John D. X has $5,114 income per month and suffers no
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diminution in his social security. It is only when John D. Y reaches age 72 that
he can earn in excess of $1,700 without losing his social security. In the meantime, however, John D. X has amassed 60 months of income at a monthly rate
three times that of John D. Y's annual income without losing a single penny
of social security.
Mr. Chairman, clearly something is amiss. First of all, the annual earnings
limitation should be liberalized; secondly, the age after which earnings may be
unlimited without an effect on social security payments should be reduced;
finally, some review should be made of the role played by passive income In the
overall income limitations. I cannot think that the framers of the original
Social Security Act meant for social security to be paid to those who have large
dividend or interest incomes and not to those who choose to or have to keep
working for a living.
Finally, Mr. Chairman, something In the House debate on this measure disturbed me. As the bill now stands, veterans receiving benefits under certain
veterans' pensions stand a chance of losing that pension if the additional benefits
provided for by this bill put them over a certain income limit.
This provision is equally as senseless as the provision which requires a loss of
social security benefits for certain earnings In excess of $1,200 per year. For
a $1 increase in social security a veteran could theoretically lose all of a much
valued veteran's pension.
. Therefore, I shall Introduce an amendment to the House bill which would
prohibit the inclusion of the Increases in benefits provided by the bill from being
taken Into consideration in the computation of income limitations for veterans'
pensions. The amendment further recognizes that this is a stopgap effort and
directs the Administrator of Veterans' Affairs to study this problem and make.
recommendations for permanent legislation to the Congress no later than June
80, 1005.
Mr. Chairman, I realize the pressure of adjournment are great. But, measures
of this importance cannot easily be put aside. I hope that you will find time
before the close of this session to have the Committee on Finance give careful
consideration to these proposals.
STATEMEN.'? OF THE AMERICAN COLLEGE OF RADIOLOGY RE AMENDMENTS 1163 AND

1178

TO

H.R. 11865

The members of the American College of Radiology appreciate the opportunity
to submit this statement in regard to amendments 1163 and 1178 to H.R. 11865.
Members of the American College of Radiology are 6,000 doctors of medicine in
the United States who specialize in the use of X-rays and radioactive substance
In the diagnosis and treatment of disease and injury.
We are opposed to enactment of either of these amendments, or any other
legislation that defines the medical specialty of radiology as a part of services
properly rendered by or through hospitals. We are further opposed to legislation that establishes sickness benefits as a part of the social security system
to be financed by social security taxation.
We specifically oppose these amendments because:
(1) Enactment of either will adversely affect the care physicians are able
to render all patients now, and will gradually destroy the medical specialty
of radiology.
(2) Enactment is not necessary and is for many reasons positively undesirable.
If we believed that adoption of either of these amendments would Improve
medical care, we would support one, or both.
THE PRACTICE OF RADIOLOGY

We have stated that enactment of this proposed legislation will gradually
destroy radiology. We will review what radiology is and why we believe as we
do.
Training
After completing a 4-year course in medical school and 1 year of Internship, a
physician is eligible to undertake from 3 to 4 years of additional, concentrated
training in a teaching institution in the use of X-rays and radioactive substances
in medical diagnosis and treatment. After such training he is eligible to be
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examined by the American Board of Radiology, a group of selected, senior specialists in radiology. Approximately three out of four candidates are successful
the first time they are examined. Those who do pass are then recognized as
radiologists.
But this is only a beginning. To retain abilities, to keep abreast of new developments and to continue to perform radiologlc services at a high level of competence, requires two things. First, and foremost, it requires full time application of skills and knowledge to the practice of radiology. Second, it requires
a lifetime of continuous study.
From 85 to 90 percent of radiological practice involves making diagnoses based
upon radiological examination of patients; from 10 to 15 percent involves treatIng pattepts with 4iseasea-princlpally cancer.
Radiation therapy
Radiation is probably the moet used modality in cancer therapy. ApproxlImately 70 percent of all patients with cancer are treated by radiologists. There
.are other diseases and conditions in which radiation is the treatment of choice.
In treating with radiation, adequate equipment is desirable and necessary, but
the apparatus is far less important than the competence of the physician using
it. The radiologist must decide whether, how and when to treat each individual
patient who is referred. The patient's age, sex, physical condition, psychologic
state, family situation and the like all have a bearing on the medical decisions
,that must be made. This is the so-called art of medicine and it has tremendous
bearing on whether and how a patient reacts to treatment.
Diagnostioradiology
There is no system of the body that radiologists are not now examining with
X-rays and radioisotopes. Diagnostic radiology is the single most important
adjunct in the development of modern medical diagnosis. It cuts across all
fields of medicine. Radiologists consult with all other physicians.
With refinements of the familiar chest X-ray, we can now identify and differentiate chest conditions: cancer, pneumonia, emphysema, etc., with greater
accuracy than in the past., With variations in the common gastrointestinal
examination, we now recognize new indications of disease, anomaly and injury.
With neurologic and vascular studies, we are now able to predict strokes and
recommend prophylactic surgery. Our examinations of the kidney and other
-organs now allow patients to avoid exploratory surgery that was at one time
routine. With cardiovascular studies we can now anticipate heart failure and
recommend how to avoid it. With techniques combining fluoroscopy, television,
and motion pictures, we can now study and restudy complex problems.
It is to be emphasized that this composite .of improvements in old and
familiar examinations, plus new knowledge, belongs to mien-not machines. An
estimated $650 million is invested in equipment in radiologic installations used
by radiologists in medical practice. This investment is all but valueless without
radiologists who can medically Interpret the data these instdlations will allow
trained people to produce.
Radiation protection
Finally, in the essential field of radiation safety and protection, involving as
it does the present and future interests of all living matter, radiologists occupy
*a vital position. Better and safer use of ionizing radiation in agricultural,
astrophysical, biological, commercial, and military fields requires medical radiological guidance. Radiologists are the group of physicians whose training and
experience enable them to provide such guidance. It is a fact that radiologists
have supplied leadership in radiation protection in the United States for over
40 years (via the National Committee on ]Radiation Protection and Measurements) and have staffed the International Commission on Units and Protection
since the 1920's.
EFFECTS OF ENACTMENT ON RADIOLOGY

This has been of necessity an immodest presentation of what is involved in
the practice of radiology insofar as patients and the public are concerned. We
have had to make such a statement because both amendments under consideration purport to provide social security beneficiaries with hospital benefits, but in
so doing include the medical specialty of radiology. The services of other
physicians are specifically excluded from these amendments. Under these proposals only a hospital can be designated as a "provider of services" and yet both
proposals cover the services we provide patients in the practice of medicine.
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The present
The proposed legislation would, we believe, swamp many hospitals with
neglected and mildly Infirm people over 65; the seriously iII of any age would
often find it difficult to obtain a bed. It Is reported that in Great Britain and
New Zealand, patients who are entitled to beds aften wait 6 months to obtain
such.
As an example, in Saskatchewan, approximately 95 percent of the population
Is covered by a compulsory tax-supported Government plan. In Indiana a large
proportion of the population Is covered by voluntary hospitalization insurance.
For those 65 and over, the Saskatchewan hospital admission rate per thousand
Is reported as 173 percent of the Indiana rate.
Our colleagues in Canada tell us that nonemergency outpatients have had to be
refused radiologic examination in Canadian hospitals In order that adequate
examination be available to inpatients.
The quality of medical services Included In the proposed amendments will
unavoidably drop. Departments of radiology In hospitals will be crowded with
senior citizens requesting examinations. It Is a fact of radiologie practice that
demand for X-rays almost always exceeds need. If these radiologic examinations
are "free" (as in VA hospitals), the utilization greatly exceeds the actual need.
There are approximately 6,500 radiologists In active practice in the United
States today. This is approximately 1 radiologist for each 30,000 patients.
These men are all busy-many of them overly busy. As the complexity of examinations has Increased, so has the need for a greater number of radiologist
to take care of the same volume of practice. Our considerable current efforts
in regard to recruitment of physicians into radiological practice are discussed
later, but we here assure you that any substantial increase in the volume of
radiologic examinations requested will unquestionably and immediately result
in a loss of quality of service. It is axiomatic in the practice of medicine that
volume is the enemy of quality.
The fu ture
Under the discriminatory provisions of the proposed amendments, radiology,
as a medical specialty, will not be able to recruit young physicians. Domination
of radiologists by hospitals is Inherent in these measures. Under these amendments hospitals would provide our services to patients under contract with the
Federal Government. If we become captives of such a scheme, we will not be
able to compete for bright young men.
If we cannot attract young physicians Into the specialty of radiology, there
will be a gradual attrition in numbers-and in quality too-which would seem
to assure the demise of this medical specialty. This will adversely affect time
services that all physicians are able to render patients.
We already encounter recruitment difficulties which we believe are based
upon : (1) The attack
on tile professional independence of radiologists
by the
organized hospital world; and
(2) The threat to radiology posed by the amendments under consideration and similar legislation that has been proposed annually for many years.
In 1962, among 24 specialties listed as offering residency training programs
by the American Medical Association, radiology ranked 16th in percentage of
residencies filled. In 1963, a year later, among 23 specialties so listed, radiology
ranked 17th. Of those ranking below radiology In both years, three-pathology,
physical medicine and anesthesiology-are also included as a part of hospitalization In the proposed amendments.
We are trying to eliminate the recruitment difficulty in several ways. We believe that we are gradually escaping from hospital domination of the practice
of radiology. In this connection, the trend in radiologist-hospital practice arrangements has been away from salaried employment. In 1939, 37 percent of
radiologists practicing in hospitals were on a salary; by 1947 the percentage had
dropped to 32 percent; and in 1960 and 1961, the percentage had dropped to 11
percent. In addition, twice as many radiologists now present bills to patients
for their services than was true 6 years ago.
We are currently working on a series of filns with which to teach medical
students, radiologle technologists, and others anatomy and physiology. The
principal purpose of these films is to make a positive contribution to medical
education, but we hope that they will also tend to excite the interest of medical
students In our specialty and that some of these men will then enter radiological
training.

SOCIAL SECURITY; MEDICAL CARE FOR AGED
From 50 to 60 percent of radiologists are associated with full- or part-time office practice outside the hospital. Some 25 to 35 percent of patients referred
to private office radiologists are 65 years of age or older. Many of these omees
vill close if these patients can obtain "free" radiological service in a hospital.
Lacking the possibility of office practice, decreasing numbers of physicians will
enter radiology.
The basic problem is that most physicians desire to be free, not employees of
hospitals or of the Federal Government. This being true, any medical specialty
that is singled out as radiology is in this proposed legislation is disadvantaged
insofar as the broad spectrum of medical practice Is concerned. That specialty
cannot compete for physicians and that specialty will ultimately wither.
GENERAL CONSIDERATIONS

Members of the American College of Radiology would oppose enactment of
the proposed amendments even If they were not subjected to special discrimination in the terms of the amendments.
We believe that a definite minority of people over 05 need to have the Federal
Government provide hospitalization and medical care benefits to them. It is
certain that though there is a substantially larger aged population today than
there was in 1952, currently a much larger proportion of the elderly have protection against health care costs under private health insurance or through one
of several current Government programs. There were an estimated 8.5 million
persons over 65 without such protection in 1952 and this had been reduced to
1.4 million in 1962.
A study by the Health Insurance Institute indicates that, "four out of every
five employees * * * have the right to retain their health insurance protection
upon retirement, either by conversion to an individual policy or by continuation
under a group policy."
All studies indicate that the incomes of aged families have been rising substantially because people now becoming 65 have worked regularly at rising wage
levels during the years preceding retirement.
We believe that it would be unwise to seek to solve a declining problem by
adoption of a program that would go on in perpetuity.
As we understand It, social security was inaugurated to replace income the
individuals no longer earned because of disability or retirement from the work
force. The programs proposed under these amendments are not replacement of
income, or even cash, but provision of medical and hospital benefits. Unlike
other social security benefits, there is no "work test" under which benefits are
withheld until the Individual retires from the work force. Further, the proposed
program deviates from the concept that benefits should be wage related so as
to mesh the social security system with the American free enterprise concept.
In 1958 the AFL-CIO testifying before the House of Representatives Committee
on Ways and Means stated: "We think that it is highly important that this wagerelated approach be maintained in our whole social security system." We agree.
In the past the AFL-CIO opposed elimination of the requirement that Income
be lost before social security benefits be awarded because such elimination would
"go counter to the basic purpose of the system which Is to replace a part of
earned income lost on retirement." We agree.
It is implicit in the philosophy of these amendments that the authors believe
that persons upon attaining the age of 65 are no longer capable to manage their
own affairs. What is proposed Is not provision of additional income to oe used
as an Individual may choose, but rather the provision of benefits that implicitly
the individual is not wise enough to obtain for himself. In testimony before
the Ilouse of Representatives Committee on Ways and Means one of the principal
administration proponents of this sort of legislation admitted not trusting the
aged to make intelligent decisions on their own behalf.
We are not experts in Federal finance, but we believe that the cost of providing
this system has been underestimated and we are aware that social security taxes
are scheduled to go up 1 percent in 1966 and another 1 percent in 1968. Further,
the wage base is being raised in the principal bill. We are mindful of the needs
of the elderly, but we believe that consideration should also be given to the
remainder of the population who are raising families and to whom social security
taxes are already a significant item in the budget. It seems very strange to us
to decrease personal income taxes as has been recently done only to take away
any benefits bestowed by such tax cut by raising social security taxes.
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Finally, we believe that a positive pi-ogram to provide medical care and hos.
pitalization to persons over 65 who need help is in being and is capable of providing the benefits needed. We support this program which consists of-.
(1) Medical care and hospitalization for all Americans under voluntary
insurance, or prepayment programs.
(2) Improvement in local and State programs for the medically indigent,
aided when necessary with Federal support via legislation such as the Kerr.
Mills bill.
(3) Analysis of operation of voluntary Insurance, or prepayment programs, so as to make such more efficient and more useful. (To this end,
the college financed a study of hospital and health ilzsurance operations
in Maryland.)
(4) Availability of good radiology as a part of Insured medical care:
<The college has prepared and made available to ipsurors, labor, and man.
agement, a model clause for the provision of Insured radiological benefits,
and has likewise widely distributed a relative value scale for radiological
benefits.)
The plea of the American College of Radiology is that the Congress of the
United States not legislatively destroy our medical specialty through enactment
of these amendments. We believe that we are currently serving our patients
and the public well. We see a bright and exciting future potential for even
greater service. We think that patient care and public health will suffer if
specialized radiology is erased.
AMERICAN

PODIATRY AssocIATION,

Washington,D.C., Augu8t12, 1964.

Hon. HARRY F. BYRD,
Committee on Finance,
U.S. Senate, Washington,D.C.
DEAR SENATOR BYRD: On behalf of the American Podiatry Association, I
respectfully request that this statement concerning the amendments to H.R.
11865 relating to medical care for the aged be considered by your committee and
included in the printed record.
The American Podiatry Association is a voluntary nonprofit organization of
52 component societies: 1 in each State, the District of Columbia, Puerto Rico.
Podiatrists are licensed to treat our people by medical and surgical means and
our colleges are accredited nonprofit institutions which provide a 4-year curriculum following 2 years of prepodiatry college training.
Previous statements presented to the Congress by the American Podiatry
Association have emphasized the importance of keeping older people ambulatory. Public health reports stress the need for including the services of podiatrists in medical care for the aged programs. The amendments currently being
considered will not insure that these podiatric services will be available to older
people. It is therefore urgently recommended that the term "podiatrist" be
included in the language of the legislation describing the providers of services.
The other item of deep concern to us is the definition of "inpatient hospital
services" in the proposed amendments. The Council on Education of the
American Podiatry Association has been approved by the Office of Education
as the accrediting body for podiatry colleges and hospitals. The facilities of podiatric hospitals can contribute to this program and should be included along
with other approved hospitals.
I urge that careful consideration be given to these recommendations which
will provide an essential service in the health care of older people.
Respectfully yours,
SEWARD P.

NYMAN,

D.S.C.,

Executive Director.
STATEMENT IN SUPPORT OF MEDICARE BY HON.
OF MNICHIGAN

JOHN D. DINOE L,

DEMOCRAT,

Mr. Chairman and members of the committee, I am John D. Dingell, the Representative from the 15th Congressional District of Michigan. Thank you for
this opportunity to urge you to add time medicare hospital insurance proposal to
the pending social security bill. I support the King-Anderson plan. I know it
will make a basic change in the social security system, although no more basic
than adding disability insurance or death benefits.
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All of you know the problem. The Senate Committee on Aging reports that
three-fourths of the senior citizens of this Nation do not now have adequate
health Insurance protection, and that the number of people over 65 who are
protected by private insurance may even be declining. Surveys of the Department of Health, Education, and Welfare indicate that private insurance pays
less than 15 percent of all health care bills of older people.
This is not too surprlsig, when you think about It. Perhaps many of the
people over the age of 70 in this country did not expect, during their working
years, to live as long as they have. Certainly most of them did not expect to
be ill as often as they are, or to encounter such expensive medical bills.
I doubt that anyone dreamed 2-10or 30 years ago that sickness costs would
rise to $40 and $50 a day. Or that hospital visits of older persons would average
nearly $800.
It is really no wonder that most older persons are not now well protected
against the cost of falling sick. This is the one most unpredictable expense of
old age. And, in a real sense, most senior citizens have no way now to protect
themselves against major hospital bills.
I consider the Kerr-Mills program inadequate because it is a welfare program,
and this to me is not solely a welfare problem. As given effect by the different
States, the Kerr-Mills program does not treat all Americans alike. State tax
revenues do not provide enough money. Even my own prospering State of
Michigan simply could not afford to develop a good Kerr-Mills program.
For 8 years now we have struggled to find answers which would be acceptable
to everyone. There have been conferences and parleys and hearings. I think
the time has come now for decisions.
I hope you will vote for the senior citizens and for those of us who hope
to become senior citizens someday. And if your decision is to compromise now
and to start on a small scale, I hope you will reach a meaningful compromise
and propose a meaningful start. Thank you.

AMERICAN MEDICAL AsSOcIATION,

Chicago,Ill., August 14,1964.
Hon. HARRY F. BYRD,
Chairman,Committee on Finance,
U.S. Senate, Washington,D.C.
DEAR SENATOR BYRD:

It has been brought to the attention of this association

that on August 11,,representatives of the American Optometric Association recommended for your committee's consideration the addition of an amendment to
H.R. 11865 (the Social Security Amendments of 1964), which is presently
pending before your committee. In essence, this amendment would provide that
any individual entitled to benefits under title I, IV, V, XIV, or XVI of the Social
Security Act would be eligible to have payment made in his behalf for services
provided by an optometrist. These services would be paid for at the same
rate as would similar services rendered by "any other duly licensed practitioner."
In other words, the services of an optometrist would be equated with those of
a medical doctor who has undertaken postgraduate training in the care of
diseases of and injuries to the eye.
The American Medical Association does not believe that this proposal is in
the public interest.
In addition to urging the rejection of the proposed amendment, the American
Medical Association recommends that title X, section 1002 (a) (10), and title XVI,
section 1602 (a) (12) of the social security law be amended by deleting from those
subsections the words "or by an optometrist, whichever". These subsections
authorize the determination of blindness by an optometrist.
The determination of blindness is a diagnostic procedure. Diagnosis, as much
as medical therapy, requires medical training. Such training is not necessary to
qualify one to perform refractive tests, nor is it always necessary to qualify one
to prescribe satisfactory glasses. However, complete medical training iz required to qualify one to determine the need for medical treatment, to diagnose,
and to assume the responsibility for detecting or determining the presence or
absence of diseases.
The granting to optometrists of the right to make examinations to determine
blindness may result in a failure to ascertain the cause of blindness and thus
prevent the administration of necessary medical rehabilitative care. Unfor36-453-64-41
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tunately, in too many cases proper treatment has been delayed or possible re
habilitation or cure denied because of diagnoses rendered by others not qualified,
as medical practitioners. On the other hand, the medical skills possessed b
physicians have resulted in the detection and successful treatment of the organic
and'systemic causes of blindness.
During the debate in the House of Representatives on H.R. 10606, 87th Congress,
which provided for amendments to the public assistance provisions of the social
security law, It was brought out that the Department of Health, Education, and
Welfare has since 1950 been In accord with the position of the American Medica
'
Association that only medical doctors are qualified to determine whether an
Individual is blind.
In view of the above medical facts and the"Aepartmental support,' It is this
association's sincere hope that your committee will give favorable consideration
to our proposed amendments.
I will appreciate your making this letter part of the record of your hearing.
Sincerely yours,

F. J. L.t&fjizqms, M.D.

(Whereupon, at 3.:20 p.m., the committee recessed, to, reconvene at 10
a.m., Friday, August 14,1964.)
I

SOCIAL SECURITY; MEDICAL CARE FOR THE AGED
AMENDMENTS
FRIDAY, AUGUST

14, 19e4

U.S. SENATE,
COMMITTErE, oN FINANcE,

Washington, D.O.
The committee met, pursuant to recess, at 10:10 a.m., in room 2221,
New Senate Office Building, Senator Herman E. Talmadge presiding.
Present: Senators Byrd (chairman), Long, Smathers, Talmadge,
McCarthy, Ribicoff? Williams,Bennett, and Curtis.
Also present: Elizabeth B. Springer, chief clerk; and Fred Arner
and Heren Livingston, of the Education and Public Welfare Division,
Legislative Reference Service, Library of Congress.
The CHAIUMAN. The committee will come to order,
In the questioning of administration witnesses as the beginning of
these hearings, a question was asked as to what would be the maximum
tax on the self-employed farmer in 1971 under the Gore amendment
1178. The spokesman's answer was that the total under the Gore
amendment would be $421.20 as contrasted to $388.80 under existing
law. However, an integral part of the Gore amendment is the assuimption that if earning levels rise, as they undoubtedly will the social
security wage base ($4,800 today) will have to be increased after 1965
above the $5,400 wage base provided in the Gore amendment. Thus,
as shown by the correspondence from the Chief actuary of the S6cial
Security Administration, Robert J. Myers, which I place in the record,
the tax on a self-employed farmer, keeping the Gore amendment
actuarially sound under its own assumptions, would have to be as
follows:
Year
1971 -_------------.---------------------------------------------------1975 ----------------------------------------------------------------------

1980 ----------------------------------------------------------------------

Tax

Maximum
taxable
earnings baso

$503.10
566.30

56.o00

$6,450
7,260

8,410

Let me state again the amount of tax which the self-employed
farmer pays under existing l.w for 1964 is $388 on a maximum taxable
wage base of $4,800. This assumes no change in the social security
tax rates.
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(The letter from Mr. Myers follows:)
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
SoCIAL SECURITY ADMINISTRATION,

Washington,D.C., Augu8t 18, 1964.
lion. HARRY F. BYRD,
U.S. Senate,
Waehtngton, D.C.
DEAn SENATOR BYRD: Secretary Celebrezze has asked me to reply to your
letter of August 10, requesting Information about the social security taxes that
a self-employed farmer would pay in certain future years under H.R. 11865, as
passed by the House of Representatives, and under the Gore amendment (Amend.
ment No. 1178), since your questions are of a technical and actuarial nature.
As you indicate in your letter, the figures that we gave at the hearings on
August 7 as to what a self-employed farmer would be paying in social security
taxes in 1971 under the House bill and under the Gore amendment were calculated upon the earnings base of $5,400-as contained in both the bill and the
amendment.
Let me first discuss the situation under H.R. 11865 (that is without any hospitalization or related benefits). The financial provisions of H.R. 11805 are
based on actuarial estimates using the level wage assumptions that have been
customary in estimates for this program. The $388.80 figure which we gave at
the hearings as the amount payable at the maximum by the self-employed person
Is what is necessary under the policy of charging the self-employed 112 times
the employee rate if wages remain level and no changes are made in the program.
If, on the other hand, it is assumed that earnings levels rise on the average at
the rate of 3 percent per year from 1965 to 1971, which seems a reasonable risingearnings assumption, the benefit provisions of the House bill could be financed
with a lower contribution rate than is provided in the bill for 1971 and thereafter.
In fact, under these assumptions a rate in 1971 and thereafter of 4.6 percent on
the employer and a like amount on the employee, with the self-employed paying
6.9 percent, would be sufficient-instead of the provisions of the House bill, which
set the rates In 1971 and thereafter at 4.8 percent and 7.2 percent- respectively.
Thus, under this assumption, a contribution by a self-employed person with the
maximum taxable earnings ($5,400) in 1971 of $372.60 would be sufficient, rather
than the $388.80 which results under the House bill and which we referred to in
our testimony on August 7.
I would like to point out, however, that although projecting an increase in
earnings at 3 percent per year has the result indicated above If no changes are
made in the benefit provisions of the law, it seems to me undesirable to base
the financing of the program on the assumption that earnings rise, but the law
is not changed to reflect these changes in earnings levels. It seems to me more
reasonable to assume that, if earnings increase at an average rate of 3 percent
per year from 1965 to 1971, then both the earnings base and the benefits of the
program will be more or less kept up to date with the rise in the earnings level.
If this is done, assuming a continuation of the 3 percent average annual increase
in earnings levels after 1971 also, the earnings base would be $6,450 in 1971,
$7,260 in 1975, and $8,410 in 1980.
Under these circumstances, it would be possible to provide for across-the-board
increases in the cash benefits as a result of the saving to the system (from the
higher earnings level and from the higher earnings base) without any increase
in the contribution rates provided in the House bill. Under the assumptions
given, the general benefit increase that could be provided in 1971 would be 8 percent, while in 1975 it would be 12 percent (as contrasted with the 1965 benefit
level), and in 1980 it would be 20 percent. Tile higher benefits for workers who
earn more than the $5,400 base in H.R. 11865 which arise from crediting additional earnings for benefit purposes would also be fully financed under these
assumptions.
If the earnings base and the cash benefits are kept up to date in the future as
described above, then the dollar amounts of the contributions of self-employed
persons would, of course, be higher than would result under the present House
bill under a continuation of the policy that sets their contribution rate at approximately 11/ times the employee rate. Under these circumstances, the 7.2 percent
self-employed contribution rate in the House bill when applied to the higher
earnings bases would result, at the maximum, in the following contributions for
self-employed persons: $464.40 on the $0,450 base; $522.70 on the $7,260 base; and
$605.50 on the $8,410 base, as compared with $388.80 on a $5,400 base.
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I will now proceed to discuss the situation under the Gore amendment. If
under conditions of an average increase in earnings of 3 percent per year, the
earnings base is kept up to date as indicated above, and if the self-employed epntribution rate remains at the 7.8 percent provided in the Gore amendment, then
the maximum amounts payable by the self-employed would become $503.10 on the
$6,450 base, $566.30 on the $7,260 base, and $656 on the $8,410 base-or
annual increases for the maximum earnings category as a result of the addition of hospital insurance of $38.70, $43.60, and $50.50, respectively. It is significant to note, however, that these higher payments would not be any more of a
burden when measured as a percentage of earnings than those provided by the
Gore amendment, since the changes in the earnings base keep constant the pro-.
portion of total earnings taxed for social security purposes.
The changes described above would keep the hospital and related beneflt's
financed on an actuarially sound basis and would, as indicated, allow for substantial increases in the cash benefits. For example, the maximum primary
benefit that would be payable under these circumstances to the person paying
regularly at thee maximum tax rates would be $175.10 per months on the basis,
of the earnings base established in 1971, $197.80 on the 1975 base, and $236.30 on.
the 1980 base-as compared with $143.40 under II.R. 11865.
It follows from this discussion of possible increases in the cash benefits that,.
desirable as it might be, it would not be necessary to raise the earnings base to,
the levels indicated solely for the purpose of financing, on a sound actuarial
basis, the combined benefit provisions of II.R. 11865 and the Gore amendment.
I estimate that, if no changes are made in the law after the adoption of the
Gore amendment, a:d If earnings rise on the average at the rate of 3 percent
per year, the overall contribution rates would be sufficient to maintain both
parts of the system on an actuarially sound basis for many years without any
increase in the earnings base. Although employers, employees, and the selfemployed would not have to pay higher contribution rates under these assumptions, it would be necessary to allocate a larger portion of the income of the prograin to the hospital insurance trust fund (that is, larger than the allocation of
0.80 percent of taxable wages in the Gore amendment), with a consequent reduction in the aniunt of benefit increases that could be provided in the cashbenefits portion of the program.
Alternatively, the earnings base might be increased somewhat, but not sufficiently to keep the program fully up to date. Under these circumstances, the
hospital insurance program could be maintained oi an actuarially sound basis by
increasing its allocation (from part of the gains to the cash-benefits portion of
the program), and the benefit increases could be made somewhat larger than if
the earnings base were not increased-but not as large, of course, as indicated
in the previous discussion of H.R. 11865 without hospital insurance.
It should be noted that the entire foregoing discussion Is based on the premise that the actuarial experience for all other cost factors than the earnings
level will follow the assumptions made. Of course, actual experience with
respect thereto could be more favorable or less favorable than the assumptions.
In summary, the answer to your question in relation to the Gore amendment as
to the "* * * maximum amount of tax a self-employed farmer would have to
pay In 1971, 1975, and 1980, based upon (your) most realistic estimate as to
what the earnings level will be at those times and, correspondingly, what wage
base would be required for actuarial soundness" is that for many years the
amount could be the same as provided by the Gore amendment-that is, $421.20-if the savings to the system that arises from the increased earnings level are
entirely allocated to the hospital insurance program, rather than to increases in
cash benefits.
It seems to me, however, that although increases In the earnings base are
not needed under these circumstances solely in order to maintain the hospital
insurance program on an actuarially sound basis, such increases in the earnings
base under conditions of rising earnings are necessary to maintain the cash
benefits In a reasonable relationship to the earnings of persons covered by the
program. I believe, therefore, that under the assumption of an increase in the
average level of earnings of 3 percent per year, It is reasonable to assume that
there will be increases in the earnings base and in benefit levels which will be
approximately sufficient to keep the cash benefits program up to date. Under
these circumstances, the hospital insurance program would be maintained automatically on an actuarially sound basis without using for it any of the net advantage which arises to the cash-benefits portion of the system from increased earn-
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Wings and, therefore, without changing the allocation to the hospital insurance
trust fund of 0.80 percent of taxable wages provided in the Gore amendment.
Sincerely yours,
ROBERT J. MYFRs, 'Chief Actuary.

Senator T ALMAIGE (presiding). I am sorry we don't have more
members of the committee present but we are trying to complete the
Senate's business next week and virtually every committee is meeting
at the present time, and the Senate is in session also.
The first witness is Mr. Roy D. Simon, National Association of Life
Underwriters.
STATEMENT OF ROY D. SIMON, CHAIRMAN, COMMITTEE ON SOCIAL
SECURITY OF THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS
MNIr. SI-roN. I am Roy 1). Simon of Chicago, Ill., and I am the chairman of the Committee on Social Security of the Natiomd Association
of Life Underwriters, and also a member of the association's board of
trustees.
I have with me this morning Mr. )ave Pattirson, counsel, and Mr.
Robert Turner, director of health insurance activities.
My organization is a trade association composed of 50 State and 845
local life underwriter associations with an aggregate membership of
85,000 individuals, principally life insurance agents, general agents,
and managers. Most of these individual members sell health insurance
as well as life insurance.
My purpose in appearing before your committee today is to acquaint you with my association's views with respect to both the issue
of social security-financed health care for the aged and H.R. 11865,
which was recently passed by the Iouse of Representatives.
H. Lewis Rietz, the witness for the American Life Convention, the
Health Insurance Association of America the Life Insurance Association of America, and the Life Insurers t_&onference, has outlined for
our committee yesterday the tremendous progress that has already
een made in providing health care for the aged, both by the private
insurers, in the case of those individuals who are able to buy their own
health insurance, and by existing Govermnent plans, in the case of
those individuals who lack the resources to meet the cost of their health
care needs.
We will not burden the record of these hearings with repetitious
testimony on these points, but we would like the record to show that
we associate ourselves with and support Mr. Rietz' statements regarding them.
I also want to make it abundantly clear that my association is, of
course, in favor of Government-financed health care for those aged individuals who, for one reason or another, are unable to meet the costs
of their own health care needs.
We have, for example, long supported the Kerr-Mills program and
will, through our affiliated State and local associations, continue to
work for its implementation and improvement at the State level. It
is our belief that tax funds can be most equitably and effectively used
in a program of this type, which is directed at helping only those aged
who are truly in need.
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By the same token, we are opposed to any measure, such as the KingAnderson bill (S. 880, H.R. 3920), that would exact additional taxes
from the younger, working population-many of whom are often more
financially hard-pressed than many individuals over 65-to provide
health care benefits to all aged individuals irrespective of their ability
to finance their health care costs.
In this connection, we call to the attention of your committee that
the Department of Health, Education, and Welfare estimates that,
as of January 1, 1965, when the King-Anderson program would become effective, there will be 1534 million people aged 65 and over who
will be receiving or eligible to receive cash social security or railroad
retirement benefits and who would therefore also be eligible for the
King-Anderson health care benefits.
The Department of HEW further estimates that among these 15/
million people will be between 1 and 2 million who, because of their
own or their spouses' continued employment and earnings, will not be
entitled to receive cash benefits but who would nevertheless be entitled
to receive the benefits of the King-Anderson program.
In addition, there will be included among the 153/ million potential
King-Anderson beneficiaries just referred to an undetermined number
who will be receiving both full cash social security or railroad retirement benefits and income from other sources such as pension plans,
insurance, savings, investments, and the like.
In short, the King-Anderson bill would increase the already substantial social security taxes paid by the younger workers and their
employers to provide for an extremely large group of aged individuals
health care benefits for which such individuals are completely capable
of paying on their own.
I would now like to comment briefly upon the costs of the KingAnderson program, as estimated by the Department of HEW, without expressing any opinions as to the validity of these cost estimates.
Over the years, HEW's estimates have proved to be very mercurial,
to say the least.
For example, when the King-Anderson bill was first introduced
in the 87th Congress, HEW estimated that it could be financed by
increasing the combined employer-employee social security tax rates
by one-half of 1 percent, and by raising the taxable earnings base
from $4,800 to $5,000.
Later, HEW revised its estimates to show that while the proposed
tax rate increase of one-half of 1 percent would still be adequate, it
would be necessary to raise the earnings base to $5,200, as is provided
in the present version of the King-Anderson bill.
During the current hearings, however, your committee has been
told by the HEW representatives that sound financing of the KingAnderson program, if added to H.R. 11865, would require either
that the employer-employee tax rate be increased by eight-tenths of
1 percent and the earnings base to $5,400 or that the tax rate be increased by four-tenths of I percent and the earnings base to $6,600.
Now, it has already been brought out at these hearings that even
under H.R. 11865, as passed by the House of Representatives, the
social security taxes paid by many gainfully employed people would,
in a very short time, be greater than their Federal income taxes.
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Obviously, therefore, the number of people in this category would
be enormously increased if H.R. 11865 were amended to include the
provisions of the King-Anderson bill.
For example, if such a combined bill were enacted and provided
for an earnings base of $5,400, the ultimate maximum social security
tax rate paid by a self-employed person would be 7.8 percent. Thus,
such an individual with earnings of $5,400 per year would pay a
social security tax of $421.
On the other hand, assuming that he had a wife and two children,
filed a joint return, and took the optional standard deduction, his
Federal income tax would be only $354.
Moreover, it is of the utmost importance that your committee clearly
recognize that H11EW's above assumptions with respect to the increases
in tax rates and the earnings base necessary to finance the KingAnderson program-even if accurate for the'time being-would not
be fixed for all-time.
Rather, the HEW admittedly bases its estimates on the further
assumption that the tax rates or the earnings base, or both, would
be adjusted upward from time to time in the future as the cost of
health care increased.
In addition, the hEW's present cost estimates do not and, of course,
cannot take into account the still further increased costs that would
result from the virtually inevitable expansion and liberalization of
the King-Anderson program that would follow its initial enactment.
In summary, we oppose enactment of the King-Anderson bill or
similar legislation either as an addition to or a substitute for H.R.
11865 for the reasons that the proposed health care program (1) is
unnecessary and would deter and even tend to destroy the remarkable
progress made thus far by private insurers and existing public programs in meeting the health care needs of the aged; (2) would superimpose upon the already heavy cost. of the existing social security
program an additional "substantial and, indeed, unpredictably high
financial burden; and (3) by materially increasing the social security
taxes paid by the gainfully employed, impair both the incentive and
the financial ability of such individuals to provide for their own
economic security through private programs.
In conclusion, while I have thus far directed all of my remarks to
legislation of the King-Andemon type, I want to make it'clearbeyond
peradventure that my association 'isequally opposed to any form of
Government program-not matter how watered down it might initially
be-that would provide health care benefits to aged individuals irrespectivee of their ability to finance their own health care needs.
The past history of the existing social security cash benefits system
furnishes the clearest possible evidence that once established, even in
the most diluted form, the principle of social security-financed health
care for the aged would inexorably and inevitably be expanded into
a full-blown and comprehensive program.
In regard to H.R. 11865, although the social security program is
intended to provide covered workers and their families with only a
basic floor of economic protection to be supplemented by private thrift,
millions of the citizens of this country have come to look upon the
program as at least a principal source of economic security.
Thus, we feel that the primary obligation of Congress toward these
present and future social security beneficiaries must be to take all
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steps necessary to assure that the financial condition of the program
is completely sound at all times. Therefore, we are disappointed that
H.R. 11865 gives only token recognition to strengthening the financial
condition of the overall program and provides that the lion's share of
the increased social security taxes to be raised by the bill will be used
to finance increases in benefits for existing as well as future
beneficiaries.
As a result, the bill would reduce the actuarial imbalance of the
overall program from the presently estimated 0.24 percent of covered
payroll to only 0.20 percent.
Of course, we realize that an actuarial imbalance of this magnitude
has long been viewed by Congress as acceptable. Be that as it may,
however, we do feel constrained to call to your committee's attention
that the projecting of the long-range actuarial balance of the program
is not the most exact science in the world and that estimates thereof
have, in the past, occasionally varied substantially even within very
short, periods of time and in the absence of any changes in the Social
Security Act itself.
For example, according to the report of the House Ways and Means
Committee (p. 20), which accompanied H.R. 11865, it was estimated
that the program was out of balance by only 0.10 percent of covered
payroll immediately following enactment of the Social Security
Amendments of 1952.
In 1954, however-just 2 years later-revised estimates indicated
that the lack of balance under the 1952 act had grown to 0.57 percent
of payroll. In enacting the 1954 act, Congress has to increase taxes
sufficiently to bring about a substantial reduction in this imbalance.
Again, immediately following passage of the 1956 act, the actuarial
imbalance was estimated at 0.13 percent, whereas in 1958 it was discovered that the imbalance had increased to 0.42 percent. In enacting
the 1958 act, Congress felt obliged once more to take corrective action.
In the circumstances, we recommend that your committee and Congress take action this year to amend H.R. 11865 to the end that the
increased taxes to be generated by the bill will be applied to eliminate
completely at least the presently estimated actuarial imbalance of the
program rather than to increase benefits, as the bill now provides.
We understand from IHEW that the tax rate increases now provided
in H.R. 11865 would be sufficient for this purpose without any change
in the present $4,800 earnings base. And we would therefore further
recommend that the $4,800 base be left alone. We make this recommendation for two reasons.
First of all, since the program benefits all covered social security
taxpayers, the burden of keeping the program sound should be shared
equally by all of these taxpayers and not simply by those who earn in
excess of $4,800 per year.
Second, if thewage base is increased to $5,400, this will necessarily
result in increased future benefits to the better-paid workers (and
their families) -and only to them--even though these individuals are
in much less need of Government benefits and are much better able
to provide for their own economic security than their lower paid fellow men.
In closing, I want to express to you my deep appreciation for having been permitted to appear before your committee to express the
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views of my association on these important issues. If we can be of
further service to you, we hope that you will feel free to call upon us.
Senator LONG (presiding). I have made the statement on occasion
that it seemed to me that the cheapest insurance anyone can have is
self-insurance, with regard to risks that the person can afford to take.
For example, very few people try to insure themselves against the
danger of a common cold or some minor illness because it is cheaper just
to pay their medical expenses when they incur it.
I take it that from your statement you feel that there would be a
lot of things that the Government would not have insurance to apply
to where the person is well able to look after himself.
Mr. Si oN. I believe that is correct, sir.
Senator LONG. You are talking about the cost of this. When I computed the costs, I believe the estimates showed that for everybody's
health care, it is going to cost about 4 percent of payroll and I have
never been able to look upon the King-Anderson proposition as anything but putting the foot in the door.
I want to ask you if you share my view that once this thing starts,
sooner or later we will be insuring everybody's health and taking payroll taxes to pay for it.
Mr. SInooN. This has been the indication based on the past history
of social legislation of this type.
Senator LONG. It is hard for me to see how we would be justified in
taking care of one man's medical expenses if he is in the hospital for
2 weeks although he is well able to pay for it himself, and decline to
look a after some younger person who might be laid up for a year and
who might really need assistance.
Once you start it seems to me as though you are going to have to
extend it to a great number of other people. I doi't see how you are
going to stop that.
Mr. SIiroN. I believe I share your fears.
Senator LONG. Senator Smathers?
Senator SMATHEIMS. Mr. Simon, you mentioned the fact that the
insurance industry is doing a great deal toward making it possible for
people to insure themselves. What specifically has the insurance industry (lone in the last 2 years to make it possible for people to insure
themselves?
Has it costhhas the cost of insurance gone down and the coverage
been extended?
Mr. S,10N. As to whether the cost has changed, Senator, I don't
feel competent to answer that because there are many variables involved and I doubt very much that costs are going to go down in the
face of increasing costs of the services for which people are being
insured.
Senator SmATmlis. How do you say then that it is possible, more
easily for people, for elderly people, to get insurance if the cost, of it is
not going down?
Mr. Snum.N. The availability of it is substantially increased. If we
go back just a very short. time, you would find that many people 65
and over who wanted to get any sort of hospitalization or health insprance would find that there was nothing available.
In the last few years there have beenSenator S..\rrEIIs. By that you mean not available at any price?
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Mr. SIMoN. At any price.
There was no coverage being written for this risk.
Senator SMATIIERS. Right.
Mr. SiMON. Today there have been as you will find outlined much
better in Mr. Rietz' testimony yesterday, and the reason that we did
not elaborate on it.
For instance, there is open enrollment periods by several companies,
no medical questions asked. There are certain times when they will
come out and say anyone 65 and over may have this coverage simply
by signing his name and paying the current premiums.
Senator SMATHERS. Let me say this, I am for the insurance industry, I want to see them stay alive but what I am interested in frankly
and briefly is whether or not it is a fact in this field of health coverage
they have made it possible for elderly people with very modest means
to buy an insurance policy which will cover them in their illnesses after
they reach age 65 or look after them in a nursing home, and so forth.
Is there such a policy available?
Mr. SIMON. There are such policies available, Senator.
Senator LONG. What is the cost of such a policy?
Mr. SiiMoN. I would be glad to supply this information for you, I
do not have it.
Senator LoNG. It is not a fact that the cost is very high? Is it not
a fact that it runs in the neighborhood of some roughly $1,200 to $1,500
that?
like
a year, something
no, sir.
Mr. SiMN. O7,
Senator Loxq. What does it cost?
Mr. Sij:N. I would make a guess that such a contract would be
available, and this is a guess, please, I do not have rate figures with me,
but I believe a good coverage would be available for something in the
neighborhood of $20 or $25 a month.
Senator LoNG. $20 or $25 a month?
Mr. SI o N. About $250 to $300 a year.
Senator LoN-G. All right.
Mr. SIMON-. This is without regard to evidence of whether the person is or is not a. good risk.
Senator LONG. All right.
Well, secondly], do you recognize that there are some people in the
elderly aged group, whio really don't have $300 extra a year, too, which
they can put into this insurance policy?
Yiou recognize there are a number of people like that?
Mr. Siuox. Yes, sir.
Senator LoNG. What.do we do wit h those people?
Mr. SiijoN. As we have indicated we are very much in favor of the
Government giving assistance to the people who are not able to meet
their own hearth needs from a financial standpoint.
Senator LONG. In other words, what you are saying is that, you do
favor the Kerr-Mills bill?
Mr. Si-ON. Yes, sir, we have specifically mentioned this. Our association, our State associations are active with the State legislatures in
the implementation of the Kerr-Mills program.
Senator Lo\G. Do you have any idea how much the Kerr-Mills bill
is going to finally cost'?
Mr. Sniox. \o, sir.
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Senator LoNe. Do you think that it is a sounder fiscal program to
have the Government reach into the Treasury and t',ke money out of it
and pay all of certain people's medical and health bills or do you think
it is a sounder program to have them save along the way during their
working years to provide for their own health care when they get to
be 65?
Mr. S moN,. I think we have two separate points involved here. We
have the problem of the some 18 million people who in 1965 will be
over 65 years of age, who have not had any particular method for doing this other than in those rare instances and I say rare because percentagewise I believe it is quite small, that they have a continuing hospitalization program from either a group employment contract or from
something which they purchased a few years ago, which is still in
effect, so that this is one phase of the problem, what do we do with the
people who are already there who can't provide.
The other is the people who are now under 65, who are now the employed group, and the number of people who are covered today on some
form of health insurance, the percentage of them, is quite high.
I don't happen to have the exact figure with me but I think you are
familiar with the fact that the difference between this today and 20
years ago is fantastic.
Senator LooNG. Can you get us those figures?
Mr. SIMON. Yes, sir.
Senator LONG. Mr. Chairman, I ask that they be made a part of the
record because there is a lot of conflict as to the testimony, within the
testimony, as to how many people in fact are covered.
Let me ask you just to get on with this and I won't delay you much
longer.
(Mr. Simon subsequently advised as follows: "The figure with which
I am familiar is that 60 percent of persons over age 65 have some form
of health insurance. This is about. 101/2 million aged persons. I believe
you will find the coinpoiients of this figure in Mr. Reitz' statement before the committee on Thursday, August 13th.")
Senator LoNG. You recognize that under Kerr-Mills which I have
supported and in the absence of anything new I expect to continue
supporting, that there is no limit with respect to how much tihe KerrMills bill can provide as to medical care, doctor's bills, nursing bills,
drug bills, everything else?
Mr. SIUMON. The Federal law is completelySenator LONG. Wide open.
Mr. Si.roN. Completely unrestricted.
Senator I)N-,G. It is left to the States to set the standards. You
have been around long enough to know what that often results in.
When each State legislator begins to run for the State legislature he
the ol people, "As far as I am concerned, I am
is
goi,going
to to
rn say
on to
a platform
that in this State we are going to provide
that every person who has an income of less than $5,000 a year, is entitled to free medical care under the Kerr-Mills bill."
Htis opponents will come along and say, "Well, I am going to outdo
him. I am going to recommend that anybody who has got an income
of $6,000 or less will get free medical care and attention."
And the first thing you know it is going to increase, do you not fear,
to $8,000 or $10,000. How much do you think that will cost the
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Federal Government, m6ney taken right out of the Treasury? What
do you think that will amount to?
Do you favor that type of program?
Mr. SIroN. This could happen, Senator, except that there is a practical checkrein on this in a number of cases in that the States must provide their share of any such Pandora's box.
Senator LoNG. Is it not true that. in some States they will only provide 20 percent?
Mr. SimoN. This I understand is the case. Those are the States
where it may be more difficult for them to provide the 20 percent than
for some of the other States to provide 50.
Senator LONG. Looking at it just as a fiscal matter rather than as a
social matter, what do you feel is the most conservative approach to it
fiscally? Might it involve the requirement that every employee begin
to put aside certain money when he is 25 years old, 26 years old, and
his employer put aside as he goes on up so that when that day comes
when he is 65 there is some money to take care of his health needs?
Is that in your judgment sounder fiscally or is it the other approach
which is sounder, where they make no provision for themselves during
their working and productive years but the U.S. Treasury and other
people reach into their pockets and say, "I-ere, we take care of you
for everything you want after you get to be 65"?
Fiscally speaking, not socially, which approach do you think is
the sounder?
Mr. SmxNoN. Before giving you the specific on that, I would like to
call to your attention the fact as I have mentioned that a very substantial percentage of the working population today have some sort
of health insurance protection for hospitalization, in many cases for
income, through commercial sources.
Senator LONG. You favor their saving when they are working and
young in order to provide for themselves when they are older. That is
what you are saying.
Mr. SimoN. Yes, sir.
Senator LONG. By private insurance?
But you don't go so far as to say that everybody should be, in effect,
required to save.
Mr. SIMzoN. I would much prefer the present route, because I think
that it would work outSenator LONG. Being the spokesman for the underwriters you
should, but I just wondered as a fiscal matter which way you thought.
Remember I am still on the Kerr-Mills side, but as a matter of Just
fiscal soundnessMr. Sm oN. If this auction, as you describe it, of the benefits, were
to take place, and become widespread, then either Federal law would
have to be amended to observe prudent checks on this needs clause
in the law or the States would have to come up with a tremendous
amount of money to meet their promises, and what we really see as a
possibilitySenator LoNG. I want to ask you one other question and let you
go.
In your experience around here in Washington have you ever seem
a time when the Federal Government has tightened down on a prograin of this matter?
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Mr. Sixow. I think I mentioned earlier that the history of social
legislature never rolls backwards.
Senator LONG. That is all. I just wanted to give him time to express a few views.
Senator BENNEr. Mr. Chairman, I should like to offer for the
record a statement dated August 3 from the Blue Cross of northeastern Ohio showing a case of an 81-year-old woman where $26,110.31
was paid for over 2 years' hospitalization.
Under the King-Anderson proposal, she would have received $3,130
and her family would have had to dig up the remaining $23 000.
I would like to offer the complete statement for the record.
Senator LONG. Do you want it printed in the record?
Senator BENNE-r. Yes.
(The information referred to follows:)
[From Public Relations Department, Blue Cross of Northeast Ohio, Cleveland, Ohio,
Aug. 3, 1964]
Payment of a subscriber's hospital bill for services worth more than $26,000
was reported today by Blue Cross of Northeast Ohio.
The payment is the largest ever in the 30-year history of BCNO and is believed
to be one of the largest ever paid nationally for any one person's hospital care.
John R. Mannix, executive vice president of BCNO, estimated that at current
rates, the $20,110.31 payment is equal to subscription fees for more than 99 years
for the service held by the subscriber.
The huge payment covered hospital services received during a 2-year stay by
an 81-year-old woman patient who was suffering from heart and kidney ailments
and cancer. She was protected under a group Blue Cross 730-day extended
benefit contract. The patient who was treated at a northeast Ohio hospital not
in Cleveland has since died.
Although her 730 days of coverage had been used up during her stay, full
benefits would have been restored if the woman had remained out of the hospital
for 180 days.
Mr. Mannix pointed out that if the woman had been covered under the broadest
provisions contemplated in the King-Anderson bill she would have paid a $90 deductible amount followed by a Government payment of $3,130. The remaining
expense of nearly $23,000 would have fallen entirely on the patient and her family.
The payment was one of two unusual bills which have been processed recently
at Blue Cross. In another case at the other end of the age spectrum payment of
nearly $10,000 was made for the care of an infant who was hospitalized for the
first 323 days of his life.
"Most people are aware that older persons use much more hospital care than
the average, but it Is often overlooked that infants receive considerable care."
Mannix said.
"While the care received in this instance was considerably above the average
for newborns, the large payment illustrates the importance of a community program which provides coverage for young and old alike regardless of age.
"It is not uncommon," Mannix said, "for insurance programs to begin for infants only after the 15th or 30th day of life; such a procedure In this case, with a
hospital bill of $9,836.74, would have meant financial ruin for the baby's parents."
Doctor's charges of $600 for inhospital medical services were paid in full by
Medical Mutual of Cleveland, Inc., the Blue Shield plan in northeast Ohio. Blue
Shield also paid $120 for delivery and anesthesia charges.
The baby's father employed by one of the automakers holds a contract which
provides 365 days of hospital service. The benefits of this contract renew in full
after 90 days.

Senator SMAT'FIERS. Does it show how much she paid for that particular policy?
Senator BENNFVT. It does indirectly by saying the payment she
received was the equivalent of 99 years of premiums.
Senator SMATIEMS. You are a great mathematician. What does
that figure out to?
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Senator BENNmT. $26,000, if you will let me call it a hundred years,
then $26,000 represented about $260 a year for which she paid, I don't
know how long she paid it, and then the statement says that after ,180
days under her contract she could have gone back for 730 days more.
SSenator LONG. They had better be careful how many risks they
take like that or they will go broke.
Senator BENNETr. So there is the Government.
Senator CURTIS. Mr. Chairman, I will be very brief.
Following the questioning of the distinguished Senator from
Florida, he didn't suggest it, but the thought came to me that individuals reading the record might think of a compulsory Government plan
where individuals in early and middle life would be taxed for hospitalmedical benefits.
Based upon the experience in social security you wouldn't have a
case of an individual putting in his own money and having it build
up for old age, would you?
Mr. SI N. No, sir. The whole concept is a tax.
Senator CURTIS. Yes.
One of the most difficult problems in social security has come about
by the misuse of words.
It is not insurance, it is a tax taxing the producers now to pay benefits to people who already are old. The individuals who are drawing
benefits have paid just a tiny token part of what they draw out, and
it is not a self-prepaid system at all so far as the present benefits are
concerned, isn't that true?
Mr. SIMON. It surely is not.
Senator CURTIS. It is a tax, people would be in trouble if they did not
pay it. If the employer does not pay it, they will sell out his business.
It is not earmarked but it is used currently to pay the benefits of the
present beneficiaries, isn't that right?
Mr. SimONr. Correct; it is a payroll tax.
Senator CURTIS. And if there is a well-to-do person over 65 receiving social security benefits he is receiving it because all the people, including those who are of modest means and they are buying homes and
raising youngsters, are paying a tax to send him his Government check,
isn't that right?
Mr. SimoN. Yes, sir.
Senator CURTIS. And some of this misunderstanding has been accidental some of it has been deliberate on the part of Government socialistic planners, they have fooled the people and they have called social
security an insurance and it isn't at all.
I would like to say while I have some insurance agents before me that
I think a problem that ought to have attention of the underwriters of
the country, it has to do with people who carry a hospital insurance
policy that was written 10,15, or 20 or more years ago.
The individual may feel they have protection; the cost of hospitalization has gone up so much that when they have to turn to that policy,
they are going to find it doesn't meet their needs.
They are going to be, some of them, agitating a Government plan
that might be unsound, and they may turn against the voluntary private system, and I think the insurance agents have a responsibility
there to call on these present policyholders and if they have a policy
that they took years ago that would pay them $5 a day for hospitaliza-
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tion, explain to them that it wouldn't amount to anything, isn't that
right?
Mr. SItoN. You are so correct, Senator, and this is something that
we believe our 85,000 member agents are giving attention to.
Senator CURTIS. But I run into, right along, individuals who say,
"I have a hospital insurance policy. Would you please read it?"
I read it and it isn't worth very much at all.
Mr. SiMtoN. Of course, unfortunatelySenator CURTIS. Because the costs have gone up.
Now, it is true some may have moved away from where they bought
the policy.
This is a responsibility that the companies and the agents together
must face or they are going to have a more difficult problem on their
hands so far as having satisfactory relations with their policyholders.
Do you have any idea what it costs for a hospital bed in your area?
Mr. SImoN. In the Chicago area, I believe the cost of a hospital bed,
the cost of a semiprivate room average in the area, is around $24 a day.
This is the bill, what the bill average price is.
Senator CURTIS. Yes.
Now, these costs are there for labor and maintenance and all the
things it takes, whether the Government pays it or whether it is paid
from private sources.
Do you know whether or not this is true, that in most places due
usually to local law, the hospitals have to take the indigent and welfare patients that are paid for by the city or the county at a very
low fixed rate?
Are you familiar with that?
Mr. SiMON. I was not familiar with this.
Senator CURTIS. Here is one of the reasons why people are having
to pay tremendously for hospitals. There are a lot of other things
and some of the hospitals, I don't think, have had some of the best
management working for them. But if it costs, say, $15 or $18 for
a bed in a hospital, and right here in the District of Columbia, indigent
patients go to that hospital and the amount that the Welfare Department pays is much less than that, I don't know, I think it is $6
or $7, either the hospital goes broke or the difference has to be charged
to other patients, isn't that right, when that situation exists?
Mr. SI3jON. That is correct, other patients or charity.
Senator CuRIs. Yes.
I think that in the insurance field, and in the hospital management
field, and in the field of local government where they are sending
indigent patients to the hospital, they have got to update their process.
Mr. SIiroN. They have inadequate hospital rates for these indigent
people.
Senator CURTIs. Yes, and other people have to pay for it. There
is so much confusion about this hospitalization. It is not uncommon
for a Senator to get a letter from some fine old lady and she says
that she and her husband are past 65, their income is very modest,
she has to go to the doctor a couple of times a week, that her prescriptions cost so much, that she needs glasses, that her husband is such
and such an age, he has to see his doctor every 10 days, and the
prescriptions are so much, and that he needs surgery, and then ends
up and says, "Please vote for President Johnson's medicare plan,"
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if it were enacted it wouldn't pay them a nickel, not 5 cents, and
I think it is time for the people promoting these various plans to
tell the truth.
I think there are some plain facts and some work to be done before
anything that this committee or the Congress generally do that would
be just and fair to everybody.
I didn't mean to take so much time but I thank you.
Mr. Sioiv. Thank you.
Senator LoNG. Thank you very much, sir.
If there are no further questions we will call the next witness.
Mr. Mahlon Z. Eubank, Commerce & Industry Association of New
York.
STATEMENT OF MAHLON Z. EUBANK, DIRECTOR OF THE SOCIAL
INSURANCE DEPARTMENT, COMMERCE & INDUSTRY ASSOCIATION OF NEW YORK, INC.
Mr. EUBANK. Mr. Chairman and members of the committee, my
name is Mahlon Z. Eubank. I am director of the Social Insurance Department of the Commerce & Industry Association of New York.
Commerce & Industry Association of New York, Inc., the largest.
service chamber of commerce in the East, represents approximately
3,500 employers, large and small, in all branches of industrial and
commercial activity, including many corporations headquartered in
New York but engaged in multistate operations.
Through its committees on health insurance and on social security,
comprised of executives specializing in these fields from leading national business organizations, and its social insurance department, the
association studies and actively presents management thinking on the
Federal social security program and significant medical issues at both
the National and State levels.
The Commerce & Industry Association appreciates this opportunity to testify before your committee concerning the Mills bill (H.R.
11865) and proposals to provide medical care for the aged under the
social security system and to present effective alternative proposals.
The association recognizes that many expenses are reduced for individuals 65 and over, such as taxes, transportation, and the heavy
costs of raising and educating a family. The requirements of health
care, however, are apt to increase. Most elderly individuals can make
this transition with the aid of savings, insurance, pensions, and
employer-subsidized health and welfare plans.
A minority, however, encounter medical problems beyond their financial capabilities. Feeling strongly that senior citizens should have
all necessary medical care available to them through a combination of
individual responsibility and, where the need exists, governmental
assistance on a local basis, the association favored the passage of the
Kerr-Mills Act and actively supported its implementation in New
York State.
Commerce & Industry Association believes that any governmental
program (local, county, State, or Federal) providing medical care
to the aged shoulda limit assistance to those who really need it;
(b) provide comprehensive medical care to those in need;
36-453-64-42
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(o) maintain the present high quality of miledical care;
(d) not undermine self-reliance and individual responsibility;
e) place the responsibility for governmental assistance on the
local community, the State and Federal Goverments, in that
order; and
(f) be financed from general revenues.
While we believe it is meritorious for this committee to focus attention on providing medical care for the aged, we are convinced solution of the problem does not lie in providing this coverage under the
social security system. The Kerr-Mills Act, properly implemented
and amended, would do the job.
The association opposes any bill providing medical care of the aged
under the social security system. We oppose such legislation because:
The financial and actuarial soundness of the social security fund
may not be maintained if medicare is added to the social security
sTstem.
Commerce and Industry Association has been concerned with the
financially stability of the present social security system because the
combined assets (OASI and disability benefit insurance) decreased
from $23 billion at the end of 1957 to $20.7 billion at the end of 1963.1
It appears from the House Ways and Means Committee majority
report (accompanying H.R. 11865-1-1. Rept. 1548, pp. 20, 26, and 27)
that the fund will be strengthened because the latest cost estimates
under the 1961 act indicate that there is an actuarial deficit of 0.24
percent of taxable payroll for the combined system and this would
e reduced to 0.20 percent if H.R. 11865 is enacted.
The report (p. 30) further indicates that there again will be a
deficit of $383 million ($18,301 million minus $17,918 million) in 1965
but thereafter income will exceed outgo.
High income assumptions, intended to represent close to full employment, were used in determining future income and outgo. Apparently, unanticipated factors were not considered, such as the possibility of recession periods in the future when the outgo will be much
greater than income and the predictability of increasing longevity.
Adding a medicare trust fund to the present social security system
undoubtedly would create further actuarial deficits of the social security trust fund.
Presently the actuarial deficit of the OASI portion is 0.10 percent of
taxable payrolls and for disability benefits, 0.14 percent.
According to the report (p. 27) the OASI actuarial deficit will be
increased to 0.19 percent and the disability portion decreased to 0.01
percent.
If medicare is added to the social security system, a separate account in the trust fund with allocation of tax money would be maintained for it and it undoubtedly would have have an actuarial deficit the sane as that now present for the eASO and disability
insurance portions in the trust fund.
It will be difficult for Congress to know what taxes would be required to keep the portion in the trust fund for medicare financially
and actuarially sound. Outgo for the system now is based on cash
Attached to this statement Is a table showing the assets of both OASI and disability
insurance trust funds. The figures shown above are the combined assets of each in 1957
and 1903.
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benefits set out in the statute, and predictions of the future cost can
be made for new legislation by proper allocation of proposed cash
benefits to future beneficiaries.
Assumptions, of course, would have to be made for future beneficiaries but in making the prediction a specific figtire for cash benefits would be used. This would not hold true in making predictions of
future cost if medicare is added. Medicare payments to vendors not
only vary among different localities and within localities but also have
been increasing unevenly year by year.
This can be illustrated by how hospital daily service charges, the
major cost item if medical care is provided under the social security
system, have increased in the past, as shown by percentage in the following table; I have listed a table from 1940 down to the first quarter
of 1964. I want to call your attention in the fourth quarter of 1963 to
the first quarter of 1964 there has been an increase of 5.2 percent, and
from 1963 the average of 138 to the first quarter there has been an
increase of 8.1 percent. It looks like we are on another upgrade in
hospital costs.
(The table referred to follows:)
[957-59---100 percent]
Year

1940 ---------------------1950 ---------------------1951 ---------------------1052 ---------------------1953 ---------------------1954---------------------1955 ---------------------1956---------------------1957
----------------------

Hospital
daily
service
charge
Percent

Percentage
of
increase

25.4 -----------57.8
32.4
64.1
6.3
70.4
6.3
74.8
4.4
79.2
4.4
83.0
3.8
87.5
4. 5
94.5
7.0

Year

Hospital
daily
service
charge

Percentage
of
increase

Percent

1958 ---------------------1959 ---------------------39 0 ---------------------1901---------------------1962 ----------------------93--------------------(4th quarter 1963)--------1964 (1st quarter) .........

99.9
105.5
112.7
121.3
129.8
138.0
(140.9) ..........
146. 1

5.4
6.6
7.2
&6
8.5
R. 2

Mr. EUBANK. These things indicate, this chart indicates not only
uneven yearly increase in daily hospital service charges but also that
past experience in cost cannot be used as a basis to calculate future
cost. The pattern of the percentage of increases is upward and to
calculate such cost for medicare assumptions would have to be made
on what will happen in the future.
It would be difficult indeed to make proper assumptions of future
pay rates of hospital employees (now usually low), expenditures for
material and equipment when inflationary trends are considered, additions of expensive hospital equipment such as the "artificial kidney"
and that used in open- earth, surgery, utilization of hospital beds, and
so forth.
The actuarial status of that portion of the fund to be used for medicare cannot be reliably forecast. Cost would increase to 10 percent or
more each year within a decade if the present upward trend continues.
Cost estimates are unpredictable and could be easily underestimated,'
resulting in large actuarial deficits. When this occurs, there must be
The difficulty of making estimates based on the assumption that the benefit rate and tax
formula remain unchanged but that wages would rise is shown in a paper (P. 3, appendix)
entitled "The OASDI Trust Funds and the Pragmatic Political Process" by R. Al. Peterson,
vice president and associate actuary of the Equitable Life Assurance Society.
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a higher allocation of tax income to that portion of the trust fund for
medicare. (H.R. 11865 makes a higher allocation of tax income for
that portion of the trust fund for disability insurance to insure its
soundness. 2 )
This would result in an increase in the actuarial deficit of that
portion of the trust fund allocated to OASI and disability benefits
unless there were constant increases in the tax schedule and earning
base and I also want to call your attention and I have attached to my
statement a paper by Ray Peterson which shows what happens to
estimations when Congress amends the law.
The inclusion of medicare for the aged in the social security system
could cause an abnormal increase in social security taxes.
Since 1950 there has been a rising cost in providing old-age and
survivor and disability benefits under our social security system.
This is shown in the attached table, appendix page 1, which presents
the income and out-go of the fund from 1937 through 163. Better to
understand this table, the tax rate, earnings base, maximum tax withheld for each the employer and the employee, and the maximum
primary benefit are tabulated in appendix page 2.
Today, a worker earning $5,400 a year pays $174 a year in social
security taxes, with his employer paying an equal amount, and a
self-employed person $259.20.
This ultimately would increase to $259.20 each for the employer
and employee and to $388.80 for the self-employed if H.R. 11865 is
enacted into law. That would result in a tax boost of a little over
50 percent, without tax payments for medicare, in the space of 6 years
provided, of course, that Congress does not follow past practices and
increase the tax rate and/or earning base every 3 or 4 years.
A high,.r percentage would result if medicare is added to the social
security system.
It is logical to assume that Congress intends in the future to increase
social security cash benefits further than provided in H.R. 11865, to
keep pace with price levels or make further liberalizations in this
program. If a bill providing medical care is enacted, there will
follow insistent demands to provide medical coverage for beneficiaries
62 through 64, widows with young children, disabled beneficiaries, or
to provide a wider range of medical services for which older people
may feel they have far more need than for those proposed.
1f such liberalization in the social security program were to come
into being, it would be necessary, of course, to increase substantially
the payroll taxes on both the employer and the employee. Social security taxes then would be ahnost as burdensome for many individuals
as the income tax and, in some cases, more so.
Evidence of the size of the possible future tax burden may be found
in the Congressional Record of April 6, 1961 (pp. 5166 to 5169) where
Senator Carl T. Curtis, of Nebraska, introduced into the record the
testimony of Wilbur J. Cohen before this committee -when his appointment as Assistant Secretary of the Department of Health, Education,
and Welfare was up for confirmation.
2 Estimates made tinder the 1961 act for cost of disability benefits was significantly
higher than estimated (because benefits are not being terminated by 0eath or recovery as
rapidly as had been originally assumed). Accordingly, the actuarial balance for this program was found in an unsatisfactory position (p. 22. report of the Committee on Ways and
Means on H.R. 11865, H. Rept. 1548).
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In his testimony the now Assistant Secretary admitted he favored
increasing the tax base in steps up to $9,000 in this decade and Senator
Curtis brought out that the liberalization proposed would result in a
tax of 14 or 15 percent (7 or 7/2 percent on both the employer and
employee) on that tax base.
Incomes of those 65 and over are improving.
The median money income of our 65 and over population has increased. This income for married couples was $3,204 and for single
individuals $1,248 in 1962, compared with $1,956 (married couples)
and $635 (single individuals) in 1951. The percentage increase during this period was 63.8 percent for married couples and 96.5 percent
for single individuals."
A breakdown a)plying only to OASDI beneficiaries is shown in the
1963 survey of the aged made by the Department of Health, Education,
and Welfare; as reported on page 22 of the Social Security Bulletin
(March 1964), in 1962 married couples had a median money income
of $2,875, nonmarried men $1,365, and nonmarried women $1,015.
From 1951 to 1959, according to the survey, the median money incomes, even in constant 1959 dollars, increased two-thirds for couples,
more than doubled for nonmarried women, and advanced more than
50percent for nonmarried men.
Since 1959 there has been further improvement, as shown below:
Aged unit

Median income
1962

Married couples -----------------------------------------------------------Nonmarried men ---------------------------------------------------------Nonmarried women --------------------------------------------------------

$2,875
1,365
1 ,015

1959
$2 600
1,160
670

The median money income of those 65 and over, according to the
survey (p. 7 of the bulletin), does not reflect the contributions of relatives with whom many make their homes. A precise money value cannot be placed on the amounts such individuals receive. More than
one-fourth of the couples and more than two-fifths of the nonmarried
aged were members of a household with their children or other relatives.
It is also interesting to note that at the end of 1962 three-quarters
of all couples with man or wife 65 or over and two-fifths of the nonmarried aged owned their own homes. All this certainly indicates
that it is neither appropriate nor realistic to judge the economic wellbeing of the aged solely in terms of current money income or based on
their median income.
The primary reason for the increasing income among beneficiaries
65 and over, indicated by the marked rise in median income, is that
those under age 73 are better off by way of income than those over
that age. This trend in upward increase will continue in the future
because:
1. Many now in their seventies and eighties suffered from the effects
of the depression years in their working life and had little opportunity
to share in the economic growth of the country which followed the end
I See table 8, p. 2, No. 12, U.S. Bureau of the Census, Current Population Reports, "Consumer Income," series 60 ; and table 3, p. 26 of No. 41.
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of World War II. The newcomers to the ranks of the retired, however, spent their peak earning years during a period of prosperity and
were in a much better position to accumulate savings.
Furthermore, the rapid spread of pension plans during and after
the war, means that increasing numbers are receiving, and will receive,
substantial monthly pension payments.
2. Benefits would be higher based upon higher average earnings.
3. The 87th Congress enacted H.R. 10, a measure which enabled
self-employed individuals to establish pension plans for themselves.
In order to enjoy these benefits, however, they must also provide for
their own employees. The stimulus thus given to retirement programs
for the self-employed and their employees should accelerate further
the expansion of private pensions.
(See the November 16, 1963, issue of Business Week, p. 167, which
indicates a new interest in providing pension programs under this
act.)
4. At the end of 1960 about 600,000 individuals 65 and over received
income from annuities purchased individually or elected a settlement
under life insurance policies. The number of persons receiving support under veterans' compensation and pension programs is growing
rapidly due to the aging of World War I veterans. At the end of
1960, it was estimated, persons participating in these programs, including aged wives of veterans, numbered nearly 1.7 million.
There is every reason to believe that the improvement in the financial picture of those retiring will continue in the future. More and
more individuals will receive additional income from annuities or
from interest, rent, or dividends as a result of their savings.
An increased number each year will be covered not. only ) )elisioli
plan but. also by group insurance Policies or by union coiitracts which
provide continuance of health insurance or health benefit plans after
retirement.
V olhntary iunu rance is increasing.
In 1952, only 3 million persons age 65 -mnd o,er--)r 26 1 rcelt of all
such persons-had some form of health insurance coverage. Between
9 aid 10 million persons age 65 anl over were covered in 11962,. with
the proportion covered being either 52, 5-1. or 60 percent, depen0dina
upon which survey is used. 1
The gap will be'further narrowed bv:
(1) The extension of the "65 plans." Sevcral insurance cullpanies
have pioneered in lmass
enrollment l)lans of their own, offering eoverage without the usual evidence of good health, and in California
(western "65"), Connecticut, Massaehusef ts, .New York, North Carolina-Virginia, and Texas special legislation has Permitted insurance
companies to operate such programs jointly, and they are now in full
operation.
I Fifty-two percent-1903 Survey of the Aged, p. 16, Social Security Bulletin, July 1964,
published bv the Social Security dministration of the U.S. Department of Health, Education, and Welfare; 54 percent-National Center for Health Statistics (Division of the
Department of Health, Education, and Welfare), p. 6, Medical Care, Health Status, and
Family Income, May 1964, publIshed by same I lvislon and Department (percentages accordIng to Income bracket are also shown); 60 'percent-Health Insurance Association of
America. ,
Variationbetween 52 and 54 percent primarily due to the assumption in 1963 Survey
of the Aged that Institutional population was uninsured and the inclusion of this number
in the base; variation between 54 and 60 percent figures due to different method; of
methodology, both subject to technical variations and technical errors, according to the
Director'of the National Center fot Health Statistics. He also said the amount of coverage
is somewhere between 54 and 60 percent--see p. 38 of the July report of the Senate Subcommittee on Health of the Elderly.
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Many thousands of over-age citizens in those States have elected
voluntarily to purchase such coverage-or their children have bought
it for them.
Enabling legislation also has been enacted for similar joint operation in Michigan, Maine, Mississippi, Nevada, New Hampshire, New
Mexico, Ohio, and Oregon and programs in these States should be
in operation shortly.
Coverage Will increase materially when plans in all 15 States mentioned, and in others where legislation is pending, are in full operation.
It is interesting to note that in less than 2 years' operation, the "New
York 65" plan has enrolled approximately 130,000 individuals.
(2) Coverage of more and more individuals by group policies
which provide for continuance of health insurance after retirement
or give the employee the right to convert without evidence of health
status.
For example, within the last year, the companies in the Bell System
(American Telephone & Telegraph and its subsidiaries) have adopted
contributory health insurance plans which are available to their retired employees with the same benefits and at the same premimn rates
as apply to employees now working.
(3) Prefunding of health insurance. The 87th Congress enacted
legislation (Public Law 87-863) making it clear that sums set aside
currently for prefunding the cost of health insurance during retirement are deducted currently during working years for Federal income
tax purposes.
Present and future generations will have to subsidize medical care
for the aged under the social security system.
Medical care for the aged under the social security system would
have to be subsidized by present and future workers and their employers. This burden would be added to that of the existing program
under which they are required to subsidize payments for old-age and
survivors' beiiefits.
For example, the primary monthly benefit amount for an individual
who entered OASI in 1937 at age 38 and who retired on January 1,
1964 (with maximum creditable earnings throughout his working
years) is now $123, and it is $184.50 if he has a wife who is also 65.
Under H.R. 11865, the monthly benefit would be increased to $129.20
for the individual and to $193.80 for husband and ,vife.
If H.R. 11865 is enacted, in about 431/3 months, if single, he will acquire through his monthly benefit ($123 for 9 months and $129.50 for
around 341/fj months) the total value of the OASDI taxes with interest ($5,533 ') paid on his earnings by his employer and himself.
A married man receiving $184.50 for 9 months and $193.80 for 20
months will recover the same amount in a little over 29 months. Any
payments beyond the periods cited are subsidized.
Robert J. Myers; Chief Actuary of the Social Security Administration, gives a rough estimate of what the subsidy would be in his
I Actual taxes paid by both employer and employee from 1937 through 1963 total $3,510;
with Intrest added at 32, percent the total conies to $5,533.
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article "The Actuarial Financing Basis of the OASDI System," in
which he states:
Tho benefits that a new entrant. gets are not equal In value, over the long run.
to the contributions that he and his employer pay. Present older employees and
peoplle now oil the beneficiary rolls have paid far less In contrlbutlons-even ineluding employer contributions paid on their behalf-than the value of the
lbentllts that they will get. For those now on the rolls, It Is likely that they would
havo paid, at most, for about 10 percent of the benefits actually payable to
!hem,'

A more exact estimate can be made, however, on the basis of testimony given by Mr. Myers before the House Ways and leans Committee on November 18, 19013.
The l)reliminary tables for 1961, he said, list life expectancy for a
mai3 at age 65 at 13.1 years and at 16 years for his wife at the same
ago.
During those periods the benefit expectancy of a couple retiring
January 1, 1964, and both at. age 65), would be $34,091,' if Congress does
not increase the benefit amount set out in H.R. 11865 (benefits have
been increased four times in the last 13 years.)
Even with no increase in benefits tie subsidy would be $28,558
($34,091-$5,533 total OASDI taxes with interest). A much higher
subsidy would result for those who become entitled to benefits for
shorter periods of coverage. The subsidiary, however, would be about
one-third lower for single individuals.
The disparities in benefit amounts compared with tax contributions
can only mean that present and future workers will have to subsidize
OASDI benefits. Why, in addition, must the burden of paying for this
generation's medical ca:re be loaded on today's workers and employers
and on their children and grandchildren and their employers?
KERR-NILLS

ACT

Criticism of the Kerr-Mills Act at this time is unjustified.
State legislatures as well as Congress are inclined to be conservative when new social legislation is enacted. In adequacies can be corrected bv amendmnent wien there are sufficient guideposts to determine costs and the type of additional services to be added. Such maturing of a program takes time.
For example, the original Social Security Act was enacted by Conges in 1935. Extensive and significant changes have been made
since that date by amendments to the original act.
Some laws amending an original act ]lave made rather extensive
changes to correct inequities. Among these laws are the Social Security Act Amendments of 1939 (53 Stat. 1360), the Social Security
' This excerpt appears on p. 57 of the report of the Committee on Ways and Means on

H.R. 11865-I. Rept. 1548.
S See hearings before Committee on Ways and Means on H.R. 3920, House of Representatives. Sstll Cong., pt. I. p. 57.

4 This figure would be around $32,000 If present benefit rates are used.
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Act Amendments of 1946 (60 Stat. 978), the Social Security Act
Amendments of 1950 (64 Stat. 477), the Social Security Amendments
of 1951 (68 Stat. 1052), the Social Security Amendments of 1'956
(70 Stat. 807)? the Social Security Amendments of 1958 (72 Stat.
1013), the Social Security Amendments of 1960 (74 Stat. 924) and
the Social Security Amendments of 1961 (Public Law 87-64).
H.R. 11865, the proposed Social Security Amendments for 1964,
carries out this pattern and again makes extensive and significant
changes in the social security program.
A review of the legislative history of the Social Security Act shows
that the first, amendment was made in 1939, 4 years after the original
act was enacted. The Federal Kerr-Mills Act took effect on October 1,
1960, about 4 years ago, and State acts implementing it followed at
later dates.
W e feel there is ample justification for giving the Federal-State
Kerr-Mills program of medical assistance for the aged an even longer
period of trial before subjecting it to destructive criticism, illustrations
of which were documented by Senator Karl E. Mundt, Republican,
of South Dakota, and presented to the 1-ouse WVays and Means Committee at its hearings on November 17,1963.
(Statement reproduced in the Congressional Record of the same
date, pp. 7155-7157-Extension of remarks of lon. Steven B. Derounian.)

If Senator Mundt does not appear before this committee, each
member may wish to read his statement in order to know of the barriers and obstacles placed in the path of implementing the Kerr-Mills
program.

Certain constructive criticisms, however, have been made and it is
regrettable that the inequities they indicated are not corrected in
H.R. 11865.
Commerce & Industry Association has studied those inequities and
its views on how they should be corrected follow.
Possible amendments to Kerr-Mills Act and to the tax law: Even
with limited experience with the Kerr-Mills medical assistance program, we believe that the act can be made more effective by amend
inents. These are our suggestions for amendment of the Kerr-Mills
Act:
(1) Provide for a. single matching formula, for medical care for
individuals 65 and over, regardless of whether or not the individual
is eligible under the Old-Age Assistance (OAA) or Kerr-Mills Act
(MAA). The present matching formula for public assistance would
still be applicable to pay medical expense for individuals under 65 and
to pay day-to-day living expenses for all.
Under the present matching formula the States receive less money
to provide medical care to the neediest of old-age assistance recipients
(OAA) than is provided to them to pay for medica-l care to recipients
who have sufficient resources to meet regular expenses other than med-
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ical bills (MAA). This has resulted in a few States providing a
more generous program under their MAA program than they do
under their medical program for OAA recipients.
The enactment of this amendment will not only help to cure this
defect but, also enables States to correlate standards and requirements
under both OAA and MAA.
(2) Provide that any statement of a claimant for medical assistance
for the aged, if made under oath or affirmation and on such form as
may be prescribed by the State agency shall, insofar as such statement
relates to the financial status of such claimant., be presumed to be factually correct for purposes of determining his immediate eligibility
for such assistance. Penalties would be provided for any false statements revealed by subsequent audits.
The welfare aspects of the present program would be overcome by
such an amendment. It would also prevent the delay in providing
medical care alleged to be due to cumbersome investigation procedures
in some of the States.
An amendment on this subject, except for the requirement of postaudits and penalties, has been introduced by Senator Dirksen (S. 305).
(3) Eliminate State family responsibility laws, except for the
spouse (applicable in 12 States), provided that provisions for recoupment from the estate of the aged individual (after death of the surviving spouse) are strictly enforced.
'his suggestion, if enacted, would make it easier and quicker for
the(4)
qualified
individual
65 and over
to obtain
needed medical
Provide
the same snatching
grant
for administration
costcare.
as now
is provided for the cost of medical care.
At the present time the Federal Govornment makes grants up to
80 percent for medical care of those 65 and over, and only 50 percent
of the cost of administration of the program. The enactment of this
amendment will help States with low per capita incomes and encourage them to expand their present medical care programs.
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In addition to these proposals to implement the Kerr-Mills Act, we
suggest that the income tax provisions of the Internal Revenue Code
be amended to permit an income tax deduction for payment of health
insurance premiums and medical expenses of persons 65 and over who,
but for the support test, would qualify as dependents of the taxpayers
making the payments. Such a proposal, if enacted, would encourage
children or brothers and sisters to make such payments for the individual 65 and over and thus help to reduce the cost for medical
expenses under the MAA program.
The problein of providing adequate medical care to those 65 and
over is not solved by placing such care under the social security system.
Our reasons for this statement have been presented here and by our
testimony at the hearing before the House Ways and Means Committee on January 22, 1964, on H.R. 3920 (pt. 3, p. 1694). Serious
problems, as presented by this statement and our prior testimony,
would arise by use of the social security system in providing medical
care to those 65 and over.
We believe it is far better to reserve the payroll tax for the social
security system of retirement, survivorship, and disability benefits
which are related to replacement of income. Whatever the Governinent needs to do in the area of health care for the aged should be
supported by appropriation of general revenues. This will safeguard
the orderly development of the retirement, survivorship, 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 by the Kerr-Mills approach will provide
for a more equitable distribution of the fiscal load.
I wish to thank you.
(The attachments referred to follow:)

APPENDIX
[Reproduced from Social Security Bulletin, April 1964, published by the Social Security Administration, U.S. Department of Health, Education, and Welfare (p. 26)1

Status of the old-age and survivors insurance and disability insurance trust funds, by specified period, 1987-63
[In thousands]
Receipts
Period

Net contribution
Lncome and

transfers I

Net interest
received 2

Transfers
under
financial
interchange
with railroad
retirement

Expenditures

Benefit
payments

account 3

Assets at end of period
Invested in
U.S. Goveminent

Administrative expenses'

Cash
balances

securities I

Total
assets

Old-age and survivors insurance trust fund
Cumulative January 1937 to December 1963 5 7................

$115,928,457
$7,918,332
Calendar year:
1940 ........................................................
325,004
42,861
1941 -------------------------------------------------------789,298
56,159
1942 -------------------------------------------------------1,012,490
72,271
1943 -------------------------------------------------------1,239,490
88,250
19
.----............--------------------------------------1,315,680
106,741
194-5 -------------------------------------------------------1,285,486
134,318
1946 . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1,295,398
151,592
1947 -------------------------------------------------------1,557,911
164,186
1948 -------------------------------------------------------281,201
1,687,820
1949 -------------------------------------------------------1,669,975
145,662
1950 -------------------------------------------------------2,670,771
256,998
19 51-------------------------------------------------------3,367,200
417,267
1952
.......................................................
3,818,911
365,221
19 53 -------------------------------------------------------3,945,099
414,167
1954 .......................................................
5,163,263
446,777
1955 -------------------------------------------------------5,713,045
453,612
1956 -------------------------------------------------------6,171,931
525,540
1957 ........................................................
6,825,410
555,575
1958 -------------------------------------------------------7,565,797
551,666
1959 -------------------------------------------------------8,051,972
532,246
1960 -------------------------------------------------------10, 866, 294
515,744
196 1-------------------------------------------------------11,284,951
548,052
12,058,809
526,228
1963 - - - - - - - - - - - - - - - - - - - - - - - - - - - 14,541,451
521,373

-$1,804, 530 8$101,022,350

----:::-----:::
..............
..............
..............
..............

21,146
7, 439
-5, 220
-124,1,588
441

--82, 048
--318,389
-331,734
-360, 788
-422,523

1962
Decem ber ----------------------------------------------------52.5,303
193,4,4 ............
January -----------------------------------------------------177,438
February ----------------------------------------------------1,810,795
March --------------------------------------------------------1,190,372
April --------------------------------------------------------899,717
May ----------------------------------------------------2, 717,964
7
- - - - - -- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - June --------------1,184,.35
A,, ....
.,
t -- -- -. -----...
July
....---.---... .... . .. .... ....
... .... ..---- SO, 176
---------------

2,858
18,920
3,520
20,147
24, 610
180.953
2.347
10.
-"31

429388
.....-.. ..... .
...
r I....
11O
-------------------------------------------------------42'9,38
N ctober
ovem ber
----------------------------------------------------1, 507, 973
- ..
I...
D ecem ber ------------------------.

39,77
.
20,4771

i

4')c..,er

-422, 523
--- -- - -

-

- ..
-

I..

I
I

.$2, 539,529

$17,153,513

$1,326,867

$18,480,380

35,354
88,083
130,675
165,938
208, 972
273, 885
378.104
466,193
556,174
667,164
961,094
1,85,201
2,194,129
3,006,298
3, 670,162
4,968,155
5,714,610
7,347,347
8,326,966
9,841,641
10,676,628
11,861,589
13,356,411
14,216,.567

26,203
26,158
27,898
29,455
29,201
29, 971
39,739
45,561
51,277
54,265
61,330
80,798
88,019
87,732
92,186
118, 633
132,031
161,522
194,491
184,184
203,289
238,868
255,883
280,619

2,016,500

2,030,706

2, 736,400
3,655,434
4,778,834
5, 966, 834
7,054,424
8,078,734
9,268,481
10,555,761
11,727,994
13, 330, 649
15,017,325
16,960,377
18,291,238
19,862,520
21,101,865
21,830,552
21,565,885
20,953,408
19,151,165
19,128,245
18,404,279
17,060,022
17,153,513

14,206
25,521
32, 676
41,624
37,873
66,231
71,067
91,663
165, 953
87, 928
390,618
522,409
481,342
415,719
713,275
561,238
688,601
826,972
911,014
989,602.
1,196,255
1,321,032
1,277,243
1,326,867

2,761,921
3,688,110
4,820,458
6,004,707
7,120,655
8,149,801
9,360,144
10,721,714
11,815, 922
13,721,266
15,539,734
17,441,719
18,706,956
20,575,795
21,663,104
22,519,153
22,392,857
21,864,422
20,140, 766
20,324,499
19,725,311
18,337,265
18,480,380

1,134,064

- 3, 792

17,060,022

1,277,243

18, 337, 265

1,144,216
1.156,924
1,170,866
1,185,124
1.190,585

32.238
25,525
28,071
24,114

16,178,883
16,516,145
16, 570, 744
16,044,311
17, 747,008

1, 1,At 225

26.354

28, 644
32, 417'

1. 194, 631
1,191. 993
1

in...
3,49

I

j

25,494
.'
( 7'. 1

17,613,190
1,k .87.33

.
.i It
6.85,80
26, &23.802
'.'
--- 'I

1, 472, Z19
1,412, 585
1,649,644
1,472, 582

I

I

1,325,894
1, 33 , 163
i
. Ii.
1,63,23j
!-

-4,
-1,1 08

17,988,374
17,983,329
17,693,954
19,219,590
18,939,083
18,
22Z .5

8,

87I

1. 187,-",.

1--2. a
O ctober --------------------------------------------------------

429, 388
:20,477
N ovem
ber--------------------------------------------------------------------------------------------------------1,507,973
23,980
D
ecem ber

957,764

----

198,840 ---------

1,1-,9001,190,
,583

1,201,729

25,494
25,974

-22,886

2 6,823.802
17,076,208

17,153, 513

III
o r.,n
-~.dnm
I

1,363,422

I1.426,412

1,326,867

I

18,187. 224
18,502, 620

18,480,380

Disability insurance trust fund
Cumulative, January 1957 to December 1963 -----------------$6, 751,058
$325,036
Calendar year:
1957........................................................
701, 566
7,240
1958 -------------------------------------------------------965,509
25,091
1959 -------------------------------------------------------891,229
40,201
1,009,926
1,038,020

53,252
1961 -------------------------------------------------------65,729
1962 -------------------------------------------------------1,046,192
67,622
1,098,617
65,902

-$8,956

21,980
4, 851

-5,148
-11,030
-19,609

1962
Decem ber ----------------------------------------------------46,539
29,890 ..............
1963
Jan uary ------------------------------------------------------19,745
217 -------------February -----------------------------------------------------139,937
1,255 -------------March --------------------------------------------------------81,711
268 -------------A pril ---------------------------------------------------------79,374
978 -------------M ay ----------------------------------------------------------197,724
935 -------------Ju n e ?---------------------------------------------------------94,233
30,206
-19,609
J uly ----------------------------------------------------------35,013
228 -------------A ugust -------------------------------------------------------158,729
1,320 -------------Septem ber ----------------------------------------------------77,514
342 --------------O ctober -------------------------------------------------------34,406
1,056 -------------Novem ber ----------------------------------------------------110,676
1,657 -------------Decem ber ----------------------------------------------------69,556
27,440 -------------I January 1937 to June 1940 equals appropriations transferred (estimated net proceeds
of taxes after deduction of estimated administrative expenses); July 1940 to December
1950 equals taxes collected; beginning January 1951, equals amounts appropriated (estimated tax collections with suitable subsequent adjustments). Beginning 1951, includes
deposits by States under voluntary coverage agreements. For 1947-51 includes amounts
appropriated to meet costs of benefits payable to certan veterans' survivors. Beginning
1952 for the old-age and survivors insurance trust fund and 1959 for the disability insurance trust fund, includes deductions for refund of estimated amount of employee tax
overpayment.
2
In addition to interest and profit on investment, includes annual interfund transfer
of interest on administrative reimbursed expenses, to the old-age and survivors insurance
trust fund from the disability insurance trust fund, 1958 to date (see footnote 4).
3 The purpose of the financial interchange provision of the Railroad Retirement Act,
as amended, is to place the trust funds in the same position in which they would have
been, had railroad employment always been covered under the old-age, survivors, and
disability insurance systems. Transfers include: interest from railroad retirement
account to old-age and survivors insurance trust fund on amount held to the credit of
the trust fund, 1954-57; beginning 1958 from old-age and survivors insurance trust fund
and 1961 from disability insurance trust fund to railroad retirement account (principal
and interest); and from railroad retirement account to disability insurance trust fund,
July 1959 and June 1960. Negative figures represent transfers to the railroad retirement
account.

$4, 532,917

$299,259

$2,115,374

$119, 588

56,675
248,958
456,722
568,167
887,137
1,105,050
1,210,208

2,783

37,403
57,756

67,641

611,946
1,320, 758
1,793,379
2,179,930
2,323,975
2,256,199
2,115,374

63,242
312

, 97,448

98,887
97,466
101,404
99,360
99,803
10"2,376
99,588
100,638
101,127
104,636
101,705
103,219

12, 477
49,995

36,229
3, 686
66,449

291

291
368
303
303
454

298
298

266

33
64,153

$2,234,963
1 649, 349

111,704
119,588

1,378, 514
1,825,206
2,288,839
2,436,617
2, 367,903
2,234,963

2,256,199

111,704

2,367,903

2,187,393
2,197,803
2,195,842
2,180,899
2,233,924
2,277,244
2,205,497
2, 251,531
2,247, 938
2,177, 324
2,164, 452
2,115, 374

101,273
134,297
116,542
112,109

2,288,666
2,332,100
2,312,384
2,293,008
2,391,561
2,393,712
2,328,904
2,388,018
2,364,456
2,295,015
2,305,339
2,234,693

31,828

108,908
112,'643

157,637
116,468
123,408

136,487
116,518
117,692

140,887
119,588

I
1
-1
__
4 Represents net expenditures for administration. Beginning 1951, adjusted for reimbursements to trust fund of small amounts for sales of services. Beginning 1953, includes
expenses for central office building construction. Since the January 1957 inception of
the disability insurance trust fund, most administrative expenses are paid initially from
old-age and survivors insurance trust fund with subsequent reimbursement, plus interest
(see footnote 2), from the disability insurance trust fund for the allocated cost of disability
insurance operations. The Treasury Department is regularly reimbursed from the
appropriate trust fund for its expenses as incurred.
8 Book value: Includes net unamortized premium and discount, accrued interest
purchased, and repayments on account of interest accrued on bonds at the time of purchase.
8Includes transactions of predecessor funds, the old-age reserve account, January
1937 to December 1939.
7 Revised to correspond with Final Statement of Receipts and Expenditures of the
U.S. Government, unless otherwise noted.
9Total reflects cumulative adjustments made in 1954 as a result of the changeover
from "checks paid" to "checks issued" basis in the reporting system of the Treasury
Department.
Source: Monthly and Final Statement of Receipts andlExpenditures of the U.S.
Government and unpublished Treasury reports.
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Tax table under the 8ooial security aY8tem
Employer and employee, each
______________ -________

YeOr

1937-9-4
19M0............................

Tax rate
(percent)

9 ----------------------1.0
-. - .- ........
1.5

Wage base
$3,000
3,000

Maximum
tax
withheld

Maximum
primary
benefit

$30.00
45.00

$60.00
80.00

1051 ...............
5
1............................ 1.5
3,600
54.00
1952- -----------------------------------------5 3
1.5
3,600
54.00
1954
9
54...........................................
2.0
36A00
72.00

80.00
85.00
108.50
108.50

1057-58 ............
-----------------------------2.25
1959 ---------------------------------------------2.5
1060-61 -----------------------------------------3.0
1962 --------------------------------------------3.125
1963-04 -----------------------------------------3.625

1555-6 ------------------------------------------2.0
4,200

84.00

4, 200
4,800
4,800
4,800
4,800

94. 50
120.00
144.00
150. 00
174.00

108.50
110.00
120.00
125.00
127.00

5,400
5,400
5,400
5, 400

205.20
216 00
243.00
25P. 20

133.40
133.40
133.40
133.40

II.R. 11865 I
1965 -------------------------------------------1966--7
.
..-----------------------------------1968-70 -----------------------------------------1971 and thereafter ---- _-------------------------

3.8
4.0
4.5
4.8

I Proposed tax amendment-present law on $4,800 base:

1965-------------------196"7 ................

_

THE OASDI TRUSTS FUNDS AND THE PRAGMATIC POLITICAL PROCESS

The social security financing method, has been described as developed by
a "pragmatic political process." 1 No truer words have been written as will be
evident from the following analysis.
A key indicator of one of the sources of the financial strength of social security
financing Is the ratio of the amount of the trust funds to the current rate of
benefit payment. In other words, how many years' payments will the trust funds
cover at any time? An official publication, "Financing Your Social Security
Benefits," OASI-36, May 1064, states:
"The trust funds serve two important purposes:
"1. The Interest income on the invested assets of the funds helps to keep the
social security taxes lower than they would have to be if the money In the trust
funds were not invested.
"2. They are assets to draw on in temporary situations when current income
is less than current outgo."
The degree to which the trust funds are able to fulfill these purposes is indicated by the relation of trust funds to the rate of benefit payments.
As to the benefit of interest income, we may first note that under a fully funded
private retirement plan, Investment income provides from 40 to 50 percent of
the amount required to pay benefits. In the report to the Committee on Ways
and Means for the proposed Social Security Amendments of 1964 (H.R. 11865),
interest on the existing trust fund is estimated to reduce the "level-cost" (constant tax rate requirement) of 9.80 percent of payrolls by 0.19 percent or only
2 percent. This 0.19 percent is of the same magnitude as the estimated actuarial
deficit under the bill of 0.20 percent which is considered so Insignificant that the
actuarial balance is "well within acceptable limits."
The capacity of the trust funds to meet "temporary situations when current
income is less than current outgo" is indicated by the following exhibit of
actual and projected ratios of the respective trust f funds to yearly rate of benefit
payments.
Actuarial study No. 49, app. I, Social Security Administration.
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.Ratio of tru8t fund8 to benefit payments of the year
OASI TRUST FUND
19th
(1969)

Trustees
report

20th
(1960)

21st
(1961)

22d
(1962)

23d
(1963)

24th
(1964)

H.R. 11865
report

Short-term projections
Year:
1958 ---------------------

2.6

2.6

2.6

2.6

2.6

2.6

2.6

1959 -----------------------

2,

2.1

2.1

2.1

2.1

2.1

2.1

2.1

1.9

1.9

1.9

1.9

1.9

1.9

2.0
1961.------------------...

1.8

1.7

1.7

1.7

1.7

1.7

2.0

1.7

1.6

1.4

1.4

1.4

1.4

2.1

1.7

1.6

1.4

1.3

1.3

1.3

1960...................

1963_ - - - -- - - - 1962 ..................

1964 ------------------ I ......
-1.8
1.7
1.4
1.2
1.2
..........
..........- 1.7
1965 ----------r..........
1.5
1.2
1.2
-.---...-..--------1966 ----------------..-...
..---------1.7
1.2
1.2
1967 ---------------------..........
..........
.....................1.3
1.3
1968 ---------------------..........-..........
..........- 1.4
..........
..........
1969 ------------------------------ n- term---project-o--intermedi at........
cost-s

1.2
1.0
1.0
1.0
1.1
1.2

Long-term projections (intermediate cost estimates)
1970 .....................
3.4
1980 ---------------------4.7
1990 ......................
4.9
2000..................
6.5

2.9
4.1
4.3

2.6
3.7
3.9

5.1

4.6

2.4
3.5
3.7
4.4

2.6
4.1
4.4
5.2

1.9
3.0
3.3
4.1

DISABILITY INSURANCE TRUST FUND
Short-term projections

I
Year:
1958 . . . . . . . . . . .

4.7

7.0

7.0

7.0

7.0

7.0

7.0

1059 ---------------------3.8

3.6

3.6

3.6

3.6

3.6

3.6

1960 ---------------------4.8

3.8

3.8

3.8

3.8

3.8

3.8

1961 ---------------------5.8

4.7

2.8

2.7

2.7

2.7

2.7

1962 ---------------------5.8

5.3

2.6

2.5

2.2

2.2

2.2

1963 --------_ ----------- 6.7

5.3

2.5

2.3

1.8

1.8

1.8

1964 ---------------------.......... 6.0
2.5
2.1
1.6
1.5
19M ......................
..........
..........- 2.3
2.1
1.5
1.3
1966 ---------------------..........
..........
..........- 2.1
1.3
1.2
1967 ..................... ..........
..........
..........
..........- 1.1
.8
1968 ..................... .....................
..........
..........
.......... .6
1969 ---------------------..............
Long-rojections - i.termediat
-------tei

1.4
1.3
1.3
1.3
1.2
1.3

Long-term projections(intermediate cost estimates)

1970 --------------..---...
5.2
1930 ---------------------4.9
1990 .....................
6.3
2000 ---------------------8.3

10.8
15.9
20.4
35.3

2.8
1.5
.4

2.8

1.5
.4

0.2
(2)

0.1
(2)
(2)

I Benefits extended below age 50.

I Exhausted in 1971.
8 Exhausted in 1993.
These ratios are not published, as such, in the trustees' reports but are computed from actual figures in the reports.
Upon analysis, the most significant feature of this array of ratios is that the
successive projected figures steadily decrease. For example, in 1959 the projected
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OASI ratio for 1063 was 2.1 audthe acutal was 1.3. Also, in 1959 the projected
OASI ratio for 1970'was 3.4 and the projected ratio currently (11.1R. 11865) drops
to 1.3. An extrapolation of the trend of the figures from successive reports to
future reports leads one to the conclusion that future actual experience will be
materially less than that projected. In other words, one would be Justified in
being very skeptical as to the validity of all projections and would reasonably
expect that the ratios will be less than indicated at any given time. Has the
actuary done a poor job? Not necessarily at all. lie also taken the benefit and
tax provisions as they are at the time of projection with no allowance for future
changes. An actuary cannot anticipate what future political actions will be.
An excellent professional Job has been done. The real culprit is the "pragmatic
political process." As periodic amendments are made, the taxes required for
added benefits are spread into the future by the very nature of the financing
method. On such occasions, the value of additional taxes payable as to present
p/embers is usually only a modest fraction of the value of benefits they will receive. In addition to this feature, current benefits may be increased with a
deferred tax provision. For example, in 1961, the retirement or work test was
liberalized with ft resulting substantial increase in current benefit outlays. But
the cost of this change was covered by shifting the tax rate effective in 1969 to
1908. Then, under, H.R. 11865, the tax rate for the 5 years 1966 through 1970
is decreased from 91/1 percent to 9 percent (although applicable to a higher wage
base) and the year for the ultimate level is shifted from 19068 to 1971 with the
rate changed froln 9 percent to 9.6 percent. Deferments of this kind, which
are typical of the political process, account in good part for the lower and lower
projections of trust fund growth.
It is evident from the trend of the figures displayed that it is very unlikely that
the trust funds will ever become much more than equal to 1 year's benefit payments. Does this provide ample provision to serve the second purpose cited
agbvoe
Projections of the dollar amount of the OASI trust fund have some interesting
characteristics. Here are the figures for 1970 and 1980 taken from trustees'
successive reports.
[In billions]

R,,ort
19th (1959) -----------------------------------------------------------------20th (1960)

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

21st (1961) --------------------------------------------------------------22d (1902) .............
-----------------------------------------------------23d (1963) -------------------------------------------------------------24th (1964) -------------------------------------------------------.........
H.R. 11865 -----------------------------------------------------------------

1970

1080

$50.3

$98.7

45.5

88.8

36.0
27.6

75.5
64.6

41.3
40.1
44.8

81.0
79.3
96.1

In the g2d annual report, certain so-called medium-term projections were intluded based on the assumption that the benefit and tax formulas remain unchanged but that wages would rise. Although the report warned that it was
unlikely that the assumptions would be realized, the Social Security Administration put out a booklet "Financing Your Social Security Benefits" (OASI-36
March 1962) that Included a chart (with moneybags) indicating that, using
these medium-term projections, the OASI trust fund would amount to $53.7 billion in 1970 and $153 billion in 1980. After some criticism of this publication
as grossly misleading, the next Issue of the booklet (OASI-36 November 1962)
omitted the $153 billion figure and its associated moneybag but kept the charted
line, now dotted, extending to the same $153 billion point. The latest issue of
the booklet for May 1964 omits the chart entirely but with no explanation. Will
the Social Security Administration take positive steps to correct the grossly erroneous 1962 booklets? Enactment of H.R. 11865 will require substantial downward adjustment of the figures that appear in this paragraph from the current
booklet:
"Income to the program as a hole is expected to exceed outgo over the 5 fiscal
years 1964 through 1968 and the combined assets of the funds are estimated to
I1'crease by about $5 billion by the end of June 1968. There will be an estimated
$6.2 billion increase In the old-age and survivors insurance trust fund and a $1.2
billion decrease in the disability insurance trust fund."
The actual increase will be only about one-half of that indicated. This aspumes, of course, no further amendments before 1968.
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In summary, the pragmatic political process has produced an essentially payas-you-go financing method. The trust funds' Interest earning role is so minor
that It hardly deserves nention-it value has been greatly exaggerated. The
present and prospective magnitude of about 1 year's benefit payments constitutes
a modest provision to absorb temporary fluctuations and any substantial economic
recession would melt it away very rapidly.
R. M. PETERSON,
Fellow, Society of Actuaries.
JuLy 20, 1964.

Senator LONG. Thanks very much. You have given us a lot of good
information here.
In.your State, have you undertaken to determine just how much the
Government is )resently spending on niedical care?
Mr. EUPIANK. No. You mean under the Kerr-Mills Act?
Senator LONG. Under'all of them.
Mr. jIJ,\NK. No, I haven't. I have made some estimations on the
soiudness of the fund. I know a, little bit. about New York but I don't
know generally. I think there was some testimony introduced in the
record yesterday that would show, as I recall, ai-ouind $250 million this
year and $450 million the next year. I believe that was introduced
specifically in the record yesterday at the request of Senator Smathers.
Senator LoN,(. Well, I think thiat if you lake a look to see what the
Federal Government is spending, for exaniple. starting witb your veterans' programs as well as what we are spending on a matching basis,
and then adding to that what the States are putting up on a matching
I)asis and what they are putting Il) to provide care on their own motion
in programs in effect, long before we ever had any Federal aid, then
adding what the cities are doing, I think you will find the figure is
extremely large. If you look at what the Federal Government is
doing 1)611s what the states are doing in this field, we have not been
inactive.
Mr. EuIINxiK. I have not made a check on that, Senator, but I think
it would be a good point, to put in some statement at some time.
Senator LONG. It is interesting to notice some of these figures you
have about hospital care. In Louisiana, we have a very expensive State
hospital system. About. 50 percent of all hospital days are spent in
oiur State hospitals.
But I think the figures indicate that the average case stays in there,
in these State hospitals, about 50 percent longer than in a private hospital, and the reason appears to be almost entirely human element.
In other words, a person is not paying for it himself, he feels,
"Well, while I am here f might as well get lhe benefit of all these tests
and no )oint in going home and making Mamia look after e. If I
stay up here a while longer, I won't be a burden on mother and the
cliildren when I come )ack so I will just, stay around here until I am
ready to go to work."
Mr. EuBNK. In one of the social insurance bulletins recently, and I
have it and can show you, it.shows the people on public assistance stay
loimger in hospitals than others (o, and it also shows the utilization i-e
of people who have insurance rates stay longer.
Senator- LO.NG(. If a person is really concerned about the expense of
it themselves, that the question tends to be "Doctor, can I go home
today?*'
36-453-0,4-43
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Now, on the other hand, if someone else is paying for it, oftentimes
it is a question of "Doctor, must I go home today, can't I stay a while
longer until I am perfectly recovered?"
Mr. EU-BANx. It is quite surprising about how people react. Now,
my own mother was just the opposite when she was in the hospital.
Other people that I know want to get home. They are afraid if they
are in the hospital too long they are going to die.
I think you have two reactions in this respect. I believe that if you
had free hospitalization there would be a tendency of a person to want
to stay a bit onger and you might have a higher utilization rate.
We have another problem on utilization rate, too, Senator, that is
just the reverse. There are a large number of proprietary hospitals
coming into New York and we had to have legislation passed this year
to have them get consent because we found out with proprietary hospitals coming in we had a lower utilization rate than some of the
other hospitals, which caused a higher tax rate.
Senator LoNG. One of the most expensive economies ever practiced
in the Louisiana system at a time when the State was short on money
was to eliminate what we called a free ambulance service.
We used to have an ambulance that would go get someone and bring
them to the hospital, more often the ambulance was to take them
home.
Now, when the State, as an economy measure, undertook to eliminate that ambulance service they found it cost the State a lot of money
because you have some of these terminal cases, for example, where if
a person isgoing to die, he is not going to die now, but a trminal case
of cancer might hang on for 6 months to a year, and the State would
need that hospital bed for somebody that they could cure. But you
can't just put those people out on the streets, so for lack of an amlbulance the relatives would refuse to come take them home. If you had
an ambulance you could take them home and you could explain to
them they have to take this person, perhaps their father or mother, and
look after them because the State has done all it can do. That being the
case, it was time that the relatives had their responsibilities of their
father or uncle or whoever the person might be to take them in the
home and provide care the best they could.
In other words, it. is not just a job for the State. A lot. of this is a
burden on the individual people who provide medical care for their
relatives.
fr. EUBANKi. For their own relatives, I agree with you. I might
say there are two things you might be interested in.
One, New York has amended their Kerr-Mills program to pay for
transportation to and from the hospital. They found out in doing
that they could have care at the hospital and it would avoid them holding off and having high hospitalization.
Also Governor Rockefeller has appointed a committee under the
chairmanship of Marion Folsom to study hospital costs in New York
State. ie has 10 areas of hospitals that he wants to have them look
over. If you want a copy of the bulletin covering the Governors' commnittee, I would be glad to mail you one or several if the rest of the
committee would want to read it.
Senator Loxn. 'Fle point I have in inind is that I don't know
whether these estimates take into account our own experience.
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If we are going to provide this care at Government expense, you had
better expect your costs to be about 50 percent greater than you are
anticipating because that is our experience for what we provide in
Louisiana, and we do provide a tremendous amount of medical care
there.
Mr. EUBANK. I believe that is true and I think the doctors are going
to have to work on that. I think they would be more inclined to work
with you on the Kerr-Mills approach than under the King-Anderson
approach.
Senator BENNEtr. Mr. Chairman, that is a live quorum, I have no
questions, I have no questions of Mr. Eubank. I think he has given
us a lot of good information.
Senator CURTIS. I will be very brief.
Everyone who earns any money has to pay social security tax.
Mr. EUBANK. There are still some people, but generally speaking.
Senator CURTIS. I mean the people who have to work with their
hands, do hard work.
Mr. EUBANK. Yes.
Senator CURTIS. And when they apply the social security tax you
do not get any $600 exemption for yourself and the members of your
family,lisn't that correct?
Mr. EUBANK. That is correct.
Senator CURTIS. The poor people who make a few dollars have the
social security tax taken out from the first dollar; isn't that correct?
Mr. EUBANK. That is correct.
Senator CURTIS. The blind person, when he learns to do something
and work with his hands, is taxed at these high social security rates
from the first dollar, isn't that correct?
Mr. EUBANK. That is right.
Senator CURTIS. The physically handicapped man, who pulls himself up to a bench and, with great effort, makes a few dollars has to
pay the social security tax on every dollar of it.
Mr. EUBANK. On every nickel; yes, sir.
Senator CURTIS. Yes, sir.
Now, can you find any altruistic reason why those people should be
taxed to pay the hospital bill of somebody wlio is more able to pay it
than the person who is paying the social security tax?
Mr. EUBANK. No, sir. That is one of the reasons that I brought out
in one of my meetings. I do not believe they should have to pay for
the hospital bill of somebody else. We are already paying a lot of
subsidization of, people who are now retired on their own retirement
benefits. I don't think there should be any subsidization in medical
care.
Senator CmRrs. I am not critical of any person who has a misunderstanding of King-Anderson. I am critical of the proponents who
understand. If they told all the facts about it there won't be many
people for it.
Senator LoNo. Let me just say this, as one of those who supported
and helped sponsor the Kerr-Mills proposal and as one who would like
to amend this to make it a better program as we go along, and to provide more adequately for health care: I personally prefer a system
of supporting medical care in which you have some'regard for 'ability
to pay such as our general revenues are incurred, as compared to what
is the most regressive tax that anyone ever levied.
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The social security tax, I would say, is as regressive as any tax tha
we have, is it not?
Mr. Eu1,miK. That is true. They would not get any deductio
for it. I believe that the best criticism that, has been made of th
Kerr-Mills Act is that it pays more in matching formula than th
GASI pl'ogran does. This lhas resulted in some of the States hayi
a better program for those that are not as needy than for the neediestThis is one of the things that I think should be corrected in the
Kerr-Mills Act, because I think this criticism is constructive aid
it has worked in two States I know and has been one of the vetoes
for Kerr-Mills, particularly in Indiana anld Missouri.
They said they couldn't correlate the two with two programs and
I thinfc this is one of the things we have to correct.
Senator LONG. In St'ates-1n Ireas where the State has had available to it large amounts of money on a, matching basis and those
States have done nothing about it, would it not seem to you that those
States ought to move to match what we have made available in order
to provide more adequate eare for their people before they come to us
asking us to give them a whole new programm?
Mr. EUmANK. Well, I think so, too. But, there are some of the
States that. have poor I)rograilis, and being fair a)out the whole thing,
and looking at some of the States, their own State budget is very high
oil education and health, an1d I thiik l)erhil)S we ought to hel l ) them
out a little bit. more.
This is gtolug to (ost New York money in the long run for those
States, )ut I think ori board took a little courage in sa yu ing this. They
ieed a little uor n1011ev 110nw ill order to elicoilrage Ilhel to have -a
little bet ter Kerr-Mills "11ogain.
r;.
y.e ryT'ich.
Senator o
Thank
The mext witness is Mr. IPau I1). Hill, Interniational Association of
lslilth 1Umlerwriters.
STATEMENT OF PAUL D. HILL, PAST PRESIDENT OF INDIANA
STATE AND INDIANAPOLIS ASSOCIATIONS OF HEALTH UNDERWRITERS
Mr. I-[1L. Mr. Chairman and menimhers of the conmnlittee, my name
is Paul 1). Ilill, 1 amn past president of boti the In(liala State and
the inidiallapolis Associatios of health Un1derwriters. I come before this committee as a representative of tIlie international Association of health Umllderwriters. lld oi behalf of that organization, I
wish to thank youm, all of you for giving us tile opportunity to present,
our test inmonv ill opposition to coimpulsory health care for those 65 and
over, paid for-by social security' taxation.
01r organization, I lie Inter'national Association of Iealth Underwriters, is made u ) of imore than 5,000 lmemlbers, in over 90 State and
local associations all over tle country ,
It is our menibers. almig with members of the National Association
of Life [ nderwriters and the property-casualty insurance agents, who
sell and service health insurane-who every day contact people about
their health insurance needs.
Our mnenbers are constantly in touch with people in practically
every State: our mnemblers are constantly in touch with people-oir
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i1melWors have the Op)orunity to "feel the pul.e," as it were, of the
Amiericai l)lblic. Anl so I WA-olII like to talk to you for just a few
1iiites aboiit the way peol)le arol11d the coiintry feel about this
subject.
Before, I do, let's juention just a few statistics, since they are so
vital to a subject of this kind. Other organizations ANill, wve know,
iiielude others and I have tried to avoid those to avoid dul)Iication.
Today, the total cost. of welfare plans at. tle Fe(leral level is $31
billion per year. In addition, the total cost of welfare plans at tlhe
State and local level is $12,700 million. We are already spending, as
. nation, almost $45 billion per year on welfare plans. How nuch
more can we aIford ?
Already, inore than .5million Amierican families are pa)yilng Inore in
social security taxes than they are paying in Federal income taxes.
This is the point the Senator'brought out just a moment ago. That,
figure was comnpilel before the latest income tax cuts, so today the
figure is undoubtedly even larger.
Under the social security tax law now on the books, the tax rate. is
631/, percent of the original tax rate. Under present law, the tax
rate from 1908 on will he 4621/ percent of the original tax rate. T he
actual tax paid, for those making $4,800 per year, is now 580 percent
of the original maximum social security tax.
These, amounts and rates are all based on present law, and do not
take into account either the social security legislation of 1964 already
passed by the House of Representatives, or any "medicare" benefits.
Under the social security bill passed by the House, after 1970 the
tax rate would be 480 percent of the original rate. And the actual
tax would be 864 percent of the original tax, for those making the
maximum taxable in each instance. Again, the figures are without
any provision for "medicare" benefits.
Senator BENNErr. May I stop you at that point, Mr. Hill?
Mr. IILL. Yes, sir.
Senator BENNET. When you say 480 percent. you mean they are
just a little less than five times as high?
Mr. HILL. This is right; yes, sir.
Senator BENNETT. Wouldn t it be more clear to say that the figure
of 3621/2 percent is more than 31/2 times as high ?
Mr. HILL. Yes, sir; this is correct.
Senator BENNETT. And this goes on down?
Mr. HILL. Yes, sir.
Senator BENNE.P. And the last figure would say that the actual
tax paid would be more than 81/2 times as high as the original tax for
social security?
Mr. HILL. Yes, sir.
This is under the bill that has been passed by the House.
Senator BENxiTr. Thank you.
Mr. HILL. Many economists believe that 10 percent of payroll is
about the largest social security tax that can realistically be levied.
lhe latest social security revisions passed by the House call for an
eventual tax of 9.6 percent-very close to that maximum figure again
with no consideration given to taxing for the cost of "medicare"
benefits.
According to the most recent census, in 1960, 70 ]percent of families
over 65 owned their own homes, completely paid for. Half the
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6,200,000 families over 65 at that time had incomes exceeding $3,00C
per year. Where the head of the family worked that income was over
$5,200.
"Medicare" benefits would involve much larger social security
taxes-just how much larger, no one call say for sure. Insurance
actuaries, basing their assumptions on billions of cases, say that costs
for the "medicare benefits" that have been proposed would be twice
what Health, Education, and Welfare experts say they would be.
Social security is supposed to be of greatest benefit to those in lower
income brackets. Yet at the present time, 90.9 percent of all social
insurance tax contributions are made by people with incomes of less
than $10,000 per year.
How about cost projections? In 1949 the estimate was made that
social security bene its would reach $12 billion per year in 1999. They
reached that amount in 1961, 38 years ahead of schedule. Are projections about the cost of a "medicare" program likely to be much better?
The University of Michigan Survey Research Center completed a
survey of the financial condition of older folks in 1962. It showed that
people 65 and over are actually better off, financially, than any other
age group in our Nation.
Some tine ago-I have not given you the exact year there, I am not
sure whether it was 1961 or 1962-the Conference of Catholic Charities
conducted a survey of the financial condition of older folks among
what the conference itself described as "lower middle income" parishes,
in St. Louis, Cleveland, and Buffalo.
When asked who would pay for hospitalization if it were necessary,
over S0 percent of all those surveyed said they had hospitalization insurance, savings, or,potential help from children or other relatives.
I have l)ersonally visited with a number of hospital administrators
about this problem'. And without exception, they report that the age
grou) from which they have the most trouble collecting hospital bills
is not older people-but young married people who are in debt for
babies, houses, automobiles, TV sets, and so forth.
Now let's talk for just a moment about the thinking of people around
the country. First., I would like to mention the surveys taken by your
colleagues'in the House of Representatives. We k1now you are already
familiar with them, but anything that so closely reflects the thinking
of the American people should certainly be included in these hearings.
In 52 polls taken among their constituents by Congressmen in 1961
and 1962, a majority of tiose replying were againist-ing-Andersontype legislation'in 33 instances; in only 19 instamnees out of 52 were they
i favor.
Through July 30, 1964, single choice, "yes or no" polls taken by
members of the 8Sth Congress totaled 51. In only 9 of the 51 did
the largest percentage of those resl)onding favor the social security
approach.
In addition, seven "multiple choice" polls, attempting to discover
what method people preferred for paying hospital bills for the needy
aged, were taken.
In not.one did a majority of those responding favor a social security
Finance Committee are, we recogSenate
approach. All of you on the
figures.
nize, already familiar with these
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Senator Cui-ris. May I interrupt right there?
Mr. IhLL. Yes, sir.
Senator CuirIs. Those polls are ii) face of the great amount of iisinformation that is put out about King-Anderson and similar proposal,
isn't that right?
Mr. IhLL. Yes, sir; this is true. There was one poll taken in favor
by a representative who in his poll asked this question.
He said: "Wouldn't it be nice if you could have all this for a quarter
a week ?"
And on that particular poll he got a yes.
Senator CURTIS. I am not condo emning any person, bu the fact remains that there is a very widespread amount of misinformation and
lack of information on what the King-Anderson bill will do, who will
pay the taxes and what the old folks would get out of it, isn't that
correct?
Mr. HILL. I think this is absolutely true, Senator.
Senator Cuims. Yes.
Mr. tIuiT. We believe that one other statistic should be mentioned.
The Kerr-Mills law is now in operation in 37 States, plus the District
of Columbia, Guam, Puerto Rico, and the Virgin Islands. More
States are passing laws to implement that program every legislative
year.
Just one more poll. When I learned I was coming here, I decided
that it might be of benefit to this committee if I brought you the latest
thinking of the people of Indiana. So I asked one of the 12 radio
stations in Indianapolis to ask the following question on one of their
public service programs, with answers to be sent to me.
The question was used on an evening program on Thursday and
Friday, August 6 and 7, and on Monday, August 10. To be tablilated,
an opinion had to be in the mail on Tuesday, August 11, so that I
would have it the next day.
In so short a time, I believe you will agree the number of replies
is amazing, particularly when you consider that the question was on
radio 3 times on only 1 station out of 12, and that people had to compose their own letters, postcards, and telegrams after hearing the
program, and that people acted purely on a voluntary basis. The
question was worded in as unbiased a manner as it could be:
Do you favor the present Kerr-Mills law, which is a Federal-State
cooperative law which pays all medical bills for people 65 and over
who cannot pay their own, or do you favor a compulsory approach
under social security which would cover everyone over 65?
People were asked to send their replies directly to me at my home.
The results:
Total number expressing an opinion
-------------------------325

Total number in favor of King-Anderson-type legislation ----------------3
Total opposed to all social programs or In favor of Kerr-Mills legislation-- 322
Percent favoring King-Anderson
------------------------------1
Percent favoring Kerr-Mills
--------------------------------99

I would like to comment here on just two things, I frankly was very
much surprised at this. I did not think that the preponderance again
would be so great, and secondly, I was amazed at the number of people
who, with an opportunity to get their thinking before this committee,
who were in favor of medicare under social security did not bother
to even write.
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I have all of these opinions here with me. I have brought them heie
in this book, and if I may I would like to turn them over to this coinmittee as a sampling of the people of Indiana on the bill you are
now considering, is that permissible?
Senator LoxG. We can keep it for the committee files, not for the
recor-d.

Mr. HILr,. May I turn it in ?

Senator LoNo. Yes, sir.

information referred to will be found in the files of the
(The tee.)
cornmit
Mr. mL. I have also included here the thinking of about 200 members of our own association. all over the country who have sent me their
thinking and I would like, if I may, to turn this over to the committee,
too.
In summary, for some reasons that we, as members of the International Association of Health Underwriters, believe are equally as important as all of the statistics that have been mentioned in this report
and elsewhere.
Our members constantly deliver claim checks in practically every
hospital in the country. We are thoroughly aware that when a person is hospitalized, the family budget can be wrecked, family finances
can suffer a definite setback. And it is unquestioned that when this
happens to an individual age 65 or over, particularly if lie is retired,
his ability to recover by earning money is se ,erely curtailed or even
ioexistent.
But health cam, problems of those 65 and over are problems of in-

dividuals-not problems of an age group. There are many' millions
of older Americans who are perfectly capable of taking care of their
own financial needs, be they for hospitalization or ofherwise-and
who without question prefer to do so.
During the last 4 or so years, it has been my personal privilege to
make more than 100 talks on the subject of medicare from groups
as small as 30 or 40 to groups as large as 700 or 800, and on radio and
television where for practical purposes it is impossible to measure the
number who are listening.
It is amazing how many older people attended these meetings, even
in inclement weather. I'will never forget a night that was 5 below
zero in northern Indiana, when the wind was blowing probably 30
miles per hour. I spoke at, a meeting that was attended by more than
300 people.
After the meeting, one of the people who came to the front. of the
room to speak to me told me that she was 84 years old, and that she
was unalterably opposed to legislation of this kind. I don't even
know her name, but to me she represents the thinking of many of the
people over 65 in our country-proud, independent, self -sufficient and
self-reliant; who want the feeling of self-satisfaction that comes from
knowing that they have taken care of themselves-that they are in
debt, to no one--that they have not needed a. social program to pay for
their needs. I have talked personally to hundreds of other Americans
just like this lady, and surveys indicate that there are millions more.
Social security taxation is becoming an increasing burden to the
younger people of this country. Yet few of them would shirk their
obligation to the older people of our country-and such an obligation
definitely does exist.
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But that obligation is to the people who cannot care for their own
needs-it is not to every one on the automatic event of his or her 65th
birthday. The obligation of society is to the people of any and every
age who are unable to care for themselves.
In the health care field, we are meeting this obligation to people 65
and over through the Kerr-Mills law and State programs, and to
younger people through State and Federal programs of public assistance. These should be maintained at a level that will inwvA the needs
of those less fortunate in our society.
But no law should be passed which will make everyone who does
iiot need a Federal medicare program subject to such a program. We
believe that this is the thinking not only of the International Association of Health Underwriters, but also of the majority of the American
people.
Thank you for allowing us the privilege of presenting our testimony
at this hearing.
Yes, if I may, I would like to add two points that are not on here
that had to do with subjects that have. been previously discussed this
ImOrlilllg.

Is that permissible?
Senator LONG. Yes.
Mfr. IhLL. Very, briefly, one of the questions that Senator Smathers
brought lpl)before he left. the room was this: The question there has
been a lot of misinformation, as Senator Curtis referred to a moment
ago, about both social security and the medicareplan, and the question
hais been asked or the statement has been made whichever way we
prefer to look at it, that. isn't it a good idea for people to save during
their working years in order to pay for things that they want after
retireiment.
And I think ever-yone who agrees with the free enterprise system or
with individual initial ive agrees that this is true.
I would like to l)oint out that this has been represented as being true
of )oth social security and medicare and nothing could be further
from the trlth.
5Tust as a specific case in point, I would like to mention, for example,
a man who has been under social security since the law first became
effective Jamary 1, 1937, who retired January 1, 1964, and who has
paid the maximum amount of social security taxes every year since the
law was enacted : if he has paid that maximum amount of taxes, he has
paid $1,758 in social security taxes.
If he amid his wife both live out their actuarially anticipated lifetimes they will draw $36,200 in benefits.
Senator LoNG,. It seems to me we should recognize that peol)le are
saving. You put these figures in the record in your statement, stating
I hat 70 percent of families over 65 own their own homes completely
P11 id for.
If we are going to take out 10 percent of their income for social security taxes it will be 15 percent in tile next 10 years. If you are going
to take out 15 percent of their income for social security taxes , plus
al)oit 20 percent for costs of general government of the United States.
let the States get to them for about another 5 or 6 percent, by the time
the government gets through with them we take about 50 percelit of
their come from them in taxes. Then you are not going to have any
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70 percent of them who own their own homes by the time they get to be
65 because the government just wouldn't be leaving them that much on
which to live.
Mr. HILL. I think that is exactly true.
Senator LONG. So as a practical matter they do have savings and if
they fall sick or fall on bad times that is an asset against which they
can borrow a very substantial amount of money if they need it, otherwise the home. would never have been paid for to begin with.
Thrrey would have had the mortgage on the home in the first instance.
So, I think it is well to keep in mind that people are providing for these
things. They may not be thinking about it that way but when they
have a life insurance policy, with cash value, they have a home that is
debt free, and they have an automobile and things of that sort, they do
have assets or savings which are resources that they can call upon if
they need them.
That has been the tradition of this country, at least up until now for
the first 200 years of the Nation's existence anyway. Wle save and
provide for our own needs when these things arise.
One thing that does concern me somewhat is this argument that you
should not have any needs test in connection with this. It may sound
fine, let's not have any needs test, but if you are talking about taxing
someone who can't afford to pay in the first instance, some man who has
a wife and five or six children to provide for, making $3,000, and taxing
him money he can't afford to pay, and taking that to provide medical
care for someone who is well abfe to pay for it, it doesn't quite square
with the theory of social justice that when you charge someone to
provide a service for someone else, the person who is paying should be
the one who is better able to pay than the person who is receiving.
Mr. HILL. This is one thing that has been very confusing to me as to
whv the needs test has been objected to so strenuously in regard to
medicare, as we call it, when most of our other Federal, State, and local
programs, Federal programs, contain a needs test for assistance.
Senator BE.NEr. I would just comment that earlier in the hearings
I put into the record a list of'10 of the major Federal assistance programs which do involve a means test, and I can't find any program
except the King-Anderson proposal which does not involve a means
test.
We are breaking into new territory on the theory that everything we
have done in the past somehow embarrasses and humiliates, those who
have received Federal benefits or subsidies apparently just to talk
about their medical care means we suddenly are supposedly going to
embarrass and humiliate them when we as]c them how well they are
prepared to either take care of themselves or contribute part of the
costs of the program.
Senator CURTIS. In the interest of saving time, I won't say much.
You had a very fine paper and gave us a lot of information.
One question: Isn't it true that an individual might be a veteran of
many years' combat, if lie has ample means to pay his bill in the vet.
erans' hospital he is required to pay it, isn't that true?
Mr. HILL. Yes, sir.
Senator CuniTis. That is all, Mr. Chairman.
Senator LONG. I asked this question and I have been supplied the
answer I believe to be the correct answer. Here is a statement of Fed-
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oral expenditures for medical and health-related programs on an
agency bqsis. I believe I will have this put in the record at this point.
The total net budget (xpenditures for health in 1963 were, at the Federal level were $4,663,500,000.
Now, the 1964 estimate, and the year is far enough along to know
low it would work out, was $5,214 million or an increase of $600 nillion roughly, and for next year the estimate is $5,408 million, an increase of another $200 million based on estimates.
My guess is we will spend more than that. So we are, at the Federal
level, spending a great amount of money on health now.
Senator BEiNNmr. Isn't all of that subject to a means test?
Senator LoNG. Not all of it because part of it comes under the
Veterans' Administration, and the Defense Department. But there
is most of it would be and there is a tremendous expenditure here.
Thanks so much.
Mr. IILL. Thank you.
Senator LoNG. That was pags 399 of the budget of the Government
of the United States for 1965.
The next witness is John B. O'Day.
STATEMENT OF JOHN B. O'DAY, APPEARING ON BEHALF OF THE
INSURANCE ECONOMICS SOCIETY OF AMERICA
IkIr. O'DAY. Mr. Chairman, and members of the committee, my name
is John B. O'Day, and I am appearing oil behalf of the Insurance
Economics Society of America, an organization devoted to the study
of all forms of social insurance. My home is in Northbrook, Ill.
It is with a deep sense of responsibility we appear before this Senate
committee to give testimony in opposition to proposals which would
add hospital and nursing services to the already underfunded social
security OASDI program.
These proposals are not new. They have been around in one form
or another for over two decades. Congress has rejected them time
after time, year after year, because they are fiscally unsound; they
impose a tax burden onl the current wage earnr to provide inadequate
medical care for all over 65 in order to reach t,minority in need; and
they have been rejected because of the adverse effect they would have
on the American philosophy of life.
That there is a growing and urgent need for this type of legislation
proponents have argued for years. But the facts are that the magnitude of the actual need and its urgency have been diminishing rapidly
due to the farsighted measures taken by previous Congresses and the
demonstrated desire and capability of the private sector to provide
the best health care for the entire population, aged iveluded.
There are those who would hav e the American people believe that the
legislative branch is impervious to the need for medical care of our
aged-that a congressional deaf ear has been turned to the problem. A
review of the legislation which has been passed by this body to alleviate this problem indicates that nothing could be further from the
truth.
I refer to the old-age assistance program which provides our indigent aged with not only complete medical care but with food, clothing, and shelter as well.
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I refer to the Kerr-Mills Act passed by Congress in 1960. Ker
Mills involves local legislation which is designed to fit the realist
needs of the aged as determined in their own locale and by local publi
officials who are acutely aware of prevailing conditions locally. TIh
l)roblems of the aged in one area of Ihe country can be as different
from other areas as the climate, topography, economic conditions, an
population density are different. Congress recognized these differ
ences when it passed Kerr-Mills allowing each State the latitude t
tailor its own plan to fit its own needs.
I might add parenthetically that the medical profession and th
business community with few dissidents supported this huinanitariar
legislation.
In providing comprehensive medical care to those aged who hay
the financial resources to provide for themselves in every other way excel)t, medically. Congress has demonstrated its ability to recognize the
basic problem and to solve it expeditiously. The problem was kept in
)erspective and a logical solution in line with American philosophy
was conceived, legislated, and has been and is )eing further imlplemnented.
While Congress concentrated on solving the l)roblemns of those aged
who are unable to provide for themselves. the insurance industry has
been working on thie problenis of the majority who are able and willing
to 1)rovide for their own medical care.
Over 10 million of those over 65 are carrying health insurance under
a variety of policies, many of which did not even exist when Congress
began to concern itself vith the problem. Hospital, surgical, and
1i o'r medical coverages for those now over 65 have been devised and
are readily available to all who apply irrespective of )ast health
history.
To those under 65 a wide variety of health insurance policies are
available. Guaranteed lifetime coverage is being offered by more and
and more companies. New group insurance concepts include coverage
beyond retirement.
With each passing year more and more will enter retirement status
with health insurance similar to that which they carried throughout
their earning years.
Further, the insurance industry, which has always been alert to the
progress constantly being made by the medical profession, can be expected to respond'with new coverages to the ever-changing medical
needs of all segments of the insuring public.
As in the last, health insurance coverages of the future will evolve
under a keen competitive atmosphere with benefits to include every
advance in medical treatment for old and young alike.
In a relatively short time tremendous progress in the financing of
medical care has been experienced by both the public and private
sectors, each in its own domain.
To measure this progress" one need only turn the calendar back 10
years to .atime before widespread medical care insurance for the aged
had even been conceived.
Terms like senior citizen policy, major medical, State 65 plans, and
open enrollment were unheard of. During this period, when little
insurance coverage for the elderly was available, Congress considered
and rejected the idea of social security financed medical care time
and time again.
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The wisdom of this course of action has been proved by the subsequent phenomenal public response to voluntary health insurance
coupled with the enactment of MAA.
If social security financed medical care was considered unsound in
the 1940's and 1950's before health insurance was universally available
and before IAA was enacted, is it not an even less sound proposition
todlay?2
This committee has heard testimony as reflected in the House bill
being considered concerning the actuarial imbalance of the OASI
trust fund, the inadequacy of the disability fund, the necessity to raise
the social security taxable wage base by 121X percent and the tax rate
itself to a degree just short of 10 percent of taxable payroll.
How long could this system, currently lacking in financial stability,
stand up under the addition of a proposed medical care trust fund
which promiises susbtantial deficits from the very outset.
What changes in the tax and the tax structure would be necessary
in the future as continuous pressure was placed on Congress to expand
the rather limited benefits which have been proposed.
And does anyone seriously contend anything other than once the
Government is established as having a responsibility to provide medical care for one segment of the people, it would rapidly extend its
responsibility to include all the people.
A study of the history of social security, the periodic expansion of
benefits and the continuously increasing taxes clearly marks such a
course. One is inclined to ask if a system of compulsory Government
health insurance for all is being advocated.
Ill conclusion, there is one further ominous aspect to a government
system of medical care and perhaps American citizens would consider
it to )e the most compelling argument against such a system. That is,
a serious curtailment of indiv idual freedom. An invasion of privacy
into an individual's personal health history which has always been
held at inviolate is a penitent's confession to his priest or minister.
Prol)onents of Government medicine discount this argument and
even reverse it by 1)roinising that individual freedom of choice and
privacy would be in fact preserved.
But should this statement stand unchallenged when the truth is
that each participating hospital would have to have the approval of
the Secretary of Health, Education, and Welfare and that each participating doctor would have to have his approval also. Does not control of the hospital and control of the doctor also means some control
of the patient ?
There is ample evidence throughout the world that free choice of
doctor, hospital, and even the method of treatment cannot long exist
under a government health insurance program.
Freedom of choice must give way in any confrontation with government regulation for would it not be far from prudent to allow
I)illions of public funds to be spent without close supervision and
regulation by government?
In fact, isn't this what the Supremne Court meant in 1942 when, in an
agricultural subsidy case, it ruled "It is hardly lack of due process
for the Government to regulate that which it subsidizes."
Mr. Chairman, may we again urge this committee to continue its
efforts in helping the'aged who are unable to help themselves and to
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vote against those proposals which would increase social security taxe,
for Govermnent-controlled medical care for persons who can provide
for themselves.
We thank you for allowing us to testify.
Senator LONG. Thank you,sir.
Any questions?

Senator BENNrTr. No questions.

Senator CURTIs. I would like to ask unanimous consent to submit
for the record an article on medicare from the Washington Star of
May 1, 1964, and another article from the St. Louis Globe-Democrat
of April 30, 1964.
Senator LONG. They will be placed in the record.
(The newspaper articles referred to follow:)
[From the Evening Star, May 1, 1964]
MONEY AND POLITICS-DEMOCRATS PUT CASH INTO MEDICARE FIGHT
(By Walter Pincus)
Funds from the Democratic National Committee provide an important source
of revenue for the National Senior Citizens Council which, according to its own
literature, "has been the acknowledged leader in the national campaign to
mobilize public support for a program to finance aged hospital insurance through
social security."
In seeking members, the council describes itself, however, as a "nonpartisan
organization of independent senior citizens groups and individuals."
The council is holding its annual convention in Washington the weekend of
May 8-10 with President Johnson and a group of administration officials scheduled to speak.
SILENT ON RELATIONSHIP

As the medical profession's political action organizations have chosen not to
disclose the candidates who will receive the $3 million they plan to distribute
this year. so the council and the Democratic National Committee have chosen to
remain silent-until now--on their financial relationships.
Records on file with the Clerk of the House, however, show that in the first 2
months of this year, the Democrats contributed $15,000 to the council. Last year,
$40,000, or almost one-third of the council's reported budget came from the Demzocratic National Committee.
SEEN AS VOTING BLOOD

The council acts as a political education center for 1,700 affiliated senior citizen
clubs with combined memberships of about 1.5 million. Though these affiliated
clubs are-for the most part-nonpolitical, the council has sought to involve
them in such things as congressional letterwrlting campaigns on behalf of medicare and other issues, including increased Federal aid for senior citizen housing,
opposition to "fair trade" legislation and support for the proposed National Service Corps.
"The Senior Citizens Council," said a spokesman for the opposition American
Medical Political Action Committee (AMPAC) recently, "represents an attempt
by the administration to weld senior citizens into a voting bloc." Though the
AMPAC man was unaware of the Democrats financial support of the council, he
seems to have been fairly accurate in his assessment.
There are some 18 million Americans 65 and over, most of whom are retired.
Polls show that this group-which votes more conscientiously than younger
groups-tends to be strongly conservative in outlook and thus heavily Republican
at election time.
In the 1960 elections, a Senior Citizens for Kennedy Committee was formed to
try to make political capital of the medicare issue. The effort was impressive
enough to cause the Republicans to set up their own senior citizens division within
their national committee.
In August 1961, former Congressman Aline J. Forand-sponsor of the original
medicare legislation-and some veterans of the Kennedy campaign group established the Senior Citizens Council. Though the basic effort was to enlist support
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of the thousands of old age clubs across the Nation for medicare, there was also
the possibility that the senior citizens could be wooed into supporting Democrats
rather than Republicans at election time, since the Democratic Party as a whole
was more oriented in favor of Federal support for senior citizens legislation.
FIGURES ARE DISPUTED

Through a monthly newspaper, mass rallies, petition campaigns, and education
workshops, the council has kept the medicare issue in the public eye. One of its
brochures also lists "supported Congressmen and Senators who supported medicare" as one of its activities.
The election support referred to, however, Is strictly educational. The AFLCIO and some affiliated unions--particularly the Steelworkers-have been handling the direct financial contributions to promedicare Congressmen through
COPE and the United Steelworkers of America Voluntary Political Action Fund.
AMPAC Director Joe Miller told a business audience in January, 1963, that
in the 1962 congressional elections, COPE sent financial aid to 42 marginal
House candidates. Of these, Mr. Miller went on to say, AMPAC contributed to 30
candidates on the other side. The result, according to Mr. Miller, was victory for
25 of the doctor-supported men. Union leaders dispute his figures.
There is little doubt that with AMPAC studying 77 congressional districts for
contributions, they again will be squaring off directly against COPE candidates
during this fall's election.
Along with the Democratic National Committee, the Senior Citizens Council
depends upon labor unions for both financial and administrative assistance.
For example, at least 4 of 13 council field representatives primarily represent
labor unions in their particular cities.
CONTRIBUTIONS LACKING

Clubs affiliated with the council are supposed to contribute $10 apiece for
membership, but council officials admit not all of them do. "The old folks just
don't have money to spend this way," a council spokesman said recently.
Asked about the propriety of the Democratic Party contributions to his organization, Council Information Director William Hutton said the money was
used partially to cover costs of printing pamphlets on social security and writing
Congressmen. Mr. Hutton noted that a Republican, Dr. Arthur Larson, former
Eisenhower administration official, was on the council's board of directors. He
added, the council would accept funds from the GOP National Committee if they
were offered.
[From the St. Louis Globe-Democrat, Apr. 30, 1964]
DEMOCRATIC PARTY AIDS
NATIONAL TREASURY

MEDICARE UNIT

GAVE $15,000 THIS YEAR TO SENIOR CITIZENS' GROUP

(By Edward W. O'Brien)
WASHINGTON.-The National Council of Senior Citizens, which describes itself
as the voice of 2 million elderly people who favor the medicare health proposal,
is in reality receiving a sizable portion of its financial support from the Democratic National Committee.
In the first 2 months of this year, the Democratic Party's national treasury
contributed $15,000 to the council, according to a report filed with Congress by
the Democratic committee.
The contributions were in $5,000 checks January 3, 22, and February 14.
The Senior Citizens Council's budget for the entire year for funds from all
sources is $150,000, Information Director William Hutton said.
In 1963, the Democratic National Committee's contributions to the Senior
Citizens Council totaled $41,000, represented by checks February 1, June 4, and
July 23.
$5,000 TO START

In 1962, when the council was getting started, it received a check for $5,000
from the Democratic treasury. This was March 30.
The Senior Citizens Council had its founding convention in May 1962. It
had been organized on a temporray basis in August 1961.
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Though the council's support of medical care for the elderly financed by
social security has been its reason for being from the start, the council's financial
tie to the Democratic National Committee has been much less obvious.
In a press release last January 10, the council's self-description was that the
group "includes more than 1,701) afliliated older peoples' clubs in nearly all
States, with a combined mt-mbership approaching 2 million older people."
"Its prime goal," the press release continued, "has been to build support for
fi(1 uniderstanding of social security-flulanced health care for older Americans."
PUSH FOR MEDICARE

Tie big push for medicare was launched by President Kennedy and is being
continued by President Johnson. The proposal is opposed by most Republican
Congressmen and by organized medicine through (lie American Medical
Associat ion.
lit all interview, Mr. Hutton, the Senior Citizen's Council spokesman, said he
could not give a breakdown of his group's sources of income.
le said that not all of the Golden Age Clubs are able to pay a $10-a-year
charter fee to the national group here, many individual members give $1 for
a golden card, he said.
Supporting groups also help, he said, and they include some church groups,
labor unions, and some political groups.
Asked about the political groups, lie said the Democratic National Committee
helped last year In paying for promedicare information kits for high school
debaters.
Asked about tile 1964 gifts from tile Democratic treasury Mrs. Hutton said
tmat money is being used to update a promedicare film called "For All the Rest
of Your Life." The illm is being changed to include a talk by President
Johnson.
lIe described the council as nonpartisan and as not taking any political side,
though it announced in 1962 It would support all political candidates who will
support medicare.
"We seem to have carried the ball more than anyone else o1 medicare," Mr.
IIutton said.
The national council will hold its annual convention here next week. The
acting president is John W. Edelman, former legislative representative of the
Textile Workers Union. The first president, former Rhode Island Democratic
Representative Aime J. Forand, has relinquished the position because of poor
health.
One of the council's major efforts was the countrywide series of l)romedicare
rallies around the country in the summer of 1962. They Awere billed as a grassroots mobilization of medicare support.
Though the rallies were listed as sponsored by the National Senior Citizens
group and its local affiliates, much of the work was done by Federal Government
personnel, sonic of them hired specially for the purpose.

Senator LoNG. The next witness will be Mrs. Bessie Gottlieb, National Council of Senior Citizens. We are pleased to have you here
today.
Would you identify the young lady who accompanies you, Mrs.
Gottlieb?
STATEMENT OF MRS. BESSIE GOTTLIEB, VICE PRESIDENT, CHICAGO
AREA SENIOR CITIZENS ASSOCIATION OF CHICAGO, ILL.; ACCOMPANIED BY DEBORAH GOTTLIEB
Mrs. GOTP'LIEB. This is my granddaughter, and she is very active
in civic problems and so I thought I would bring her with me so she
could know how ways and means people conduct their programs, and
so forth.
Senator BiENETT. Mrs. Gottlieb, I think we should honor her by
having her name in the official record.
Mrs. GOTTLIEB. I-Ier name is Deborah Gottlieb.
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Senator BENNErr. How old are you, Deborah?
Miss GOrVLIEB. Well, I am 11.

Senator CmRTIS. I want to say, Mr. Chairman, we are delighted to
have Deborah; and, Mrs. Gottlheb, before you start, the full title of
your group is the National Council of Senior Citizens?
Mrs. Goi-mLl B. Yes, I represent them, and I also represent the Chicago area of Senior Citizens, which comprises of about 110 small clubs
with a membership of about 3,500. Then I am honorary president of
the President's Council of the Jewish Community Center. They have
about 22 senior adult clubs comprising about 2,500.
Senator CURTIS. Are you familiar with the name of Mr. William
Hutton?
Mrs. GorTIB. What is that?
Senator CURTIS. Are you acquainted with the name of Mr. William
Hutton?
Mrs. Go'r.B. Hutton ?
Senator CURTIS. Yes. He is assistant director of the Senior Citizens.
Mrs. GOT'rLIEB. Of the National Council.
Senator Loxo(. Mrs. Gottlieb you can )roceed as you would care to
and then we could have questions if it would be satisfactory.
Mrs. Gorrixm. May I.
Mr. Chairman and members of the Senate Finance Committee, as I
told you before, I am vice president of the Chicago area association of
the senior citizens, consisting of 100 clubs in all with a membership
of about 3,500, and I am also honorary president of the President's
Council of the Jewish Community Center with 22 clubs throughout the
metropolitan areat of Chicago consisting of about 2,500 members.
In addition, I am also the national vice president of the National
Council of Senior Citizens. I have been working on mv own here in
Washington interviewing Congressmen and Senators for the past 7
years. I have been very active.
Why have I been so'active for medicare? Because coming in contact with so many of the older people, seeing their poverty and their
needs, gave me tle incentive to work for this medicare bill.
Many of them have absolutely no assets at all. Some of them are
not even under social security, and have to look to their children for
maintenance.
The children themselves are hard pressed, too. Many older people
do not have children or anyone else to turn to. In speaking to one of
your Congressmen, I will not mention his name, and I suppose I am not
allowed to, he asked me when I interviewed him. He asked me: "Mrs.
Gottlieb, how come that the older people did not provide for their
senior years2 or for their retirement?"
And this is what I told him: "Perhaps you do not remember that we
older people went through two wars, depressions, and recessions.
rhey did not want to stand in the breadlines or the soup kitchens so
theyused ilp their finances."
I would like to tell you about my own case history.
When the First World War broke out, naturally I wasn't married
then until 1917. My first child came, was born in 1918. We had
saved a little money. When he was 5 years of age, he had a mastoid
ol)eration, $1,100. 'I did not have that much. I had to borrow some.
304-164)---44
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That was paid back. I am of a very independent nature and I did
not want to go to my family. Most of them have their own troubles.
Then the Second World War came. We could not have insurance
because my husband was a diabetic.
I managed to save some money. Then in 1945, I had surgery. In
1951, I was operated on again.
In 1956 again and in 1961, there was more surgery. You would be
surprised if I tell you this, seeing that I am so active, that two of these
illnesses were cancer. The doctors tell me that when I have passed
the 5-year point, I will live a long time.
Now they do not guarantee that I am free entirely. I get checked
by four doctors on account of the surgery that I had.
My case is somewhat similar to the people I represent. Today I live
only'on my social security. I have absolutely no other assets or financial income. I am an independent spirit. I do not like to go to neighbors or to friends. If you want to lose friends, just go to a friend and
try to borrow money.
So you see, for 1P years I have been a widow, and managed to get
along on the little I had until that was spent.
I would like to tell you about this. In June of 1947 my husband
took sick with a heart attack. It was so bad he could not be removed
to the hospital. For 3 weeks I had oxygen every single day at $17 a
day. I had to have two nurses around'the clock. By the time I paid
the doctor's bill and paid all the bills relative to his sickness, there was
very little left.
I did have a nest egg of $3,000. But deduct all these bills that I
had to pay, feeding two nurses and all, there was very little left.
Now then, should another illness occur, I would have to ask my
family. They have children of their own and today bringing Ul)
children is a very expensive proposition.
When my children were born, the only time I had a doctor for them
was when they were sick, but today children get checkups practically
every month or all kinds of allergy, sicknesses, smallpox, polio, anl
so forth, that is an expense to an average family.
Besides that, the administration stresses the fact, keep the children
in college, they need more doctors, scientists, and so forth.
Now, who are these young people to take care of first, their own
children or a father ana mother, and you must not forget that some
children have two sets of parents, the husband's parents, and the wife's
parents to look after.
A stoiy was-I want to read this to vou-a story was carried in the
Chicago Daily News and other papers'by W. M. Iewman on July 27,
28, and 29 this year concerning foreign visitors at a Chicago supermarket. They noticed several mer. loading grocery carts with cat
and dog food. One of them asked, "For your pets, they must eat a
lot."
The man replied, "No, it's for us. It's all we can afford."
The clerk in the store indicated they had quite a few who can only
afford cat and dog food. The article 'went on to say that more money
is being spent on food for the animals in our zoo in Chicago than
older people receive from public assistance and minimum social security. I would like to insert this series of articles in the record, because
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it reflects the problems we of Chicago face. I am sure other cities
have similar problems.
This small social security increase you have been considering isn't
the answer and you know it. A dollar a week raise for the increased
cost of living is nothing compared with the $144-a-week raise you gave
yourselves.
We tell you frankly we would rather have medicare, the KingAnderson-Javits type, which is worth more than $180 a year if purchased as a private insurance policy. Many of us couldn't qualify to
buy such insurance even if we had the money. As hospital costs keep
going up medicare will be worth a lot more, and the cash or private
insurance a lot less.
You are leaving out millions of people if you simply pass the Mills
bill. The retired railroaders who will get nothing unless you pass
the medicare bill, and many retired people on State and local civil
service, teachers on pensions, a number of persons on private pensions
and those on public assistance will simply have the 5-percent social
security increase deducted from their other pensions or benefits and
will receive no increase at all.
I can tell you committee members that it is most difficult to meet
hospital and doctor bills when you have only income from social
security. And it's even worse to have to become a pauper in order to
secure help when you do not have the necessary money for these
expenses.
It's a known fact that many who are eligible for social security
and who receive same, will go on living with our illnesses rather than
take the pauper's oath. It will no doubt shorten the lives of many.
It is my honest belief that if this measure passes, it will allow many
people, who today are suffering from various illnesses to get medical
attention.
In this connection I would like to submit for the record one of the
most dramatic cases showing the need for hospital care legislation
that we have encountered so far. The facts of this case appeared
last year in a letter to the editor in a Peoria, Ill., newspaper. The
case described in this article occurred in Peoria, a city of 110,000
people. The letter is as follows:
On Thursday August 8 1963 I played a political football game with a man's
life. Yes this is no Joke. The man was 69 years old and his eyes were set.
He was cold and clammy feeling. He lives on what he receives from his old-age
pension (which most of us couldn't start to live on). He had been sick for 3 (lays
and had nothing to cat in that period of time.
He waua so weak he couldn't walk under his own power. He had stayed in his
own roeto all during this time for he didn't want anyone to worry about him.
What at last he came out, It was for help. But where is a man In his condition
suppo,,ed to get help? The old-age pension, naturally.
Oh, no. We called them and told them he was sick. They said to send him
to the emergency room at the hospital. He was left there, thinking he would
get help. He waited In the hall for 45 minutes to an hour.
The first thing they asked was did he have a doctor or did lie have insurance.
No, lie had neither. What transpired between the hospital and old-age pension
then Is beyond me. All I know is they sent this man, too weak, home in a cab,
not knowing if someone was there to hell) him or not. We paid the cab.
We then decided to call the relief office and see if we could get some assistance
there. After telling Zack Monroe the detailss, lie said he would call back if he
found a solution. He never called back.
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Looking at this ol man, I realized he needed medical attention fast or it
would be too late. My only solution was the State hospital in Bartonville. This
was suggested by the old-age pension. I took him over there, with the assistance
of another man since I couldn't handle him by myself. We had to support all
of his weight. Upon being admitted to the admitting office, I was told they

only took mental patients.
crazy.

lie needs a doctor."

To '1-iis I replied: "If nothing else, I'll say he's
They asked if I were a relative.

No, I'm just a

friend. Many questions kept coming.
I pleaded for them to take him. I waited in the hall for the doctor to talk to

me. When he finally came, he went out to the car with me. took one look at
1hhn11
and said: "We'll take him." I'm not a religious person but I stood in the
heat and thanked God for finally finding a place for this ol man.
People of Peoria, what are we supposed to (1o with our old people? We take
in babies and we take in puppy dogs, but we kick the old people out. We have
a humane society for (logs but what do we have for old people? Are Ave supposed to just sit back and let them (lie without even. trying to help?
I'm 26 years old and the mother of six wonderful children. I thank God for
this blessing and pray that my children won't have as much trouble getting help
if I ever need it as bad as this man.
I was over to see my old friend Saturday afternoon and again. today. It was
his birthday.

The only )resent I had for him wias his life.

No one else seemed

to care about it.
Mrs. TIiWLMA YARBROUGH.

Mrs. Yarbrough called our field representative, Mr. Ken Johnston,
in Peoria after this letter appeared in the press. She authorized Mr.
Johnston to give leciletter tile widest publicity. She tlrged the national council to exert the most terrific efforts to pass a medicare bill.
Before I colclude, I have forgotten to mention about 4 years ago,
I believe it was, I iliterviewed another Congiressmnan.
lie asked me how o(d I was and I told him, and he says, "Well, I
am 78. mi(l I am roimr to tell you something, Ais. Gottlb, I (o not
believe"-at that time it was the Aime Forand bill-"I don't believe
l tells me a story that his
in it because it is socialized medicine," aid he
aunt111ha met, with an accident. She had had trouble with her hip, they
had to put in a plate, and lie says, "By the time I got through paying
her hosl)ital, doctors, aiid llIedicilles it came to clos-e to $2,0)."
And I looked at the Congressmal and I says, "Now, weren't you
pleased that you had that money. What are we to do with our people
NOiem I t I ey ge t. sickq just let them .lay there until they (lie?"
An]:d thiis was his answer: "That is you problem and not, miine."
Tis Congressman is retired now~, and] 1 guess yout can about, guess
who he is. At that time he was 78 years old.
So, you see, it is not just. my case oi- the case that I have just read
to youi, it, is the case of so many older people that I have come ill
contact with, and you will wonder why am I doing this. I am doing
this because, I want to forget what has happened to me and what might.
happen to me in the future, because every ache or pain that I get
there is something in my mind. Maybe, maybe.
So, I get u1) in the morning anI I go out and see what I can do;
spread a little cheer to those that haven't, got the means. Some of our
people are really desperate, and to go again if this Congress goes
through, I don't, know if any of you know what a pauper's test means,
it is 1tact ically degrading.
1)on't, forget that o1r older people have helped in their sinall way
to build this glorious country of ours, and I think that they are entitf(l to be titken care of.
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In conclusion, I do want to say this: I know the desperate situation
These 'ave
are
tile
people
find
themselves.
niade
America,
and who
said, who have
built
people
, like
it great.
WeI liv
did not expect to live so lonr, and I do not see how we
in which many of our older

Could have predicted the fantastic cost of hospital care.
For us there is only one thing that will let, us sleep comfortably at
night and that is to know for sure that our hospital bills will be p~aid
if Ave have to go to the hospital. Kerr-Mills will not do that. Private
insurance will not do that.. Only medicare can do that. I plead with
you to help those of us who are retired, and especially for those of
us w-ho are widowed * * * please pass a medicare-bill.
Won't you please let us live in the dignity and respect that I think
America owes us.
(Tho attachments referred to follow :)
CONDENSED

SUMMARY OF INCOME STATUS or OuDR AMEIc.Ns

In 119M, 15 percent of the single persons over age 65 had less thani $1,000 a
year cash income from all sources, two-thilds had less than $1,500 a year.
three-fourths had less than $2,000 1 year. and only 1.2 percent had more than
$10.00 a year cash income fromit all sources.

In 1961, in ile families whose head was over age 05, one-lhird had income
of less than $900 per person in the family. 40 percent had less than $1,000 per
person, two-thirds had $1,750 or less. and only 1.2 percent had more than $4.800
por person

per yea r.

(Source: U.S. Census, Febiruary 19W3, series P-60, No. 39.)
What zcidoivs and other single persons over age 65 ivho lire alone get pet, day to
live on. according to the 1960 census
(The includes all moneys from whatever source, including social security, publie welfare, veterans' benefits. employment, pensions, etc. It would be even less
if employed people over age 65 were left out.)
Average
yearly
income

All States ------

Average
daily
income

&S63

607
Alabama --------------1,250
Alaska -----------------900
Arizona ----------------07J
Arkansas ...............
C alifornia ---------------- 1, 260
1,400
C olorado ----------------96!
Connecticut ------------830
)elaware ----------District of Columbia89
Florida ------------------Georgia ------------------- 647
745
Hawaii ----------------955
I la ho -------------------S65
Illinois ..................
799
Inl iana -----------------866
Iowa -------------------851
Kansas ...................
fiSI
Kentucky ---------------3
742
Louisiana ---------------8 6
M aine -------------------79
Maurylamd --------------995
Maaellusetts -----------840
Michigan ...............
8-u'
M1innesota ..............
67
M ississlisppi -------------

$2.36

Average
yearly
income
\Iissouri ----------------M ontana ----------------N ebraska ---------------Nevada .................
New lampshire ---------New Jersey .............

$767
1,058
858
1,237
863
854
New Mexico ...........
786
New York ...............
871
North Carolina ----------642
North Dakota ------------ 853
Oh io --------------------834
2. 33
Oklahom a ---------------776
1.77
O regon ...... ..............
958
2.04
'ennsylvania ............
824
'2.
62
Rhode Island...........
829
2. 37
629
South Carolina ---------'2.
19 South Dakota-.-......
798
2. 37
639
Tennessee ..............
2.33
703
Texas ...................
1.87
Utah ..................
828
2.0.3
823
Vermont
.............
2.29
Virginla ...............
718
2..19
-............
1,
151
ashlingtoll
2.73
West Virginia .......
701
2,.03 Wisconsin .............
832
2. 33
Wyoming .............
1,116
1.66
1.66
3.42
2.47
1. 75
3.45
3.84
2.6-4
'2.
27

Source: Social Security lulletin 0 January 1963.

Average
daily
ilncolle
$2.10
2.90
2.35
3.53
2.36
2.34
2.15
2.39
1. 76
2.31
2.28
2.13
162
2. 26
2. 27
1.73
2.19
1.75
1.93
2.27
'2. 21'
1.97
3.15
1.93
2. 21
3.06
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TAnLE 4.-Money income of single persons aged 65 and over
[Annual median money income of widows, widowers, and other single persons over 65)

State

All single

Alabama -----------------------------Alaska ----------------------------------Arizona --------------------------------Arkansas --------------------------------California -------------------------------Colorado --------------------------------Connecticut -----------------------------Delaware --------------------------------District of Columbia ---------------------Florida .---------------------------------Georgia ---------------------------------hawaii ----------------------------------Idaho -----------------------------------Illinois .....................................
Indiana ---------------------------------Iowa ------------------------------------Kansas ---------------------------------Kentucky -------------------------------Louisiana------------------------------Maine ----.-----------------------------Maryland -------------------------------Massachusetts .............................
Michigan --------------------------------Minnesota -------------------------------Mississippi ------------------------------Missouri ---------------------------------Montana ..................................
Nebraska --------------------------------Nevada ..................................
Now Hampshire ...........................
Now Jersey ------------------------------New Mexico ...............................
New York -------------------------------North Carolina ............................
North Dakota ---------------------------Ohio
----------------------------------Oklahoma -------------------------------Oregon ----------------------------------Pennsylvania ---------------------------Rhode Island ----------------------------South Carolina ---------------------------South Dakota ----------------------------Tennessee ------------------------------Texas ...................----_---------Utah ------------------------------------Vermont --------------------------------Virginia ---------------------------------Washington -----------------------------West Virginia ----------------------------Wisconsin -----------------------------Wyoming -------------------------------

$500
1,115
803
572
1,185
1,237
967
768
1,298
804
584
620
945
835
747
838
817
602
708
811
721
993
802
824
554
719
1,053
827
1,190
835
806
695
826
518
818
799
732
956
760
784
513
746 I
517
641
791
805
575
1,101
599
808
1,090

Mon

$687
1,319
1,184
690
1,373
1,333
1,424
1.186
1,712
1,206
709
914
1,185
1,323
1.148
1,179
1,116
793
897
1,045
1,176
1,382
1,218
1,121
643
964
1,311
1,126
1,458
1, 197
1,342
937
1,323
692
1,135
1,235
900
1,244
1,290
1,204
60W
57
703
814
1,239
1,016
859
1, 280
912
1,153
1,388

Women

$530
805
723
526
1,108
1,190
768
628
1,144
679
550
374
823
674
034
728
729
533
052
713
581
830
048
709
521
641
868
732
930
718
624
693
019
462
667
659
680
822
582
650
470
653
455
589
669
730
479
1,005
490
6R3
904

Living
alone or
with nonrelative

Living
with
relatives

$W01
1,327
1,100
657
1,314
1,287
1,323
1,014
1,923
1,001
6912
1,020
1,082
1,037
886
967
934
694
793
1,009
966
1,244
1,008
972
031
818
1,169
952
1,351
1,0,0
1,132
925
1,140
703
978
986
830
1,122
991
1,900
6-12
858
661
752
879
1,022
845
1,217
743
961
1,229

NorE.-Singles over 65 constitute about 3 of persons over 65.
Source: U.S. Census of Population, 1960,

Income of the Elderly Population."

[From the Philadelphia. Inquirer, July 27, 19641
PLIOHT OP TIlE ELDERLY-GOLDEN

YEARS ARE TARNISHED

"To old to live, too young to die * * *."
That's the bitter refrain of many forgotten Americans in youthoriented America. Millions of persons over 65 have become outcasts, put on the shelf before their time, or dreading the day when
it will happen. Often they struggle along in retirement years on
small fixed incomes while prices rise, and they are battered by illness, loneliness, and feelings of uselessness.
Here is the first of a series of four articles outlining their problems and progress.

$516
715
624
491
953
1.156
738
599
784
608
525
447
696
669
599
679
654
533
650
637
585
760
615
670
508
604
789
652
841
677
624
502
590
433
644
63
599
692
609
041
447
605
431
641
614
648
435
784
502
676
787
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(By 3f. W. Newman, special to the Inquirer and Chicago Daily News)
CnIcAAo.-A German tourist visiting a Chicago supermarket noticed several
elderly men loading their grocery carts with cat and dog food. "For your pets?"
the visitor asked with a smile. "They must eat a lot."
"No, for us," one of the men said after an awkward pause. "It's all we can
afford."
The stunned German turned to a salesgirl in disbelief. "Oh, yes, we have quite
a few who do that," she said.
And so the indignant tourist complained to the U.S. State Department about
America's barbaric treatment of its needy old folk.
The State Department referred him to Paul Ertel, director of the Mayor's
Commission on Senior Citizens In Chicago. And Ertel listened sadly-because
lie knew that the visitors' complaint was in good part true, both for Chicago
and for other parts of this Nation.
Millions of "senior citizens" In the world's richest country must spend their
declining years dogged by poverty, outright hunger at times, ill health, idleness,
and anxiety. For them the golden years are tarnished with misery.
While by no means all of America's 18 million oldsters are up against it In
this way, enough of them are. The problems of our shelved and neglected grandmothers and grandfathers have become a national calamity, despite progress
made in combating its worst effects.
Most of our over-65 citizens, according to the National Conference on Economic
Progress, live mired in poverty. It defines poverty as anything less than $4,000
a year for a family, and $2,000 for an individual.
Poverty? To thousands of the elderly, these figures represent high living.
They can tell you what bottom-of-the-barrel poverty really Is.
Take the 26,000 aged here who subsist on public old-age assistance (relief).
Even dog food may be a luxury for them at times. Their food budgets were cut
back about 16 to 21 percent last November in a State of Illinois economy wave.
Their average monthly allotments for everything-food, clothing, shelter,
personal needs-are around $93. They get less than any other group of people
on relief.
"I never thought I would come to this," one bent, white-haired widow said
between sobs. "It seems I never have enough to eat anymore."
And an 80-year-old housewife wept when a reporter and county welfare caseworker visited her recently. "We skip lunch to make do," she said. "We eat
twice a day, and not much at that. We're hungry."
Her 87-year-old husband, almost apologetically, rattled off relief figures
memorized during the long, sad days. "We are supl)osed to spend an average of
24 cents a meal," he said, "but we find we can't spend less than 42 cents, no
matter how hard we try. They tell us to eat a balanced diet. Tell me how."
A balanced diet * * * such as is fed to sea lions in tax-supported Lincoln
Park Zoo, for instance. It takes about $5.81 a week to keel) a sea lion sleek and
well nourished.
That works out to more than the State grants old-age relief clients in Chicago.
Their food budget is programed at 78 cents a day if they live alone--and still
less If two or more are in the household.
Tigers In the zoo do a lot better ($16.58 a week). Sinbad the gorilla ($41.61 a
week) gets lots of fresh fruit and vegetables with a vitamin and mineral supplement. As Sinbad sees it, hunger is for the birds * * * or humans.
But the zoo animals and most of America's human old folk, .well fed or not,
have one thing in common anyway: they must depend for their upkeep on some
public program.
In the case of people, it is usually social security retirement benefits. These
average $76 a month nationally for a retired worker, $66 for a widow, $129 for
a couple, and are earned by taxes paid during the working years.
About 16 percent of those over 65 have no income at all, however. Eight million have less than $1,000 a year. And half of the older couples, according to
the President's Council on Aging, have incomes of less than $2,350 a year, including whatever they have in addition to social security.
They need at least $3,010, says the U.S. Bureau of Labor Statistics, to live
even modestly.
Overcoats and movies are never-never wonders to the creaky couples whose
taste for 42-cent meals limits them to two helpings a day. Their budget provides
for $14 a month for everything after food and rent bills are paid.
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"We hardly have bus fare to go anywhere and no money for clothes," said the
woman, voicing a common complaint of the elderly. "In church, I cover up my
old shoes with galoshes. We have one daughter, but she can't help us. Her
husband Is an unemployed dishwasher."
The elderly pair live in a cramped, cluttered two-roova flat in a Jungle district.
When the electric lights are turned off, the first-floor flat is pitch lark. It
costs the taxpayers $52 a month rent for this slum dump.
lere these ailing ol folk have clung for 11 years, stubbornly refusing to (lie.
You may say that they are an extreme example of poverty, and perhaps they
are although there are all too many like them. They may be "poor managers,"
hard-core reliefers * * * but after you've said that, then what?
Faith and memories-they keep many going. There's the 93-year-old childless
widow living on the third floor of a neat apartment building. "Every day I
thank ('d for the glorious light," she said. "I thank Him for the (lay, for my
mleal * * *"
Fo'r here, memories tirebittersweet. She was married for more titan 60 years.
"And inthis very roon 11y husband spoke his last words to me."
('all her Mr-s. A. Slim, white haired, amazingly active, she is an excellent
manager and says she gets enough to eat.
She makes do on a intonthly pinpoint budget that provides $23.40 for food, $3
for laundry, $2 85 for electricity, $4.35 for telephone, $4.65 for clothing, $1.90 for
household expenses. A roomer contributes $42 a month to her income and "the
welfare" roun(ls it out.
But for those who cannot manage as well as she does, life on a tiny budget is
a terrible drag. Sti( anti-year-ol(l blind man living in a lovel:
"I could eat more. My assistance budget was cut $8 a month, and it had to
come out of my food. Where else could it come from ?"
Someni manage cheerily, like tie 79-year-old widow living in a basement flat.
You enter her apartment through the boiler room.
She gets along on $85.50 a ntonth ,($45,50 from public aid, $40 from social
security). 'here's no ioney in her budget for carmare, so she walks. "I learned
to get by (,1little money during the depression," she oxplainted.
Tuesday: "I cry every time I have to take money from miy children."

I lratIthe ['hilladllphla
Inquirer, Jdiy 28,
I'.GIT OF 'r. EIDEIRY-EACII DAY
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IEANS A STRUGGLE

The story of tile plight of the forgotten Aniericas-our shelhe(l
and neglected senior citizens-is continued in the second of a series
,if four articles of
Miat At is like to be old and broke, sick and
holel'.

IBy Nl.W. Newillan, Slecia l to the Inquirer atd Chicago I)aily News)
('illlc(;o.-"I (ry every |ill I take money fromt my daugliter," said a 'onani
of W1,nervously tightening a ,carf about her head. "It means that she must
(lel)riv( her kids of soietlhig. But what can I do? Mly husband is too sick to
work atId I'mt sick myself.
"Our social security income is barely enough to pay o1r reit and ledicitte bills.
Without my daughter's help I'd go hungry.
"It's to gtod living this way, it's ito good * * *'
hetr body swiuttg bck and fortl its she sat, her lingers plucked at her faded
dIress. She,slpoke t he same words again and again, its if living on a treadmill.
lo'r 11111y of the el(derly each (1ay- dawns the saite * * * a struggh. As a rule,
they don't %ailt to take help from their children, and often they tr3 bravely not
to (1o s(.
But just as often, a huge medical bill or series of them ..olies along.
willing hem out, An( then they
ust find help where they call,
pride or no
pri(e.
This is the weary story told by miany retirees on small, fIxed incomes-an( not
merely t hose mifortinatcs ontthe relief rolls.
M1ost (if ihe retired elderly must depend in large part on social security oldage benefits. lit Illihnis these average $81.82 a month for an individual.
Otil- 17.11, percent of the recipients in this Sate are in the top bracket--$115
to $127 a month-and yet that's far more than in most States.
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Social security is earned by taxes paid during the working years. It keeps
many from the poorhouse, and they bless it.
But when you go into l)laces where ol folks meet-parks, hobby enters.,
cafeterias, small hotels, clinics-they tell you soo ellough that social security
doesn't stretch far enough.
Those who lack an extra income to pad it out talk like a man of S0 who sat
wearily in a senior center. Ile was bent by years and worry.
I'..: and his wife have $150 a month iii social security benelits-il US a littlee
help" from a son and daughter.
"For many years I was a salesman, the old111a recalled. "I ha1.d $1,00 in
the bank when I retired 15 years ago. Well, it should have been more, but that's
all I could get together.
"My wife an1d I have lived carefully ever sin('e-how carefully you can guess,
because it took us all these years to use up the $4,000. Most of it wvenl a few
years ago when I neede(ld two operations. Just the other (lay, I took the last
$50 from the bank."
"Now we have nothing," he said heavily.
"I guess we look well-fixed, but sometimes we don't have tile $12 a month my
wifo needs for drugs for her heart condition. She vent without it for a few
weeks until the doctor screamed."
"I had to give up our life insurance long ago because I couldn't pay tile
premiums," he added after an unhappy silence.
"For our Blue Cross health insurance, we must go to Ily daughter-50 every
2 months for the two of us. Our rent is $.95. A year ago. we apl)plied for a
project' (low-reit public housing), but we're still waiting.
We seldom go
anywhere because the carfare is so high."
A large number of the elderly are vidows-amiong them Mrs. '., who didn't
want to "bother" her children for help. She ligured they hl all they could do
to make ends nleet.
With about $80 a month social security income as her liihvarik against life, she
moved into a cheap hotel in a shum area. The place was a Ileabag-fuill of deadbeats and (lown-an(l-outers-and other poor, oh(,people like herself.
Most of her fellow seniors were living on spaghetti and crackers to stretch
their pennies, and she did, too. By the time her family learned the truth, the
old woman had become amieind.
Sle finally was placed ill a (.hrity lomiie for
the aged, after signing over all her "assets" to the listitution-lie $80 a montl
social security.
Thell there w%,as
the shook-up Coulde il their sixties, in a tJewish communityy
center. They came there because "staying hmomie anl thinking drives us crazy."
A white-haired husband, a chronic invalid too sick to vork, nervously ran his
tongue against toothle-s gunis. Ilis vife was bedeviled by heart trmble and
dliabetes.
Social security provides them with $123.80 a montlI. They tool the option of
starting it at age 62, instead of age 65, when it w(uld have been somewfiat more.
Rent is $77 for this ailing couple. Medicine bills run around $-0 a nionth.
Their life is marked by long rides to hospital clinics wv'here "they treat us tile,
but every extra test costs 25 cents."
"Tile 'welfare' offered us $20 a month and free me(lical treatment," said the
wVolliall. "But it's not ellough and they wouldn't give moore hcalluse we have
four ehil(lre -three daughters and a son, all married.
"They tell us 'You've got children. They're buying homes. They can siiport
oil.'
*'llut my kids all have a struggle and there are 10 gran(l('llreni to feed and
(lothe, too."
Needy oldsters are prou of staying off i'elief, like a onc'e-prosper ms shopkeeper and his wife. Time was wh'ben she bought I. Miller shoes amd high-flashion
gowims on Michigan Aveile. Now she looks for $- margins in cheaper areas.
These two get along on
than $200 a month and live iii low-remt public
housing. Their medical billsless
keep) them broke.
"S onletimies I think we'd rather be oi relief," sai(! the wvomnai. "That way
at least we'd get free me(lical care. But we've' never yet accepted a penny ill
iomblic help."
Like nially of tile elderly, she wants higher social s(cui'ity iliomitily payimilts
plus medical an( hospital bill coverage.
Talking to the aged, a reporter concluded thai two can barely scrape by for
$225 it mothi-provided big medical bills or other eliierge(ies d(o't hit a111d 1heiel
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housing costs are moderate. About $250 or $275 Is better. But even that is
hard, grinding poverty living, when you figure today's costs.
Many of the elderly are sufficiently well-fixed to get by. Many have savings
or private pensions. A number retire with no money worries.
But one out of four Americans is still not even eligible for social security.
"I'm lucky," said one aged widower, a former business executive. "I have
$250 a month coming in from investments, plus social security. It usually costs
me $250 to $275 a month to live. I'm not stingy, but I'm not extravagant.
"But if I had to depend on social security alone, it would be very hard."

[From the Philadelphia Inquirer, July 29, 1964]
1'LIGIIT OF TIE ELDERLY-MANY FLUNG ON "JUNKPILE" AT 50

(By M. W. Newman, special to the Inquirer and Chicago Daily News)
CnicAc.o.-The question-when does a man become old at his Job?
The answer-when lie has lost it and can't find another. This bitterly true
definition comes from Hobart Rowen, a magazine business editor who addressed
the National Council on the Aging in Chicago.
It could come as well from thousands of oldsters who find themselves dumped
on the Junkpile, too "old" to appeal to employers.
Old? It doesn't mean 60 or 70 or 80 any more, by today's employment standards.
Maybe it really never did. Many years ago, Carl Sandburg wrote about steel.
workers In their forties who were adjudged too old to work every time seasonal
layoffs hit the industry.
In any event, "old" today begins at 45, or even earlier when you're out of work
and lack a needed skill. In fact, "old" may start at 35. Some employers won't
hire file clerks over that age, figuring they're too stiff and creaky to bend easily.
In this day of pushbutton automation, when machines and business mergers
are wiping out thousands of jobs, many middle-aged are being shelved in the prime
of life.
They're joining the 60-and-over army of rejects and retirees on the sidelines,
while life slides by.
Example: The woman office worker, 48. Attractive but slightly graying (could
it be she was too primly honest to tint her hair?), she talked to a reporter, at
an employment office.
"It's demoralizing and frightening," she said. "If you're over 40, most companies don't want you. I have been out of work for months."
There also was the bookkeeper, 50, "automated" out of her job last October
and unemployed ever since.
"What are we supposed to do-go out to pasture?" she asked. "I can do as
good a job as ever, but when I go looking for work, all I hear is that they want
someone 20, 30, or 40 at the most.
"When I say, 'What about 50'-that's it."
And still another woman, a business machine operator:
"I'm 55 but I look much younger. So I get work, when I can, by taking 10 or
more years off my life. You have to lie. It's bad, but what can you do?"
And what if you're a man supporting a family?
"They're hiring men from 30 on down," said a husky Negro laborer and maintenmance nan, 53. ,They look at me and they don't say I'm too old but I don't get the
Job. I've been out of work 9 months and living on relief and, believe me, the
eating isn't too good."
It's rough and cruel and it doesn't make sense. But that's the way things are,
particularly for workers without special skills in a fast-changing society.
Despite record employment, 4,500,000 are out of work. And millions of limpatient youths are crowding in, seeking the available jobs. As a result, shelved
workers in their forties and fifties aren't even getting a chance to earn adequate
social security credits for their later years.
And so the middle-aged begin stacking up on the reject shelf, where millions
of senior citizens already languish.
About 17 percent of those over 65 still are working. Many more would like to be,
particularly a number of those retired against their will at a time when the
lifespan is increasing. But the Jobs just aren't there. Few of the elderly bother
to seek them. They're not even listed as "unemliloyed."
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And yet the average older worker in good health, given a chance, does as good
i job as the younger one, studies seem to show.
There have been many such surveys, conducted by the U.S. Labor Dep'artment, the University of Illinois, the National Association of Manufacturers,
Temple University, the National Office Management Association, among others.
These findings debunk employer myths beyond reasonable doubt, according
to Charles E. O'Dell of Detroit, former special assistant in the Labor Department.
They show that on the whole older workers stack up favorably in terms of job
output, absenteeism, safety, turnover rates. And when tile seniors slow down,
they tend to make up for it with greater accuracy and attention to detail.
The more flexible among them can be retrained for other work, too. But some
find it harder than others to adJust to new jobs or lower salaries. It's not easy
for them to pull up roots and move.
And for those pinned to the long wheel of habit, there's tragedy when it stops
spinning.
"There still are old Studebaker employees in South Bend, long after tile plant
closed for good, who think that it will reopen again," Odell said.
The effects of aging vary so greatly, one set of experts found, that each worker
must be judged separately-on ability rather than on his age in years. One man
may be old at 50 and another young at 70.
Many companies, Odell found, like to have older workers on the job-but won't
hire any new ones.
In explanation, the employers often cite allegedly higher insurance or workmen's compensation cost associated with older workers.
Many private pension plans-and they now cover 25 million workers-require
at least 10 or 15 years of employment before payments begin. Thus, an employee
hired at 50 might get no pension at all when he retires, or a tiny one at best.
Companies regard this as bad for employee morale and their public image,
and as a result shy away from hiring older workers.
Only a few firms go out of their way to employ senior citizens. One such firm
is the Belden Manufacturing Co., Chicago wiremakers and it reports good
results.
"Sometimes we place people in their seventies," said Mrs. Etta Veal of tile
Illinois State Employment Service. "One firm hired a 71-year-old design engineer. A 57-year-old art teacher got a good job."
But it is significant that these are skilled people with college degrees. The
well-educated under 65 are likely have Jobs, "old" or not, found Hobart Rowell,
of Newsweek magazine.
In the 45- to 54-year bracket, lie reported, only 1 out of 100 college graduates
was unemployed. But among those with less than 5 years of schooling, it was 1
out of 10.
Said an ISES official: "The big problem is finding jobs for the unskilled or for
people who have been at one job for a long time and whos, special skill is no
longer needed."
This is where job retraining is supposed to come in. The U.S. Government
has a special program here, operated by ISES.
But it too runs into the bogey of employer myth about aging.
ISES, according to its critics, views the old workers as an albatross around its
neck and isn't geared to do much for them. It operates as a central job exchange rather than an agency specializing in finding jobs for the "hard-to-place"
worker.
And so the army of unemployed recruits the middle aged. They are "old" in
a youth-struck society where, says Rowen, "you can go trom baccalaureate degree
to banishment in a bit over 20 years."
(Thursday: Medical bills Jolt the elderly.)
[From the Philadelphia Inquirer, July 30, 190141
P.IGIIT OF THE ELDERLY-AIEDTOAL COSTS ARE STAoERINo

(By l. W. Newman, special to the Inquirer and Chicago Daily News)
CHICAGO.
A man of 76 drooped In his bed In a hospital fGr the chronically ill. He
had only one leg. Gangrene claimed the other. le suffered from diabetes and
his world was a big, bleak ward.
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"Why im I here?" lie asked with a shrug. "Before this, I was In a 1)rivate
hosptiail where my hospital insurance paid $1,500 but my bill cost me $5,00)
more.
"When I ha(d nothing nore to spend I told them, 'call the police. I can't pamy
any more money. Throw ine out.' "
lie was removed to it county hospital where his bill is $185 a molith-ali(
)ublic relief pays it.
Here lie sits out his last years emptily * * * another of the army of older
Americans broken by medical costs in their later years, or forced to become
a public charge.
Major illnesses and accompanying major medical bills jolt the elderly at tie
very time of life when their incomes have dwindled.
It's a dismal picture despite all the gains made in fighting disease and lengthening life. Old folks' illness has taken on all kinds of personal, social, economic,
and political o'ertones in the world's richest Nation.
If the cost problem is to be met, more public subsidy seems inevitable. And
yet public programs such as relief -9nding, veterans spending, aid to the "mnedically indigent" already pay more than $1 in every $4 for medical care for older
Americans.
And just around the corner, possibly is the controversial "medicare," or some
newv formula for meeting medical bills for elderly citizens.
The simple fact Is that as people get older, they tend to get sick more often
and for longer periods, and need more hospital care.
Of every 100 persons over 65, says the President's Council on Aging, 80 have
sonic kind of chronic ailment. Many don't get the care they need because they
don't want to burden their families or are too proud to take outside help.
The crushing medical bills for the elderly frequently fall on relatives ill
equipped to pay.
One debt-ridden housewife, in her middle fifties, told a harrowing story
of the burden thrown oi her an( her husband. 11er aged mother and father
receive only $90 a month social security between them, and the bills have been
staggering.
"My parents have grown sicker and embittered and the toll upon my marriage
and the life of niy child has been irreparable," she said.
On top of all this; medical costs-particularly for drugs and hospital billshave skyrocketed. And while more than half of the elderly now carry prepamid
hosl)ital insurance--launched with fanfare a few years ago for those over 6iS-it doesn'tt go far, as a rule.
The President's Council figures that this insurance meets only one-sixth of the
total medical costs of even those elderly who are covered. Most of them can't afford the premiums for broader, more a(lenuate insurance.
Even on a nonl)roflt basis, these higher cost premiums come to about $400 a
year-'"one-sixth of the total income of an average (older) couple."
The Blue Cross-Blue Shield standard over-65 plan iii Chicago charges $300 a
year for a couple, $150 for ai individual. It provides for 30 days of benefits, with
a 90-day wait before renewed eligibility.
Semiprivate room costs are paid ill full, except for "cooperative payments" of
$5 a day.
Many of the private policies provide very limited blenvilts-both iii dollars and
duration. "A $10-a-day payment for hospital board and room is typical," said a
director of the county's aid to the medically needy.
This figure is less than half of the usual charge in hospitals.
What's more, a number of underwriters have suffered losses in their over-65
insurance programs, forcing then either to increase their rates or slash benefits.
A Senate subcommittee found that only 4.500.000 of the country's 18 million
age(d have "reasonably adequate" hospital insurance, covering at least 75 percent
of the bill.
These figures are challenged by tile Republican minority on time subcoumilit tee,
Senator Barry Goldvater among them. They hold that private insurance coverage of the elderly is expanding and should be given the chance to do the job.
Blue Cross has given the aged the best protection for the premium charged, the
subconmmittee majority report said. But it added that "Blue Cross and Its older
subscribers are in very s erlous trouble" ind that the policies meet only a (windling part of the average bill.
A few nonprofit groups, like the American Association of Reti'ed Persons, have
come ill) with their own group insurance aml discount drug service.
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But for most older Americans, the question is: What now?
The Kennedy and Johnson administrations have been pushing for hospital
care for the aged. This is l)repaid hospital insurance for those over 65, to, be
paid from a 2-percent boost in everyone's social security taxes.
In turn, the potent American Medical Association and its supporters have bitterly fought back, labeling this proposal a step toward Government-controlled
medicine. The plan at the moment remains shelved in a House committee, its
future dubious.
But the battle goes on. The hospital care plan's chances-or at least some
version of medical care-probably will improve as the years pile up, simply because the army of elderly is mounting.
In 1960, a stop-hospital-care movement came ul) with the Kerr-Mills Act, embraced by the AMA. Kerr-Mllws i9eslgmiel'to pay hospital and other medical
bills of the "medically indigent" over 65--defined' as, people above the public
relief level, but still tqo broke to pay their own bills.
Kerr-Mills is in operation In Illinois in a rather small way, and does pay some
people's bills-surprisingly large ones, at. times. But the whole program op".
erates rather obscurelv.
To qualify for Kerr-Mills, a single person can have up to $1,800 in the ban1:
plus $1,800 annual income.. The figure is $ ,400 for a couple. But soie call bave
more than that, depending Oil the size of tile )ill.
In one instance. the program paid $12,000 to cover the hospital bill of a woman
whose income was $60 a inonth. Imj .nfotier case, a Chicagoan with an income of
$294 a month was hit with a hospifal bill for $2,243 for his wife. Kerr-Mills paid
1
$000.
A man of 77, with a $900-a-year veteran's pension, was hospitalized for 6 days.
The bill
was $160, and Kerr-Mills paid everything over the first $155 of the bill.
But Kerr-Mills achievements are debatable, at best. A Senate subcommittee in
1963 concluded that the program was "ineffective" and "piecemeal" and iad a
pauper's oath taint. It found that benefits 'didn't amount to much except il
a few States.

Senator LONG. .Thank you for your statement, Mrs. Gottlieb.

I think we have as liberal a program" in LouisianaMrs. GoWrrLIEn. I can't quite hear you.
Senator Lox. I believe w-e p erliaps have as liberal a program in
Louisiana as almost any State in the Ulnion. We have a 2-percent
sales tax, practically all of it goes to our welfare del)artmnent.
11e then match that with Federal money and the Federal Governinent putting Hl) Wore than we pult ti) so the amount derived there

would be about theequivalent of a 51/2- to 6-percent sales tax, and thenl
we spend all that on our Welfare program.
So, we have about 58 percent of our aged -eople jriwing pensions
from the State, and we have a A-ery liberal program ot hospitalization.

More than half the hospital days in Louisiana are spent in our State
hospitals and no charge for I he people there.

But the one question that does bother me about that sort of thing,
has to do with these people who are all well able to pay for themselves.
NoW, my own mother might be an example.

She is,I would sal,

reasonably well-ixed financially. She will leave a considerable estate
to her children at such time as the good Lord may call het to hier
reward, and she is well able to take care of her expenses. She is the
strong' one of the family, not only herself, the rest, of her family
too. If they fall on bal ties she will look after them, too. Why
should someone pay taxes to provide for m 3 mother who is well able
to pay for herself, not just for herself, but for all the rest of the family
too, in the event any of them fall on bad tines. Why should that
burden be imposed on someone who cant ailord to pay it., that is, some-

one with a wife and eight children to feed with '$2,000 income to
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support my mother who may have an income, let's say of in excess of
$70,000 a year, why should they tax that poor person to provide for
her?
Mrs. Go'rumFn. Don't you think that is to be human. If a private
Person, say, :there is a plague of some kind, and we have to have
inoculations, and they come to the board of health, would the board
of health say to them, "No, you have money you go to your doctor."
That wouldn't be fair, would it? Don't you think that he should have
gotten that injection of whatever serum or whatever they give them?
Senator LoNG. Well, of courseMrs. GoTrIEn. Say some people at the present time have a nestegg,
but if they go to a hospital, and you don't know what some of their'
bills amount to when they are through, and they go home, what are
they to live on after I Then they have to resort to welfare, then they
have to go back to welfare again, and the State has to pay for that,
the Government has to pay for that.
If a person has $3,000 or $4,000 in the bank, and a serious illness
comes, and if they have insurance, a little insurance, that doesn't pay
the entire bill or the doctor's bill. Blue Cross, Blue Shield, the most
they pay for major surgery is about $250, but if the doctor charges
$500, where is that $250 gohig to come from? All these are deducted
from their little nestegg. By the time, Senator, he is 65, by the time
he is70, he has to use up that nestegg. Social eourity will not provide it all.
My social security of $76.86 per month, what does this give me?
Only last month, one doctor, in his office is $10, I had a blood test, $19.
The gynecologist, $10; my eye doctor, $10; the one that performed
my cancer operation is another $10.
This money I get checked up sometimes from some once a year
when I go and they say come and see me in 6 months or in 3 months,
and that is where I use my social security for.
Senator LoNe. Do you have any questions?
Senator BENNEr. I have no questions, but I do have one comment.
I am greatly disturbed by this story of Mrs. Yarbrough. It looks
to me as though she was trying to find out whether she could get the
man in the hospital, and the first thing I would have done in her place
would be to call my family doctor and say, "Here is a sick man, what
can I do about itP
But she never called a doctor according to her story.
Mrs. GOTTrrLTE. Well I don't know whether she did or not, but I
had a case in my-they have no family doctor. I called my doctor and
hie says "Mrs. Gottlieb, I can't come. I have an emergency case, call

tome other doctor."
Perhaps that is what happened in her case. Perhaps she called
the family doctor and he wasn't home or couldn't be reached. I can't
vouch for Mrs. Yarbrough. I can only tell you what I read in the
paper.
Senator BiENNETT. Her story says she called first the old age pension
office.
Mrs. Gorrrrm. Well, maybe sne herself hasn't got a docto,', maybe
this man didn't. There are a lot of people, 65 and over, that haven't
got a family doctor. They just wait unti they get sick and some friend
or so on will call the doctor.
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ET. This story sounds very much to me like a situaSenator BNw
tion which was carried out to provide a newspaper story to test not the
ability of the community to take care of this man, but to test the reliction of various agencies none of which were a medical agency until
they got all the way out to the insane asylum in another cty.
I can't believe that the doctors in Peoria, would all have refused
service for a man in this condition or that medical service would have
been refused if somebody had attempted to find it. She never attempted to find medical service. She was just testing the pension offices to see what their reaction would be. -......
Mrs. GO Trmn. Wellof course, I wasn't tliei o&-, I daii't know. Perliaps this woman didnt have the ability to (1o thisfor the moment.
She was just concerned about this poor man that was'sick, and many
times I don't know, many times there are occasions whin something
ha ppens whgn you lust lose your perception.
You just can't know, what should I do at this Mnoment.
Senator LoNG. You know, Mrs. Gottlieb, I suppose the country is
getting so big that in some respects in large cities people get so inpersonal that they just chase the mighty dollar without ollowing some
of the fine traditions that this country ha4 in years gone by. ,
One of my cousins is a very good doctor. His father, who was a
doctor before him told him that doctor should never".charge his relatives, which incidentally has caused'me to have quite a lbt of free
medical services.
Senator BE,NNFr. I thought it was*a rule that a doctor should never
treat his relatives.
Senator LoNo. A doctor should nev(rP charge his relatives, for treating his relatives, and that anyone who came Co him who was sick and
couldn't pay lie should take care of them. i So his tradition in which
lie grew up -,was he would figure on about i0 percent of his practice
)eilg work tht he was not getting paid for and lie would make his
living on the otler 50 percent.
Now, of course;'in doing so, in charging his fee ie would try to
charge someone who could afford to pay a bigger., rice than lie could
charge someone who liad very anodest noans,-'-"
....

STATEMENT OF HON. SEYMOUR HALPERN, A U.S.fJ0%RESSMAN
FROM THE SIXTH DISTRICT OF THE STATE OF NEW YORK
Mr. HAL'ERN. Senator, if you will forgive that little informality,
Senators, I regret that a quorum call prevented my appearance a little
whilo ago in 'order to personally fulfill what I thin c is one of the
nicest privileges I have had or would have had as a Member of this
Congress.
But knowing Aunt Bessie as I (to, I am sure that she didn't need me
or anyone else to introduce her or to present her case any more effectively than I am sure she has.
Mr. Chairman, my feelings this morning are intermingled. I feel
pleased and I feel privileged and I feel proud. I am pleased that
these hearings are being hehl; that there has been tiis opportunity for
the l)roponents and opponents, of medical care, for health insurance
for the elderly, whatever you call it, to present their cases. It is commendable an(d I am glad before this session adjourns that this oppor-
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tunity has been given, and it is my sincere hope that the committee will
act fiavorablv and, of coui'se, I as an advocate, strongly hope that there
will. be a strong, effective, and meaningful program adopted at this
seSsionl.A
I amn privileged to )eident-ite(1, Mr. Chairman, as a sponsor of
legislation to provide medical ci re for the elderly under the social
Secu ri ty systera.
I am pii lged to (1o So, if I Im y, as a member of the Repuhl icau
Party in the other House.
I am proud. I said 1 was prolid, well, I aml proud, plroid of the
previous witness. IHere is it wonlan, Mr. Clhairniman, Senator Bennett,
who has 1)eli a typical mother, i housewife, and a gritadnlother, who,
ill her later years, a.widow I should add, in later years decided that
sho iust o'ould(ln't go, on and not. give her all, of rive everything she
has to a good cause, and she hits dedicated herself hese past yea's to
helping her fellow citizens, her fellow senior citizens in their causeniin-ly, medical care for the ageod.
She"lilts beei ac(t ire onia local level in Illinois, and in Chicago on a
State andol Nationful l'el, and if ever a Senator or a Rel)reseiitatie
in Congress has hait(1 an etetive, advocat-e of it cause, colie to them to
plead that cause, it has been AXut Bessie, miy dear father's sister.
1. was ainazed as i Member of this Ilouse, to have her conie calling
to my own office because at that point I had no idea of her role, an( she
(1ime1 in anld I must say did a very effective job in convincing ine I was
right. on this subject, and I )lieve that my good amnt should be
complmented.
I Certainly, as I said before, -tl )roud to have such a dedicated,
wonderful aunt as my dear Atn t B essie. I want to thank you for
giving me this privilege to at least, saty amen to what, she sli(, and
tll opportunity to niake il) for not belng here to properly and forinalvy present'her. But as I said I know she (lid a creditble job.
Thank you very much, Mr. Chairman. [Applause.]
Senator'Lo)N(,.Vay I just say its tile clairmnan1 of this, act ing lhainaman, I must warn tle a dience we (to not l)ermit lemonst rat ions in
our committee meetings any more timn on the floor of the, Senate.
I would like to say to you, Mrs. Gottlieb, you madea fine statement
here, and 1 hope {h'at you alnd those for whom you speak are not as
much in need of medical care.
this committee, our chairman, Senator
Right now. some of us iln
Byrd, hits got a bad knee, st tieriiim I )el(ieve from arlhritis ilnhis
kniee, and illst last. night 1 bullt iy Tlack il tile humbosacral area so) 1
suppose t his committee nee(s nmore medical ciure than some.of those
for whom you are speaking.
hankiyou very much for your statement.
Mr. AIAL\'iINx. Mr. Chairman, if I may as part of my iit'rotd elory
remarks 1 was going to ask unanimous consent. of tlhi committee to
a. statement o'f mv own covering this subject, if I may.
s5lbim it,
Senator LoNO-(. 1e wifl print it in tlie record.
(The statement of Representative lalpern follows:)
STATEMENT OF CONGRIIESSMAN SEYMOUn IIALIERIN, REI'UIILICAN, OF NEW YORx

Mr. Chairman and distinguished members of the committee, the following
statement which I offer to this committee Is the presentation I have given to the
Ways anmd Means Committee Oil this subject and which I wouhl like to include
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ls part of this committee's hearings. I am grateful for the opportunity to appear
today on behalf of legislation authorizing health care for the aged under the
social security system. I have stanchly advocated and consistently supported
such legislation ever since I first came to Congress, and I am proud to say
that I am a cosponsor of tle measure known as the King-Anderson bill. I am
also the sponsor of 11.1t. 4029, the House version of Senator Javits' bill, S. 849,
which is faithful to the fundamental principles of the social security system
but widely broadens the opportunity for health insurance by coordinating the
Inislc contributory social insurance and voluntary private insurance.
I introduced both of these measures this session because of my determination
to do everything I possibly can as a Member of this House to help bring about
tie strongest, most effective, and workable health care bill. I believe both of
these bills complement one another and that the dual approach, Government and
private, is further buttressed by the report last week of the National Committee
on Health Care of the Aged, which I heartily commend and which I will discuss
briefly further in my testimony.
But, first, in order to ju(ige my concern with this subject, it might be useful to
describe my efforts on behalf of adequate health care for the aged. In the 86th
Congress I had the privilege of Introducing a comlpanion measure to 11.11. 4700,
the bill devised by our distinguished former colleague, the HIonorable Aine J.
Forand. My bill, 11.1t. 5000, was one of the first introduced in this fiel.
The bill I sponsored in the 87th Congress, II.R. 4111, while similar to my
earlier bill, initiated a new concept by providing insurance coverage for those
folks who, through no fault of their own, were not covered under social security.
This concept has since been generally accepted and is now provided in H.R.
3820 and Its companion measures.
I feel the inclusion of this earlier omission in the bill is a vast improvement.
And the committee could well consider the further liberalization of the program
tis offered in I.R. 4029, my bill which I mentioned earlier. This bill, I might
point out, is along the lines of the plan accel)ted by the senior Senator from New
Mexico, Senator Anderson, the other half of the King-Anderson team, as an
aimuendient to his health care bill on the floor of the other body last year.
Although the bill itself was defeated, the amendment was adopted, thus broadeing the scope of the Senate bill at that time to include particil)ation by private
Insurance.
Now, along the lines of this amendment and carrying out the principles of
S. 849 and my bill, 1.1. 4029, comes the plan propose(] by the National Committeo on Health Care of the Aged. This commendable and most welcome report
was released only last week after considerable study by a special citizens committee, known as the National Committee on Iealth Care of the Aged, headed
by the distinguished former Secretary (A*Health, Education, and Welfare, Dr.
Arthur Flemling. Other members of the Committee are among the most
distinguished members of the medical profession, hospitals, Blue Cross, insurance, and business authorities.
Laudable as the King-Anderson bill is for financing hospitalization, nursing
lione care, and outpatient diagnosis, it deals with only a part of the total problem. I, as one of its sponsors, must concede that this measure deals with only
part of a total problem. The report of the National Committee on Health Care
of the Aged still strongly upholds the social security principle; it offers effective
means of administration and it recommends that Congress encourage private
Insurance companies to develop low-cost, nonprofit policies on a national basis to
cover other major mcdicdal expenses of the aged. The encouragement would
come in the form of possible tax exemption and, in order to permit companies to
pool their resources, a possible waiver of antitrust agreements which now bar
such agreements.
I am glad to note from Secretary Celebrezze's testimony the other day that
he believes that a coordination of basic contributory social insurance, private
voluntary insurance and public assistance would work well in coping with the
overall problem of financial )rotection for the aged.
I understand that former Secretary Flemming and other expert witnesses
from the National Committee on Health Care of the Aged will appear before
this committee early next week to discuss this new proposal in detail. I urge
you to give every consideration to the report of this Committee and the views
of its able spokesmen, as the possible means of ending the stalemate on this
issue and of providing a meaningful, effective program to meet the total health
needs of our elderly citizens.
30-453-104-45
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The importance of finding the most effective program in this field is un.
deniable.
Mr. Chairman, no one can doubt that there is a serious problem in the field
of medical care for the aged. Even those individuals and groups who oppose
any change in the status quo in this area admit that the aged don't obtain adequate medical attention at all times. Perhaps the majority of the aged get
"subsistence" care, which means that they are not left to die on the streets a,
the community does provide some free hospital beds-but is this adequate care,
proper treatment for those citizens who have been the bulwark of our Nation
in former years? I say it is not fair, and furthermore, that private charity aln
group insurance schemes can never provide fidequate care for the elderly with.
out placing too great a burden on the rest of the population.
Careful consideration of a few statistics will illustrate the dimensions of the
problem. Only 22.5 percent of those aged 65 and over have no chronic medical
conditions. This means that the other 88 percent, and that is a very high pro.
portion, need at least a minimal amount of medical supervisions. 28.2 percent
of those with chronic conditions have partial activity limitation and 15.2 percent are completely disabled. The last percentage, that of complete activity
restriction (suggesting a need for constant care) Jumps from 15.2 percent to
2-i percent for those individuals aged 75 and over. The aged have an average
of .38 days of sickness during the year; this is more than 2
times more days
of disability than a younger person would have. Figures show that the lower
the income, the greater are the number of disability days. This is partly be.
cause the elderly, who have few financial resources, cannot afford proper med.
Ical care. Medical care is a very large slice of their budget. In 1957-58 per
capital medical expenses for those 65 and over totaled $177, compared to $86
for those under W5--28 percent of this amount wunt for hospital care and 24 percent for drugs.
When an aged person becomes seriously ill his financial problems increase.
Hospital costs have more than tripled in the past 15 years, from a 1946 average cost per day of $9.39 to 1960's average cost per day of $32.28, and they are
now approaching $35. This has a heavy impact on every one of us who needs
hospital care, but it is especially hard for the aged, whose income does not rise
with inflation or increased national productivity but falls drastically as the
years go by. They are the group who can least afford medical expenses, and
they are the group most heavily burdened.
A few facts oi the yearly income of the aged will illustrate their need for
comprehensive hospital and nursing home insurance. In 1960, 27.1 percent of
the men and 73.9 percent of the women had an income of between $1,000 and
$2,000; 45 percent of those over 05 had an income of $1,499 or less. By no
stretch of the imagination can this kind of an income be considered adequate
to cover medical expenses that are anything but minimal. Not only do the aged
have small incomes compared to the rest of the population, but they have fewer
financial resources available in case of emergency. One-half of social security
beneficiaries had no significant regular additional income. Of aged couples
who had a Joint income of less than $2,500-and this is the neediest group when
it comes to medical care-one-third had no liquid assets at all (nothing they
could readily convert into cash to pay medical bills) and one-half had less than
$500 in assets. Even if an elderly individual or couple does have a small nest
egg, it usually totals far less than would pay for major illness in these days
of soaring medical costs. And with the first emergency, the first serious illness,
the small measure of financial security a couple or individual has built up
through the years 'disappears.
Health insurance benefits are a necessary part of income protection is retirement. No other program, State or Federal, can give the elderly the care they
need without tying bonds of financial dependence around them. This country
has a traditional love of independence, from which we derive our self-respect;
it is contrary to our ideals to force those who have contributed many long years
to our prosperity to beg payments which should be theirs of right.
Kerr-Mills although helpful, is not enough. The recent report of the Senate
Special Committee on Aging shows that even after 3 years in operation the
plan for medical care for the aged is not yet a smoothly working national
program. Some of the criticisms of Kerr-Mills obviously stem from impatience,
because such a complicated program as this, which depends on detailed action
from 50 States and 4 territories, will take some time to develop efficiently. I am
sure that in tie future many more than 28 States will organize useful programs
under Kerr-Mills. However, some of the weaknesses of Kerr-Mills cannot be
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removed simply by Improving the program. It can never fulfill the objectiv2 of
"fair" medical care for all the aged. Under Kerr-Mills the elderly citizen
obtains widely differing care depending on his State of residence. The duration,
level, and type of benefit available varies widely from State to State. Only
Hawaii, Massachusetts, New York, and North I)akota have what are considered comprehensive programs. If an elderly person is unfortunate enough to
live in a State which does not offer adequate beneiits (often through no fault
of the State, which may be poor and have many other vital uses for the tax
dollars available), he may not get the care he needs and deserves. The Senate
report details other inequities in the administration of Kerr-Mills. Wealthy
States, which can best afford proper care of the elderly, have received the
major part of Federal matching funds to date. This is partly because they
call afford to spend more on Kerr-Mills programs than can a very poor State
whre the need might be greater.
Kerr-Mills Is an open-ended program; there is no indication that the amount
of funds needed will decrease, and if medical costs keep rising it is certain
that the costs of Kerr-Mills will rise. If medical care for the aged under
Kerr-Mills is expanded to cover a major share of the elderly's medical expenses,
(ie drain on State treasuries will be fantastic. And it has been shown that
some of the States, Judging by their actions under Kerr-Mills as it is now, can
iII afford even a limited medical care l)rogram.
Kerr-Mills, as iml)lemented by many States, does not cover the medically indigent. Instead, ninny people have simply been transferred from the rolls of
old-age assistance to those of medical assistance. The recent Senate committee
report, "Medical Assistance for the Aged," on Kerr-Mills, states that probably
over one-half of all applications approved for medical assistance for the aged
through September 1962 were on behalf of people already eligible for medical
aid under other public programs. Those retired persons who cannot afford
proper medical attention
in some States are still left without recourse, unless
they call show dire dlst'.' ss.
The most convincing objections to Kerr-Mills as the final solution to the
medical problems of the elderly lies in the means test as interpreted by the
various States involved. There are many situations where the means test is
necessary and useful, but it is not a good method of determining whether
one of our aged citizens should get the medical care lie needs. We know how
expensive hosl)itals and drugs are today, and we know that the aged need
comparatively more care than the rest of the population. Under Kerr-Mills
the elderly are subjected to what easily becomes, to them, a degrading experience. In many States, all members of the applicant's family over 18 must
undergo investigation, and the applicant himself must fill out form after form
and explain in great detail any financial transactions for at least the past 2
years. Many people pauperize themselves, out of desperation, before subjecting
their families to this process. The annual income ceiling for Kerr-Mills aid in
my own State of New York is $1,800 or less for an individual and only $2,600$800 niore-for couples. Such a low ceiling does not begin to cover all the
elderly who need assistance in times of health emergency.
An indication that Kerr-Mills is not fulfilling its goal of aid to the "medically
indigent" is that in at least 14 States, which are listed on page 35 of the Senate
Kerr-Mills report, income restrictions are more rigid than those used to determine eligibility under old-age assistance. Medical assistance for the aged, in
contrast to the Insurance provisions under the present bill, is made available
only after the applicant has reached a dependent level. Is this what we want
for our elderly citizen? Kerr-Mills will become a useful supplement to health
insurance under social security, alone, it is neither fair nor adequate.
Although private insurance companies have worked tirelessly In recent years
to offer the elderly compreliensive health insurance at a reasonable cost they have
not succeeded. If the aged are covered by community plans, the younger members of the community pay prolrtionately higher premiums and the elderly
nalust still scrimp to afford the lower payments. It is not possible, without
penalizing someone, to offer low priced insurance to this aged group which will
use the benefits most frequently and is judged by underwriters to be the highest
risks. Many States, working with insurance companies, have made thoughtful
attempts to organize insurance plans for the elderly which will not be too expensive. Connecticut 65 is such a plan. It provides two types of major medical
coverage, varying in costs and maximum benefits. The premiums are kept reasonably low. During the hearings which were held on the King-Anderson bill in
1961, Mr. William Seery, vice president of Travelers Insurance Co., spoke of the
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plain In these terms: "The Connecticut 65 program is designed to help people provide for their own medical care through insurance. To the extent that It is
successful it will keel) people from being medically indigent and will help to relieve the strain on taxpayers."
There are recent indications that Connecticut 65 is not going to prove succfsful. A few weeks ago it was announced that premiums for this plan may 1e
increased because the plan is proving to be more costly than underwriters had
estimated. How high a premium can the elderly, a low Income group, afford to
pay?
Opponents of health care under social security argue that private charity supplements Kerr-Mills and old-age assistance so well that no elderly are left Ili
need. This may be true, in case of obvious, desperate need; but the free services
that hospitals and doctors give make medical costs for other people soar even
farther and faster. This is not the sensible way to deal with the problem; once
again the whole community suffers.
Mr. Chairman, there is no question but that the need for remedial action is
urgent and grows In magnitude as our elderly population grows and medical costs
Increase. The simplest and most equitable answer as far as hospital and nursIng 1ho1e care, nursing care In the home and outpatient diagnostic services Is
concerned lies in the lhnancig of such Insurance under social security. There
are ample guarantees in the bill to avoid Federal Interference In the operation
of hospitals. This is far from socialized medicine. It is simil, y al efficient,
relatively Inexpensive way of dealing with a problem which yearly grows more
acute for the aged citizens who remain in need of help. Such legislation would
remove the fear of catastrophic hospital and nursing home costs from the minds
of the elderly, and promote earlier utilization of health services. This will in
turn decrease the burden on hospitals of long-stay patients who do not enter until
their condition is critical. Such measure will help I)rivate insurance carriers to
give even better service to the community, since they will be relieved from the
heavy burden of providing basic medical insurance for the elderly. Most mmlportanily, such legislation will restore dignity and self-respect to one of the most
deserving sections of the community.
As I stated earlier, I also introduced, this year, H.R. 4029. This measure differs from my companion bill to the King-Anderson proposal in that It provides
nil option to beneficiaries to continue their private health Insurance protection.
Payments would be made to eligible carriers under an approved plan with respect
to services. An individual would be able to elect this option within 3 months
after he became entitled to health insurance benefits. This option would cover
group and union-managemnent plans, and would give the individual even broader
and more extensive coverage as well as more freedom of choice than under tile
program limited only to the social security plan.
Tie report of tile National Committee on Uealth Care of the Aged to which
I referred earlier is certainly an important contribution in this field. In its relx)rt the Committee strongly emphasized the basic need for the social security
approach to hospital care needs of our elderly citizens and it further points up
the need for private insurance for the risk of health care above the basic minimnium hospital and nursing home care. The report of the National Committee
on Health Care of the Aged sets as its basic thesis that the health needs of the
aged can be met best through complementary, but separate, Government and prlvate insurance which can work together harmoniously in meeting the health
needs of our elderly citizens.
I presently ant pursuing the impact of the recommendations of this Natioil
Committee on my own bills, 11.R. 4029 and H.R. 8052, with a view toward determining how this legislation can be improved and what new legislation I can
draft and introduce in order to keep abreast with this latest blueprint for a
comprehensive plan to meet the maximum health needs of the elderly.
Me. Chairman, I heartily recommend early action by your committee on health
care legislation using the principle of the King-Anderson as a base, and urge
the committee to consider complementing it on the basis of H.R. 4029 and the
recommendations of the National Committee on Health Care of the Aged which,
as I pointed out, could well serve as the basis for new legislation.
I strongly urge that you consider all avenues to come up with a strong workable
bill and that such a bill be forthcoming during this 88th Congress. In reporting
such a )ll you will be making the greatest advance ever undertaken in meeting
one of the most vital problems of society, the health needs of our elderly.
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I commend the cliairman and the committee for their patience, their fairness
and determination to hear and probe every aspect of this subject. I trust
it will result In the approval of a broad, equitable program. The entire Nation
will owe the comminlt tee Its thanks If such Is the result.

Senator LONo. The committee will stand in recess until 2:30.
Mrs. Go'I-rin. Thank you very much and I will look forward, and

I want tiht bill passed. Please vote for it.
Seli',f or I,)N(,.
),. (Caldwell B. Esselstynv will be the first witness
at. 2:30.
(Whereupon, at, 12 :25 p.m., the committee recessedl, to reconvene at,
2 :30 p.m., the same day.)
AF1,IINOON SESSION

Senator B1'NNIArT' (presiding). The committee will come to order.

We will continue with the testimony of Dr. Esselsty.
STATEMENT OF DR. CALDWELL B. 'SSELSTYN, CHAIRMAN, PHYSICIANS COMMITTEE FOR HEALTH CARE FOR THE AGED THROUGH
SOCIAL SECURITY
Dr. EsSELSTi'YN. For bievity, it, might be well if we could put this
statement ill the record.
Senator BENNEI'r. Yes; and if you and I could have a conversatiou,
if you could summarize it, that vould be well. You may put your
entire statement, in the record.
Dr. Essi-s,'ryN. My name is Caldwell Bhlkeman Esselstyn, and I
am a l)racticing"surgeon in a rural part of the collntry.
'lie purpose of this statement is, in general, to talk about )rinciple,
and not to talk about,a lot of detail.
The committee that I rel)reset, which is the Comnmittee for Finaneing Care of the Aged through Social Security, is very deeply indebted
for this opportunity to present. this statement l)efore the Senate Finance
Committee.
We are it committee of 35 physicians who represent different special-

ties and who come from different parts of the country. We rel)resent
both political parties, and we do feel that the most p)racticel method of
financing care of the aged is through a payroll tax, and we also feel
this is a moral issue rather than a political issue.
In addition to our committee, it might he said that there are maniy
doctors throughout the country who are in favor of this mechanism.
Among are some 1,000 who have been in touch with us, the entire mcemI)ership of a separate but fairly large membership of the Physician's

Forum.

I think it is interesting to note that in the poll taken at random by
the magazine known as Modern Medicine, soine 10 percentt of the sample that was taken of the physicians in the country, were in favor of
fininiig the care of the aged' through social security.
W1e have been working here for the last 7 years since the establishment of the Forand bill, and during this time there tire several things
Ihat have hal)ppened that I am sure you are aware of.
The over-6o population is certainly growing out of proportion to the
ret of the segments; and the proportion of people over 65, who are over
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75, it is also increasing, and this is the segment which, obviously, has
the greatest need and also has the lowest percentage of coverage of
insurance.
We also know that tile people over 65 have less insurance than the
other segments of society, and that the insurance that they do havo
covers less of the total bill.
In spite of that, during this time, the Consumer Price Index has
gone up to 123 if we use from 1947 to 1959 as 100 i)ercent, and I think
one of the most striking figures is the fact that a hospital day, a day of
hospital care in 1951, which cost $17, in 1964 is costing $40.
Blue Cross premiums, as ,re kiow, have gone tip some 83 percent in
lie last 12 years, and there at - many programs around the country
today which are asking for increases in substantial amounts, between
20 to 32 percent.
lhe burden of paying for the care of the aged continues to threaten
the life of ll11e (ross which, in 1962 collected some $200 million in
premiums, and was obliged to pay out some $375 million in benefits for
the same grilop.
Blue Ci'oss, as you know, feels that it has to have extra financing if
it is going to 1)e al;le to continue.
The other thing is, I think, to realize that the over-65 programs which
have 1)een started are all in trouble and need more premiums
beca useSenator BENNE'rr. Wouldn't you think, Doctor, we could expect the
saine thing to happen to the Kin~g-Anderson program if it is adopted?
Dr.EsslLwrvN. I think the readerr the baseline, the less opportunity
there is for this to happen. I think the over-65 programs are denying
the very basic principles of insurance which, after all; are simply things
to spread the risk, and if we are going to spreadSenator BENNEr. You heard the discussion this morning, I think.
This is not insurance, this is a tax, plus an unrelated program of benefits. I have been oin this committee for 11 years, and I have watched
the committee regularly every 2 years increase the benefits without
actually being sure that it w.as covering the cost by increasing the
taxes.
Dr.ESLSTYN. Let us say that it is a mechanism for spreading the
risk, and it is a mechanism for enlisting the force of numbers in the
aid of the individual. This, I think, we all admit, is true.
Senator BPNNE'r. There are a lot of us who feel that this program,
the whole social security program, has its limit, too, and that as we
approach 10 percent of payroll we are approaching the limit.
Dr. ESSILs'rYN. I think we would all admit that.
Senator BENNE'tr. Now, you are starting this new program as we
approach the limit. You are not starting it f rom scratch, you are startin it at a point where we are just, about to bump our heads against, the
ceiling or at least the theoretical ceiling , of the total cost of this type of
social benefit.
Dr. ESSELSTYN. Our committee has never held that this should be
the only source of financing. We feel that, part, of the source of financing should come through the social security mechanism for reasons I
would like to outline later.
Senator BENNxE'r. When you say the social security mechanism and
then say the social security mechanism should not ly the only source
of financing, aren't you contradicting yourself?
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Dr. ESSELSTYN. I did not say it should not be. It does not necessarily have to be.
Senator BEE-NP.r. Where else would you get further financing?
Dr. ESSELSTYN. From the general tax revenue.
Senator BENNETr. And yet--well, go ahead. In other words, you
are more or less agreeing with me that at this point there is some doubt,
at least, that the social security mechanism will finance the program.
Dr. EssELsoTYN. If it is corrected, the social security mechanism
should for some reason pass 10 percent, and on the baseline on which
it is levied should pass its present limits, then I think it is obvious
to all of us that somewhere along tho line there must be additional
financing.
Senator BENNFrr. And yet the proponents of the King-Anderson
approach insist they are going to finance it through social security in
order not be a burden on the general revenue.
Dr. EsE[STYN. But not solely, but not solely. Those who are for
King-Anderson, such as our committee, have never said that we should
have King-Anderson to the exclusion of Kerr-Mills, for instance.
T'his is another mechanism.
Senator BENNFrT. You want Kerr-Mills to come along and pick up
the problem that King-Anderson cannot finance?
Dr. EssEsTYW. We have always maintained this very strongly.
Senator BENNETT'. You feel that it is humiliating or, as Mrs. Gottlieb said this morning, degrading, for people to be required to face
a means test?
Dr. EssirpsiwN. I think to ask people at any time in life, people who
have been hard working and diligent, and then because of something
which is unpredictable and unpreventable, to have to have these people
admit inadequacy, I think in the later years of their life, is a very,
very unfortunate method.
?enator BENNFTT. Then you are now saying again that you want
King-Anderson, but it has got to be backed up by Kerr-Mills which
has the means test. You cannot avoid the means test, can you?
Dr. ESSnrLsrYN. I think we can have medicine as a right with no
means test attached.
Senator BFNNEzTr. Then we should eliminate the means test in KerrMills.
Dr. ESSELSTYN. I think there are a great many people who would go
along with this.
Senator BENNETr. Then there is no limit.
Dr. ESSELSTYN. One of which is the New York State Medical
Society.
Senator BE: NFTr. There is no limit then to the drain on the Public
Treasury that Kerr-Mills could produce?
Dr. ESSELSTYN. As it now stands, I think it is an unlimited program,
and I think it is a very dangerousprogram.
Senator 1ThNNM'r-. It is limited by the willingness of the States and
by the regulations that the States make.
J)r.

ESSEISTYN.

That is right.

Senator BENNm-r. So what you are saying, in effect, is that you think
there should be complete medical care either through one system or
the other, with no restrictions on it, so that anybody could present himself at the door of a hospital and say "I want to be taken care of," and
be fak en ca r, of.
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Dr. EssL5'r1xN. We are talking about tie people over 65.
Senator ]aNx,'I1. Over 65.
Dr. ,ss1.s'rrN. Right.
Senator B-,r
. No limits on the rights of people over 65 to get
any kind of hospital (.are for any duration.
Dr. Ess1TLs'rvN. That they need.
Senator BiENN'-rr. Well, who is going to decide whether they need
it or not?
)r. EssIrTYN. The same person who is going to decide whether
they,go to the hospital and are admitted.
Se11or BUNNErr. You heard the lady this morning, I guess, Mrs.
Gottlieb, give us the sad story reported 'by the woman who didn't go
to tldoct or, she just, took the patient in her car and went around the
agencies and said, "Will you take care of this person ?"
Do you think that was the right way to take care of that personn ?
Dr. Essmrs'ryN. I think there is only one person who can admit a
patient to at hospital, and that is a State physician.
Senator BE.'EYI'. I am sorry, I did not realize that when I was
questioning her this morning, and I am glad to get that in the record
this afternoon. You do not take a pubflicity-seeking individual who
goes from one agency to another trying to get help for a sick person and
nover goes to th.le doctor in the first place.
Excuse me. I am using you to straighten the record out. I should
have straightened it out,with Mrs. Gottlieb this morning.
Go ahead.
)r. ESSESTYN. Well, I just want to make the point, as I have made
it here, that the pioneering Kerr-Mills program,
while still hiel)ful
for the present, and nee(led for the future-and we may have always
said this right from the start, and I want to emphasize it in case you (1o
not feel that we have before this,-we do not want King-Anderson instead of, but in addition to.
Senator BE.NNim'r. But you want. Kerr-Mills modified so that there
is no means test?
I)r. EssAEs'TYN. Right.
Senator BENNE r. So this means-Dr. ESSEISTYN. The Kerr-Mills program, as you know, has been
ineffective, and I have listed the reasons here, and I do not think we
have to go over them. I am sure you have heard that many times.
Senator BEN NE'I. Tbat is right.
Dr. Essln-s1-N. However, I think that we have got, to realize that
in spite of all this today the No. 1 cause of dependency is still disal)ility, and for this reason, I think we have got to pay remore and more
attention to it..
During the past years the opposition has come from the sources
that you are well aware of, and I would like to mention some of these.
A 'major element in the AMA's campaign has been an atteml)t, to
instill in the older people of this Nation the fear that the social se(urity system is about to go bankrupt, totally ignoring all of the evidence to the contrary, including the most recent report of the A(lvisory
Council on Social Security.
Then we suddenly find the AMA in the role of speaking for labor,
and we see the( old arguments come up about its being socialized medicine, and tlat, there is a threat of the doctor-patient, relationship, and
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there is a threat of tile Government getting into medicine, and there
is the element of compulsion.
Well, I think all of these things should be faced very squarely. First
of all, when it comes to who speaks for the AMA, I think it is iml)ortant for your committee to realize that within the AMA that
(lemocracy stops at the county level, and beyond this there is no twolarty system, and there is no minority report, and there is no effective
1)latT'orm from which the minority may speak.
This is one of the reasons why our committee was formed. I think
the result is that people feel that the president of the AMA speaks for
the AMA, which is a monolithic kind of a structure.
I would draw your attention to the fact that in the New York State
Medical Society, when a study was made 3 years ago, it, was found
that 18,000 out of the 26,000 (octors in New York State belonged to
tile AMA, and at, this point, membership was made compulsory, )itt,
this same kind of a figure alplies to Massachusetts, and I am told it
al)l)lies to many States around( the country, although. I do not have the
figures. So the AMA losess not represent ail othiel (loctoi27 of the country by any manner of means, and it does not speak for all of tlo dcc' ors
who tire members of the AMA.
Regardless of tint, speaking about the inequitable burden, it seems
to me that labor is in a position to speak for itself. The thought that,
I)eIh'al)s, somebody miglt, say you did not have to pay, I thik iSIa
very, very limited argument simplyy because of the fact that only threetenihs of I 1)erreent have incomes of over $50,000, and only 3 percent
have incomes of over $10,000.
About the uestion of socialized medicine, I am sure that this committee is sophisticated enough to realize the extent to which the
Government participates in our medical programs today, and at whatever level it is we have the United States in niedical care, is largely
(e, thanks to, what Government participation we have and, as I say
here, I feel the time has come when we can no longer have the great
force of private enterprise in mortal combat with tie resources of the
Government. I think the good of society demands that the antagonisin be replaced by synergism in an integrated program which alone
can achieve the best in medical care for the American people.
And, this business about the change in the doctor-patient relationship because the bill that made tle piy from social security, it seems
to me depends entirely on what you consider the doctor-patient relationship to be.
But whether the bill is paid for by the person himself or out of his
savings, or from his Blue Cross or insurance company or mortgage
on the farm or borrowing from relatives, it still, it seems to me, does
not interfere with the basic ingredient of what it is that constitutes
a doctor-patient relationship which, after all, is the willingness and
the ability of the doctor not only to give of his knowledge and of his
time but of himself. This is not in any way, it seems to me, interfered
by4Senator
the source
of payment of the hospital bill.
BENNmIY.
Well, I would agree with you with respect to the
King-Anderson bill because that does not give any assistance to the
person who only needs medical care in his home and for whom it is
not necessary to arrange for hospital treatment.
But I think it is not too unreasonable to suspect that this is just the
opening step, and when people find they cannot get Federal assistance
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if they do not go to a hospital, then we are going to have demands for
amendments to the King-Anderson bill which would provide funds to
pay doctors directly outside of situations where hospitalization is
involved.
Do you think that is likely to come?
Dr. EssELsTYN. I am not adept at looking into the crystal ball, but
I think that historically if and when in the judgment of society there
has been a disparity between the cost of medical care and the ability
of a segment of society to pay for that care the Government has
stopped into that vacuum, and Ithink we see that in the fact that the
Government today takes care of the tuberculosis, takes care of those
with mental illness, takes care of those with drug addiction. I mean
you can go through a whole long list of illnesses, and then you can go
through a whole long list of categories of classifications of people such
as the indigents and the migrant workers and the Indians and the
Members of Congress, and the Cabinet, and the President, categories
of people as well as categories of disease.
These. I think, are things which may happen in the future if there
is a need, and if in the judgment of society this need is great enough
to have the Government move in.
Senator BENNFTT. Don't you see that when you get into those fields
that it is the Government that selects the doctor and not the patient?
Dr. Essvr s'rYN. Not necessarily.
Senator BENNmE-. Well, we have medical service for the Members
of Congress. We do not select the doctors. If we want to use their
services we go to the doctor that someone else has selected or we do
not use him.
Dr. ESSEUSTYN. It is my understanding that you have a choice of
doctors who have been already preselected by other doctors, which is
a great protection, it seems to me, and a very fortunate thing to be
able to do.
Senator BENNETr. I would question that. Our doctors are selected
from the ranks of the Navy, and I have never been given any indication that I had any choice or any relationship to their selection. In
fact, we do not know who they are until they show up, and we do not
know when they are transferred to other naval assignments. They
are here for our service if we want to use them, but we have absolutely
nothing to do, nothing to say, about who they are.

Dr. EssELsTYN. Let me say something more about our need for
medical care. I believe there is some question sometimes in the mind
of some people whether or not there are unmet needs. I just want to
remind you what Luther Terry, our Surgeon General, said 2 or 3 years
ago, when lie said that 150,000 lives would be lost, and over I million
disabilities take place because of the failure to apply principles and
knowledge which were already known.
I think this is extremely important, and I think, if necessary, you
can document lists and lists beyond any doubt to make us realize that
there are unmet needs in this country. Not only are there unmet needs
in this country, but I think one of the very sad things is the fact that
within our country the amount of health a person enjoys is directly
related to his social or economic status.
We have as much as a 400-percent difference in maternal mortality
and infant mortality between various categories of our society. In
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other words, health is directly related to a person's ability to purchase.
This is not true in some of the other countries.
Senator BENNE'rr. I would agree with you that it is partially
related. But if you insist that it is directly related, then those, and
I say those of us because everybody knows the salary of a Member
of Congress, we should always be healthy. We should never have any
physical problem, so this is not a complete relationship, is it?
l)r. ESSELSTYN. We would hope that you would notSenator BENNrl x'. Well, you know as well as I do that thisDr. ESSELSTYN. It would be greater if your salaries were not as
large. Your morbidity rate would be greater if your salaries were
not as large. This can be documented.
Senator BENNEm'. I think you show % relationship, but I am not
sure that it is really an overriding relationship.
Dr. ISSEhs'rYN. Another thing I think we want, to bear in mind,
and that is we are not the country in the world that has, for instance,
le greatest longevity. We are not the country with the lowest maternal mortality, and during these 7 years while we have beein talking
about how to inpliement this paymelnt, our infant mortality statistics
have gone from in line until today we are in 11th place among the
other nations of the world in infant mortality, which our1)iostatistical friends tell us is the most accurate way of appraising the general
health of a community.
I think these are things which we have got, to keep ill Imind.
I think we have to keep in mind what is going on in the rest of the
world, in the other industrial countries. The most recent evidence of
clangingg standards of values on the international scene is the health
charter for Canadians recently presented in Ottawa to the Parliament
by the Royal Commission on Health Services.
'.he rel)ort stated, and I quote:
Xchlievenient of the highest possible health standards for all our people must
be.-onie a )rinary objective of national policy and the (.ohiiv(v factor ('ontributing to national unity Involving individual l and community resl)onsibIities' and
actions.

Then the Commission goes on to spell out its basic philosophy which
I think can be summarized as follows:
That Canada's human resources, mien, women, and children are worth the
price that must be paid In taxes In insuring that all Canadians may enjoy the
best health possible In this era of sci,,'ttfle advancement, and that Canada can

afford that price.

I think this is interesting here from our neighbors to the north
whose economic status is certainly not as favorable as that of the
United States.
In the light of what has gone on in the past 7 year., and in light
of the lives which have been needlessly lost over ti'is period of time,
to say nothing of the disabilities which are accumulating unnec(ssarily
each day, I feel I can speak for each member of our committee in
.saying that we are profoundly disappointed in the failure of Congress
to enact legislation along the lines of the Anderson-King bill.
Such legislation is necessary and should be enacted without further
delay in order (1) that payment toward the cost of medicaid care
may be financed through the social security system; (2) that financing
may be handled by a single existing experienced nationwide agency;
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(3) that there may be uniform benefits to all regardless of place of
residence; (4) that there may be no necessity to publicly confess to
inadequacy; (5) that the burden on existing tax structures be minimized; (6) that the financial load on existing welfare plans may be
lightened; (7) that Blue Cross may be restored to their competitive
position by removing the intolerable burden of the over-65 group;
(8) that medical indigency may be prevented.
In short, in order that the people in the last of life for which the
first was made, may enjoy some protection toward the costs of their
medical care which they themselves will have earned.
(The prepared statement of Dr. Esselstyii follows:)
STATEMENT BY CALDWELL B. ESSELSTYN, I.D., CIIA."tMAN, PIIYSICIANS COMMITTEE
FOR IEALTI[ CARE FOi1 THE Ao;ED TinOUGII SOCIAL SECURITY

My name is Caldwell Blakeman Esselstyn. I am a practicing surgeon in a rural
(Columbia) county in upstate New York. I am here as a member of the Physicians Committee for Health Care for the Aged through social security. On behalf of this committee, I want to thank you for this opportunity to testify before the Senate Finance Committee.
I want to preface my statement by saying that I will confine my remarks as
much as possible to matters of principle and not attempt to further deluge this
committee with a mass of statistics to which I know you have already been exposed.
Our committee consists of 35 physicians representing different specialties, living in areas that are scattered throughout the entire country. Our membership
includes physicians from both political parties. We have a common belief that
the most practical method of financing care of the aged is through a payroll tax
and feel this is a moral, and not a political issue.
In addition, there are more than a thousand physicians who have indicated
to us directly their support of the principle we endorse. It is heartening further to know of the support of this principle by approximately 5,000 physician
members of the National Medical Association, and to study the opinion of the
conservative magazine Modern Medicine, which showed, by way of a random
sample of over 27,000 M.D.'s, that approximately 10 percent of physicians favored
the King-Anderson bill. A separate, unrelated organization, the Physicians
Forum, representing several thousand more physiciaps is in favor of financing
the care of the aged through social security. It is also interesting to learn of
the wholehearted support of the medical profession of the recent opportunity for
independent physicians to participate in the social security system.
Our support of financing the care of the aged through social security is in
keeping with the traditional pattern of the evolution of health care services, not
only in the United States but in other countries throughout the world where
advances have been made only after a great deal of argument, with the majority
of the medical profession playing the role of reactionary conservatism and an
active minority attempting to awaken the public conscience and stimulate political
action.
Seven years ago a first step was taken in Congrr.:s when the Forand bill was
lInroduced. Unfortunately, today, 7 years later, the House of Representatives
has not had an opportunity to vote upon this impetant lsoue. While these precious years have gone by. several changes have talen place.
1. The over-O5 population Is growing at a greater rate than other segments.
2. The proportion of persons within this population who are over 75 is increasing. Needless to say, these are the reOple with the highest needs and
the least amount of Insurance.
It has been statistically proved to the satisfaction of all that the need for hospitalization of the over-65 population and the utilization of hospitalization for
tho over-65 population tops every category such as the number of admissions
per thousand, the )lumber of days per thousand, and the length of hospital
stay per Illness.
3. It is a fact that the over-65 group has less sickness insurance than those
under 65.
4. It is also a fact that the insurance that they have covers considerably less
of the costs of their Illnesses.
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5. During the past 7 years the Consumers Price Index of medical care has
risen to approximately 120 percent, using 1947-59 as 100 percent. Reliable
authorities predict a continued minimal rise of between 5 and 7 percent annually for the next 10 years.
6. The cost of Blue Cross premiums alone have increased 83 percent in the last
12 years and substantial requests for increases of 22 to 32 percent are pending
before many State insurance commissioners at the present time.
7. The burden of paying for the care of the aged continues to threaten the
very life of Blue Cross which admits that some outside source of financing is
necessary. In 1962 alone, Blue Cross collected $200 million in premiums from
the over-65 group, while paying out $375 million for their care.
8. Without exception, the nonprofit over-65 interagency pool plans in New
York, Connecticut, and Massachusetts are already finding it necessary to increase premiums even though they are relatively high cost, low benefit stopgaps.
9. The pioneering Kerr-Mills program, while still helpful for the present and
needed for the future, Is developing many serious defects, some of which will
only be intensified rather than cured by time. For example(a) Tie marked disparity in benefits among States causing the degree
of relief (if any) to the needy to be dependent on place of residence, rather
than seriousness of illness;
(b) The disappointing number of States which, in 3 years, have not
enacted any program at all. This inequity is magnified when it is realized
that even people in States with no program are contributing to the general revenues of the Government from which tle Federal part of KerrMills is financed;
(c) The exorbitant cost of administration, due in part to the need for
exhaustive investigation of income and assets, not only of the beneficiaries
but of their children as well;
(d) The continuing abuse of the intent of the program by many States
which have swelled the MAA ranks by transfer from other public assistance
programs because of a more favorable extent of Federal participation;
(e) The facts that the bill does nothing to prevent financial problems but
depends on dependency for its activation;
(f) The fact that help from the program requires recipients to be on
the welfare rolls, which automatically in most instances means that for inhopsital services, he has no free choice of physician;
(g) The necessity for an individual, no matter how thrifty or diligent
he may have been throughout his life, to be forced to publicly acknowledge
inadequacy before becoming eligible for help; and
(h) The growing realization that under Kerr-Mills, which is no more
nor less than an expansion of the welfare state, all but the extremely
wealthy must live under the constant fear that an unpredictable and unpreventable medical disaster may strike and financially ruin not only them,
but their children as well.
During the past years, the insurance interests, the drug interests, the National
Association of Manufacturers, and the National Chamber of Commerce have
been stepping up their campaign in opposition to the social security approach.
Time past president of the AMA has become the image and the mouthpiece of
the group. His approach by this time is well known to us all.
1. A major element in the AMA's campaign has been the attempt to instill in
time older people of the Nation the fear that the social security system Is going to
go bankrupt, totally ignoring all the evidence to the contrary, including the most
recent report of the Advisory Council on Social Security.
2. Then we suddenly find the AMA cast in the role of concern for labor, which
under social security must contribute a higher percentage of Income than the
people living on Park Avenue, New York, who do not need any help. They suggest
that working people are unwilling to make the additional contribution toward
health benefits proposed in the Anderson-King bill.
3. Although it has been worn very thin, there always remains the argument
about the threat of socialized medicine.
4. Then there is the suggestion of the threat of the loss of the doctor-patient
relationship and the disintegration of the quality of medical care which the free
enterprise system in the United States has made the best in the world.
5. There is the threat that the Government will be getting into the practice of
medicine and looking over the doctor's shoulder.
6. There is the element of compulsion, which they suggest Is un-American.
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I would like to comment directly to your committee on some ol these allegations. First of all, you must realize that within the AMA democracy stops at th,
county level. Beyond this, there is no two-party system, no proportional representation, no minority leader, no minority report, and no effective platform fron
which the minority opinion may be expressed.
The result is the mistaken impression held by many people that the AMA is a
monolithic structure and that the utterances of its president, for whom only
members of the house of delegates are given the privilege of voting are subscribe(
to by all. The increasing number of States in which membership in the AMA is
becoming compulsory Is a slight measure of the growing dissatisfaction of the
physicians of America with AMA's political activities. The increase in the proportion of dues (formerly $1.3 million) going toward more active public relations,
is particularly objectionable.
Regarding the inequitable burden upon working people which the social secirity approach would inflict, may I suggest that labor, which represents the best
organized, the most articulate, and the most knowledgeable segment of society
regarding the value of the medical dollar, is quite capable of transmitting their
attitude about financing the care of the aged through social security without the
unwanted interference of the president of the AMA.
Regarding the folks on Park Avenue, it might be noted that three-tenths of
1 percent of people over 65 have incomes of $50,000 or more and only 3 percent,
incomes of $10,000 or more.
Regarding the question of socialized medicine, I am sure that this sophisticated
committee appreciates the fact that our present level of medical care in this
country could never have been achieved without the very substantial amount of
Government participation which we have been fortunate enough to enjoy. I am
sure you all realize that parts of our medical care program are totally socialized;
other parts are partially socialized. In fact, there is almost no part which is not
socialized to some degree. Nevertheless, it remains our American system today.
I believe our greatest responsibility lies in further developing cooperative endeavors combining the exploitation of the great resources of Government with the
wealth and talent we have in our free enterprise system. The time has come
when we can no longer afford to have either of these great potentials dissipating
their strengths in Lortal combat. The good of society demands that antagonis
be replaced by synergism in an integrated program which alone can achieve the
best in health and medical care for the American people.
Whether there is indeed a threat to the doctor-patient relationship in social
security health insurance depends upon what kind of a relationship this is considered to be. It is hard to understand how the source of payment of a hospital
bill whether from mortgage on the farm, from relatives, friends, savings or social
security, will modify the ability of a doctor to convince a patient of his interest,
or to command the patient's respect or to give what constitutes the essence of a
doctor-patient relationship-to give; namely, not only of his time or even his
knowledge, but of himself.
A word about the quality of our medical care in relation to the contention of
the AMA that we have the best in the world. Relatively recently, Dr. Luther
Terry, the Surgeon General, stated that 150,000 lives were being lost annually
because of lack of application of techniques already known; and 1 million disabilities were occurring each year which were preventable. The report of a study
of chronic illness in a rural area made possible some time ago by the commonwealth fund revealed an amazing number of existing unmet needs. In Hunterdon
County, some 60 miles southwest of New York City, medical care was needed by
79 percent of the sample population-47 percent received it; drug or diet therapy
was required by 49 percent of the sample--15 percent received it; surgery was
needed by 21 percent-.-4 percent had surgery; dental care was needed by 17
*percent-3 percent had it; psychiatric care was needed by 3 percent-0.5 percent
had it; bedside nursing for one or more days was needed by 15 percent, but only
6 percent received it; a home nursing visit should have been made at least once
to 13 percent of the sample, but only I percent were visited.
Nor do we find solace ina review of recent international vital statistics.
It is Norway-where diseases are recognized as being socially disruptive and
where there is considered to be no relation between the value of life, health, and
happinessand the wealth of the. individual-that has the greatest longevity, not
the United States.
We are not the country with the lowest maternal mortality. Only recently we
slipped to 11th among nations in infant mortality.
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These statistics are all based on comparable criteria according to World Health
Organization standards.
It is provocative to compare these representative vital statistics of our country,
served by a medical profession that is supposed to rally to the AMA's battle call of
"help the needy, not the greedy," with the vital statistics of other countries-in
which to a large extent the power to heal has been removed from the marketplace, and people are not penalized financially for illness. It gives us insight
into the disquieting fact that in our country, morbidity is related in indirect
proportion to socioeconomic status, that infant death rates and maternal mortality in our own country vary as much as 400 percent between certain categories
of peoples.
In regard to the Government taking a greater interest in medicine, I can only
say it is none too early. As larger sums of money become available for medical
care, enforcement of standards becomes more essential. While it is true that
efforts have been made by the profession to control certain abuses in accredited
hospitals, the overall picture is discouraging. As long as welfare continues to
p~gy for substandard care in substandard facilities, these facilities will be encouraged to continue in their pattern of providing inadequate care.
As long as Blue Cross continues to make payments to hospitals across the
country without regard for the fact that only 67 percent of the 3,579 voluntary,
and 18 percent of the 982 proprietary hospitals have met even the minimum
requirements of accreditation, the existence of substandard hospitals will be
encouraged.
Commercial insurance companies continue to pay for physicians' services regardless of any evidence that the doctor is competent to render the service. Perhaps saddest of all, Blue Shield, the so-called doctors' plan, still insists on paying
any licensed physician for any service he renders to any patient.
It is apparent that the providers of medical service have not been able to police
themselves. The time is long overdue when some branch of Government, hopefully the Public Health Service, will become involved in the development and
enforcement of standards in the field of medical care, especially for the aged and
chronically ill.
In answer to the question of compulsion, may I say that although none of us
enjoy it, there is abundant precedent. After all, It is our compulsory insurance
against ignorance and illiteracy, which for many years has formed the basis
of our public school system.
These are a few reasons why we are in disagreement with the spokesmen of
the bitter opposition to hospital insurance under social security which the AMA
has been leading.
It is a great tragedy that during these past 7 years while we have been debating the question of how to make it possible for our senior citizens to enjoy a
measure of security against unpredictable and unpreventable medical disaster,
other industrial countries in the world have taken the power to heal out of the
marketplace and no longer penalize their citizens financially for unpreventable
sickness and infirmities. The responsibility for the worsening relative 1hcalth
position of the citizens of the United States as represented by our decr( sing
standards in infant mortality and our increasing disparity of health within our
own socioeconomic classes, must be attributable, at least in part, to the lack of
governmental action. I am sure this is due in some measure to the failure to
appreciate the extent of the Nation's unmet needs.
The most recent evidence of changing standards of values on the international
scene is'the health charter for Canadians recently presented in Ottawa to the
Parliament by the Royal Commission on Health Services. The report stated that
"achievement of the highest possible health standards for all our people must
become a primary objective of national policy and the cohesive factor contributing to national unity involving individual and community responsibilities
and actions." The Commission goes on to spell out its basic philosophy which
may be'summarized as follows: "That Canada's human resources, men, women,
and children are worth the price that must be paid in taxes in insuring that all
Canadians may enjoy the best health possible. in this era of scientific advancement, and that Canada can afford that price."
In the light of, what has gone on in the past 7 years and in the light of the
lives which have been needlessly lost over this period of time, to say nothing of
the disabilities which are accumulating unnecessarily each day, I feel I can
speak for each member of our committee in saying that we are profoundly disappointed in the failure of the Congress to enact legislation along the lines of
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the King-Anderson bill. Such legislation is necessary and should be enacted
without further delay in orderThat payment toward the cost of medical care may be financed through
the social security system;
That financing may be handled by a single existing experienced nationwide agency;
That there may be uniform benefits to all regardless of place of residence;
That there may be no necessity to publicly confess to Inadequacy;
That the burden on existing tax structures be minimized;
That the financial load on existing welfare plans may be lightened;
That Blue Cross may be restored to a competitive position by removing the
intolerable burden of the over-65 group;
That medical indigency may be prevent.
In short, in order that people in the last of life, for which the first was made,
may enjoy with dignity some protection toward the cost of their medical care
which they, themselves, will have earned.

Senator BENN-Lr. I have enjoyed my visit with you, Dr. Esselstyn.
I am sure the committee appreciates your appearance here today.
Dr. ESSELSTYN. Well, it has been a pleasure, and I thank you.
Senator BENNEr. Thank you.

Mr. William E. Beaumont, Jr., the American Nursing Home Association.
STATEMENT OF WILLIAM E. BEAUMONT, SR., PRESIDENT OF TILE
AMERICAN NURSING HOME ASSOCIATION; ACCOMPANIED BY
ALFRED S. ERCOLANO, EXECUTIVE DIRECTOR, AMERICAN NURSING HOME ASSOCIATION
Mr. BEAUMTi.
'r. Mr. Chairman, I am William E. Beaumont, Jr.,
president of the American Nursing Home Association, whose offices are
located at 1346 Connecticut. Avenue NW., Washington, D.C. I am
also past president of the Arkansas Nursing Home Association and
owner-administrator of a 47-bed nursing home in Little Rock, Ark. I
have with me today, Mr. Alfred S. Ercolano, the executive director
of the American Nursing Home Association.
The American Nursing Home Association has a membership of over
4,300 nursing homes and 47 affiliated State nursing home associations.
Our membership represents over 170,000 beds of both proprietary and
voluntary nonprofit homes.
We who must deal with the problems of caring for our aged and
chronically ill on a day-to-day basis, appreciate this opportunity afforded by the committee to present our views on H.R.. 11865, the
"Social Security Amendments of 1964." It is our position that the
proposed amendments to the social security system to provide an increase in benefits, among other purposes, is a sound piece of legislation which is sorely needed to offset the growing demands upon the
present social security checks of our aged population.
There is little doubt in anyone's mind as to the intent of this legislation: to provide our aged with additional revenues to help meet
their daily expenses.
Since this measure is so important to the some 20 million persons
receiving social security payments, we would oppose any additional
amendments which would imperil passage of this bill before the end
of this session.
It is our contention that any amendment, involving medical care
to the aged under the social security system, attached to this bill would
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seriously jeopardize, for this session, the passage of this much-needed
increase. We support H.R. 11865 because we feel it is in the spirit of
the social security concept and in the spirit of individual
resp onsibility.
The benefits embodied in H.R. 11865 allow the recipients to choose
freely the area where their additional income will help most. It is
our thought that the primary aim of the Congress should be to disencumber this important legislation of elements, such as medical care
under social security, which would in any way impair speedy passage
and promulgation of this justifiable increase in cash payments.
Since its beginnings in 1949, the American Nursing Home Association and its predecessor organizations have provided leadership in
improving nursing home facilities and standards of care in nursing
homes throughout the country. We have worked diligently with
other organizations in the medical and paramedice.l fields in meeting
the health problems of the aged.
We also cooperate with governmental agencies at National, State,
and local levels to raise the standards of care in nursing homes and to
bring about realistic laws regulating and licensing nursing homes.
While only five States had licensure laws in 1960, today all States
require licenses for nursing homes. The American Nursing Home
Association membership includes only licensed nursing homes.
We, for many years, have worked to establish an accreditation program which goes beyond licensing standards and encourages a greater
degree of professionalism in personnel and in methods of care and
rehabilitation. Where such accreditation programs were effected, resultant improvements in standards of care were phenomenal. Last
year, we were instrumental in establishing a national accreditation
program.
As of April of last year, our association joined with the American
Medical Association in the joint sponsorship of the National Council
for Accreditation of Nursing Homes. The national council officially
opened its new offices in Chicago last September under the direction
of Dr. Henry H. Holle, former public health officer from the State
of Texas.
There were some 23,000 nursing homes and related facilities with a
bed capacity of nearly QO00,00 in 196-. Of this number 9,700 were
skilled nursing homes uoder Public Health Service definition, with a
bed capacity of nearly /600,000 in 1961. Of this number 9,700 were
professional or licensed practical nurses, or both, on their staffs.
The number of skilled nursing home beds has nearly doubled since
1954. I might point out to you at this time that 72 percent of skilled
nursing home beds are in private or proprietary homes and 16 percent
in nonprofit homes. Publicly operated homes accounted for only 4.5
percent of the homes and 12 percent of the beds.
Government programs such as the mortgage loan insurance programs of the Federal Housing Administration, the nursing home program under the Small Business Administration, and the Hill-Burton
nonprofit nursing home grant program, without a doubt, have provided the impetus for the rapid construction of nursing homes and
resultant improvements in facilities. Under the FHA program, 453
loans involving 41,887 beds and a total mortgage amount of $284.4
million had been insured as of last June 30.
30-453-4---46
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As of December 31, 1962, Hill-Burton grants of $143 million hae
been made to 234 chronic disease hospitals and 439 nursing home projects involving a total of 42,639 long-term care beds. Under the SBA
loan program 337 loans amounting to $23.4 million had been approved
for nursing homes.
The average age of our patients is 80. Most spend at least a year
with us and one-third are with us 2 or more years. Many return to
their own homes. About 77 percent of those 65 and over and 83
percent of those 75 and older have one or more chronic illnesses. Two
out of three suffer from a cardiovascular disease and one in four suffers
from some degrees of senility although more than half have periods of
disorientation.
The American Nursing Home Association is opposed to any program
of medical care to the aged under the social security system because:
1. It seeks to provide medical payments to all the aged regardless of
the financial ability of individual; the real need is among only a minority of our population and that figure is diminishing. Today there
are only about 2 million persons over 65 who do not qualify for some
program of medical assistance under either private policies or public
medical care assistance programs. This bill, which is inadequate in its
total scope, would have the impact of measurably weakening the equitable and sound programs already in effect.
2. The bill provides nothing which is not presently available, and
in many cases more adequately available, from the various private and
voluntary programs for aged. Its scope of care is limited, its mechanics
are cumbersome, its benefits are inequitable, and, in many instances,
duplications of other programs.
3. The proposed legislation is procrustean in concept. It attempts to
fit the total scheme of medical care for the aged into a totally inadequate and ill-conceived pattern. It creates a good many unnecessary
problems which merely confuse the total health care insurance picture
by adding another incomplete program which would have to be sup)lemented by other programs. The logic involved in this idea of piecemeal legislation is questionable. Certainly it would be to our advantage
and to the advantage of those to be covered to improve upon existing
programs such as the Kerr-Mills legislation which has met with such
widespread support from the various groups who deal constantly with
the problems of the aging.
4. Private associations and purveyors of medical services have been
continually seeking more expanded methods for dealing with the problems of medical care to the aged. We have constantly sought to increase
communication with private insurance companies that they might
expand their coverage to include more nursing home facilities and
services, and this is being done.
5. The proposed legislation does not take into account the wide range
of differences that exist from region to region, from State to State,
from county to county, and form individual to individual. Only a
program which provides for tailoring to the needs of each speific case,
and which apportions the costs according to the needs, could really
begin to meet the problem head on and eventually bring about a positive
and efficient solution.
6. The legislation in question has risen out of a misapprehension of
the total needs of our aged population. Obviously there is some ques-
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tion as to the validity of statistics of the various groups who have proposed and opposed such measures. But in this variation there lies the
source of our problem: the range of variation is too great to be encom)assed in such legislation. The only feasible solution is to prepare a
program aimed at meeting the needs as close to each individual case as
possible . This obviously can be done best on the local levels through
programs similar to MAA.
7. The program is out of focus with the actual health care picture of
today. In a goodly number of cases, it would force aged persons to
enter a hospital before they could qualify for nursing home care. Yet
many require only nursing home care and not more costly hospital
service.
8. This type of legislation exempts a person with tuberculosis and
the mentally ill. This is wholly unjustifiable since the concept is now
being advanced that nursing homes might be a more suitable environinent for many mentally ill patients. At the present time, the American Nursing Home Association is conducting a study for the Public
Health Service on the feasibility of transferring certain mental patients to nursing homes. This just points up part of the inadequacy
of such legislation now pending.
9. The bill discriminates against a vast majority of nursing homes
which are not hospital affiliated. Many of these homes have, however
provided many years of care to a large segment of the chronically iii
and aged when others were ignoring the problem. There are many of
these homes that would be eliminated from the care program simply
because an area hospital might not be willing to sign an agreement
with the Department of Health, Education, and Welfare and/or the
nursing home. The number of formal affiliation agreements between
hospitals and nursing homes is insignificant. Probably less than 2
percent of America's nursing homes have such agreements.
10. The legislation does not provide payment for actual costs of
care, but only for payment of what the Secretary deems as "reasonable
costs." On that basis, if a uniform rate is applied throughout the
Nation, it cannot reflect the various cost differences which prevail from
area to area, thereby revealing another point in which the program
proves unrealistic and inequitable. Failure to pay actual costs would
mean a double burden on private pay patients who would be paying
the deficit costs of service.
11. The financial condition of America's population aged 65 and
over has improved tremendously in the last few years and the prospects ahead are even brighter. Surveys have indicated that about
one-half of the patients in nursing homes either paid their own way
or their cost of care was borne by their families. The President's
Council on Aging in a report issued earlier this year noted that in
1950 there were 12.3 million Americans 65 and older with incomes
totaling $15 billion; in 1961 there were 17 million elderly, an increase
of 40 percent, with incomes of $15 billion, an increase of 130 percent.
Significantly, the report addedInaddition the people who retire during the next 10 years win receive higher
payments, on the average, than the benefits being paid today * * *. Private
pensions will also play a bigger role in providing economic security for the people
retiring during the next 10 years.

12. Private and voluntary health insurers are continually expanding their coverage of the over-65 age group so that today some 60 per-
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cent are covered. The insurers are also extending their coverage to
include nursing home care. Figures from tie health Insurance Asso.
ciation of America indicate that 10.3 million persons 65 and over were
protected in 1962 by some form of private health insurance. This
figure has increased tremendously in the last few years as I am sure
the committee realizes. At the same time, we are told by the Social
Security Administration that 14 percent of the aged are receiving
old-ago assistance benefits and are therefore eligible to obtain Government help in meeting health care costs. In other words, at least
three-fourths of the Nation's aged have available a means of meeting
health care costs without including those who receive aid under the
MLA, or Kerr-Mills program. Private insurance coverage companies
e
ding their coverage to include nursing home care, and at the
end of 1962 more than half of the Blue Cross plans provided nursing
home coverage in their benefits.
13. The aid to those financially unable to meet not only health costs,
but the costs of everyday living is a joint responsibility of National,
State, and local governments and administration of these programs is
best done at the State and local level.
The American Nursing Home Association has supported much in
the way of legislation which we consider to be to the benefit of our
many senior citizens. In opposing or supporting any legislation in this
area, we have carefully studied the considerations before assuming a
position. So we come here today not without a serious question as to
the necessity of this additional program and not without serious question as to the orthodoxy of housing such a program in the framework
of social security.
It is our contention that there is now an avenue which is open
through which vxe can take immediate and special action to 1.rovide
adequate health carol for our aged who are in need. This avenue is
the present MAA and OAA programs.
It is our position that the -realneed lies in the development of strong
and sincere leadership from the Department of Health, Education,
and Welfare to promote the implementation and liberalization of
MAA systems and to improve the payments for services in OAA cases.
We feel strongly that this leadership is necessary in many areas
of the Nation. Roughly half of our nursing home patients receive
some sort of public assistance. In many States the programs are working well, but in some they lag. Health, Education, and Welfare is in
a strong position, with its vast network of personnel and resources to
provide strong and valuable leadership in these weaker areas. There
is, unfortunately, a feeling rampant throughout our field that Health,
Education, and *elfare would like to see Kerr-Mills fail of adequacy
in order to create an outcry for legislation of this type.
In summary, we support H.R. 11865 and oppose any amendment
which is foreign to the intent of this legislation and which could abate
the changes of speedy passage of it.
Thank you, Mr. Chairman, for the opportunity of presenting our
statement.
Senator BENNErr. Thank you very much, Mr. Beaumont. We
appreciate your coming here, and we appreciate your patience in waiting for us this afternoon.
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Mr. BEAUMONT. If there is any additional information which we
can furnish the committee we would be happy to do so.
Senator BENNETr. Thank you.
(At the request of the chairman, the following are made a part of
the record:)
STATEMENT OF THE AMERICAN NURSES' ASSOCIATION ON HR. 11865, AUGUST 10, 1964
The American Nurses' Association is the professional organization of registered
nurses in 54 constituent State and territorial associations. We are one of the
professional groups deeply concerned with providing health care for the American
people and are the largest single group of professional persons giving that care.
Tie American Nurses' Association has supported the provisions of the Social
Security Act and extensions and improvements of the system since its adoption.
We support the amendments to the act passed this year by the House of Representatives.
In 1958, the highest policymaking body of the association, its house of delegates,
voted to support the principle of extending the social security program to include
health insurance for recipients of old age, survivors, and disability insurance.
The house of delegates reaffirmed this position in 1960 and In 1962. We therefore welcome the opportunity to give our views on further extending the act to
include health insurance for the aged.
Our primary reason for support is stated succinctly in the following resolution
adopted In 1958 and reaffirmed at the two subsequent conventions:
"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 financing 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
insurance: Therefore be it
"Resolved, That the American Nurses' Association support the extension and
iml)rovement of the contributory social insurance to include health insurance for
beneficiaries of old-age, survivors, and disability insurance; and be it further
"Resolved, That nursing services, including nursing care in the home, be included as a benefit of any prepaid health insurance program."
The association further believes that using the social security mechanism as
a means of solving the problem of financing health care for the aged is more
dignified and appealing to the people of this country than an approach through
public assistance programs.
In taking this position in support of the extension of social security to include
health insurance coverage, the association indicated its concern for the health
needs of millions of Americans who are faced with the problem of financing
health care at a time when income is lowest and potential disability at its
highest.
Because of their own economic situation, nurses identify with those facing
retirement on a limited income. In 1963, the average weekly salary of general
duty staff nurses in non-Federal general hospitals was $86.50 per week. The
salary range was $55 to $100. This group of nurses comprises over 60 percent
of those in practice.' Private duty nurses, who are independent contractors,
are the next largest group. During January 1962, they earned a median monthly
salary of $320. The median number of days worked during the month was 18.
These nurses have no paid sick leave, no retirement program other than social
security for which they pay the entire tax, no paid vacation leave or other benefits
commonly available to employed workers.2 The third largest group of prac.
timing nurses are employed in physicians' and dentists' offices. Their median
monthly salary in July 1962, when ANA last surveyed their employment conditions, was $360. Only 20 percent reported hospitalization coverage and 5 percent retirement plans other than social security. According to law, office nurses
are covered by the Social Security Act.'
These three groups comprise over 80 percent of all practicing nurses. On
retirement they will be faced with the problem of maintaining a decent standard
"Facts About Nursing." American Nurses' Association, 1964 ed., p. 138.
d.,
148.
Ihld. p, 175.
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of living and securing needed health services. On their present salaries it is
impossible to save any substantial amount toward retirement, nor will they, on
present salaries, be eligible to receive the maximum retirement Income under
social security.
In previous testimony before the House Ways and Means Committee, we
made several suggestions regarding the provisions of nursing services and the
role of professional nursing in establishing policies and executing them In a
skilled nursing facility and a home health agency. The major continuing service
furnished by these facilities Is nursing. Nursing care should be given by or
under the supervision of a registered professional nurse and policymaking bodies
of the Institution should include registered professional nurses.
We have been concerned with the care available in many nursing homes in
this country where there is minimal medical and professional nursing service.
We believe payments from the social security fund should not be used to support
and perpetuate substandard care. We further believe that if skilled nursing
facilfties are to be eligible to participate in the proposed program they should
meet requirements for accreditation set by a multidisciplinary committee or
commission. Such a multi-disciplinary accrediting body does not now exist. Efforts to establish a division for accrediting inpatient facilities other than
hospitals under the Joint Commission on the Accreditation of Hospitals have not
been successful to date. However, several associations, including the American
Nurses' Association, continue to explore ways of Implementing this multidisciplinary approach.
The American Nurses' Association has supported 'the Kerr-Mills Act (medical
assistance for the aged) by encouraging its constituent State nurses' associations
to support necessary enabling legislation to activate the program. On principle
the association does not approve of the means test and it questions how much
freedom of choice recipients of MAA actually have. Recent studies of the program appear to Indicate it has limited value. A few of the more wealthy States
have comprehensive programs and receive most of the Federal funds allocated
under MAA. In the past, these same States have had fairly liberal public assistance medical care programs, indicating not only ability to finance a program but
also a greater than average concern for the less fortunate of their citizens. It
would appear, therefore, that the success of MAA Is dependent on the resources
of an Individual State and its commitment to proposals contained in the law.'
For all these reasons, the American Nurses' Association supports proposals to
extend the social security system to include health insurance for recipients of
OASDI, and we urge the committee to give favorable consideration to the principle of financing health care through the Social Security Act.
VERMONT NURSING HOME AsSOCIATION,

March 23, 19611.
Senator GEORaE D. AIKEN,
Washington, D.C.
DEAR SENATOR AIKEN: At a meeting of the Vermont Nursing Home Association, March 12, 1964, the membership resolved that "the Vermont Nursing Home
Association Is opposed to H.R. 3920 or any other legislation which provides for
medical care of the aged under the social security system without regard to the
financial needs of the patient."
We are writing to you to express the feelings of the association which represents the better nursing homes throughout the State and a large percentage of
the total nursing home bed capacity. We feel there are many reasons why this
bill Is unrealistic:
The bill seeks to provide medical benefits to all the aged regardless of means
and the problem rests only with a minority who require assistance. The bill Is
unrealistic In that it is hospital oriented and out of focus with the actual health
care picture today. It would force aged persons 'to enter a hospital before they
could qualify for nursing home care when many require only nursing home care
and not more costly hospital service. The bill fails to neet actual costs of care,
providing only for payment of what the Secretary of HEW prescribes as reasonable. The financial condition of Amerca's population age 05 and over has Improved tremendously in the last few years and the prospects ahead are even
4Medical assistance for the nged-the Kerr-Mills program, 1960-63, Subcommittee on
Health of the Elderly, Special Committee on Aging, U.S. Senate.
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brighter. Private and voluntary health Insurance is constantly expanding coverage of the over-65 age group.
We hope that you will vote against the passage of this bill and we believe that
the real need is for Improvements in the Old Age Assistance Act and the Medieal
Assistance Act program to meet the problems of those who truly cannot afford
the cost of major medical expenses.
Sincerely yours,
RAYMOND GOBELL, President.
NEW YORK STATE NURSING HOME ASSOCIATION, INC.,

Syracuse, N.Y., August 10, 19641.
Hon. HARRY F. BYRD,

New Senate Office Buildithg,
Washington., D.C.
DEAR SENATOR BYRD: The New York State Nursing Home Association wishes
to record its support for H.R. 11865. We also wish to register our opposition to
amendment 1163 (Senator Javits' amendment) to H.R. 11865.
Very truly yours,
FREDERICK C. PFISTERER, President.

OKLAHOMA STATE NURSING HO.E ASSOCIATION, INC.,

Oklahoma C0ty, Okla., August 10, 19641.
Hon. HARRY F. BYRD,
U.S. Senator, Committee on Finance,
New Senate Offlce Building, Wa8hinpion, L.C.
DEAR SIR We have just studied senator Javits' amendment No. 1163 to II.R.
11805.
As you may know, our Oklahoma State Nursing Home Association and the
American Nursing Home Association have already gone on record in support
of H.R. 11865. We cannot, however, support amendment No. 1103.
We, therefore, re-pectfully request that you do all within your power to defeat
amendment No. 116 to H.R. 11865.
Mr. William E. Beaumont, Jr., president of American Nursing Home Association, Is scheduled to testify before your Senate Finance Conmittee on Friday,
August 14, in opposition to the amendment proposed by Senator Javits. He
will support H.R. 11865. His statement will further explain our position.
Thank you in advance for your consideration of this request.
Respectfully yours,
ED WALKER, President.

Senator BENNETT. Dr. Buhler of the College of American Pathologists.
Dr. Buhler, will you identify the gentleman who is with you.
STATEMENT OF DR. VICTOR B. BUHLER, PRESIDENT, COLLEGE OF
AMERICAN PATHOLOGISTS; ACCOMPANIED BY DR. OSCAR B.
HUNTER, JR., MEMBER OF THE BOARD OF GOVERNORS
Dr. BURLER. Mr. Chairman, I am Dr. Victor B. Buhler of Kansas
City, Mo., president of the College of American Pathologists. I am
accompanied by Dr. Oscar B. Hunter, Jr., of Washington, D.C., a
member of the board of governors and committee on national legislation of the college.
The College of American Pathologists is a professional society representing over 4,000 doctors of medicine practicing the medical specialty of pathology in hospitals, medical schools, and private offices
throughout the country. I appear before you today representing these
physicians in opposition to the amendments to H.R. 11865 now before
you for consideration which seek to finance certain health benefits
for the aged through the social security mechanism.
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First, I would like to emphasize that pathologists are doctors of
medicine. After an individual graduates from medical school he must
spend at least 5 additional years in intensive training in order that
he may be certified to practice the medical specialty of pathology.
Mr. Chairman, despite the disclaimer in the various amendments
before you that-Nothing in this title shall be construed to authorize any Federal officer or
employee to exercise any supervision or control over the practice of medicine or
the manner In which medical services are provided * * *.

The practice of laboratory medicine and the manner in which such
medical services are provided would be specifically regulated were
these amendments to be adopted.
'The services of over 6,000 doctors of medicine practicing pathology
arm specifically included under the provisions of these amendment's
which define the medical practice of pathology as an inpatient hosPital service. As physicians engaged in the practice of this specialty,
w1 disagree with and resist the implied classification of the art and
science of medicine as practiced by us as a "hospital service."
Make no mistake about it, tens .f thousands of medical doctors'
services are specifically controlled and regulated by the proposed legislation due to the inclusion of the medical specialties of pathlogy,
radiology, physiatry, and anesthesiology as a "hospital service" under
the provisions of these proposals.
Laboratory medicine is just that-medicine. It requires the services of a highly trained medical doctor. Although many pathologists
carry on their medical practice as directors of hospital laboratories,
this situation does not. alter the fact that these physicians are practicing
medicine and that their practice would be controlled, supervised, and
regulated were these amendments to be enacted into law.
In addition to those pathologist practicing in hospitals and other
institutions, a substantial number of the pathologists in this country
maintain private offices where they conduct the practice of laboratory
medicine as a service to the other medical practioners in private practice and their patients in the communities which they serve. The enactment of this legislation would result in paying for certain laboratory
services were they to be provided by the hospital and not to pay for
identical services were they to be performed in the private offices of a
pathologist.
Wlitt about the cost of pathology examinations? Those aged recipients of benefits under these proposed amendments would have great
incentive to seek the shelter of hospital and institutional care for
diagnostic examinations which could-be provided more inexpensively
in private physicians' laboratories. Pathology services provided as
hospital outpatient services, in general, must reflect, in addition to the
professional services involved, various hospital administrative and
overhead charges which are more costly to the patient.
When diagnostic services are provided as hospital services-r-where
the primary reason for hospitalization is a diagnostic :-orkup-the
cost (liffereiitial becomes greater because to the cost of pathology services must be added room, board, nursing care, and hospital administration costs which are coml)letely unnecessary for most pathology examinations. Consequently, we feel this bill would not only be destructive of 'food medical care but costly both to the taxpayers and to the
patient.
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On behalf of the membership of the college I would like to speak to
you now as a physician and voice some of the concerns and object ions
which are common to all of us who have dedicated our lives to the art
and science' of medicine and the care and healing of the sick, aged, and
infirm.
We are concerned over the effects of Government intervention on
this Nation's unsurpassed standards of health care. We also question
the financial necessity of a Federal Government program providing
medical care as a matter of right to all those over 65 years of age
regardless of their need for governmental assistance.
Our observations also indicate that as a group over 65, Americans are
self-reliant and independent and are in control of their economic
destiny. In general, they are in good health and most of them are
now adequately protected through insurance or other governmental
programs with localized control from the costs of serious illness.
The members of the College of American Pathologists, like most
other physicians, endorse limited governmental programs where they
are locally administered and related to the need of the ill individual
for asistance from taxpayer funds. Like most other thinking taxpayers, wve voice our strenuous opposition to proposals such as the pending legislation which call for the expenditure of taxpayers' funds without any relation to the need of the recipients for Government assistance.
In this connection I would certainly be remiss if I did not once again
call to the committee's attention the outstanding success of the KerrMills law enacted by the Congress in 1960 to provide medical care for
the needy and near-needy aged. I am sure the members of this committee are more knowledgeable than I am on the rapidity of acceptance of previously enacted Federal grant-in-aid programs. However,
from our observations it appears that the Kerr-Mills program has been
implemented by the States at least as fast as any other Federal grantin-aid program in the history of this country.
This is not a federally operated bureaucratic program but may be
tailor made to the needs of the various States and localities in'the
United States. It offers a very promising vehicle for meeting the
medical needs of those over 65 who are economically unable to bear
the brunt of long-term illness but who have adequate funds to meet
ordinary everyday living costs including routine medical bills.
I would also be remiss if I did not mention, in passing, the great
strides which have been made by private health insurance and prepayment plans. An industry which was in its infancy a little more
than a decade ago now prognosticates that by 1970 (a scant 6 years
away) more than 80 percent of those over 65 who need and want health
insurance will have it. It should be obvious that with a booming
growing industry meeting the needs of most aged individuals for a
prepayment mechanism to assist them in times of illness that there
is no impelling necessity now for a compulsory Federal system encompassing all who have attained the magic age of 65.
W.e pathologists see week to week, month to month, and year to year
an ever-increasing number of our patients able to discharge their
obligations in full from the proceeds of private health insurance and
voluntary prepayment mechanisms. Let me emphasize from our experience, in our practice of medicine, health insurance and prepayment
mechanisms and the Kerr-Mills program are paying most of the medical bills of most of the individuals we serve over the age of 65.
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In conclusion, Mr. Chairman, the members of the College of American Pathologists are, in my opinion, legitimately concerned over the
effect that enactment of these amendments would have on the practice
of pathology and the practice of medicine in general. Our colleagues
in Europe, in England, in other countries of this world which have
experimented with government medicine tell us in all sincerity that
government financing of medical care without reference to need invariably results in poorer, not better, medical care.
As practitioners of one of the four medical specialties which are
specifically included in this legislation, we feel that we have a particular stake in your deliberations. I say to you with conviction and
without equivocation that we believe that the control of laboratory
medicine by a Government bureau would not be in the best interest
of our patients or of good laboratory medicine.
We sincerely believe voluntary programs-private insurance and
prepayment plans--coupled with limited Government participation
based on the needs of our elder citizens for tax funds to assist them
is the proper cooperative approach between Government, private enterprise, and the professions toward achieving and maintaining the
best possible medical care for all Americans.
I realize that the responsibility which you gentlemen have in passing on this legislative proposal is not undertaken by you lightly. I
can only sincerely urge on behalf of our membership that you seriously consider the sweeping effect of the step which you would take
toward total Government regulation of medicine should you favorably
report to the Senate the proposed amendments now before you.
I urge your thoughful rejection of these amendments and all
similar proposals seeking to finance health care for the aged under
the social security mechanism and other legislation designed to federally finance health care for a segment of our population without
reference to need for Government assistance.
Thank you, Mr. Chairman, for the opportunity that you have afforded the College of American Pathologists to make their views
known to you on this important legislation.
Senator B NNE1Tm. Thank you very much, Dr. Buhler.
You have heard, if you have been in several of these hearings, many
witnesses challenge the right of the American Medical Association to
speak for doctors generally on the ground that it is not a democratic
organization, and that the house of delegates is so chosen that many
doctors are deprived of an opportunity to express a contrary opinion.
Do you have any-do you know of the existence of any-strong
minority in your association that would oppose the statement you have
just made?
Dr. BUHLER. No, sir. Our organization is democratically organized
by representatives based on the number of pathologists practicing in
the State; or elected to an assembly, who meet, who discuss policy, and
policy is formulated by our board of goVernors who are elected by vote
of the membership.
I am sure that, as in any organization, there may be a few who would
not agree with these views. But these views are those of the overwhelming majority of the pathologists belonging to the college.
Senator BuNNETT. Thank you very much.
appreciate your being
here, and we are happy to have Dr. Hunter with us.

Dr.

BUHLER.

Thank you.

Senator BENiE-r. Thank you.
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The last witness is Dr. Malcom Phelps, of the American Academy
of General Practice.
STATEMENT OF DR. MALCOM E. PHELPS, PAST PRESIDENT OF THE
AMERICAN ACADEMY OF GENERAL PRACTICE
Dr. PHELPS. Mr. Chairman, I am Dr. Malcolm Phelps, of El Reno,
Okla. I have been engaged in the general practice of medicine and
surgery for more than 30 years. I am also a past president of the
American Academy of General Practice, the Nation s second largest
medical association. Tlle academy has more than 28,000 family doctor members in 50 State chapters, the District of Columbia, and Puerto
Rico. I speak today as both a private practitioner and as the official
representative of these 28,000 physicians.
As is true of all academy members, I am in daily contact with my
I)atients. I know each of them as a person-as a man, a woman, or a
child who needs medical attention. f know them as individuals-and
as members of a family. If you are familiar with the tel m "ivory
tower medicine," please understand that I am far removed from any
related endeavor.
Let me stress that I am in the general practice of medicine and surgery by choice--not 'default. I -believe, with all my heart, that the
family doctor has always been, and will always strive to be, the backbone of any sensible health care effort.
I will direct my comments today to the health care of the -aged as
it is related to social security health care proposals. My concern,
quite properly I believe, lies entirely with my patients and their personal health care problems.
I have been baffled, in recent years, by efforts to isolate the aged, to
treat them as biologic phenomena, biosocially unrelated to their childdren. Let me assure you that medicine does not hold with arbitrary
standards expressed solely as a function of chronologic age. I have
40-year-old patients who are functionally decrepit; I have 60-yearold patients who are incredibly healthy. Why then, do we assume
that a man, having reached age 65, is either unable to work or unable
to play a dynamic role in our society? Why do we similarly assume
that he must become a medical ward of the State, possibly surrendering his last vestige of pride and dignity? I submit that the mere act
of assigning a "moment of eligibility" has a detrimental effect on these
fine people.
On many occasions, my over-age-65 patients have told me that they
are opposed to compulsory health insurance plans. These people don't
want to be hoisted up on a health care shelf and treated like human
antiques. They are proud and purposeful people and it is a distinct
privilege to serve as their family physician.
Why, then, do proponents of most health care legislation View these
people as though they were physically and mentally senile? You
would perhaps be amazed to discover how many men and women,
turned out to pasture at age 65, die within a year. They don't die
because they are 66 years old, they die because they have been forced
to climb up on a sociologic shelf and gather someone else's dust. This
is sad-and I can't envision being a party to any related social travesty.
No one denies that some people, over age 65, need medical care and
are not in a position to pay the bills they may incur. The same, let
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me stress, can be said of some people who are 21, 42, 541/. I urge you
to understand that nothing happens to the human body, upon reaching age 65, that has not been happening for 65 years. Health is not
inflexibly tied to age. No great and debilitating organic change takes
place at three score and five years. If such a change does take place,
I argue that it is imposed more by the dictates of society than by the
will of God.
This, I implore you, in terms of health care needs-not in terms
of a birthday cake with 65 candles-grant unto these people the same
rights and privileges that you insist are your own. Don't, in the name
of social progress, treat them as aged lumps of humanity or as people
who need help on their way to the grave.
It has taken those of us with an interest in humanity years and decades to dispel or dilute the idea that a person, at age 65, is a sedentary
has-been. If the good Lord is willing, I will be taking care of people
until I am 112 years old. I am told that the physician's average retirement age is 72 but I know countless able and active men who can
barely remember back that far.
I am talking, then, about need-not years. Name me a profession,
other than the clergy, more concerned with human needs than the
medical profession. Ask me how many patients I have treated without
charge and I will tell you I have not the remotest idea.
Senator BENN'Pr. May I stop you at that point. Were you here
this morning?
Dr. PHELPS. Yes, sir.
Senator BnNNEI'm. Do you remember the letter that Mrs. Gottlieb
put, in her testimony?
Dr. PHELPS. I do.
Senator BENN-rI'. Would you refuse, would you hang up on that
woman, if she called and said she had found a man in the need of
medical care?
Dr. PIELPS. I have never know any doctor in my community to
do such a thing. I never heard of it happening.
Senator BENNE'rW. If you were in such a position that you could not
goDr.
yourself,
whatI would
done? ,
PHELPS.
would you
havehave
had one of my associates go or one of
my colleagues in the community. We do that very frequently when
one of us is busy and an emergency comes.
Senator BE NrNETT. But you would have assured that medical care
was provided for the nman before you dropped the situation?
Dr. PHEmPS. We certainly would; we always have.
Senator BENNETr. Thank you.
Dr. PHELPS. I have read news items about the number of hours doctors devote to the care of the indigent-and I am neither surprised
nor concerned. This is implicit in the medicine and a contrary attitude is to be deplored.
I ask you now if we have existed in a legislative vacuum. Is there
truly a great and pandemic need for additional health care legislation?
I)istinguish, if you will, between a down-to-earth need and an emotional demand. I have patients who demand a drug for which there
is absolutely no indication or need and I ask you to make a similar
distinction. We give it to them only if we think they need it.
Senator BENNEtT. Don't they usually develop that demand because
one of their friends is using it?
Dr. PmLPS. Some neighbor.
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Senator BENNEL'. Yes.
Dr. PHELPS. That is correct.
Time after time, in recent years, State and county medical societies
have run newspaper ads that belie this need. These ads have attempted to locate people who, being in need of medical care, have
sought such care and not. received it. To the best of my knowledge,
no one has ever come forth with a legitimate reply. No one has yet
said: "I needed medical care, sought medical care-and was unable
to obtain it."
Bear in mind, please, that these people were not offered perf unctory
or second-class care. Visit our finest medical centers and see, for yourselves, the number of patients who are utilizing the finest talents and
equipment we can offer-and are not paying a penny or being asked to
mortgage their homes. Others, more fortunate, can afford tllis kind of
care-thanks, in great measure, to voluntary health insurance.
I mentioned earlier that my patients are individuals-not stereotyped samples of humanity. As such, their health care needs and
their health insurance needs vary from individual to individual and
from community to community. The moment you enact legislation
that provides specific benefits for one, you will automatically neglect
the needs of many.
If indeed there exists any reason for a Government-subsidized health
care plan, then have the wisdom and vision to retain an element of
flexibility, the cou. age and commonsense to provide for those who need
help and not for those who are clearly able to pay. Such a program,
perhaps more often than you realize, would take from those who have
not and give to those who have.
Without trying to establish myself as an expert on legislative matters, I would like to suggest that further and continuing consideration
be given to appropriate income tax deductions. Such a plan would
let the individual tailor a health insurance program to his own needs
and those of his family, would encourage regular and routine physical
examinations and would give most people the satisfaction of knowing
that they paid their own way.
I have spoken here today largely in terms of older people and the
very real concern that we in medicine feel for them. Now, I would
like to say a word about our younger citizens.
The legislation approved by the House calls for bringing physicians
under social security. I know I speak for most of my colleagues when
I tell you we are against this proposal-have always been against it.
Only a minority of physicians retire at 65. Our years of practice,
as I have noted, go on to 72 and beyond. With the supply of doctors
what it is today in our rapidly expanding population, we shouldn't
be encouraged to retire as long as we are capable of serving and our
services are desired by those who have grown used to depending on
us over a great many years.
But beyond these considerations, there is the deeper feeling among
doctors that they do not want to be in the position of receiving Government benefits that represent a burden, however small, on younger
people who are paying these taxes while they have to find the money
to raise families, buy homes, educate their children, and, yes, pay their
doctor and hospital bills.
The plain fact is, after you have spent a lifetime caring for the needs
of others, you cannot lightly discard a feeling of responsibility for
them.

726

SOCIAL SECURITY;

MEDICAL CARE FOR AGED

I will take up no more of your valuable time. I thank you vero
much for the privilege of appearing here today. You gentlemen lalurgent matters to consider, and I have patients to take care of.
Thank you very much.
Senator BENNETT. I appreciate your presence here, Dr. Phelps, an(,
I am sure that the other members of the committee do.
It seems I have now reached the magic age of 65. I particularly
appreciated what you said in the middle ofyour statement against
the idea that those of us who have reached this poiDt should automatically become subject to being put on a shelf. Fortunately in the
Senate we are elected for a definite term, so I cannot be suddenly
sawed off just because my 65th birthday has passed.
Well, thank you very much.
Dr. PIELrS. May I say a word about a question you asksd the last
doctor?
Senator BENNFTr. Yes.
Dr. PHELPS. Since I have been rather active in the American Medical Association, and one witness testified that there was no place for
a minority report, I assure you, sir, if he made that statement he has
never been to the house of delegates or any of our meetings because
I have been one of those who have filed minority reports on many
occasions, and I have always been heard, and any doctor can be heard.
Senator BENETT. I appreciate that comment. I have been sitting
in on hearings like this now for 14 years, and I have discovered that
some of my colleagues, whenever a representative of an association
appears to testify in opposition to their position, they immediately
challenge the legality of the testimony on the ground that lie cannot
possibly be speaking for every member of the association.
I think if the situation were reversed and these men were hearing
testimony that they wanted, they would never raise that particular
question.
Dr. PHELPS. I am sure they would not.
Senator BENNETT. Ladies and gentlemen, this brings us to the end

of the scheduled hearings.
The committee will attempt to begin its study of the bill next Monday, so it will be impossible for us to accept any statements after the
close of these hearings.
We hope to have the printed record of the hearings for the use of the
committee by Monday or Tuesday, so unless there is anyone present
who has a statement to offer for the record, we will call the hearings
adjourned, the record closed, and we thank you for your interest.
(By direction of the chairman, the following is made a part of the
record:)
STATEMENT OF D. P. LooMis, PRESIDENT OF THE ASSOCIATION OF AMERICAN
RAILROADS

Mr. Chairman and members of the committee, my name is Daniel P. Loomis.
I appear here on behalf of the Association of American Railroads, which is an
unincorporated association of substantially all of the class I railroads of the
United States. It is a voluntary, nonprofit organization. Its members operate
more than 95 percent of the total railroad mileage in the United States and have
operating revenues of approximately 98 percent of the total railroad operating
revenues of all railroads in the United States.
The Association of American Railroads Is opposed to amendment 1213 to
11.R. 11865. That amendment was offered by Senator Douglas, of Illinois, on
August 11, 1964. The amendment is one of a long series of measures supported
by the railway labor organizations which, rather than promoting the soundness
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of the railroad retirement system, add to the annual deficit in the railroad retireitient account. The railroad retirement system is now running at an annual deficit of about $19 million and the Douglas amendment would add about $6.5 million
a year to that deficit, leaving the system in a substantially poorer financial situation than it is at the present time. The railroads oppose any measure providing
for such deficit financing of the railroad retirement system in which, of course,
they are vitally interested.
The financial condition of the railroad retirement system has, for a long
period of time, been of concern not only to the railroads but to others. Over
the years the labor organizations have repeatedly sponsored and supported legislation that would have resulted in benefit payments under the system exceedIng tax income, both benefits and taxes being calculated on a level cost basis, and
some of such legislation has been enacted. As a result of the passage of a number of such measures the deficit in the railroad retirement account grew and
grew until In 1961 it had reached the staggering total of more than $70 million
a year. It was at this point that the President of the United States entered
the picture. On September 22, 1961, he signed S. 2395, a bill amending the
Railroad Retirement Act to permit early retirement on a reduced annuity by
male railroad workers. In his statement with respect to S. 2395, the President
pointed out that the bill added a relatively small but significant additional burden on the system, the sum of $2 million a year, on top of the existing deficit.
He said that the railroad retirement system was already in serious financial
trouble and that since 1959 the actuarial deficit of that system had risen to $73
million a year. He then urged the Congress to take appropriate action in its
next session to restore the retirement system to healthy financial self-sufficiency.
As I have said, the railroads have always been vitally interested in maintaining the railroad retirement system in a sound financial condition. At the
instance of the carriers, representatives of the railroads and of the standard
railway organizations had a number of conferences aimed at substantially reducing the retirement system's actuarial deficit, which by 1963 had risen to $77
million a year. Management and labor were finally able to agree on a bill that
made a number of amendments to the retirement system. That bill was introduced on both the House and Senate sides, was passed by both Houses and
signed by the President on October 5, to become effective November 1, 1963, as
Public Law 88133.
This new 1963 law increased the tax income of the system, half of which
is paid by the employers and half by the employees, by $71 million. Of that
amount $40 million goes to pay Increased benefits by reason of the fact that the
creditable compensation base from $400 to $450 a month was increased. In
other words, the employers' taxes amounted to $35.5 million a year on a level
cost basis, and the employees taxes were the same. The employees' additional
benefits, also on a level cost basis, amounted to $40 million, or something more
than their additional tax contributions. Other changes in the law further reduced the deficit until, as has been stated above, it is now running at about $19
million a year.
When Senator Douglas introduced his amendment on the floor of the Senate
on August 11, he pointed out that his amendment would increase taxes by $11.2
million, this again would be equally divided by the employers and the employees,
and that the benefit expenditures resulting from his bill would amount to $21.7
million. In other words, under Senator Douglas' amendment, benefits would
exceed taxes by about $10.5 million a year. Passage of this type of legislation.
and on more than one occasion, led eventually to the staggering deficit In effect
in 1901 and prompted the President of the United States to express his deep
concern over the financial condition of the retirement system. Enactment of
Senator Douglas' amendment 1213 would very definitely be a step in the wrong
direction.
Mr. Leighty, in his statement, admits that the amendment proposed by Senator
Douglas would increase the existing deficit in the railroad retirement account.
He fails to point out that if H.R. 11865 is enacted in the form in which it has
been rc -rred to your committee the financial condition of the railroad retirement system would be improved to the extent of $4.1 million a year. I shall
explain how this would come about. As Mr. Leighty says in hiR-statement,
section 5(k) (2) of the Railroad Retirement Act provides that the social security
trustfunds are to remain In the same financial condition in which they would
have been had railroad employees been covered by the social security system
rather than the railroad retirement system. The financial interchange provision between the two systems works in the following way: The railroad retirenient account is charged with the taxes that would have been paid by railroad
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employers and employees to support the social security system if such employers
and employees had been covered by that system and such taxes are paid over to
the Social Security Administration. In addition, and this is important, the
benefits that would have been paid from the social security funds had railroads
and their workers been covered under the social security system, are in turn paid
by the Social Security Administration to the Railroad Retirement Board. The
necessary transfers between the Railroad Retirement Board and the Social Securlty Administration, in order to carry out this provision, are made annually.
Mr. Lelghty points out that H.It. 11865, while increasing the social security tax
rates, would not increase the railroad retirement tax rates and that the majority
of the Board (the member representing the public and the member representing
the labor organizations), and presumably Mr. Leighty, are of the view that this
woulh have a "serious adverse effect" on the railroad retirement system because
of this financial interchange provision. Mr. Leighty would be correct in his
contention if 11.1. 11865 only provided for social security tax increases but did
not provide for an Increase iII social security benefits. Of course, the bill does
provide for substantial increases in benefits under the social security system.
The actuary of the Railroad Retirement Board has estimated that if H.R. 11865
is passed without amendment the railroads will have to pay to the Social Security Administration $42.4 million a year, this resulting from the additional social
security taxes provided in the bill. On the other hand, by reason of the increased
social security benefits provided in H.R. 11865, the Social Security Administration
will have to pay the Railroad Retirement Board $52.5 million annualy, or
slightly iII excess of $10 million more than the Board will pay it. The result is
that, from the standpoint of financial interchange, rather than having the "serious adverse effect" on the railroad retirement system referred to by Mr. Leighty,
H.R. 11865, without amendment, would have a very beneficial affect on the railroad system.
In dealing with the need for additional benefits for railroad members, Mr.
Leighty calls attention to the provision of the existing Railroad Retirement Act
that provides that if a beneficiary, under that act, is entitled only to the mildmum benefits provided in the act, that beneficiary is entitled to 110 percent of
the social security minimum. He then states that in order to maintain this
relationship it is essential to amend H.R. 11865 by adding amendments to tire
Railroad Retirement Act that retain the 110 percent ratio. It is true that if the
Railroad Retirement Act changes proposed in Senator Douglas' amendment
are not enacted, the railroad retirement beneficiary, whose annuity is based on
the minimum provisions of the Social Security Act, will not receive 110 percent
of the social security minimum. He will, however, continue to receive more
than the social security minimum; that is. 105 percent rather than 110 percent
of that amount.
The railroad retirement system provides much more generous benefits than
does the social security system. This will continue to be the case even if tI.R.
11805 is enact',d without the increased benefits suggested by Senator Douglas'
amendment. I. addition, the taxes paid by the railroad employers and employees
are ve,'y substantially greater than those paid by social security employers anl
employee. ,1nd will continue to be so even if H.R. 11865 is enacted without the
Douglas amendment. At the present time, the social security tax rate paid by
employers and employees Is 3.625 percent on $4,800 a year, and is scheduled to
reach 4.625 on that same amount in 1971. H.R. 11865 would increase the present
social security tax rate to 3.8 percent on $5,400 a year and eventually, in 1971,
the rate would go to 4.8 percent on that amount. Without any change in the
tax rates, the railroad rate, now at 8.125, paid each by employers trod employees
oen $450 a month ($5,400 a year) is scheduled to reach 9.125 percent on that
amount ir 1971. The Douglas amendment would further increase th taxes
imposed on railroad employers and employees.
Railroad employees have much more generous benefits than social security
employees and the taxes paid under the railroad system are substantially greater
than the social security taxes paid either at the present time or as proposed
under H.R. 11865. Additionally the railroads see no occasion to Increase railroad taxes and benefits: (1) since railroad taxes and benefits were greatly increased less than a year ago and (2) the Douglas amendment would add to the
existing deficit in the railroad retirement account.

(WVhereupon, at 2:40 p.m., the committee was adjourned, to reconvene subject to call of the Chair.)
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