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HEALTH INSURANCE FOR THE AGED
UNDER SOCIAL SECURITY

Statement

by

Abraham Ribicoff

Secretary of Health, Education, and Welfare

Before the Committee on Ways and Means

U. S. House of Representatives

Monday, July 24, 1961

10:00 a.m., EDT

I appreciate the opportunity to appear before
this Committee in support of health insurance for

the aged under the social security program-

-

H.R. 4222, introduced by Representative Cecil R.

King. It is my firm belief that this bill, if enacted,

is destined to become as significant as any piece

of domestic legislation produced by the 87th Con-
gress.

You have the opportunity to equal the landmark
action taken by the 74th Congress, which passed
the Social Security Act in 1935. They sought to pro-
mote freedom from fear--the fear of economic
insecurity. To a large extent they succeeded.

Today the later years of millions of Americans
are plagued anew by fear. With lifespan lengthened,

with medical science breaking into undreamed
realms of discovery, the Nation's aged now face

another aspect of insecurity- -how to meet the

mounting costs of medical care.

Gentlemen, let me set forth my position clearly:

1. The high costs of medical care for the aged
are going to be paid for in this country. The issue
is not whether to pay these costs. The only issue
is how to pay them.

2. The alternatives to health insurance that have
been suggested are not adequate, not fair to the

elderly who need the care and not fair to the public

which pays for it.

Private insurance plus public assistance cannot
do the complete job. If the medical assistance for

the aged program, enacted by Congress last year,
is expanded to cover a major share of the costs,

the drain on State treasuries will be fantastic. If

the issue is left to collective bargaining, the pres-
sures on employers to absorb the total costs will

be overwhelming. If hospitals have to collect from
those who can pay the costs for those who cannot,

the burden on middle-income hospital patients will

be unconscionable.

3. The facts will show that paying for hospital

costs under the social security system is the con-
servative answer, the practical answer, the fair

answer.

Let me begin by discussing the need.

The Need For Action

In his Special Message to the Congress on Health
and Hospital Care, the President described the

need of the aged for insurance against health care
costs. You may recall that he said: "Those among
us who are over 65--16 million today in the United
States- -go to the hospital more often and stay
longer than their younger neighbors. Their physi-
cal activity is limited by six times as much dis-
ability as the rest of the population. Their annual
medical bill is twice that of persons under 65

—

but their annual income is only half as high."

The President went on to say: "Twenty-six
years ago this Nation adopted the principle that

every member of the labor force and his family
should be insured against the haunting fear of loss
of income caused by retirement, death, or unem-
ployment. To that we have added insurance against
the economic loss caused by disability. But there
remains a significant gap that denies to all but
those with the highest incomes a full measure of

security- -the high cost of ill health in old age."

The statistics to demonstrate the need are le-

gion, and I want the Committee to have them. I

am submitting, in addition to my statement, two
supplementary documents for the information of

the Committee. One of these, a report entitled

"Health Insurance for Aged Persons," contains a
comprehensive discussion of the financial circum-
stances and the health status of the aged and the
need for a program of health insurance and also
presents in detail the specifications for the pro-
visions of the President's proposal and the reasons
underlying the specifications. The second docu-
ment, an actuarial report prepared by the Chief
Actuary of the Social Security Administration,
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presents detailed estimates of both the short-

range and long-range costs of the proposal, the

assumptions underlying the estimates, and other
pertinent actuarial material.

But before talking statistics let me say a few
words about people- -some of the many men and
women who have taken pen in hand to tell the

President of the United States what it means to

face sky-high medical costs.

The President recently received aletterfroma
man in North Carolina who said: "I am writing

you for some information about medical bills for

the old aged. I don't know whether any of them has
been passed yet. Mr. Kennedy, my wife is 72 years
old and I am 74. We only get $51.00 a month social

security between us both. I own a small house of

my own so we don't get any old aged pension. My
wife had to have an operation the other day and
bill is so big we just can't pay it. The welfare
doesn't want to help. So, I just don't know what to

do."

A woman in Georgia has written to the Presi-
dent: "I went to the hospital last February. Stayed

a week and one day. It cost me $172. I have no
hospital insurance and do not get enough money
from Social Security to pay on insurance."

A man in Oklahoma wrote to me: "lam past 70

years old and am retired and drawing social secu-
rity. It costs my wife and me $275.00 a year to

carry hospital insurance and what we fear most
is that the policies might be cancelled if we have
to use them. Something should be done about this.

I am in favor of the social security plan which
you advocated on TV a few days ago."

These and many other letters bring out very
clearly, I think, how older people live in fear of

the costs that illness brings. This threat is very
real for most of the aged; it is not only the very

poor or those with very expensive illnesses who
can suffer financial disaster as a result of health

care costs.

Let me describe the case of a couple in Con-
necticut, who were among those interviewed in a

survey of old-age and survivors insurance bene-
ficiaries made in 1957, at the time I was Governor.
This couple--let's call them Mr. and Mrs. Day

—

were getting along pretty well in their later years.

Mr. Day had retired from his job as a general

laborer in a factory in 1952 at the age of 74. He
had worked hard, and he and his wife had saved

what they could and had a small house paid for.

The house needed some repairs, but they didn't

feel that they could spend the money to put it in

good condition.

Mr. Day's social security benefit was about $80
a month, and his wife's benefit was $40. They
rented part of their house, bringing their total

income to about $2,300 a year. We all know that a
couple, even when they own their own home, can't
splurge much on $2,300 a year, but this couple
was getting along. The financial picture of this re-
tired couple, incidentally, is just about the aver-
age.

Then Mr. Day had a stroke and had to go to the
hospital for 11 days. The hospital bill was $405--
not at all unusual as cases of hospitalization go.
Out-of -hospital costs were $26.

This couple didn't have any health insurance.
They had had health insurance when Mr. Day was
working, but their protection ended when he re-
tired. By the time they finished paying the hospi-
tal bill and the $26 for the doctor, their savings
were pretty well wiped out by this one illness.

They now have practically nothing to meet future
emergencies with. What happens if Mr. Day has
another stroke or Mrs. Day gets sick?

Here is the case of another elderly couple who
was questioned in the 1957 survey. This couple
was living in New York. They were receiving
$113.90 a month in social security benefits for

the husband and wife. The man was also getting

a pension of $65 a month from his employer,
making their total annual income about $2,150.

They had about $1,000 in savings at the beginning
of the survey year. They were living in modest
circumstances, but they were getting along.

Then the man had to have a serious operation.
His care cost $1,263, including a hospital bill of

$738. In addition, the wife had health-care expen-
ses amounting to $330. They managed to meet
all their medical and hospital bills, but it took all

their savings. At the end of the year they had no
assets left, and the man was still in poor health.

A couple like this probably will have to seek
assistance to get future medical care.

The fear of future illness is something that

people in this situation live with every day, and
what they fear happens to many of them time and
again.

Now a few facts that show the general situation

of the aged.

Nine out of 10 of the people who live to be 65 go

to the hospital at least once between age 65 and

death.

Among couples, in about half of the eases the

husband and the wife will each have at least two



hospital stays between age 65 and death-

-

at least

four hospital stays for half of the couples after

age 65.

When an aged person goes to the hospital he is

likely to stay longer than a younger person be-

cause he is more likely to have serious and long-

lasting disease. People over 65 are in hospitals,

on the average, over 2-1/2 times as much as

younger people. I have here a chart that illustrates

this point.

DAYS OF HOSPITAL CARE

Doys Of Hospital Core (Annuol Rotes Per 1,000 Persons)*
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• Doto are for the Middle Atlantic Stoles, 1957

SOURCE: Public Health Service,

U S Notional Health Survey

In recent years these problems have been aggra-
vated by rising hospital costs. The costs have more
than tripled in the last 15 years as shown on the

second chart.

HOSPITAL EXPENSE PER PATIENT DAY
OC'-LASS OOLUKS

194t 194» 1950 I9S2 1«» l«* 19S1 I9W 1962

SOURCE: American Hospital Association

The financial impact of repeated hospital stays
becomes apparent when we consider that the me-
dian yearly income for a widow is about $1,000,

and for an aged couple is less than $2,500. About
1/3 of the aged have no assets that can readily be
turned into cash, and about half have less than

$500. Much of the health insurance available to

the aged provides very limited protection and that

only at high cost to them, and less than half of

the aged have any hospitalization insurance at all.

This is not surprising, since it is impossible for

most retired people to pay currently the high

premiums that, considering the high incidence of

illness among older people, would be necessary
to provide adequate coverage.

Is it not true, though, as some people are ask-
ing, that whether people can pay for it or not

everyone in this country gets the hospital care he
ought to have? I doubt very much that this is true.

I believe it jjs_true that very few, if any, who are
absolutely in need of urgent care are turned away
from our hospitals because of inability to pay.

But what about those who are too proud to accept
what they look on as charity or going on relief,

who will dangerously postpone seeking care be-
cause they fear cancellation of their insurance or
do not want to dip into their small savings or to

burden the limited resources of their children?
Who can say with confidence that needed hospital

care has not been foregone, that terminal illness

and premature death have not been caused by the

unwillingness of our older people to seek the care
they need?

We know that hospital use by older people goes
up when an assured source of financing is pro-
vided on terms that older people find acceptable.

Insured older people do use more hospital care
than the uninsured. Financial barriers do stand

in the way of adequate care.

The Present Role of Government

The need must be met. But by whom? In pro-
posing that the Federal Government play a part,
we are not suggesting anything new. The Govern-
ment is already involved in meeting the cost of

personal medical care, for the aged as well as
for other groups, and on a large scale. We are
simply proposing a more logical, a more equit-
able, a more efficient, and a more fiscally respon-
sible approach to medical -care problems with
which the Government is already involved and has
been for quite some time.

In 1959, total expenditures for personal health
and medical care in this country amounted to

$22.5 billion. Almost 22 percent of this total--

about $4.9 billion--was paid from public funds.

Federal expenditures amounted to almost $2 bil-



lion, or about 40 percent of the total public spend-

ing for personal health and medical care.

The 1960 legislation providing for increased

Federal grants for direct payments to providers

of medical care under old-age assistance and for

medical assistance for the aged will, of course,

increase public expenditures for health care. If

all States were to put into effect medical assist-

ance programs for the aged comparable with the

average program now in effect or under study in

the States, and if health insurance for the aged is

not provided under social security, the annual

cost, Federal and State, for this category alone

would be more than $650 million. If the State

programs were to provide better benefits in the

future than the average now provided, the cost of

medical assistance for the aged, in the absence of

a health insurance program for the aged under
social security, could run to as much as $1 bil-

lion a year or even more, with the Federal Gov-
ernment paying somewhat more than half a billion

dollars. Make no mistake about it; the Federal
Government is already in medical care, and on a

large scale.

It is in this medical-care business because there

were problems that had to be met. Action had to

be taken. The program of medical assistance for

the aged was and is urgently needed. In fact, we
believe that still further action is needed: use of

the social security approach to insure against the

costs of hospital care for older people.

The Social Insurance Method

Provisions for health insurance benefits for the

aged are a necessary part of income protection

in retirement. Without such benefits the social

security program cannot adequately provide basic

security for the aged. For most older people old-

age, survivors, and disability insurance cash
benefits are barely large enough to keep them
housed, clothed, and fed, and half of the bene-
ficiaries do not have any significant additional

regular income. The benefits are not large enough
to meet the costs of expensive illnesses or to pay
large health insurance premiums during retire-

ment. The only way to remove the threat to the

financial independence of older people posed by the

high cost of illness is through providing the aged
with basic health insurance protection in addition

to their monthly cash benefits. And this can be
assured only through the social insurance method.

Basically the problem is that the larger med-
ical-care needs of the aged as a group result in

higher average costs than those incurred by young-
er people. To cover these costs higher premiums
must be charged, and this atatimewhen, because

they have retired, people's incomes are lower than

in earlier years, and there is no employer to share
the cost. We cannot expect them to finance the

higher-than-average medical costs that they have
at this time of their lives out of their lower-than-
average financial resources. The best solution for

a problem of this sort is an arrangement, like that

for present social security benefits, under which
people pay while they are working toward the cost

of the protection that they will need to have in

retirement, so that no further payment after re-

tirement is required.

The method of providing paid-up health insur-

ance protection for retirement has not been fol-

lowed on any large scale in private insurance,

nor is it likely that it will be. The social insur-

ance method, then, is the only practical way of

enabling most people to pay during their working
years toward meeting the health costs they will

face in old age.

Moreover, the social insurance approach af-

fords the best assurance of keeping program costs

under control, for there is a direct and known
relationship between increases in benefits and

increases in taxes, and the State and Federal

Governments are relieved of a considerable bur-

den on general revenues.

I have mentioned that if we do not have health

insurance for the aged under social security and

if the State assistance programs were to provide

better medical benefits than the ones in effect in

the present initial programs, the cost of medical
assistance for the aged could run as high as $1

billion a year or even more. With almost one-

half of this coming from the States, the States

would have to spend something like 3 times the

$146 million they paid toward vendor payments for

medical care under old-age assistance in 1960.

Such a volume of expenditure, by some of the

States, is almost impossible to envisage, but the

need is there, and pressures to meet it will be

great. Far better, surely, to look to meeting the

major part of the costs through health insurance

for the aged.

The social insurance approach, on a national

basis, makes possible provision of basic pro-

tection for the aged regardless of where they may
happen to live. As you know, the State programs
of medical assistance for the aged can, depending

on State action, be very narrow, both in eligibility,

and in benefits, or on the other hand can provide

virtually comprehensive medical care to a sub-

stantial portion of the aged. New York, for exam-
ple, has enacted a comprehensive program, pro-
viding a broad range of medical services and a

relatively liberal definition of medical indigence.

Unmarried aged people with annual incomes of
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$1,800 or less and couples with incomes totaling

$2,600 or less are eligible. Kentucky's program,
on the other hand, is limited to individuals with

an annual income of $1,200 or less and couples

with annual incomes of $1,800 or less, and it

provides payments only for 6 days of hospital

care for acute emergency and life-endangering

illness.

Variations such as these and the fact that most
States have no program at all raise the very seri-

ous question of whether this country can long tol-

erate a situation in which health care is available

to many of its aged citizens in New York and

Massachusetts but not to people similarly situated

in Kentucky or North Carolina. There is nothing

fair or equitable in a situation of this sort. The
problem is nationwide, and it should be dealt with

nationally.

The social insurance approach would provide

health insurance protection for the aged without

limiting the patient's choice of doctor or hospital

.

In fact it makes possible greater freedom of

choice than now exists, since the most important

limitation for those who have not been able to pay--
the financial barrier- -would be removed. The
only limitations on the patient's choice, for any

beneficiary, would be what they are today for

those who are able to pay: namely, that a hospi-

tal may be unable or unwilling to accept a patient

and that one's physician may not happen to have
hospital privileges at the hospital of one's choice.

Thus, contrary to the argument of those who say
that the plan would limit the patient's freedom of

choice of doctor or hospital, it would in fact

broaden freedom of choice for many and limit it

for none.

Finally, the social insurance approach means
that those who qualify under it can be protected
without having to undergo a means test. Requiring
older people who have always been financially

independent to undergo a means test, with its

investigation of their personal circumstances,
when serious illness strikes, denies them dignity
and self-respect in their days of retirement.

We have, then, in the social insurance approach
these advantages: It is the only way in which peo-
ple generally can pay during their working years
toward meeting their health costs in retirement;
it is sound and fiscally responsible; it makes
possible provision of basic protection for the aged
regardless of where they live; it preserves and
increases freedom of choice of doctor and hospi-
tal; and it does all this in away that is consistent
with the dignity of the individual.

The Cost of the President's Proposal

When the administration bill was introduced in

February, it provided for full financing of the esti-

mated long-range cost of the program--0.60per-
cent of taxable payroll. This cost would have been

met by an increase in the tax rate of 1/4 of 1 per-

cent each for employers and employees and by

3/8 of 1 percent for self-employed persons, effec-

tive in 1963, together with the net gain to the pro-

gram from an increase in the taxable earnings

base from $4,800 to $5,000 a year effective in

1962.

Since the introduction of the bill, the Chief

Actuary of the Social Security Administration, in

accordance with his usual procedure, has reeval-

uated the cost estimates. The estimate of the cost

of the hospital services has been fully confirmed
in this reevaluation. There is a great deal of infor-

mation on hospital use under insurance programs,
and our assumptions on use of hospital sunder the

President's proposal seem very safe.

For nursing-home and home health-care ser-

vices, the Chief Actuary is now using assumptions
that are more conservative than those he originally

used. In the original estimates a moderate in-

crease in the use of these services had been as-

sumed. In the course of his reevaluation, he

decided to allow for a substantial increase in the

use of the kinds of nursing-home and home health

services that would be covered under the bill. A
change of this magnitude may not occur, but we
propose to provide sufficient funds to make possi-

ble payment for increased use of the services, if

the change does occur, without further increases
in the contribution rate.

Based on the new assumptions on use of ser-
vices, the long-range cost of the program is now
estimated by the Chief Actuary at 0.66 percent of
payroll rather than 0.60 percent. In accordance
with the long-established practice of fully cover-
ing the cost of any new benefits that are added to
the program, I am recommending that the finan-
cing provisions of the proposal be changed so as
to keep the program on a sound financial basis.

Specifically, I recommend that the taxable earn-
ings base be increased to $5,200 instead of to
$5,000 in order to fully meet the cost of the bene-
fits provided in the bill. Although our most recent
estimates indicate that, even with the previously
recommended financing provisions, the income
earmarked for health insurance benefits would
have exceeded the outgo in every year until after
1980, we believe the prudent and advisable course
is to make provision now for the additional income
that would be required over the very long run.



Incidentally, an increase to $5,200 would not

only be desirable to provide the necessary financ-

ing but at the same time, since raising the maxi-
mum wage base also raises the benefit amount
payable at the maximum, it would improve the

benefit structure of the social insurance program.
As was brought out in this Committee when the

recent social security amendments were under
consideration, the maximum wage base is now
out of date in view of the increase in wages since

1958, the last time the maximum was raised. And
the recent increase in the minimum benefit amount
from $33 to $40 is an additional reason for raising
the earnings base.

It is important, as this Committee has always
recognized, in a program in which benefits are
related to prior earnings, to maintain a reason-
able spread between the minimum and the maxi-
mum benefit. If the minimum benefit becomes too
high in relation to the maximum benefit the wage-
related character of the program is weakened.
The increase in the minimum benefit to $40 re-
duced the spread of benefits from $94 to $87. Since
the maximum benefit amount payable under the
$5,200 earnings base would be $134, the spread
between the minimum and the maximum benefit
would be restored to $94.

How Would the President's Plan Work?

President Kennedy proposes a fiscally respon-
sible method of financing hospital care and certain
related health services for the aged in a way that

protects the dignity of the individual. There are
differences in the method of collecting the funds
and in the population groups affected, but what
the plan would do would be very much like what
Blue Cross plans have been doing for many years:
it would pay hospital bills without interfering with
hospital operations.

The People Who Would Be Protected

About 95 percent of today's workers will have
this protection when they reach age 65. Only 5

percent of all present workers would not be pro-
tected under the plan, and they would be largely
Federal employees, who will be protected under
their own system, self-employed physicians, and
those State and local government employees who
are not brought under social security. At a given
point in time there are always also some" irreg-
ularly employed farm and household workers and
low-income self-employed who are excludedfrom
coverage, but most of these people will acquire
protection over a working lifetime.

Even among those already retired, the great
majority will be protected immediately under the

plan. At the beginning of 1963, the first full calen-
dar year in which the plan would be in operation,

of the 17-3/4 million people who will then be age
65 and over, 14-1/4 million would have health in-

surance protection--13-3/4 million as old-age,
survivors, and disability insurance beneficiaries
and 1/2 million as railroad retirement annuitants.

Among those not protected immediately by the

new plan are people who have protection under
other programs- -retired Federal employees, vet-

erans eligible for care under the special program
for that group, and people in institutions.

This pattern of immediate protection for those

who had worked under the program in the past,

with growth in the proportion protected in the

future until ultimately practically all are pro-

tected, is the tradition that has been followed

from the beginning of the program. When cash
benefits for the aged were first payable in 1940,

benefits were made immediately available for

those who, though already old, had demonstrated
attachment to covered work after the program
started in 1937.

When cash disability benefits were first paid in

1957 to people age 50 and over, those already dis-

abled who were between the ages of 50 and 64

and who previously had worked substantial periods

in covered jobs were made eligible for benefits.

In this way the work-related character of the

benefits was established and maintained, while at

the same time the provisions were given immedi-
ate effect to the extent that it seemed practical to

do so within the framework of a work-related pro-

gram. At the same time, both at the very begin-

ning of the program and with its extension to the

additional risk of disability, assistance programs,
put into operation before the insurance provisions,

have been relied on to meet the needs of those

who had not earned eligibility under social insur-

ance.

We propose that this time-tested pattern be

followed for health insurance benefits, with 80

percent of the aged protected immediately, with

95 percent or better to be protected in the long

run, and with medical assistance for the aged

becoming increasingly available to those not pro-

tected by social insurance.

The Benefits Provided

The proposed legislation would provide for the
payment, through the social security program, of
certain health costs for people who are aged 65
or older and entitled to old-age, survivors, and
disability insurance or railroad retirement bene-
fits. A person would have the health insurance pro-
tection at age 65 even though his monthly cash



benefits are being withheld because of earnings

from work. In general, the following health ser-

vices would be paid for under the proposed pro-

gram:

(1) Inpatient hospital services, including bed,

board, drugs, and other supplies and ser-

vices of the kind customarily furnished by

the hospital.

(2) Followup skilled nursing-home services

provided to a patient after his transfer from
a hospital, including bed, board, nursing ser-

vices, drugs, and other services and supplies

which are customarily provided by skilled

nursing homes.

(3) Home health services furnished by or

through a public or nonprofit agency under

a plan prescribed by a physician, including

nursing care, physical, occupational, and

speech therapy, medical supplies (other than

drugs) and appliances for temporary use,

and certain part-time or intermittent home-
maker services.

(4) Outpatient hospital diagnostic services of the

kind customarily furnished by or through the

hospital to its outpatients for diagnostic

study.

Hospital and home health services that are furn-

ished on and after October 1, 1962, and skilled

nursing-home services furnished on and after

July 1, 1963, could be paid for underthe program.

In essence what this program adds up to is pay-

ment of the cost of hospital care and of economical

substitutes for hospital care.

There are two reasons why the proposal focuses

on hospital services. First, the hospital is the

center of modern medical care, and hospitalization

is required in a large proportion of major ill-

nesses. Second, hospital care is very expensive;

people who need hospital services generally face

a heavy financial burden. Medical expenses for

older people who are hospitalized are about 5

times as great as the medical bills of older peo-

ple who are not hospitalized.

The chief reason why certain services other

than hospital inpatient services are covered is to

promote economical use of the latter. Thus, the

efforts of the health professions to reserve hos-

pital beds for the care of the acutely ill who need

the intensive care that only a hospital can furnish

would be reinforced by the proposal. The pro-

vision for payment of the cost of skilled nursing-

home care after a hospital stay, for example,

would relieve the hospitals of the problem of

caring for patients in the post-acute stage of

illness. Pressure for hospital care of such pa-

tients could be expected to develop if only hospital

care were covered by the proposal. Similarly,

because the plan would pay the costs of out-

patient hospital diagnostic tests, there would be

no incentive to get inpatient care where not re-

quired for diagnosis. In addition, of course, pay-

ment of the costs of out patient diagnostic ser-

vices would promote early detection of disease.

Payment of the cost of home health services, too,

would encourage the use of these less expensive

services, where medically appropriate, rather

than those of a hospital.

We recognize that there is a great need for an

increase in the number of physicians, medical
schools, community health facilities, and skilled

nursing homes to fully meet the health needs of

our growing population. The administration has
recommended to the Congress legislative pro-
posals to accomplish these objectives. The pro-
posed Health Professions Educational Act of 1961

(H.R. 4999) and the proposed Community Health

Services and Facilities Act of 1961 (H.R. 4998) are

part of a total program to improve the health and
well-being of the American people. Enactment of

these programs is of great importance to the

success of the proposed insurance program. On
the other hand, passage of the insurance program
will do much, in and of itself, to encourage the

development of new facilities and services and

thus to assure the success of these Federal

-

State programs. This is because adequate oper-
ating funds from patient income must be reason-
ably assured before a building project can be

undertaken, before standards can be raised, or

before new service programs can be put into

effect. Social insurance financing would help to

furnish these operating funds by its payment of

the full reasonable costs of the covered services

they will provide.

In short, these several programs would work in

a coordinated way to increase the availability to

the aged of the health services and facilities they

need.

The bill would not cover all health services.

Much would be left for coverage under private

insurance contracts and other voluntary arrange-
ments. As is true of the basic protection provided

by the cash benefits, the health insurance pro-
tection could be supplemented by the individual as

he saw the need to do so and could afford it.

Physicians' services would not be covered ex-

cept for services in the fields of pathology, radi-

ology, physical medicine, anesthesiology, and ser-
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vices rendered by interns and residents-in-train-

ing, and those services would be covered only when
they are provided as part of the hospital's ser-

vices. Hospitals enter into various kinds of ar-

rangements with doctors specializing in path-

ology, radiology, physical medicine, and anesthe-

siology. Some hospitals employ these specialists

as salaried staff members; others arrange for

these services by contracting with individuals or

partnerships. In order to provide payments for

these services for beneficiaries wherever pro-
vided by the hospitals, the administration pro-
posal would provide payments to a hospital for the

services in question whether the specialist is on
salary or provides services for the hospital under
some other kind of arrangement. Service provided

by the patient's private doctor would not be

covered, nor would services furnished by mental,

tuberculosis, and, in general, Federal hospitals.

For both inpatient hospital service and nursing-

home services, there is a limitation on the num-
ber of days of care that could be paid for in a

period of illness- -a maximum of 90 days for

hospital care and a maximum of 180 days for

skilled nursing-home care. (This "two-for-one"

provision is designed to provide an incentive to

use nursing-home facilities, where medically

appropriate, rather than hospitals.) In addition

there is an overall limitation of 150 "units of

service" which may be paid for in a single period

of illness. A "unit of service" is defined as 1

day of inpatient hospital care or 2 days of skilled

nursing-home care--again a two-for-one ratio.

If someone eligible for benefits under the plan

should go into the hospital and stay for 70 days,

for example, and then require followup skilled

nursing-home care, he would be eligible for pay-

ment for the cost of up to 160 days of such care.

A period of illness is so defined in the bill that

a new period could not begin unless there had been

a lapse of 90 days during which the individual was
neither an inpatient in a hospital nor a patient in

a skilled nursing home.

For home health services an annual maximum
of 240 visits is provided. Home health services
involve periodic visits to the patient's home by
therapists, nurses, and other professional per-
sonnel . The limitation placed on the payment of
the costs of home health services is written in

terms of "visits" rather than "days'/ so that the
amount of home health services covered would be
unaffected by whether a variety of services is

offered on the same day or different days. A larger
amount of service is covered in this area than in

hospital and nursing-home care because home
health services are far lower in cost than are
hospital and nursing-home services.

The proposed health insurance program would

not provide "first-dollar" coverage. There is no

coverage of a "deductible" amount of $10foreach

of the first 9 days of inpatient hospital care in a

benefit period, and the minimum deductible amount
is $20. Also, there is a deductible amount of $20
for each hospital outpatient diagnostic study.

The inclusion of the various deductible pro-
visions in the proposal results in a substantial

reduction (about 0.2 percent of payroll) in benefit

costs, thus making it possible to provide a broader
range of benefits and greater protection against

the cost of catastrophic illness. It is expected
that most aged beneficiaries would be able to bud-
get for, or have modest resources available to

meet, these small costs to which the deductibles

apply.

Administration of the Program

Overall responsibility for administration of the

program for social security beneficiaries would
rest with the Secretary of Health, Education, and
Welfare. State agencies would be used, however,
to carry out those services they are best equipped
to perform. The bill, for example, authorizes the

Secretary to enter into agreements with the States

to have them conduct any activities that may be
needed to determine whether a provider meets the

conditions for participation in the plan. The States

could also be reimbursed under such agreements
for making available consultative services to help

providers to meet these conditions. This help

would be in the nature of technical advice on re-

quest and would make available to institutions

desiring assistance the benefit of State and com-
munity professional experience.

Conditions of participation could, of course, be
readily met by institutions that fulfill the standards
established by accreditation bodies. The Secretary
could accept accreditation of a hospital or other
facility by a recognized national organization as
prima facie evidence that the institution had met
some or all of the conditions for participation in

the program. The help of State agencies would be
used for the most part to determine whether un-
accredited hospitals and nursing homes are eligi-

ble to participate.

Provision would be made for the establishment
of an Advisory Council, which would advise the

Secretary on matters of general policy in con-
nection with administration. The Council would
also advise the Secretary in the formulation of

of regulations. There would be 14 members of the

Council, none of whom could otherwise be in the

employ of the IT.S. Government and at least 4 of

whom would have to be persons who are out-



standing in fields pertaining to hospitals and health
activities.

The proposal would be carried out through the

use of the administrative machinery now used for

the old-age, survivors, and disability insurance
provisions. This would make it possible to admin-
ister the plan with operating costs of about 3 per-
cent of benefit costs, because the administrative
machinery for collecting taxes, keeping records,
processing claims, and many of the other functions
that would have to be performed is already in

existence and operating smoothly in the adminis-
tration of the present program.

Summary and Conclusion

To summarize: Older people have low incomes
and high health costs. We believe that many re-
frain from seeking care they need because they
cannot pay for it or are unwilling to ask for help.
Others, who do seek care, are made destitute by
the cost of the care they get.

With the cost of health care rising and the
number of older persons increasing rapidly, the
need for protection against the cost of health care
for the aged is an urgent and pressing one. The
only satisfactory way of providing the aged with
adequate health insurance protection is through a
system under which the cost of the health insur-
ance will be paid by people during their working
years, together with their employers. The social
security program is the only practical mechanism
which follows this approach and through which in

the future practically everyone in every State in

the United States can secure basic protection.

Gentlemen, I have given you only a few statis-

tics today. Many more facts and figures could be
cited. But statistics cannot measure the anxiety
and suffering of elderly people who see their

small savings, their homes, their security about
to be swept away by the near certainty of expen-
sive illness.

Behind the facts and figures are human beings-

-

average Americans- -facing retirement on low
income, knowing that in the days ahead there are
almost certain to be large hospital bills. Many
can just make it day by day on social security

supplemented by minimum income from other

sources, barely meeting the costs of rent and
food and shelter. What they worry about is what
happens if they get sick? Will their children be
able to help? Will they have to sell their homes,
draw the last dollar from the bank, for the first

time in their lives apply for relief and go through

the humiliation of a test of need, ask help from
friends?

Even if medical care on a means-test basis

were adequate and available for all needy, it

would not be the answer. They, just as you and I,

want protection before disaster strikes- -not relief

after they have lost everything. Growing old has
its inevitable sadness; must we add the cruelty of

fear and insecurity?

A quarter of a century ago we faced a problem
much like the one we face now. We chose, as our
basic solution then, a system of social insurance,

under which the people, with their employers,
would build their own old-age security while work-
ing by paying social security contributions into

special funds from which payments would be made
to them when they were no longer working. Now,
after 25 years, few would question the wisdom of

that decision.

I hope we will choose the social security

approach again today as the Nation's primary
answer to the problem of how to meet the costs of

medical care for the aged.
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HEALTH INSURANCE FOR AGED PERSONS

INTRODUCTION

Rapid growth in our aged population has been accompanied by
increasing concern about their problems. One of these is the problem
of medical care: How can higher-than-average needs be financed for a

group with lower-than-average financial resources?

Medical care has become a matter of national concern in the
United States—not because sickness and disease are more prevalent but
because of the very successes of modern medicine. Modern medical ser-

vices are not only more effective, they are also very much more costly
than the best services available as recently as the early decades of
this century. The medical profession will have to work out the future
pattern of medical practice. Society as a whole, however, has a proper
concern with the methods of paying for medical services. The method
of paying for care is of particular consequence for the aged. And the
problem is by no means limited to low-income groups: Many middle-
income families with too much money to expect free care may find them-
selves with too little to pay for what they need.

Because no one knows when he will be taken seriously ill, the
cost of medical care is a threat to the security and independence of
the aged. Every aged person knows—and fears—that some day before
he dies he will face serious illness. Most have too little set aside
to finance an expensive illness. And it is understandable that those
who have savings hesitate to use them all up; they know only too well
how likely it is that they will have further illness. Aged persons,
like others, dislike turning to public assistance; many old persons go
without care rather than subject themselves to a means test.

With medical service a basic necessity, and an individual's
need ror it highly variable and unpredictable, some socially organized
method of paying for services is indicated. One method is that of
insurance, which permits individuals to budget ahead for at least some
medical expenditures.

Aged persons now find it difficult to obtain adequate health
insurance protection. As a group they have more need of medical ser-
vices than younger persons. Because they use more than others, the
average medical cost and hence the current insurance premium needed
for aged persons is between two and three times as high as for

younger persons.
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Up until quite recently, most persons over 65 could not buy
health insurance. At present, less than half of all persons aged

65 and over have some type of health insurance. While the extent
of insurance protection has increased in recent years, voluntary
action alone cannot meet the full need. Some who need the insurance
most, because they already have expensive health problems, will find
they are not accepted as insurable risks. Others, who would be
considered good risks, will find the premium cost more than can be
spared out of an income already stretched thin by everyday necessities.

How, in terms acceptable to our social goals and political
organization, should medical care for the aged be financed? Much
care for the aged and for other low-income groups is already supported
out of public funds, that is, from taxes paid largely by the working
population. If the aged are to have adequate medical care, society
as a whole must continue to help carry the costs of this group in
our population. Society does have a choice as to the terms on which
the care should be available and how the tax funds should be
collected. This problem cannot be met satisfactorily through sole

reliance on a program of assistance varying from State to State and
with the funds coming from general revenues. What is required is a
national program, financed through social insurance contributions,
with the same benefits available throughout the Nation.

* * *

This report first summarizes the evidences of the problem of
medical care for the aged. It describes the means now available to
deal with the problem- -primarily voluntary insurance and public assist-
ance programs. It then takes up in some detail the Administration's
proposal to provide protection against the costs of hospital and skilled
nursing home services, home health services, and outpatient hospital
diagnostic services through social insurance. It describes the
provisions as to coverage and benefits, the costs and the financing,
and how the program might be administered.



PAET I

MEDICAL CAKE FOR THE AGED :

THE NEED AND PRESENT PROVISIONS FOR MEETING THAT NEED

The growth of the aged population of the United States, both in

absolute numbers and in relation to the total .population, has led to

increasing concern about their special problems. In the 10 years from

1950 to i960 the number aged 65 and over in the United States increased
more than k million, or 35 percent, nearly twice the rate of increase
in the total population. The total number of persons in this age group
in the United States, Puerto Rico, and the Virgin Islands now exceeds

17 million, and by 1970 will probably exceed 20 million.

The sharp drop in income associated with withdrawal from the
labor market has been of first concern. Monthly benefits under the
old-age, survivors, and disability insurance system provide substantial
protection against loss of earnings, making it possible for the great
majority of beneficiaries to meet day-to-day living expenses, at least
at a minimal level. Heavy medical costs are now the most serious
impediment to security in old age. For this reason, increasing
attention has been directed toward methods of financing the medical
services needed by older persons.

THE NEED FOR FINANCING MEDICAL CARE

HEALTH CHARACTERISTICS l/

Millions of older persons are reasonably healthy, but many more
millions suffer from disease and disability. Health of course affects
every aspect of a person's life- -his participation in society and his
financial status--and is in turn largely dependent on his ability to
obtain appropriate care.

1/ Unless otherwise indicated, the data in this section are drawn from
U.S. Public Health Service Publication No. 58^-C4, Older Persons ,

Selected Health Characteristics, United States, July 1957-June 1959 ,

and other National Health Survey reports.

- 3 -



- k -

Persons 65 and over are twice as likely as younger persons to

have one or more chronic conditions, six times as likely to have their

activity restricted and thirteen times as likely to be limited in their

mobility. Specifically, according to the National Health Survey, 77
percent of all persons 65 and over not in ins itutions had one or more

chronic conditions or impairments and k2 percent were limited in their
activity (table l). Indeed, one in seven of the aged was completely
unable to engage in his usual activities of working or keeping house

and another two in seven were partially restricted in their activity.

Some persons can get around by themselves even though chronic
conditions limit their ability to work or keep house. Nevertheless,

18 percent of those 65 or older reported their mobility was limited:

More than k percent were confined to the house and Ik percent were
limited or needed help in getting around outside the house.

The older the individual, the greater the likelihood of chronic
conditions. Thus, of all persons 75 and over not in institutions 55
percent had some chronic limitation of activity, with nearly one-fourth
unable to work or keep house, and almost one-third restricted in their
activity. Some 30 percent were confined to the house or limited in
getting around outdoors.

The fact that the National Health Survey does not include
persons in nursing homes, homes for the aged and long- stay hospitals
and other institutions—now estimated to number more than half a
million- -means that the health situation of older persons is actually
more unfavorable than data from that survey indicate, particularly in
comparison with younger persons.

Older persons tend to maintain their independent living
arrangements as long as possible. These may have to be adjusted to
their physical conditions, however. The National Health Survey shows
that among aged persons who are not married, those whose mobility is

limited are much more likely than others to live with children or
other relatives— about two-thirds as compared with half of those with
no restriction on mobility.

Days of Disability

Reported limitations on activity and mobility give a qualitative
measure of the extent of chronic disability in the population. Informa-
tion is also available from the National Health Survey on the number of
days of disability resulting from both acute and chronic conditions.

Persons 65 and over reported an average of U3 days during the
year when their usual activities were restricted because of illness or
injury— times as many as younger persons (table 2). On Ik of these
days they were confined to bed for all or most of the day. Persons
under 65 years of age were confined to bed only half as often.
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The lower the family income, the more likely were the aged to be

restricted in their activity and to be confined to bed.

Table 2.—Number of restricted-activity and bed-disability
days per person per year for persons 65 and older by
age, sex, and family income, and for young persons by
age, July 1957-June 1959

Age, sex, and family
income

Restricted-activity
days --number per
person

Bed-disability
days per year

42.6 14.2

65-7U 38. 3 11.6
51.1 19. h

hO. S 13.3
hk.3 15.0

52. h 16.5

$2,000-3,999 38.9 13. h

k, 000-6, 999 33.5 12.1

31-7 10.8

17 .h 7.Q

55-6U 27.7 9-3
^5-5^ 19.0 G.h

Under h$ 1/ 15.1 e.k

1/ Data relate to period July 1957-June 1958.

SOURCE: U.S. Public Health Service Publication No. 58U-CU,

Older Persons, Selected Health Cnaracterlstlcs,

United States, July 1957-June 1959, and No. 584-B10,

Disability Days, United States, July 1957-June 1958.

Prevalence of Chronic Conditions

As already indicated, 77 percent of the persons 65 and over in

the noninstitutional population bad one or more chronic conditions,

compared to 38 percent among younger persons. Twenty-six percent

of the 65 and over group reported one chronic condition, 20 percent had

two, and 31 percent had three or more such conditions.
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Arthritis, rheumatism, heart disease, and high blood pressure cause

much of the disability in later life. The prevalence of these and other

selected chronic diseases and impairments among persons 65 and over not

in institutions is shown in table 3 in rank order, together with the

proportion medically attended.

The percentage of cases that had never been seen by a physician

was negligible or small in most diagnostic categories. However, a sub-

stantial proportion of those with chronic conditions were reported as

not under care at the time of interview.

Table 3.—Prevalence of selected chronic conditions among persons

65 and older and percent medically attended, June 1957-

June 1959

Medically attended

Selected conditions Rate per Under Not under Never
1,000 care care medically
persons attended

Percent
266 1+2.7 38.3 19.0
172 lk.1 hh.2 1+1.7

1I+9 83.I 15.6 1.3
129 75.8 22.9 1.1+

103 1+0.8 51.9 7.3

55 h2.k 1+2.9 11+.6

5^ U5.

8

32.8 21.1+

i+o 92.2 7.6
Paralysis of major extremities

1+3.622 53.^ *

22 75-2 23.9

19 39-^ 51.3 9-h

Less than 0.05 percent.

SOURCE: U.S. Public Health Service Publication No. 581+-C1+, Older Persons,
Selected Health Characteristics, United States, July 1957-June 1959.

Incidence of Acute Conditions

With the increased emphasis on chronic conditions among older
persons during recent years, there has been a tendency to underestimate
the importance for this age group of illness and disability due to acute
conditions—that is, which had lasted less than three months but involved
either medical attention or one or more days of restricted activity.
V/hile the annual rate of incidence of acute conditions among persons 65
years and older is slightly lower than for other adults in the population,
according to National Health Survey data it is by no means negligible.
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Roughly three-fifths of the acute conditions reported "by persons
65 and over for the July 1957-June 1959 period involved the respiratory
system. Nearly half the others were a result of injuries. This con-
stituted a rate of 228 older persons injured annually per 1,000 aged
population. About two-thirds of the older persons were injured in
accidents occurring in the home. About 85 percent of the "bed-disability
days reported were associated with fractures, dislocations, sprains,
strains, contusions, and superficial injuries.

Use of Medical Services

Aged persons require and utilize many health services. They consult
a physician about 6.8 times per year, on the average, compared to a rate
of k,Q for persons under 65. The rate for older persons would probably
be considerably greater if all sought and received as much care as they
need. The. fact that they do not is suggested by the fact that those liv-
ing as members of families whose income was less than $2,000 had on the
average 6.5 physician visits per year, while persons in this age group
in families with income of $7; 000 or more consulted a physician on the
average 8.7 times per year. This difference is in contrast to the fact
that persons with family incomes of less than $2,000 were more likely to
have chronic conditions and limitations on their activities. Within
each of the activity limitation categories, the rate of physician visits
was higher as the amount of family income increased.

There is little change with age (comparing 10-year age groups
from i+5 to 75 and over) in the use of physicians 1 services by persons
with no limitation of activity or mobility. For persons with limitations,
however, there was a decrease with age. For those with major limitation
of mobility, the average annual number of physician visits dropped sharply,
from 35 per person for the ^5 to 5^ age group to 18 for the 75 and over.

Older persons visited a dentist 0.8 times per person per year,
compared with 1.5 visits per person per year in the total population.
(Approximately one-third of all visits made by persons 65 years and older
were for denture work. ) Similar to the pattern for physician visits, the
rate of dental visits for persons 65 years and older was progressively
higher the larger the family income.

Hospital Utilization

Summary data on use of general hospitals v—Aged people go to the
hospital more often and stay longer than younger persons. According to
National Health Survey data for the period July 1958-June i960, there
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are lh.6 discharges per year per 100 persons 65 and older living at the time

of interview and not in institutions. 2/

Hospital stays of persons 65 and over averaged 1H.9 days (compared

to ik.J days shown by the 1957-58 survey). The stays and the total days

of hospitalization during the year for aged persons living at time of

interview were distributed as follows by length of stay:

Length of
stay

Number of
discharges

Number of

days

Total 100.0 100.0

1 day
2-5 days

6-1^ days

15-30 days

31 days or more
Unknown

22.6
kh.l
19.k
8.8
1.1

0.3

5.3
28.3
28.2

37-9

Some persons are of course hospitalized more than once during a

year, so that the number of discharges per person is larger than the number
hospitalized.

The National Health Survey found the following differences for persons
over and under 65 discharged from short-stay general hospitals in 1958-60:

Discharges per 100 persons
Average length of stay in days
Aggregate days per 100 persons

Persons 65
and over

14.6
1U.9

218.0

Persons
under 65

11.2
7.6

85.O

2/ This is substantially more than the 12.1 discharges per 100 aged persons
shown by the first National Health Survey report on use of short-term
general hospitals in the period July 1957-June 1958. Most of the
difference is attributable to improved methods of data collection, the
remainder to the fact that the data relate to a later period when utili-
zation was somewhat higher. Hie July 1958-June i960 reports are not yet
published. The earlier figures are from U.S. Public Health Service Pub-
lication No. 58 1+-B7, Hospitalization; Patients Discharged from Short-Stay
Hospitals, July 1957-June 1958 . See also U.S. Public Health Service
Publication No. 58U-DU, Reporting of Hospitalization in the Health Inter-
view Survey (May 1961).
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A national survey of old-age and survivors insurance beneficiaries
conducted in late 1957 found somewhat more days of general hospital care
per year than the National Health Survey for persons 65 and over—236 as

compared with 2l8 per 100 aged persons. The difference stems in part from
the fact that the National Health Survey includes aged persons in the labor
force, who are less likely than the retired to be hospitalized, and in part
from the fact that it is restricted to the noninstitutional population,
whereas the beneficiary survey includes time spent in a general hospital
by persons who were otherwise in an institution.

One in nine of all aged beneficiaries was hospitalized during the
course of a year. They are distributed as follows by number of days

spent in a short-stay general hospital (regardless of number of hospital
episodes within the year):

Days in hospital during year Percent of beneficiaries
hospitalized

Total 100.0

1-30 days 81.9
31-60 days 12. k

61-90 days 3.2

91 days and over 2.5

About every fifth aged beneficiary who spent any time in a general
hospital during the year had more than one hospital stay. In other words,
there were lk stays per 100 beneficiaries; and there were 21.2 days of
care per hospitalized beneficiary.

Corresponding data from other surveys conducted in 1956 and 1957
appear in the Report Submitted to the Committee on Ways and Means on
April 3> 1959^ Hospitalization Insurance for OASDI Beneficiaries .

Factors affecting time spent in short- stay hospitals . --Age and sex
affect the amount of time spent in hospitals. Household surveys show
that aged men are usually admitted more frequently and stay longer in
hospitals than aged women. The differences found are much greater in
some surveys than in others and, perhaps because of sampling variations,
are not consistent for all age and other subgroups. In general, the
amount of time spent in the hospital for every 100 persons in the population
increases with age. The latest data from the National Health Survey are
summarized in table k.
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Table k,—Number of patients discharged per 100
persons and average length of stay for
persons 65 and over, by sex and age,
July 1958-June i960

(Noninstitutional population of the United States)

nvcl fc*g,c

Sex and age aged persons length of stay
per yeajr m aays

Total 65 and over... lk.6 lk.9

16.5 15.9
13.0 lh.0

65-7^ lU.l Ik.k
15> 15.8

SOURCE: National Health Survey, unpublished data.

The earlier data from the National Health Survey show some

correlation between hospital utilization and amount of family income,
but it is not clear to what extent this reflects the fact that aged
persons needing hospitalization are more likely to share a home with
relatives. The Bureau of Old-Age and Survivors Insurance survey
data indicate that the probability of a beneficiary entering a

hospital during the year bears no systematic relationship to

his income (or, in the case of married beneficiaries, to the

income of the couple). At each income level, however, those

beneficiaries with some health insurance tend to have a higher
hospital admission rate than beneficiaries with no insurance.

Persons who have health insurance enter hospitals more frequently,
but have shorter average stays than those who are uninsured. The
following data from the National Health Survey for July-December 1959
show that regardless of sex or age older persons with health insurance
are much more likely than other aged persons to have one or more short-
stay hospital episodes in a year: 3/

Sex and age Percent with one or more hospital episodes

Insured Not insured

Total 65 and over 13.7 8.3

Men 65-7^ 13.3 9.7
75 and over 15.5 9.1

Women 65-7^ 12.5 7.8

75 and over 17. 6.5

37 tt.s. Public Health Service Publication No. 584-B25, Interim Report

on Health Insurance, United States, July-December 1959 «



- 12 -

Matching information on length of stay, while not available from
the National Health Survey, is provided by the 1957 survey of OASI

beneficiaries. The frequency of hospital visits among the insured and

uninsured OASI beneficiaries covered in that survey is in line with
that found in the National Health Survey, as shown by the following
figures

:

Insured Not insured

Ik. 2 8.8

17. ^ 25.7

2U8.0 226.0

The average stay is less for the insured because persons with
insurance are more likely to go to the hospital early in the course of
an illness or for essentially diagnostic purposes and thus stay a
relatively short time. The uninsured group includes a larger proportion
of "impaired risks" who cannot purchase insurance, of older persons with
more serious medical needs, and probably of persons who—because of fear
of the costs—postpone getting medical and hospital care until the need
is overwhelming.

Persons hospitalized during
year per 100 persons

Average days of care per
person hospitalized

Total days hospital care per
100 persons

Utilization in last year of life .<—Household surveys considerably
understate the hospital utilization of aged persons because they generally
exclude the hospitalization experience during the survey year of persons
who had died prior to the interview. The mortality rate of the 65 and
over group is of course high.

A special National Health Survey report, Hospital Utilization in
the Last Year of Life ,jf/ based on data from surveys in the Middle
Atlantic States, shows that the inclusion of hospitalization received
by decedents during the survey year results in a substantial increase
in the total volume of hospitalization reported, especially for persons
65 and over.

In this region the days of care used by persons who died during
1957 would increase by about ho percent the total estimated hospital days
used by all the aged in the year, computed solely on the basis of the
reported experience of persons alive at date of interview. However,
inasmuch as the current statistics on hospital utilization by the popu-
lation alive at date of interview are higher than formerly reported—as
a consequence of the improved collection procedures now followed by the
National Health Survey--the days used by decedents would raise the
estimated days used by all the aged (derived from the experience of
survivors) by no more than a third and possibly by as little as a fourth.

y U.S. Public Health Service Publication No. 584-D3 (January 1961).
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The 1957 survey of OASI beneficiaries also gives some indication
of the heavy volume of hospitalization which may characterize a person's
last illness. Although no data were obtained for nonmarried beneficiaries
dying during the survey year, data were obtained for the small number of
persons in the sample who died leaving a spouse drawing a retired worker's
benefit. Among the couples where a spouse (usually the wife) had died,
three times as many had one or both members hospitalized during the year
as among those where both partners survived the year. (The average known
medical cost for the year was 2 l/3 times as high for the couples with
one member dying as when both lived through the entire year.)

Long-stay institutions .—In addition to their high rate of general

hospital use, aged persons are heavy users of nursing homes and other

long-stay institutions. But relatively little is known about admission
rates and length of stay in the chronic-care facilities because most house

hold surveys exclude persons in institutions, as did the National Health

Survey.

The 1957 survey of OASI beneficiaries, however, did include
beneficiaries in institutions. It found that only one-fifth as many spent

time in a long-stay institution during the year as in a general hospital,

but the average stay in such facilities was much longer . In the aggregate
for aged beneficiaries there were close to two days in a long-stay
institution for every one day in a general hospital.

Kind of institution

General hospital

Long-stay institution

Nursing home

Other

Number in

institution per
1,000 beneficiarie s

111

23

13

10

Aggregate days
per 1,000
beneficiaries

2,360

h,hQo

2,760

1,720

It is not known for how many of the beneficiaries in nursing homes
the care was primarily residential and custodial, and for how many it
was skilled nursing and medical care. But it is known that nearly a
third of those reporting nursing home care also spent some time in a
general hospital—outside the nursing home—during the year.

FINANCIAL RESOURCES

Money Income

As earnings decline or cease altogether, most persons 65 and over
must get along on reduced resources. Just exactly how many have low
incomes varies not only with the definition of "low" but also with the
system of measurement, that is, the definition of the income unit and
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the method of its allocation among family members. One cause of confusion
is that income statistics for the aged population are seldom available in
the form that would be most useful, that is, separately for couples who
keep house by themselves, for persons widowed, divorced or never married
who live alone, and for the aged individuals and couples who live with
relatives. But no matter what study is cited or how it treats income, it

is likely to show that at least half of all persons 65 and over have less
than $1,000 cash income for a year.

Income statistics from the Bureau of the Census for aged persons,
and for families with an aged head, are collected annually and are the most
comprehensive. Data which have just become available for i960 show 52 per-
cent of the persons 65 and over not in institutions had cash incomes below
$1,000 in that year (table 5),

Income data for persons have the limitation that they do not indicate
how many persons depend on the income. In the case of the married, some
of the income attributed to the husband may go for support of his wife, who
may be under 65. Similarly, wives dependent on their husbands will be
shown as having little or no income. However, less than one-fifth of all
persons 65 and over are married women, and many older married couples have
less than $2,000 between them. Therefore, even if the reported income
data were adjusted to reflect an equal sharing by husband and wife, the
proportion of persons 65 and over having less than $1,000 would be very
little less than the 52 percent shown.

Data for older families are likewise not favorable: in 1959 (when

55 percent of the aged persons had less than $1,000), half the families
with head 65 and over had less than $2,830 and one-fourth had less than

$1,620, according to the Census Bureau. These incomes were for the support
of 2.6 members, on the average—about two-fifths of them under 65. Often,

a younger relative contributes a substantial share of the family's income.

Of the aged persons living alone or with nonrelatives (3»6 million
in 1959); half had less than $1,010 and four-fifths had less than $2,000.

There were in addition 2.3 million aged persons living in the home
of a younger relative who are counted in the figures for "persons," but
who are not identified in the family income analysis. The typical aged
person in this group is very likely not financially independent, and has a
lower income than a person who lives in his own household as the head of
the household or the spouse.

Data collected in a special survey for the Health Information
Foundation by the National Opinion Research Council illustrate this point. 5

TJ Sthel Shanas, Meeting Medical Care Costs Among "the Aging , Health
Information Foundation, Research Series IT (i960); see table 6 in
section on "Medical Care Expenditures" for summary.
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Table 5»—Percentage distribution of persons aged
65 and over, by total money income, and
by sex, i960

(Noninstitutional population of the United States)

Money income class Total 1/ Men Women

Total 100.0 100.0 100.0

500-999

52.7
14.5
11.7
26.5

27.1
3.6

5.5
18.0

73.9
23.6
16.8
33.5

1,500-1,999

23.7
15.3
8.

^

32.0
20.1
11.9

16.8
11.2
5.6

10.2 17.3
1. 1-

4.5

7.2 11.8

6.3 11.8 1.7

Median income for:

year-round, full-time workers ....

$ 950
1,150

NA

$1,620
1,690
^, 120

$ 640
820

2,8U0

l/ The distributions for men and women were combined using population
figures estimated in the Division of Program Research by updating
the Decennial Census counts after adjustment to exclude institutional
inmates (estimated at 5^0,000). The Census Bureau has not yet
released estimates for aged persons in the noninstitutional population
as of spring I96I, when the income data were collected.

SOURCE: Distributions of men and women with income from U.S. Bureau
of the Census, Current Population Report , Consumer Income,
Series P-60, No. 36 (June 9> 1961); percent with zero income
made available in advance of publication.
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They show that among nonmarried persons 65 and over median money incomes
in 1956 were about $200 higher for persons living alone or with nonrela-
tives than for those sharing a home with relatives.

Median income

Men Women

Living with relatives $1,139 $750

Living alone or with nonrelatives 1,339 972

The differential might well be greater were it not for a slight
underrepresentation in the study of those in the oldest age groups.
It would certainly be greater if aged persons in institutions were
included with those sharing a home with relatives.

It is especially important to take into account the number of
persons supported by the family income when comparisons are made between
families at different stages in the life cycle. When median family
income as reported by the Census for 1958, for example, was divided by
mean family size in that year, the income of families with head 65 and
over was only 58 percent as much as that of families with head 55 to
6h and 8l percent as much as that for very young families (head 25 to

3^ years). When account is taken also of the large number of children
in younger families (treating those under 13 as equivalent in need to
half an adult and older children as adults) the relative position of
the aged is even more unfavorable, as shown by the following figures:

Median income per family in 1958

jfer Per
Age of head Total capita equivalent

adult

65 and over $2,666 $1,030 $1,070
5,153 1,780 l,8Uo

^5-5^ 5,738 1,550 1,7^0
35-44 5,704 1,300 1,630
25-34 5,207 1,270 1,680

Other Financial Resource s

Older persons are more likely than younger persons to have some
savings, but in general those with the smallest incomes are the least
likely to have other resources to fall back on. Moreover, most of the
savings of the aged are tied up in their homes or in life insurance,
rather than in a form readily convertible to cash.



- 17 -

According to the i960 Survey of Consumer Finances, "spending units"

in the oldest age group (head 65 and over) were distributed as follows

in early i960 by amount of liquid assets in bank accounts or savings

bonds: §/

Liquid asset holdings Percent

Total 100

Zero 30

$ 1- 199 6

200- 999 lk

i
;
ooo-i,999 10

2,000 or more ^0

Relatively few of the aged hold any marketable securities , and they
usually are the ones who have other liquid assets also. Only one in

fourteen of the aged spending units reported owning corporate stock. Three
years earlier, when this question was last studied by the Federal Reserve
Board, only one in nine had corporate stocks or bonds and virtually all
of these stockholders were among the group that had over $2,000 in other
liquid assets.

Having savings, as one might expect, is related to income. The

1959 survey for the Federal Reserve Board, in relating assets to current

income, found that when money income of the aged spending units was less

than $3,000, percent had less than $200 in liquid assets and kk per-

cent had assets of $500 or more. By contrast, when income was $3,000
to $5,000, 21 percent of the units had less than $200 in liquid assets

and 70 percent had assets of $500 or more.

The i960 Survey of Consumer Finances shows explicitly that
relatively few of the aged have more than one type of asset other than
equity in a home. The distribution by number and pattern of their
holdings was as follows for spending units with head 65 and over.

(See chart on following page.)

6/ Survey Research Center, Institute for Social Research, University of
Michigan, 1961. These and subsequent data for aged spending units
exclude about one-fourth of all aged persons—those who were members
of units headed by younger persons, who are not in general financially
independent, and those in large lodging houses and institutions.
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:'attern of holding Percent

None
One only

Liquid assets
Equity in home or farm
One other

Two only
Liquid assets and equity
Two others

Three only
Liquid assets, equity and stock
Liquid assets, equity and other real estate
Three others

Four or five

13

32
15

13
1

3^
26
8

12
7

11
l

h

Total 100

This is important because, aside from their own utility as a

resource to fall back on, some assets can be income-producing and thus
in themselves raise total money income. When beneficiary couples were
classified by the amount of their OASI benefit, among those at the
minimum, only one in four had as much as $75 i*1 income from assets
during the year. Among those near the maximum, on the other hand, more
than one in two had at least $75 in asset income for the year.

Life insurance is a fairly common form of saving, although less
so among the aged than among younger families. The policies of the
aged have a relatively low face value, however, and some of them have
no cash surrender value. The proceeds are therefore more likely to go
toward burial costs or some of the bills outstanding after a terminal
illness, than to meet costs of current medical care.

Among OASI beneficiaries studied in the fall of 1957> 71 percent
of the married couples and half of the other aged beneficiaries carried
some life insurance. The median face value was $1,850 for the policies
carried by couples and less than half as much for nonmarried beneficiaries.
More than two-thirds of all the beneficiaries held policies with a face
value of less than $1,000 per person ($2,000 for a couple) or had no
insurance at all.

Homeownership

Equity in a home is the most common "saving" of the aged and
represents the major portion of their net worth. Like other forms of
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saving, the advantage of homeownership is more common among those with
higher incomes.

In early 1959> 62 percent of the nonfarm "spending units" headed

by a person 65 and over owned their homes. Of these homes, 83 percent
were clear of mortgage debt.

Among aged spending units with liquid assets of less than $200
half lived in rented quarters or with relatives. Among aged spending
units with liquid assets of $200 or more on the other hand, more than
two-thirds owned their home.

Among OASI beneficiaries just about two out of three of those

married and one out of three of the nonmarried studied in 1957 owned a
nonfarm home. Most of these homes were mortgage free, but the equity
was relatively modest: the median amount about $8,000 for couples and
widows and about $6,000 for single retired workers. Nearly eight out

of ten of the beneficiary couples with income of $5,000 or more, but
fewer than two out of three with less than $1,200, owned their homes.

While homeownership can mean lower out-of-pocket costs, it does
not mean living without significant housing costs. Data from the 1957
beneficiary survey indicate that urban couples keeping house alone in
a paid-up home averaged only about 30 percent less for taxes, upkeep
and utilities than the average outlay for rent, heat and other utilities
by couples renting their living quarters.

Noncash Income

Many aged persons have noncash resources which enable them to
enjoy better living than their money resources alone could make possible.
Such "nonmoney" income, however, does not necessarily release an equiva-
lent number of dollars for purchasing goods and services, such as
health care.

According to the 1957 survey of OASI beneficiaries, four out
of five couples and three out of five nonmarried beneficiaries had
noncash income of one or more of the following types : an owned home
or rent-free housing, food home-grown or obtained without cost, or
medical care for which the beneficiary did not pay.jj Others
received some support from the children or relatives with whom they
lived.

7/ This assumes that homeownership yields noncash income in the long
run, although about one-fifth of the homeowners reported current
housing expenses for the survey year that exceeded the estimated
rental value of the home. Roughly every third homeowner reported
noncash income from another source, usually food, because homeowners
are more likely than renters to have garden space.
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A fourth of all beneficiary couples and a tenth of all other aged
beneficiaries raised some food. Such food makes for a better and more
interesting diet, but the net saving in family food expenditures is likely
to be considerably less than dollar for dollar.

Measures of Need

When it is said that the aged as a group have relatively low
incomes, this implies some standard of how much they really need.

Certainly for many, with the children grown and the home paid for, wants
in many aspects of daily living are lessened. "Need" is admittedly a

relative term: It will vary with considerations such as homeownership,

the state of health, and perhaps the extent to which children and other
relatives can be counted on for help in an emergency. The needs as well
as the financial resources of the aged are in some measure a function of
where they live. Those in cities, for example, have higher income on
the average and are more likely to be drawing OAS I benefits than those
who spent their lives on farms or at other work only recently brought
under the program. On the other hand, in large cities people are less
likely to have the advantage of an owned home and home-grown food which can
help make a small income go farther, and often must pay higher prices,
particularly for housing.

One measure of need might be the recent Bureau of Labor Statistics
budget for a retired couple, in reasonably good health, keeping house
alone in a rented dwelling in one of 20 large cities. The cost in late
1959 ranges from $2,390 to $3,HO or from $2,6U0 to $3,370, depending
on whether one adheres to a concept adopted earlier by the Social
Security Administration, or applies the somewhat higher food and trans-
portation standard conforming to that used for a city worker's family
budget. Only a minority of the aged live in the circumstances to which
this "modest but adequate" budget applies, however: Just over half of
all persons aged 65 and over are currently married and living with a
spouse; less than two-thirds live in a community classified as urban,
and most elderly couples own their own homes, usually mortgage- free; and
not all of them keep house by themselves.

Currently, income data from the Bureau of the Census are available
only for families with an aged head and not for aged couples living alone.

Such families include an average of 2.6 persons. On the basis, however,
of a special Census income tabulation for 1956 for both types of families,
the median income of all elderly couples living alone in urban areas might
be estimated at roughly $2,600-$2,800 in 1959. Thus the cost of main-
taining an elderly couple, in reasonably good health for their age and
living alone in a rented dwelling in a large city—-ranging from $2,390 in

Houston to $3,110 in Chicago in autumn 1959— have been beyond the reach
of more than half of them. Lowering the budget to a range of $2,200 to
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$2,800 to allow for the estimated amount of housing costs that many of
the couples would save as homeowners would reduce the number for whom
the budget standard would be more than income could provide, but this
number would still be considerable. Furthermore relatively few with
incomes below the budget level would have sufficient cash savings or
assets readily convertible to cash to make up the deficit.

An important but difficult task is adapting the budget- for-two
to represent the needs of one elderly person. While there is no
generally accepted procedure, there is likely to be agreement that the
least suitable estimate is a simple division by two. For housing, the
cost for a single individual is probably little less than for two. If
keeping house is impractical, as may be true for an elderly man living
alone, the budget will have to allow for eating most meals out and
sending out the laundry.

The Bureau of Labor Statistics has developed a scale based on the
relation between food expenditures and income throughout the entire
range of income which suggests that one person 65 or over would need

59 percent as much income as an elderly couple living at the same standard.
Further study will most likely show that when incomes are low and con-
sumption is already close to the marginal level, this ratio is too low.
However, even the 59 percent ratio brings estimated costs for an elderly
individual considerably above average means. On this basis, a "modest
but adequate" standard for an elderly person living alone would take
from $1,410 to $1,835 in the 20 cities studied. The median income for
individuals aged 65 or over living alone (or with nonrelatives) in
cities was $1,11+0 in 1959.

MEDICAL CARE EXPENDITURES

Although opinions differ as to the standard against which to
measure resources of the aged, it is generally agreed that their lower-
than-average income is accompanied by higher-than-average medical care
needs. It is well-known also that the aged, like other predominantly
low-income groups, are likely to find the financing of their medical
needs a heavy burden. Sometimes they forego necessary medical care
entirely or defer it much longer than is desirable. In other instances
they get the care they need, but must rely on others to help pay for it.

Total Medical Care Expenditures Per Capita

Personal expenditures .—According to a study conducted for the
Health Information Foundation, per capita gross private medical care
expenditures by (or for) persons aged 65 and over are at least twice as
large as those by (or for) persons under 65 (table 6). This leaves out
the heavy costs for terminal illness of persons who had lived alone, and
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the cost of care in nursing homes, mental or tuberculosis hospitals and
other institutions (much of which is publicly financed) which are
particularly important for the aged, and also the value of care provided
at no charge to those individuals who cannot pay.

Table 6.—Private expenditures for medical care per person, by age,

1957- 5o

~
•

Persons 05 and over 1 Persons under 65

Total $177 $86

55 29
k9 19
k2 18
10 Ik
21 6

SOURCE: Odin Anderson, et al . , FaniJ.y Expenditure Patterns for Personal
Health Services, Health Information Foundation Research Series Ik

If allowance were made for the amounts spent by private individuals

for medical care of the aged in nursing homes and other institutions,

and for medical expenses incurred in their last illness by the aged

living alone, the private medical care expenditures for persons 65 and

over would probably have averaged $187 instead of $177 in 1957-58.

Public and private expenditures .—Aggregate annual public
expenditures in the fiscal year 1958 for medical care for the aged are

estimated at about $650 million exclusive of care in tuberculosis and
mental hospitals, and at about $9*+0 million inclusive of such care.

Philanthropic expenditures for medical care for the aged are estimated
at $150 million. The total medical care expenditures for persons 65 and

over in 1957-58 would therefore have been about $2^0 per capita, omitting
care in tuberculosis and mental hospitals, or $260 including such insti-
tutional care for aged persons. At present prices the per capita average
for all care probably exceeds $290, or a total of almost $5 billion.

Hospital care is estimated to account for about two-fifths of the
total.

Wide variation in expenditures .—The erratic incidence of illness
is one of the factors that aggravates the medical burden. Average medical
cost figures conceal wide variations in expenditures and give no indication
of the very heavy burden that may come to the individual whose illness
requires hospitalization. A hospital stay usually means total medical
bills for the year are relatively high. No one can foresee whether or
just when he will have to enter a hospital, which makes individual
budgeting unsuitable as a means for meeting the cost of hospitalization.
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Hospital Stays and Medical Bills

The impact of hospitalization on aged persons is veil

illustrated by data from the 1957 survey of OASI beneficiaries.

They are presented for married couples and for other aged
beneficiaries separately, rather than for individuals as in the

case of disability and utilization data, because for married
persons medical costs should be related to the resources of the

couple.

At least one member in every fifth aged couple entitled

to benefits spent some time in a hospital during the year,

according to the 1957 survey of beneficiaries. For half the
couples with a hospitalized illness (excluding those reporting
free service or other unknown costs), the total medical bills

incurred amounted to over $700, more than the cost of a modest
food budget for the year, compared with $150 for couples with
neither member hospitalized (table

r

j).

Table 7. --Percentage distribution of aged OASI beneficiaries,
hospitalized and not hospitalized by amount of medical
costs incurred during year, 1957

Medical costs
incurred in year

OASI couples
Nonmarried
beneficiaries

Hospitalized 1/

Not
hospitalized

Hospital-
ized 1/

Not

hospitalized

1 39 2 60

$ 100-199- k 21 9 18
200-399- 13 23 15 12

17 7 10 2

600-99* 16 3 Ik 1
28 1 22 1
20 5 28 6

$700 $150 $6oo $80

if Includes persons who received care in nursing homes or chronic
care institutions as well as in short-stay general hospitals,
because their medical-cost experience tends to be similar.

2/ In most cases, includes some "free" care, i.e., no bills
rendered to anyone, or vendor paid directly by public
assistance or other agency.

SOURCE: 1957 Survey of OASI Beneficiaries.
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Nonmarried beneficiaries, who tend to be older, use more
hospital and other institutional care than the married. One in
seven of those interviewed in late 1957 spent some time in a

hospital, nursing home or other institution during the previous
12 months. Median medical costs amounted to $600 for all such
beneficiaries, to $500 counting only those who spent some time
in a short-term general hospital.

The effect of hospitalization on the size of the total
medical bill can be demonstrated more directly in another way.

Among those couples with one or both the members hospitalized
and able to report their total medical costs, the costs associated
with such episodes averaged 6k- percent of their total medical bills
for the year

—

hi percent representing charges made by a general
hospital, h percent charges of chronic care institutions , and 19
percent the fees for the surgeon and inhospital doctor's care.

For nonmarried beneficiaries the costs associated with hospital
and nursing home care made up 77 percent of total medical costs,
an even greater portion than for beneficiary couples.

Means of Meeting Medical Bills

Persons who are hospitalized—and therefore have relatively
large medical costs—naturally have more difficulty than others
in meeting their total medical bills for the year.

According to the 1957 beneficiary survey, more than two-
fifths of the couples and roughly three-fifths of the nonmarried
beneficiaries who spent some time in a general hospital did not
meet the year's medical costs out of their own income, assets
and health insurance. The longer the hospital stay, the larger
the proportion that could not stretch their resources.

Medical debts were lncurred--or increase 21 percent
of the couples and 12 percent of the nonmarried beneficiaries
with a hospital episode during the year. (For all the aged,
whether or not hospitalized, the proportions were very much
smaller—6 percent and 3 percent, respectively.) And this does
not count the cases where a doctor, for example, may reduce his
fees because he knows that the patient cannot pay. Moreover, a

considerable number of the beneficiaries who had more unpaid
medical bills at the end than at Vm toegimaing of the p?i y

'

help fTOia outeid® as weilo
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Fifteen percent of the couples and 29 percent of the non-
married beneficiaries relied for at least part of their medical
care on public assistance agencies, hospitals, or other public
and private health and welfare agencies. Less than half as many
of the nonhospitalized beneficiaries had to turn to welfare
agencies

.

The number receiving help from relatives in one form or
another was at least as large. When beneficiaries were asked how
they met their medical bills, 15 percent of the couples and 26 per-
cent of the nonmarried with one or more hospital episodes reported
that relatives helped pay for them. (Less than half as many of
the other beneficiaries had to turn to relatives . ) Some additional
beneficiaries with hospital bills in effect received as much or
more help with their medical costs from relatives who helped
support them either sharing their home or by paying other regular
living expenses.

The Role of Hospital Insurance

Were it not for health insurance—despite the limitations
discussed below of many policies held by the aged--many more
would have had to turn to relatives or welfare agencies, or both,
to meet their pressing medical needs.

Data Just becoming available from the National Health
Survey reveal that for half the hospital stays of aged persons,
health insurance paid no part of the bill. On the other hand,
insurance paid some part of the hospital costs for three-fourths
of the stays of younger persons.

Even when insurance is available, it is of course less
effective for long than for short stays (table 8). Thus,
three-fourths or more of the hospital bill was paid by
insurance for three-fifths of the episodes lasting less than
a month, but for less than half the episodes of a month or
longer.

The actual proportion of hospital bills paid in some
part by insurance is probably smaller than shown, because
terminal illness cases are excluded, and those at the older
ages, who are most likely to die, are least likely to have any
insurance. It is not feasible, however, to try to quantify
the effect of this exclusion on the findings as they relate to
length of stay.
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Table 8 . --Percentage distribution of short-stay hospital
discharges according to proportion of bill paid by
insurance, by length of stay, July 1958-June i960

(Civilian noninstitutional population of the United States)

Age and
length
of stay

65 and over

1™ 5 cLctys 1 1 1 1 c * t

6-lh days
15-30 days

31 days or more «

«

Under 65
1-5 days ,»,,.«.
6-lh days

15-30 days

31 days or more *

.

Total
discharges

100.0

100.0
100.0
100.0
100.0

100.0
100.0
100.0
100.0
100.0

Proportion of bill paid by insurance

None
of
bill

1*8.8

1*8.9

1*6J
U9.8

5^.7

30-0
31T0"

25.1
28.2
U9.1

Any part of bill

Less

1/2

1/2
to

3A

11^9

lie 5

11.9
11.0
15.8

11.2
11.1
11.7
12.3
8.7

SOURCE: National Health Survey, unpublished data.

PRESENT PROVISIONS FOR FINANCING MEDICAL CARE FOR THE AGED

VOLUNTARY HEALTH INSURANCE

Z/h or
more

29-lf

33.1
30.0
21. k

53.8
52.7
57.9
$h.h

3^7

During tke past fev years the private Insurance industry
has made an intensive and commendable effort to develop health
insurance policies for older persons. Until quite recently
persons aged 65 and over who were not still at work and members
of an employed group, had limited opportunity to purchase health
insurance. An increasing proportion of the persons now reaching
age 65 are able to carry over into retirement health insurance
coverage which they obtained in their younger years, although
frequently with more limited protection or higher premiums or
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both. Blue Cross, Blue Shield and many commercial insurance companies

have developed special "Senior Citizen Certificates" or group policies

that can be purchased by persons aged 65 and over in most circumstances,

although coverage of pre-existing conditions may be limited.

There has now been enough experience with private health
insurance for the aged to indicate that it can provide useful supple-

mentary protection but also to demonstrate why private insurance alone
cannot and should not be expected to meet the basic health care costs

of the aged. The essential factors have already been discussed. The
larger medical care needs of the aged as a group must result in
higher average costs—in insurance terms, higher premiums. These
costs are beyond the ability to pay of large numbers of older persons.
The younger members of society must in one way or another pay part of
these costs if older people are to have adequate medical care.

Private insurance has been able to effectuate some cost-sharing.
The community-rated premiums of Blue Cross plans average hospital
costs for all participants. Coverage of many persons past age 65
has been achieved, however, only by the development of special policies
with their own (higher) premium rates. Perhaps three-fourths of all
private health insurance coverage is written under employee benefit
plans. In many such plans, the employer carries or shares in the
cost. For those retired employees who are continued under a group
plan with no change in premiums or benefits or with the employer
paying a substantial part of the cost of their benefits, the aged
person's health costs are shared by other age groups. But the number
of pensioners in this situation is very small and such arrangements
cannot be expected to apply to the great majority of retired persons,
because of worker mobility, limited vesting, and the fact that in
general it is only the larger firms that have such plans.

A compulsory social insurance program offers the only feasible
basis for a broad spreading of the costs of health protection for
the great majority of older persons.

Aged Persons Having Some Kind of Health Insurance

No more than half of all persons aged 65 and over have any kind
of health insurance. The National Health Survey found that in the
last half of 1959 > ^6 percent of those 65 and over, as compared with
67 percent in the population as a whole, had some form of health
insurance. 8/ Other estimates confirm these general magnitudes.

8/ U.S. Public Health Service Publication No. 584-B26, Health
Statistics; Interim Report on Health Insurance, United States ,

July-December 1959 > (December i960).
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Estimates prepared by the Health Insurance Council on total
health insurance enrollment are somewhat higher than those derived
from household surveys. For January i960, the Health Insurance Council
estimated that 73 percent of the total population (rather than 67 per-
cent) were covered. The Council's estimates are built up from reports
from individual companies* plans and may well make too little allowance
for multiple policy holding. On the other hand, household interview
surveys may miss some individuals. Special studies are now under way
that will provide a better basis for estimating the extent of multiple
policy holding. In any event, information for separate age groups
is available only from household interview surveys.

Perhaps as important as the numbers of aged persons with
health insurance are the characteristics of those having and those
not having such protection. In general, health insurance is much more
likely to be owned by aged persons still in the labor force, by those
closest to age 65, by those with relatively higher incomes and by
those in the best health. These factors are, of course, closely
related to one another.

Income and coverage . --According to the National Health Survey,
when the total family income of the person 65 or over (including
both his own income and that of all other family members) was under
$2,000 only 33 percent of the aged had hospitalization insurance.
When the family income was $4,000 or more, 59 percent had hospitaliza-
tion insurance.

The survey of OASI beneficiaries in 1957 showed a similar
relationship. The median income of OASI beneficiaries with no
hospitalization insurance was 30 percent lower than that of those
with insurance.

Age and coverage . --According to the National Health Survey,
among persons aged 65 to Jh, 53 percent had protection against
hospital costs; among persons aged 75 or over, 32 percent had
protection against hospital costs.

Work status and coverage . --Aged persons still in the labor
force are more likely than those fully retired to have some health
insurance because employment means higher income, the less

expensive group coverage is more likely to be available to those
employed, and part of the premium is frequently paid by the
employer. Among the relatively few aged reporting themselves as

usually working, nearly two out of three (64 percent) had some
hospital insurance; but among those not usually working, less
than half (k2 percent) had hospital insurance in the latter part
of 1959.
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Health status and coverage . --Aged persons in relatively poorer
health—at least "by their own designation- -are less likely to have
hospital insurance.

Of those reporting themselves in the National Health Survey
as having no chronic conditions, or only conditions that did not curtail
activity, 53 percent had hospital insurance; of those reporting them-

selves unable to carry on their major activity, only 30 percent had
hospital insurance.

Reasons for not having insurance . --A study conducted by the

National Opinion Research Center for the Health Information Foundation
found that in 1957 about half the aged persons without health insurance

would have liked to be covered, just over one-quarter had not thought

about it, and just under a quarter didn't want it.2/ Among those who
wanted coverage, 6o percent couldn't afford it and 32 percent had been
refused insurance or had it canceled.

About one-sixth (l6 percent) of the aged surveyed in the HIF-NORC
study had formerly been covered by health insurance but were not
covered at the time of the survey. Among the reasons given for not
continuing health insurance were:

Could no longer afford it (31 percent)
Retired or gave up working (26 percent)
Dissatisfied with policy's coverage (2h percent)
Other reasons:

Company discontinued plan
Did not feel need
Job change without the policy's carrying over

A similar picture emerges from the responses of OASI
beneficiaries to the question as to why they do not have health insur-
ance. According to the 1957 beneficiary survey, 68 percent of the
aged beneficiaries who did not have hospitalization insurance had
never had such insurance. Thirty percent had been insured at one
time, but the policy was dropped before the survey year. For 2 percent
the insurance status before the survey year was unknown.

£/ "Voluntary Health Insurance Among the Aged," Progress in Health
Services , Health Information Foundation (January 1959)

•
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The reasons given for not having insurance were as follows:

Percent
Aged beneficiaries never insured 100

Could not afford hi
Never thought about it 30
Not interested lo
Refused by insurance company 9
Other reason 2

Insured at one time , policy dropped t r\r\JLUU

Could not afford 39
Group policy could not be converted

at retirement 29
Not interested Ik
Canceled by insurance company or terminated

at death of husband 13
Other reason 5

Characteristics and Costs of Health Insurance

Of the aged who have hospitalization insurance, according to
the National Health Survey,

^3 percent are covered by Blue Cross or Blue Shield,

7 percent have s "Blue" plan and some other Insurance
s,

to percent are Insured through a commercial Insurer or
an independent plan,

1 percent are of unknown type

kt present , there are some 1,200 Insuring organisations
actively in the health field in the United States, including 737
insurance companies, 78 Blue Cross plans, 68 Blue Shield plans, and
over 300 other plans. Most of these provide benefits for the aged
through some means, if only through carrying persons past the age of

65 within groups primarily composed of younger persons.

Many aged persons, however, are not able to buy health
insurance even if they could afford it. Persons in poor health or
with a record of substantial need of care may either be unable to
purchase insurance or have their policies canceled. As of early

1961, only about half the Blue Cross plans accepted initial nongroup
enrollment from persons over 65, either through nongroup certificates
with no age limit or through senior certificates (table 9)

•
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Table 9. --Age limits on initial nongroup enrollment in Blue Cross
hospitalization plans, early I96I

Age limits
Blue Cross plans

Number L Percent

Total 1/ 78 100.0

"Senior" certificates
21 26.9
16 20.5
2 2.6

2 2.6
2k 30.

3

1 1.3
10 12.8
2 2.6

1/ Does not include Puerto Rican Blue Cross Plan.

2/ Two certificates offered, one with a 60-year limit, one with
a 65-year limit.

Insurance policies generally available to the aged tend to
provide more limited protection as well as to have higher premiums
than policies for younger persons. Seventeen of the 21 Blue Cross
Senior Certificates provide for no more than 30 or 31 days of benefits
and many provide limited allowances ($7 to $10 a day) toward the cost
of room and board, or provide for a deductible or coinsurance. All
but four of these plans require that a health statement be completed
by the individual applying for coverage. Coverage of hospitalization
for pre-existing conditions varies from immediate coverage in six
plans to exclusion for life in four; other plans provide benefits
after waiting periods of six to twenty-four months. The annual
premium cost of the Senior Certificates ranges from about $k0 to
about $66 per person. The most usual Blue Shield Senior Certificates
with maximum surgical fee schedules of $200 to $300 and reimbursement
for inhospital physician visits at $3 to $8 a day for 21 to 60 days
cost from about $20 to $40 a year for an individual and $24 to $64
for a couple.
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Commercial health insurance policies sold to aged persons
include wide variations in benefits and premium costs. One of the
most widely advertised and widely available plans is the 65 Plus Plan
of the Continental Casualty Company. This plan is open for membership
on a Statewide basis in hQ States during periodic enrollment periods.
It has a 6-months waiting period for pre-existing conditions, but no
limitations because of physical conditions. The policies can be
canceled and premiums adjusted only on a Statewide basis. The policy
provides up to $10 a day for room and board costs for a maximum of
31 days, up to $100 for miscellaneous hospital extras, and the cost
of surgery up to a maximum of $200. The annual premium is $78-

Aged persons in normal health can purchase individual health
insurance policies that are guaranteed renewable for life.
Policies providing room and board payments of $10 a day for 30 to
60 days, up to $50 or $100 for hospital extras and surgical expenses
with a maximum of $200 to $300, were available in early 1961 at
premiums for a man aged 65 ranging from $80 to $92 a year.

Pa id-up-at- retirement policies . --There has been considerable
discussion of paid-up- at-retirement policies. Such a policy
guarantees that a specified set of health insurance benefits will be
available to the policyholder during the remainder of his life.

The benefits are on a cash indemnity basis (a specified number of
dollars for up to a specified number of days of care, plus an
allowance for hospital extras). It would be very difficult for an
insurance company to estimate the future cost of a service benefit
(guaranteeing up to a specified number of days of care). This is

a very new approach and very little of this type of coverage has
been sold. If the policy is not purchased until the date of
retirement, the initial costs are high ($700 to $1,300 per indi-
vidual). Similarly, even if purchased prior to retirement, the
annual payments required for persons already approaching retirement
would be substantial.

If the costs were spread over the full working life of the
individual, the annual payments would be small, and might be
coupled with current health insurance premium payments throughout
his working life. However, assuming the insurance were acquired
through the place of employment, there is a practical barrier to

this approach in that few persons spend their entire working life
with one employer. Aside from the uncertainty as to whether they
will still be with the same employer when they retire, there are
other factors that could make workers reluctant to participate in
purchasing this form of insurance. They may anticipate that their
existing health insurance coverage will continue after retirement
or they may fear that a specified set of cash indemnity health bene-

fits may prove inadequate if the trend of rising medical costs
continues.
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Extent of Protection for Those Having Insurance

It will be evident from this description of generally available
hospital insurance policies that even those aged persons who have
health insurance may have to pay directly a considerable share of any
hospital bill they incur.

The National Health Survey, as noted above, found that in half
of all hospital stays by aged persons none of the hospital bill was
met by insurance. Where insurance paid part of the bill, it covered
less than half the total in 18 percent of those cases, between one-

half and three-quarters of the bill in 23 percent and three-fourths or

more in 59 percent of those cases.

For persons under 65, on the other hand, in only 30 percent of
the cases did insurance meet no part of the bill. And it covered
three-fourths or more of the xotal bill for 77 percent of those cases
in which there were any insurance payments.

There are no comparable figures on the proportion of all medical
expenditures covered by insurance for different age groups. For the
population as a whole, insurance payments in 1959 covered 25 percent
of all private medical care expenditures and 58 percent of private
expenditures for hospital care.

PUBLIC PROGRAMS

Publicly administered general hospitals in many localities
provide care at no charge, or at charges related to income, for
persons who cannot afford to pay in full. Some medical care programs--
notably those under public assistance and those for veterans 1

nonservice-connected disabilities--are open only to the needy. Others-
notably those for veterans' service-connected disabilities, or for
military personnel and their families- -provide for all in special
population groups without regard to income or ability to pay.

Traditionally, nongovernmental hospitals also provide some free
medical care to the needy. Increasingly, these hospitals are being
paid for their services to the needy through public programs and public
grants. But in many of our poorer States, much of the burden of the
care of the aged rests on the hospitals themselves. Such care may
be financed from endowment income and philanthropic sources. Often
the cost of free or part-pay care is defrayed by higher charges to
paying patients.
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In privately- controlled general hospitals, about a fifth of all
patients are aged 65 or over. But in general hospitals of State and
local governments, which more often than private institutions provide
care free or at reduced charges to those not able to pay in full, every
fourth patient is at least 65 years of age. In Veterans Administration
general hospitals, one out of five patients is at least aged 65.

The most important source of public funds for medical care of
aged persons is nov the public assistance programs.

Public Assistance Medical Care

From the beginning of the Federal-State old-age assistance
program established under the 1935 Social Security Act, costs of
medical care could be included in monthly cash payments of old-age
assistance recipients. The payments were subject to Federal and
State maximums, however, which very much limited the care made
available in most States.

In 1950; the Social Security Act was amended to permit Federal
matching of payments for medical care made directly to suppliers.
However, these vendor payments had to be within existing maximums on
Federal participation in individual cash payments. In 195&, old-age
assistance was again broadened by establishing separate Federal matching
for medical care payments over and above the cash assistance payment.

In 1958; the effective ceiling on Federal matching was increased.

The i960 amendments to the Social Security Act provided two
extensions of medical care for the aged under the public assistance
program: (l) increased Federal matching of medical care payments
under old-age assistance, and (2) a new program of medical assistance
for the aged, designed to provide help with medical bills for the so-

called medically indigent. The 1961 amendments, signed by the President
on June 30, included a slight additional liberalization of the Federal
matching provisions for vendor medical payments under old-age assistance.

Public Assistance Medical Care; Old-Age Assistance

Fifty-four Jurisdictions administer old-age assistance (OAA)

programs, including the 50 States, the District of Columbia, Puerto Rico,

the Virgin Islands, and Guam. Forty-three of tne States 10/ provided
some medical care to old-age assistance recipients through vendor
payments in September i960. But these States varied widely in the

content of their medical care provisions. Some State programs included
a wide range of medical services, covering virtually the entire gamut

of reeded types of medical care, while in other State programs medical
care provisions were extremely limited in scope. However, there was
undoubtedly some room for improvement of medical care content and

coverage in nearly all State old-age assistance programs.

10/ The word "State" in Part I of this document applies equally to the

50 States, the District of Columbia, Guam, Puerto Rico, and the

Virgin Islands.



- 35 -

Changes in medical care under old-age assistance since
September 1960 .--The i960 amendments have resulted in increases in
the medical care provided through vendor payments under old-age assistance
in a substantial number of States. According to information received by
the Bureau of Public Assistance by May 31> 19^1, of the 43 States providing
vendor payments in September i960, 23 ll/ had taken steps by that time to
improve the content or coverage of their medical care provisions through
old-age assistance vendor payments.

During this period, three States reduced medical services
provided through old-age assistance vendor payments. Two, Massachusetts
and New York, moved many cases formerly receiving medical care under
old-age assistance to the new medical assistance for the aged program,
under which the recipients will continue to receive the same care as
formerly. The third State, Colorado, has been forced, by a State
constitutional limitation on funds expended for the purpose, to reduce
medical care paid for through old-age assistance vendor payments.

Of the 11 States which made no vendor payments for costs of
medical care in old-age assistance before October i960, five 12/ have
either begun to make vendor payments or are planning to do so sometime
in I96I.

Changes in vendor payments: September i960 - April 1961 . --The

above information is based on the States' descriptions of medical care provided

through vendor payments under State old-age assistance plans. Their

expansion of medical care services may involve the addition of a great

deal, a moderate amount, or very little in the way of an actual increase

in services rendered. In some States, expansion is only in the planning

stage and may not actually materialize. In some States, the additional

provision represents only a change in payment method, as when States

have begun making vendor payments for services that were previously
provided through money payments to recipients (the change in payment method

being made because it brings increased Federal participation in the assistance

payments). However, this change of method may mean a great deal to the

w
California
District of Columbia
Florida
Idaho
Indiana
Iowa
Louisiana
Maine

12/ Alabama, Kentucky, Mississippi, Puerto Rico, and South Dakota.

Maryland Tennessee
Michigan Utah
Missouri Vermont
Nevada Virginia
New Mexico Virgin Islands
North Carolina Washington
Ohio West Virginia
Oklahoma
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recipient because it may affect his money payment and the kind and
quality of medical care provided. Since many States have maximums
or other provisions limiting the money payment, the removal of the
special cost of medical care from the money payment permits more leeway
in meeting the recipient's subsistence needs, insofar as State or local
funds are available. In addition, the cost of a particular medical
service paid in the recipient' s behalf frequently is greater than could
be allowed in the State's money payment.

A much more definite indication of the impact of the i960
legislation on old-age assistance vendor payments may be obtained by
comparing average vendor payments for States in September i960 with
the averages for April 1961, the latest month for which data are
available, and by comparing average money payments for the same months.

In September i960, the average vendor payment under old-age
assistance for all States combined was $10.75 per recipient. In April
196l, it was $11.06 (table 10). Specific program changes in Massachusetts
and New York partly explain the fact that the national average did not
rise more than 31 cents. In Massachusetts, more than 15,000 old-age
assistance nursing home and other institutional cases were transferred
to the State's new program, medical assistance for the aged, between
September and April. This resulted in a reduction in the average old-age
assistance vendor payment in the State from $^5»86 in September to $17.10
in April (the only very large drop occurring in any State during the
period). In New York, l6, 000 cases were transferred from old-age assistance
to medical assistance for the aged in March and April, and the average
old-age assistance vendor payment dropped from $33* ^5 in September to $28.95
in April. Excluding Massachusetts and New York, the remaining 52 States
had average vendor payments of $8.66 in September and $10.3*+ in April,
or an increase of $1.68 in the average vendor payment over the 7-month
period.

The number of States with changes in average vendor payments of
specified amounts is shown in table 11. It is possible that some of the
changes in State averages represent random month-to-month fluctuation;
however, this is certainly not true for the States whose average vendor
payments increased by a sizeable amount over the 7-month period.

Increases in average vendor payments have come to some extent
at the expense of decreases in average money payments. Under the revised
formula for Federal participation in old-age assistance, it was to the
advantage of some States that formerly had low average vendor payments

to begin paying for additional types of medical care through vendor payments

rather than through money payments to recipients. For example, in some

States nursing home care was formerly paid for through money payments. It

is now covered through vendor payments, and the shift in payment method
has brought a drop in average old-age assistance money payments together
with the increase in average vendor payments. Among the 27 States in which
the vendor payment averages had increased more than $1.00 by April, 9
States decreased their money payment averages by more than $1.00, while
in 7 the money payment average increased by more than $1.00 (table 11).
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Table 10.—Old-age assistance: Average payment per recipient for all assistance,
for money payments to recipients, and for vendor payments for medical
care, September i960 and April 196l, and changes in averages from
September to April, by State

(corrected to June 22, 1961)

September i960 April 1961 Change, Sept. i960 - April I961

Money Vendor Money Vendor Money Vendor
State

All as-
payments payments

All as-
payments payments

All as-
payments payments

to for to for to for
sistance recip- medical sistance recip- medical sistance recip- medical

ients care ients care ients care

$68.75 $58.00 $10.75 $68.45 $57.39 $11.06 -$0.30 -$0,6l $0.31

Total, without Massachusetts 65.9t 57.28 8.66 67.13 56.79 10.34 1.19 - O.49 1.68
and New York.,

52 .88 C fi75'.0| 7} >o 50.05 2.41 • 37 -2 .02 2 ,40

64^4 64.34 66.31 66.31 1.97 1.97
At*1 ?nn3 61.41 61.41 61.00 61.00 -.41 -.41

52.63 45.95 6.68 52.31 45.14 7.17 - .32 - .81 .49

90.19 80.43 9.76 90.43 79.10 11.33 .24 -1.33 1.57
100.55 83.53 17.02 100.96 82.63 18.33 .41 - .90 1.31
109.42 90.56 18.86 IIO.91 93.13 17.77 1.49 2.57 -1.09
50.48 50.48 — 49.85 49.85 - .63 - .63

64.92 56.52 8.40 66.01 56.57 9.44 1.09 .05 1.04
56.24 50.21 6.02 60.01 48.06 11.95 3.77 -2a 5 5.93

47.26 47 .26 47 m 47 07 _ in•l 7

29.24 29.24 — 25.20 25.20 — -4.04 -4.04

Hawaii ••••» • « 63.42 57.68 5.74 70.26 6l.8l 8.45 6.84 4.13 2.71
69.61 60.19 9.42 84.75 56.71 28.04 15.14 -3.48 18.62

77.98 43.83 34.15 78.10 43.93 34.16 .12 .10 .01

64.90 44.15 20.75 64.33 44.44 19.90 - .57 .29 - .85

82.05 74.03 8.02 87.69 52.46 25.23 5.64 -11.57 17.21
80.24 68.11 12.13 82.42 68.95 13.47 2.18 .84 1.34
50.34 50.34 50.28 49.98 .30 - .06 - .36 .30

71.19 69.14 2.05 71.07 68.70 2.37 - .12 - .44 .32

00 • jy 13 .00 46.92 21 00 -6 47 8.00
62.41 56.88 5-53 63.74 57^49 6:25 1.33 .61 I72

Massachu setts 106.89 61.03 45.86 86.81 69.71 17.10 -20.08 8.68 -28.76

76.59 65.93 10.66 78.95 66.23 12.73 2.36 .30 2.07
89.46 52.40 37.06 93.58 52.23 41.35 4.12 - .17 4.29
34.61 34.61 — 34.49 34.49 — - .12 - .12 —
60.12 59.74 .39 61.43 59.77 1.66 1.31 .03 1.27
64.00 63.74 .27 63.62 63.44 .18 - .38 - .30 - .09

71.99 47.04 24.95 75.88 49.55 26.33 3.89 2.51 1.38

74.96 68.98 5.97 78.69 71.07 7.62 3.73 2.09 1.65

7Q PI 62 11 17 .10 'J 68.01 17 18 6.18 .28

90.11 55^05 35.06 92.51 55^07 37-44 2.*40
.02

2
'.38

68.17 59.64 8.54 67.55 56.89 10.66 .02 -2.75 2.12

107.87 74.42 33.45 94.03 65.08 28.95 -13.84 -9.34 -4.50

44.00 41.72 2.28 44.94 42.66 2.28 .94 .94

90.18 55.41 34.76 92.40 56.03 36.37 2.22 .62 1.61

75.80 65.01 10.79 76.58 64.89 11.68 .78 - .12 .89

79.14 67.16 11.99 87.58 69.66 17.92 8.44 2.50 5-93
80.21 51.56 28.65 86.57 52.86 33.71 6.36 1.30 5.06

68.54 64.69 3.85 67.42 64.34 3.08 -1.12 - .35 - .77

8.24 8.24 8.28 8.28 .04 .04

80.77 65.77 15.00 81.11 66.11 15.00 .34 .34

40.94 38.05 2.88 41.75 38.38 3.37 .81 .33 .49

62.51 62.51 63.68 63.68 1.17 1.17

41.86 41.26 *6o 43.94 40.54 3.40 2.08 - .72 2.80

52.90 52.90 52.73 52.73 - .17 - .17

72.19 67.20 4.99 71.14 51.20 19.95 -1.05 -16.00 14.96

64.98 51.48 13.50 70.87 49.59 21.28 5.89 -1.89 7.78

26.86 26.36 .50 26.44 26.44 - .42 .08 - .50

46.58 37.52 9.06 53.56 41.46 12.10 6.98 3.94 3.04

87.83 57.30 30.53 87.27 56.98 30.29 - .56 - .32 - .24

39.07 34.13 4.93 40.98 34.05 6.93 1.91 - .08 2.00

84.01 38.62 45.39 86.70 37.90 48.80 2.69 - .72 3.41

71.06 61.87 9.19 76.11 64.94 11.17 5.05 3.07 1.98
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Table 11.—Old-age assistance: Distribution of States by amounts of increase
or decrease in average money payment and average vendor payment
per recipient from September i960 to April 1961

(corrected to June 27, 1961)

Change in average money payment
Change in

average
Decrease of Change of

less unan

Increase of

vendor pay-
ment

Total More than
$1

$.20 to $1 $.20 $.20 to $1 More than

$1

loxaj. 11 11 1
\ r. 8 12

Decrease
of more
\>UB.ll ipJ- 3 1 2

$.20 to

«*>«- h 2 1X 1

Change of
less than
$.20 k 1 1 2

Increase
of $.20
to $1 7 3 1 2 1

More than

$1 27 9 3 5 3 7

No vendor
payment

,

September
or April 9 1 2 h 2

States with relatively high average vendor payments do not necessarily
provide comprehensive and high-quality medical care for old-age assistance
recipients, nor do all States with low averages have inadequate medical care
programs. There are a number of variables other than the scope and quality
of care received by recipients which influence the level of average vendor
payments—variations in costs of medical care, availability of medical
personnel and facilities, access of recipients to other medical care programs,
provision of medical care through money payments to recipients, etc. But,
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for most States, the amount of the average vendor payment does tend
to reflect the relative adequacy of medical care available to old-
age assistance recipients; the increases in average vendor payments
since October 1, i960, perhaps furnish a rough gauge of the improve-
ments in medical care for the recipients since that date; and the
large number of States still remaining with relatively low average
vendor payments may roughly indicate the improvements still needed
in medical care provisions for recipients of old-age assistance.

Public Assistance Medical Care: Medical Assistance for the Aged

The i960 amendments provided for a new program of medical
assistance to aged people who do not qualify for old-age assistance
but who cannot meet the cost of needed medical care. The program
must be administered by the same State agency that administers
old-age assistance.

The States have considerable latitude in deciding the scope
of medical assistance for the aged with regard to both the definition
of persons eligible and the kind and extent of services provided.
However, if a State decides to have such a program, it may not set

an age limit of more than 65 years, a citizenship requirement which
excludes any citizen of the United States, or a durational residence
requirement. Nor may it impose a lien against the property of any
individual prior to his death on account of medical assistance
properly paid in his behalf nor require recovery from his estate
until after the death of the surviving spouse, if any.

In addition, there must be a provision that no enrollment
fee, premium, or similar charge will be imposed as a condition of
eligibility by the agency which administers medical assistance for
the aged. There is specific provision in the statute for Federal
financial participation in State expenditures "for insurance
premiums for medical or any other type of remedial care or the
cost thereof" paid as medical assistance in behalf of eligible
individuals

.

In defining the content of medical care to be provided by
a State for medical assistance for the aged, the Federal Act
requires that there be some institutional and some noninstitutional
care. The Federal Government participates, according to a specified
formula, in amounts paid in behalf of eligible recipients, that is,

payments to suppliers of medical or remedial care. The program does
not include amounts paid directly to recipients.
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Program development . --The medical assistance for the aged program
was in operation in 10 States 13/ "by the end of June I96I. An additional
nine States lk/ have adopted legislation and expect to have a program
in operation by November 1, 1961; while four others 15/ have legislation
with later effective dates. As of mid-July legislation was in process
in seven States. 16/ It appears unlikely that the remaining 2k States
will implement the legislation in I96I or early I962.

The major provisions of the medical assistance for the aged
programs in effect or enacted in each of the 17 States for which such
information was available as of the end of June 1961 are shown in the
Appendix. A summary analysis of the provisions in the 10 State programs
that were in operation prior to July 1 is presented in the material
which follows.

Financial eligibility ; income.— In determining the group who
will be eligible, some States have set a maximum on the income and
assets medical assistance for the aged recipients may hold, and a
person who possesses more than these value amounts is ineligible.
Other States say, in effect, "A certain level of income and resources
is necessary for subsistence; any amount beyond this level will be
evaluated to determine its availability to meet medical need. If the
amount available is still not enough to pay for ihe person's necessary
medical care, he is eligible for medical assistance for the aged."

Among the seven States using the system of maximums on income
and assets, the lowest maximum on income for a single recipient with
no dependents is $1,080; the highest is $1,500. Varying allowances
are made for dependents.

Financial eligibility ; assets .—All 10 States with a medical
assistance for the aged program in operation before July I96I exempt
the real property used as a home in determining eligibility. They
take into account the resource value of other real estate, although

most States do not require its liquidation. Most of the States exempt

a life-insurance policy with a small cash- surrender value. Medical
insurance policies and similar resources designed to meet medical need
are also considered as assets to be taken into account in determining
the amount to be paid from medical assistance for the aged funds.

13/ Kentucky, Maryland, Massachusetts, Michigan, New York, Oklahoma,
Washington, West Virginia, Puerto Rico, and Virgin Islands.

Ik/ Arkansas, Idaho, Maine, New Hampshire, North Dakota, Oregon,
South Carolina, Tennessee, and Utah.

15/ California, Connecticut, Hawaii, and Louisiana.

16/ Bills had passed both houses of the legislature in Illinois and
Vermont, and one house in Alabama and Wisconsin; bills had been
introduced but not passed in New Jersey, Ohio, and Pennsylvania.
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A small reserve of cash or "resources convertible to cash" is

specifically permitted in 8 of the 10 States. The amount permitted

a single person ranged from $300 in one State (Maryland) to $5,000
in another (West Virginia). However, the State with the $300 limit

permits "liquid resources" reserve of $2,500 if it "represents the

only resource for regular living expenses."

Types of medical care covered * —All 10 States operating
medical assistance for the aged prior to July I96I provide for
inpatient hospital care. The length of the hospital stay to
be paid for ranges from 6 days (Kentucky) to as many as are
necessary, as determined by the physician's statement and a review
by the staff giving medical supervision to the State's program.
Several States limit hospital care to acute, life -endangering, or
traumatic conditions requiring hospital care; all others provide
it as recommended by the physician. Nursing home care is provided
by 6 of the 10 States. In West Virginia such care is restricted to
posthospital care.

Physicians' services in home and office is the type of

noninstitutional care most frequently specified. Nine of the 10

States provide for such services. Some States limit the services
to acute conditions or treatment necessary to prevent the recipi-

ent' s need for hospital care. Among the States that do not provide
for a full range of noninstitutional services, the most frequently
covered services, in addition to those of the physician, are dental
services to relieve pain or treat acute infections, and prescribed
drugs. In some States, the latter are limited to those drugs

needed for the treatment of acute or life-endangering conditions.

Of the 10 jurisdictions now operating medical assistance
for the aged, 5 (Massachusetts, New York, Puerto Rico, Washington,
and West Virginia) provide medical care services covering the basic
types of medical care needs (hospital, nursing home care, physicians'
services, prescribed drugs). In the other 5 States, one or more of
these services is not included.

Persons receiving care . --Payments of almost $6 million were

made on behalf of 28,000 recipients of medical assistance for the

aged in April 1961, in seven States (table 12). Of the remaining

States with programs in operation prior to July, Puerto Rico and

the Virgin Islands have not reported and the Maryland program did

not begin until June.

The term "recipients" means the number of persons for whom
bills from suppliers of medical care were paid in the reporting
month. The bills generally represent services provided in a

preceding month. The count of recipients, therefore, does not
necessarily reflect the number of persons actually receiving medical
care services during the month covered by the report.
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Table 12 . --Medical assistance for the aged: recipients and payments
for recipients, by State, April 1961 1/

- ....... ...
,

Payments for fee ir)ient s

Number of Total
oca^e recipients amount Average

27,998 $5,890,726 $210.1+0

Ik 508 (2/)

1U,722 3,02^,3012/ 205.1+3

3,585 1,113,873 310.70

5,589i/ 1,1+18,1+63^/ 253-8oi/

190 1+2,302 222.61+

281 56,276 200.27

3,617 235,003 6i+. 97

1/' Figures underlined represent program under State plan not yet approved
by the Social Security Administration. All data subject to revision.

2/ Average payment not computed on base of fewer than 50 recipients.

3/ Excludes $93,7^0 in money payments not subject to Federal participation.

Persons whose cases were opened for medical assistance for
the aged, October 1960-April I96I . --Practices in opening cases

vary among the 10 States. In three (Kentucky, Virgin Islands,

and West Virginia) persons may apply in advance of their need for

medical care. When their eligibility is established, they are
given identification cards for use when medical care becomes
necessary. At the time medical care is needed, their eligibility
is reviewed. When a year has elapsed, continuing eligibility for
medical care assistance is redetermined for all opened cases.

The general practice in the other seven States is to determine

eligibility at the time the need for medical care is made known.

Financial eligibility is directly related to the kind and cost of the

medical care needed.
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These variations in practice are reflected in reports on
the number of cases opened. Also reflected in these reports are

the practices of the States with respect to the transfer of cases
from other assistance programs to medical assistance for the aged.

Reports on the number of cases opened have been received
from 8 of the 10 States (table 13). Of the 62 f

klk persons whose
cases had been opened in these 8 States since the initiation of
the program, 96 percent were in Massachusetts, Michigan, New York,
and West Virginia. In New York and Massachusetts, almost all the
cases were transfers from old-age assistance; in Michigan, about
one-fourth of the cases formerly received old-age assistance. In

contrast, none of the West Virginia cases represented transfers
from any public assistance program.

Program costs for medical assistance for the aged . - -Program

costs for medical assistance for the aged have been increasing

rapidly, as would be expected with a new program. For the month

of May 196l, they were $8 million, an increase of $2 million over

April, and $k million over March expenditures. The average monthly
expenditures per recipient since the program's inception have

ranged around $200.

As with any new and growing program, estimating future costs
or costs under a fully developed program are difficult. The
President's budget for fiscal year 1962 includes $60 million for
the Federal cost of benefits under the program, based upon an
estimated total program cost of $116 million. These estimates
appear low in the light of data developed by a recent survey of
State action to implement medical programs for the aged, conducted
by the Senate Special Committee on Aging. Twenty States and two
territories estimated their costs for a year's operation of a

medical assistance for the aged program, based on the situation
as of March 31, 1961. The 22 jurisdictions include all those with
programs in operation, all except 3 of those which anticipate
programs by early 19&2, and 3 which do not anticipate an operating
program by that time. The expected total cost for 1 year's services,
as estimated by the 22 jurisdictions, is $331 million. Of this
$172.3 million would be Federal funds, $98-5 million State funds,
and $60.2 million local funds.

There is no satisfactory way to project from these data
costs for the program of medical assistance for the aged if all
States were to participate. However, assuming similar benefit
levels and eligibility requirements in the remaining States, the
cost might be about $650 to $700 million, of which about $360 to
$390 million would probably be required from Federal funds. This
assumes medical care prices at the present level. With the probable
increase in these prices and with a general expansion of the program
toward comprehensive benefits and lowered eligibility requirements,
the cost would become substantially greater.
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PART II

THE ADMINISTRATION PLAN OF HEALTH INSURANCE FOR THE AGED

THE ESSENCE OF THE PLAN

The social security benefits to which 95 percent of the aged
will, in the long run, be entitled cannot offer an adequate basis
for their security so long as they must continue to fear that the
costs of serious illness in old age may reduce them to destitution.
Normal budgeting from cash benefits and other income resources cannot
remove this threat to the independence of those who will become old
in the future, as well as those who are already aged. The only way
to remove this threat is through providing the aged with, in addition
to a basic monthly cash benefit, basic insurance protection against
large health costs.

Adequate health insurance protection can be paid for by the
aged only if they make contributions during their working years for
their protection in old age. Such a spreading of cost over a long
period of time for this purpose is not feasible under private
insurance except on a very limited basis. A requirement that private
insurance premiums be paid over a working lifetime means that no one
could obtain protection until several decades have gone by and, when
the lifetime of payments have been made, the best plans for adequate
paid-up health benefits may be insufficient if medical costs have
risen greatly. Another system for helping the aged acquire insurance
is through community rating. However, community rating has weakened
the competitive position of plans using It and experience rating is

increasingly replacing community rates.

Social security contributions are paid during entire working
lifetimes, vary with earnings levels and are shared by employers and
employees. Such an arrangement for prepaying the costs of health
insurance is not available under private programs. Under private pro-
grams low income groups have considerable difficulty in prepaying the
cost of their old-age protection and employer practices in sharing
costs differ widely.

- U5 -
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The social insurance mechanism offers a truly conservative
approach to meeting basic costs of illness in old age. The scope of
the health insurance protection provided would be clearly defined and
limited by law, the long-run cost of making health insurance payments
would be actuarially calculated, and revenue sufficient to finance
these benefit payments would be provided. Through such means the
States, whose finances are already hard pressed, would be spared a
burden on their general revenues. Furthermore, use of the existing
OASDI administrative machinery would make it possible to carry out the
Administration's plan with operating costs of about 3 percent of
benefit costs because the necessary tax-gathering, record- keeping,
claims-processing and much of the other administrative machinery is
already in existence and operating smoothly in carrying out the existing
OASDI program.

THE ROLES OF OTHER PROGRAMS

Neither private insurance nor public assistance can serve as

the primary means of protecting the aged against the expenses of a

costly illness. However, both would play an important role in

complementing the basic health insurance protection that would be
afforded the aged under the Administration plan. Many of the aged who
now have some insurance against the cost of health care would no
doubt carry supplemental protection. Also, some aged people who are
now without any protection because they know they cannot safeguard
themselves against financial catastrophe resulting from illness would
obtain additional coverage from private sources when real security becomes a
possibility. As the basic cash benefits under social insurance have
been so successfully complemented by pensions and annuities under
private plans, so we would expect basic social security health insurance
to be complemented by private health insurance.

If the proposed program is enacted public assistance would serve

as a back stop- -filling in for the smaller and smaller group of aged

persons who cannot qualify for social insurance protection or whose

benefits do not fit their needs. This of course is the accepted role

of public assistance in the area of income maintenance. In fact,

enactment of the proposal would enable the States, without taking on

too great a burden, to move in the direction of more meaningful and

effective medical assistance programs for the persons who would still

need State help in meeting their health costs. Just as during the last

decade improvements in the OASDI program have enabled the public assistance

programs to do a better job in supplementing the basic social insurance

program, it is expected that enactment of the health insurance program

would relieve the States of part of their present financial burden and

enable them to provide more adequate programs of medical assistance for

the aged.
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THE RELATION OF SOCIAL INSURANCE TO MEDICAL PRACTICE

The main premise behind the proposal that health insurance
for the aged be provided as a basic part of the social insurance
system is that the aged require an improvement in the method through
which they pay for their health care. The only way of providing
this improvement involves the use of payment over the working
lifetime for basic protection in old age and such payment is

feasible for the great majority of the population only under social
insurance

.

No part of the plan proposes to interfere with the practice
of medicine. The Administration's plan has been drawn with care
to avoid Federal interference. What is proposed is a means of
financing hospital care and certain related or alternative services.
Aside from the difference in the method of collecting contributions
and the population group affected, what is proposed is very much like
what Blue Cross plans have been doing for many years, paying hospital
bills without interfering in hospital operation.

The proposal would not limit the patient's freedom of choice
of doctor or hospital but, on the contrary, would remove economic
barriers that can restrict the exercise of that freedom.

THE SPECIFICATIONS OF THE PLAN

On February 9, 196l, the President sent to the Congress a

Special Message on Health and Hospital Care which contained a

proposal to provide persons aged 65 and over with health insurance

protection through the 0A3DI program and the railroad retirement
system. Two bills (H.R. ^222, King, California, and S. 909; Anderson,

New Mexico) to carry out the President's recommendation were subsequently

introduced on behalf of the Administration, y

1/ Cosponsors of S. 909 are Senators Douglas (Illinois), Hartke (Indiana),

McCarthy (Minnesota), Humphrey (Minnesota), Jackson (Washington),
Long (Hawaii), Randolph (West Virginia), Engle (California), Magnuson
(Washington), Pell (Rhode Island), Burdick (North Dakota),
Mrs. Neuberger (Oregon), Morse (Oregon), Long (Missouri), Moss (Utah),

and Pastore (Rhode Island). Eight bills identical to H.R. i+222 have
been sponsored by Congressmen Dingell (Michigan), Karsten (Missouri),
Machrowicz (Michigan), Green (Pennsylvania), Ullman (Oregon), McFall
(California), Pucinski (Illinois), O'Neill (Massachusetts), and
Santangelo (New York). Twelve additional bills which would use the

old-age and survivors insurance approach have been introduced in the
Congress.
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ELIGIBILITY

Under the Administration plan, health insurance protection
would be provided under the OASDI program for all persons who are
aged 65 and over and entitled to monthly old-age or survivors insurance
"benefits. The same health insurance protection as that provided for
old-age and survivors insurance benericiaries would be provided at
age 65 for persons entitled to an annuity under the Railroad Retirement
Act. Under the proposal, an individual would be eligible for health
insurance protection at age 65 even though his monthly cash benefits
are being withheld because of earnings from work.

Part I of this report spells out in detail the fact that after
age 65 serious illness is more frequent, health care costs are higher,
and income is lower, Furthermore, age 65 is generally the point at
which persons begin experiencing the greatest difficulty in obtaining
adequate health insurance.

Since eligibility for health insurance benefits would be
based on entitlement to old-age and survivors insurance or railroad
retirement benefits as well as age, persons who have not worked in
covered employment and self-employment long enough to be insured
would not qualify. In I963, the first full calendar year in which
the proposed program would be in effect, the total population aged 65
and over is expected to be about 17 3/h million. Of these, Ik l/h million-
about 80 percent of the aged—would be eligible for benefits under the
proposed legislation as a result of their entitlement to old-age and
survivors insurance benefits (13 3/^ million) or to an annuity under
the Railroad Retirement Act (l/2 million). Furthermore, a high pro-
portion of those aged persons who could not qualify for health insurance
benefits will be recipients under other public programs which provide
help in meeting the costs of health care. One-quarter million aged
persons will be beneficiaries under Federal Government staff retirement
systems and will be eligible for health benefits under special plans.
More than half of the remaining 3 l/^ million aged would be eligible
for care in Veterans Administration hospitals or for such payment of
medical costs as the public assistance programs provide. Others will
be receiving care in State and local mental or tuberculosis hospitals
and in other public institutions.
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IN 1963, 14-1/4 OUT OF THE APPROXIMATELY 17-3/4 MILLION AGED

WOULD HAVE HEALTH INSURANCE UNDER THE PROPOSAL

With about nine out of ten persons in paid employment covered
by OASDI since the mid-1950 's, the percentage of persons protected at
retirement age will increase as the program grows to maturity. The
percentage of the people in the aged population who would have health
insurance protection will be 80 percent in 19^3 and will eventually
reach 95 percent.

This pattern of immediate protection for those who had worked
under the program in the past, with growth in the proportion protected
in the future until ultimately practically all are protected, is the

tradition that has been followed from the beginning of the program.
When cash benefits for the aged were first payable in 19^0, benefits
were made immediately available for those who, though already old, had
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demonstrated attachment to covered work after the program started in
1937* When disability insurance benefits were first paid in 1957 to
people aged 50 and over, those already disabled who were between the ages
of 50 and 6k and who previously had worked substantial periods in covered
employment and self-employment were made eligible for benefits. In this
way the work-related character of the benefits was established and
maintained while at the same time the provisions were given immediate
effect to the extent that it seemed practical to do so within the frame-
work of a work-related program. At the same time, both at the very
beginning of the program and with its extension to the additional risk
of disability, public assistance programs have been relied on to meet
the needs of those who had not earned eligibility under social insurance.
Under the Administration plan, this pattern would be followed.

SCOPE OF PROTECTION

The Administration plan would provide payments for inpatient
hospital services, follow-up skilled nursing home services, certain

organized home health care services and hospital outpatient diagnostic

services. The chart on the next page lists the specific kinds of health
care for which payments could be made and those which would not be

covered.

Under the plan, health insurance payments would generally cover
any hospital services and supplies of the kind ordinarily furnished by
the hospital and which are necessary in the care and treatment of its
patients. Thus, as hospitals acquire new plant and equipment, adopt
new health practices and improve their services and techniques, the
additional operating costs resulting from such changes would be included
in the proportionate share of hospital costs that would be covered under
the present proposal.

Inpatient hospital services are appropriate for coverage under
the proposed health insurance program because of the great financial
strain placed on persons who must go to the hospital. Medical expenses
for aged persons who are hospitalized are about five times greater than
the medical bills of aged people who are not hospitalized. Also, of
course, hospitalization is a common occurrence among the aged. It is
estimated that nine out of every tan persons who reach age 65 will be
hospitalized at least once before they die; two out of three will be
hospitalized two or more times. As Part I of this report shows, hospital
costs contribute greatly to the size of the inordinately high health
bills the aged hospital patient must face.

The Administration plan would provide payments for skilled nursing
home care in cases where a hospital inpatient is transferred to a skilled
nursing home to receive skilled nursing care needed in connection with
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a condition for which he was hospitalized. The requirement that the
nursing home patient have been transferred from a hospital would tend
to restrict nursing home benefits to persons who are in the post-acute
stage of an illness which nevertheless requires skilled, although less
intensive, care than that provided by hospitals. In addition to the
kinds of services specifically listed in the bill, payment could also
be made for such other services as are generally provided by skilled
nursing facilities.

Health insurance payments would be made for visiting nurse
services and for other related home health services only when furnished
by a public or nonprofit agency in accordance with a plan for the
patient's care that is established and periodically reviewed by a phy-
sician. Since the nature and extent of the care a patient would receive
would be planned by a physician, medical supervision and control over
the utilization of home health services would be assured.

In the case of outpatient hospital diagnostic services, payment
could generally be made for tests and related services which are

customarily furnished by a hospital to its outpatients for the purpose
of diagnostic study.

The Administration plan provides payments for the specified
combination of services in order to promote the economical use of

hospital inpatient services. In doing so, the proposed legislation
would support the efforts of the health professions to use hospital
beds for the care of the acutely ill who need the intensive care that
only a hospital can furnish. For example, the availability of pro-
tection 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 protection would also give support to preventive
medicine by meeting part of the costs of procedures that are essential
in the early detection of disease. Similarly, the availability of
health insurance payments for skilled nursing home care and home health
services would encourage the use of these less expensive services rather
than hospital care where the alternatives are medically appropriate.

While the plan would by no means provide protection against all
of a beneficiary's health costs, it can be expected that once what
might be described as the basic health insurance needs are met under
OASDI, many beneficiaries could afford to make their coverage more
nearly complete by purchasing supplemental protection (against the
costs of physicians' services, drugs, etc.) from nonprofit and commercial
insurance carriers.
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INCLUDED AND EXCLUDED SERVICES

Under the Administration plan, payment for health services
would be limited to those which are essential elements of services
provided by hospitals. Since the primary purpose of the proposal
is to provide health insurance protection against hospital expenses,
and a major reason for the coverage of other services is to provide
economical substitutes for hospitalization, the proposed legislation
is framed to permit payment for skilled nursing home, home health,
or outpatient diagnostic services only to the extent that they could
be paid for if furnished to a hospital inpatient. Thus the outer
limits on what the proposed program would pay for are set by the
general scope of inpatient hospital services for which payment could
be made. Generally, services covered outside the hospital are more
limited than those in the hospital. Following is a description of
the various health services for which payment would be made under
the proposal:

Room and Board

Payments would be made for room and board in hospital and
skilled nursing home accommodations. Generally speaking, accomodations
for which payment would be made would consist of rooms containing from
two to four beds. Payments could also be made for more expensive
accommodations where their use is medically required. Where private
accommodations are furnished at the patient's request, health insurance
benefits would cover the semiprivate room rate and the hospital would
bill the patient for the difference between the private and the

semiprivate rate.

Nursing Services

Payments would cover all hospital nursing costs, but not private
duty nursing. The nursing services provided by hospitals and skilled
nursing homes which would participate in the program should almost
always adequately meet the nursing needs of their patients.

Payments for home health services would only cover part-time
or intermittent nursing care such as that provided by visiting nurses.
Where more or less continuing skilled nursing care is needed, an
institutional setting is more economical and generally more suitable.

Physicians' Services

The cost of a physician's services would not be paid for under

the proposal except for the services of hospital interns and residents-

in-training, and for the professional component of ancillary hospital

services described below under "Other Health Services."
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The Administration plan would cover the cost of the services
that interns and residents furnish while they are participants in

teaching programs that are approved by the American Medical Association's
Council on Medical Education and Hospitals (or any equivalent organization
This policy is in agreement with the generally accepted principle of
hospital payment that third parties should contribute a fair share toward
the hospital costs--in large part consisting of educational costs --of
interns and residents.

Drugs

Under the proposal, payment could be made for drugs furnished
to hospital and skilled nursing home patients for their use while
inpatients. The Administration plan follows the practice of most Blue
Cross plans and other insurers by providing payment for drugs which are
listed in the United States Fharmacopoeia, National Formulary, and New
and Non-Official Drugs. A hospital's drugs must meet the standards
established by these drug listings in order for the hospital to be
accredited by the Joint Commission on Accreditation.

The drugs prescribed for a patient as part of his home health
car-e would not be paid for by health insurance benefits. The decision
to exclude the cost of drugs from home health service payments is part
of the more basic decision not to provide coverage of drug and other
outpatient therapeutic costs under the program. Also, the coverage of
all drugs would add greatly to the cost of the program and would present
exceedingly difficult problems in preventing abuses. The payment for
drugs for home health patients only might have the effect of providing
drug payments for the aged generally and expose physicians to demands
that they prescribe home health services for patients needing expensive
drugs

.

Supplies and Appliances

Under the proposal, payment would be made for supplies and
appliances which are provided as part of the treatment provided in
connection with covered health services. For example, the cost of
the use of a wheelchair, crutches or prosthetic appliances could be
paid for as part of hospital, nursing home or home health services but
payments would not be provided for the patient's use of these items
upon discharge from the institution or upon completion of the home
health plan.

Medical Social Services

Health insurance payments would cover the cost of the medical

social services customarily furnished in a hospital, as well as such

services in a nursing home, or as part of a home health plan.
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Other Health Services

Payment would be made for the various ancillary services customarily
furnished as a part of hospital care, including various laboratory
services and X-ray services and use of hospital equipment and personnel.

Among the covered services also would be physical, occupational, and
speech therapy. While these services are rendered in large part by
laymen, payments for ancillary services would include the costs of
services rendered by physicians in four specialty fields—anesthesiology ,

radiology, pathology and physiatry (physical medicine)—where the
physician furnishes his services to an inpatient as an employee of the
hospital or where he furnishes them under an arrangement with the
hospital which governs the provisions of the services.

All hospitals must have at least minimal laboratory and X-ray
services readily available, and the larger hospitals generally provide
a wide range of services. The head of each of these departments is

a physician, and except in some very small hospitals is ordinarily a

specialist in the appropriate field. The pathologist or radiologist
assumes over-all responsibility, performs personally some of the most
difficult procedures and makes needed medical interpretations, but the
greater volume of the work is done by nonmedical personnel who typically
are salaried employees of the hospital. Arrangements between the
hospitals and the specialists who head the departments vary widely.
Sometimes the specialist is on salary from the hospital; more frequently,
the hospital and the specialist have agreed on a percentage division of
gross or net receipts for the services, with the hospital hiring and
paying the nonmedical personnel, and the parties dividing in various
ways the responsibility for equipment, supplies and other items. In
some instances the specialist may operate the department as a concession,
hiring and paying his lay assistants, with the hospital's percentage of
gross or net representing little more than rental. Sometimes a firm
of radiologists or pathologists assumes the responsibility of service
to a hospital, the members of the firm rotating among several hospitals
or between a hospital and a private clinic or office. Under all these
percentage arrangements the charges to the patients are usually fixed
by agreement between the hospital and the specialist. The billing is
ordinarily done by the hospital; under percentage arrangements the
hospital sometimes bills in the name of the specialist.

The Administration proposal provides for reimbursing hospitals
for X-ray and laboratory services to inpatient beneficiaries and for
diagnostic tests furnished to outpatient beneficiaries, whether these
services are furnished directly by the hospital or under arrangements
made by the hospital. This provision is intended to make available,
and to pay the hospital for, the same radiology and pathology services
that are regularly furnished to all other patients (under whatever the
local arrangement may be) in the particular hospital, provided that the
billing and collection are handled by the hospital.
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The administration of anesthesia is carried out in part by
anesthesiologists, in part by other physicians, and in part by nurse
anesthetists who are hospital employees and who act under the supervision
of the operating surgeons. Anesthesiology as a medical specialty is a
recent development, and arrangements for providing the service vary
widely. Many accredited hospitals, however, and some others assume
responsibility for the availability of anesthesia service at all times,
discharging this responsibility through an anesthesia department headed
by one or more anesthesiologists who are either on salary or under
contractual arrangements with the hospitals. The Administration proposal
would provide payment for the services of nurse anesthetists, and also
of those anesthesiologists who have assumed the responsibility for
hospital service and who have agreed that the hospitals should bill,
or collect the bills, for their services.

Riysiatry services, unlike radiology, pathology and anesthesia
services, are available in only a limited number of hospitals—generally,
those that have undertaken to provide an organized program of rehabili-
tation. Where such a program exists the physiatrist is ordinarily
either on salary or under contract with the hospital, and heads a
department of physical medicine in s#faica launch of the service is rendered
by lay technicians. Thus, in the typical situation where billing is
handled by the hospital, the Administration proposal would cover the
complete service, both professional and nonprofessional, rendered by
such a department.

Id addition, health services 9 including physical therapy

^

furnished by a skilled nursing home would be covered if they are of a
type generally provided by such homes. Payment for home health
services which are not specifically covered or excluded could, only
be made if specifically permitted by regulations prescribed by the
Secretary of Health, Education, and Welfare.
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LIMITATIONS ON PAYMENT

As the chart on the next page shows, the Administration's
plan would place a number of limitations on the payment of health
insurance benefits, primarily because of considerations of cost and
priorities of need.

Duration of Benefits

The maximum number of days of inpatient hospital care for which
payment could be made--90 days per benefit period- -would cover the

entire hospital stay of 95 percent or more of aged beneficiaries.
Since some persons need an extended period of skilled nursing care
after a period of the more intensive hospital treatment, a maximum
of 180 days of skj.13.ed nursing home care is provided for each spell
of illness. The proposal also places an over-all limitation of
"150 units" on the duration of services covered during a benefit
period: one "unit" is equal to a day of inpatient hospital services
or two days of inpatient nursing home services. This "two-for-one"
provision is designed to provide an incentive to use nursing home
facilities rather than hospitals where medically appropriate. If
the transfer from a hospital to a nursing home is as early as

possible (and before he has used or received 90 days of hospital
care), the patient would, of course, be eligible for hospital
treatment (within the limits for a benefit period) while an
inpatient in the nursing home or after his discharge.

The deductible provision and the other limitations on inpatient
hospital and skilled nursing home payments are applied on a "benefit
period" basis. In general, the "benefit period" would coincide with
the beneficiary's episode of illness; that is, it would begin with
the first day in which the patient receives inpatient hospital
services for which health insurance payments could be made and would
end after the close of a 90-day period during which he was neither an

inpatient in a hospital nor a skilled nursing home. Blue Cross plans
and commercial insurers generally relate their "benefit period" to
an episode of illness in this manner.

Unlike the institutionalized patient, people receiving home
health services do not receive health care on a full-time basis.
Home health services involve periodic visits to the patient's home
by therapist J , nurses, and other professional personnel. The limi-
tations placed on the payment of home health benefits is written in
terms of "visits" rather than "days" so that the amount of home health
service which is covered would be unaffected by whether a variety of
services is offered on the same day or different days.

Under the proposal, as many as 2k0 home health visits could
be paid for in a calendar year. The larger amount of service which
may be covered is related to the fact that home health services are
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far lower in cost than is hospital and nursing home care. The over-
all limitation of 150 units does not apply to home health services
because that limit has no significant effect on the cost of those

services and because of the difficulty beneficiaries would have in
understanding how the over-all limitation applied to three kinds of
health care in combination.

Deductible

Under the proposal, health insurance payments for inpatient
hospital services would be subject to a deductible amount of $10 a

day for each of the first nine days of a person's stay in a benefit
period, with a minimum deductible amount of $20. The inclusion of
a deductible provision in the proposal, which would apply only to

inpatient and outpatient hospital services, results in a substantial
reduction (about 0.2 percent of payroll) in benefit costs, thus making
it possible to provide greater protection against the cost of
catastrophic illness and a broader range of benefits. It is expected
that most aged beneficiaries would be able to budget for, or have
modest resources available to meet these small "first dollar" costs
to which the deductibles apply. There is also a point of view which
holds that the deductible might tend to discourage unnecessary
hospital utilization.

A deductible amount of $20 is also applied against health
insurance payments for outpatient diagnostic studies—primarily to
reduce costs and to avoid processing a large volume of small claims.
Thus the program provides protection against the cost of the more
expensive procedures—not only the single expensive test but the
series of tests whose costs add up to large amounts. Since the
deductible amount applicable to outpatient diagnostic services is
equal to the minimum deductible on inpatient care, there would be
no financial incentive to use the hospital's more expensive inpatient
facilities in cases where the required diagnostic study could be
performed on an outpatient basis.

CONDITIONS FOR PARTICIPATION FOR PROVIDERS OF HEALTH SERVICES

One of the keys to determining the nature of the health
services which would be paid for under the proposal is the type
of institution which may participate in the health insurance
program. Therefore, the question as to what, for purposes of
the proposed program, is a hospital, a skilled nursing facility,
or a home health agency is of considerable significance. There
are no universally accepted definitions of the various health
facilities. The type of institution providing health services
on which there is closest agreement on definition is, of course,
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the hospital. Even in the case of hospitals there is considerable
variance in definition. For example , where the States count 8,000
institutions as meeting their various definitions of hospital, the
American Hospital Association counts only 6,000 institutions as

meeting the definition it applies. The definition of a health
institution includes within it elements related to the quality
and adequacy of the services which the institution provides. For
example, one of the conditions an institution must meet to satisfy
the American Hospital Association requirements for listing as a
hospital --the same condition would have to be met before an
institution could participate under the program—is provision of
2k-hour nursing service rendered or supervised by registered
professional nurses. This is one of the characteristics that
differentiates a hospital from other institutions; in addition,
of course, an institution which does not meet this condition
cannot offer adequate services as a hospital.

The Administration bill therefore lists the conditions that

an institution must meet in order to participate in the program.

These conditions offer some assurance that participating institu-
tions have the facilities necessary for the provision of adequate
care. Also, the inclusion of these conditions is a precautionary
measure designed to prevent the program from having the effect of
undercutting the efforts of the various professional accrediting
organizations sponsored by the medical and hospital professions,
Blue Cross plans, and State agencies to improve the quality of care
in hospitals and nursing homes. To provide payments to institutions
for services of quality lower than are now generally acceptable
might provide an incentive to create low quality institutions as

well as an inducement for existing facilities to strive less hard
to meet the requirements of other programs.

Under the bill, the Secretary would have authority to
prescribe, in the case of any one type, or in the case of all types
of participating providers of services, conditions in addition to
those specifically listed where such additional conditions are
found to be necessary in the interest of the health and safety of
beneficiaries. This authority is proposed to be given to the
Secretary because it would be inappropriate and unnecessary to
include in a Federal law all of the precautions against fire
hazards, contagion, etc., which should be required of institutions
to make them safe. According to reports of State agencies, about
10 percent of the hospital beds and about ho percent of the skilled
nursing home beds are unacceptable because of "fire and health
hazards." Payment for services in such institutions could seriously
undermine the efforts of State health departments and professional
groups to eliminate dangerous conditions in health care institutions.
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The conditions could also be varied for different areas and
classes of institutions and could, at the request of a State, be
higher for institutions in that State than for those in other States.
There would be uniform national minimum requirements. But in addition,
in States where requirements are higher than the prescribed minimum,
the program would at the request of a State follow the higher State
requirements. If a State decided, for example, that all nursing homes
within its jurisdiction should provide high health and safety standards
and requested that the requirements under the program with respect to
institutions within its boundaries conform to this level, the Secretary
could cooperate to the full extent of his authority. This flexibility
in the Federal program would give further support to the various States
in their efforts to improve conditions in institutions. Furthermore,
the States would apply either uniform requirements or the higher ones
which they might recommend. In this way, the States would not only
be responsible for areas of the program in which local conditions must
be taken into account but also would have opportunity to coordinate
their present efforts in the broad field of health care with their
functions under the proposal.

The conditions in the Administration bill are framed so that

medically supervised rehabilitation facilities can qualify as

providers of services. Some rehabilitation facilities are for all

intents and purposes hospitals, and in fact some are licensed as

hospitals. Others are more like skilled nursing homes in the extent
of their medical supervision, staffing, and scope of service. An
institution of either type, which conducts a program of rehabilitating
disabled people, could participate in the program by meeting the

conditions specified in the bill for hospitals or nursing homes.

Under the bill, institutions providing care primarily for

mental or tuberculosis patients are excluded from participation.

The primary reason for this exclusion is that these institutions

are, for the most part > supported by public funds. A similar
exclusion exists in most other prepayment health insurance programs
and in the program of medical assistance for the aged enacted last
year.

Conditions for Hospitals

In addition to the health and safety requirements to be

established by the Secretary, an institution, to meet the definition
of a hospital, must (a) be primarily engaged in providing diagnostic
and therapeutic services or rehabilitation services, (b) maintain adequate
medical records, (c) have by-laws in effect for its medical staff,
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(d) provide 2U-hour nursing service rendered or supervised by-

registered professional nurses, (e) have a hospital utilization
committee or meet alternative requirements to be provided in
regulations, and (f ) be licensed under the applicable local law.

These specified conditions provide a basic definition of a
hospital and embody minimum requirements of safety, sanitation,
and quality. As such, they are fully in accord with the established
principles and objectives of professional hospital organizations.
The requirement that there be by-laws for an organized medical staffs-
included at the specific suggestion of representatives of the
American Hospital Association— is intended to assure that the
hospital's staff of physicians be organized in a manner usual in

most hospitals and required for accredited hospitals. Such a

requirement will encourage the fullest contribution by medical
staff to the operation of the hospital and to the quality of medical
services by the individual staff members. One of the responsibilities
which the health insurance proposal would place upon the medical
staff, through the requirement that the hospital have a utilization
committee, would be to consider the appropriateness of the utiliza-
tion of hospital services.

The hospital utilization committee would review the

admissions of patients to the hospital, the durations of stay
therein and the medical services furnished to the patients.

Provision for such a committee, as a self-governing unit of a

hospital, has been recommended in many studies of health insurance

in the United States. It is better, as is provided under the plan,

to take precautions against over-utilization of services through
self-screening and evaluation of practices by the professional staff
of the hospital than through investigations by outside organizations.
The idea of a utilization committee originated with hospitals and
has received widespread recognition as a promising technique for
encouraging the most efficient use of hospital services. It has

been urged upon hospitals by State insurance commissioners, advocated
by private study groups in New York and Indiana, and recommended by
a State medical society which has actively participated in the
formulation of such committees in hospitals within its State.

Conditions for Nursing Homes

To meet the definition of a "skilled nursing facility" an
institution (or a distinct part of an institution) must (a)
primarily provide skilled nursing care for patients requiring planned
medical or nursing care, or rehabilitation services, (b) have
medical policies established by a professional group (including
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physicians) with a requirement that each patient be under a

physician's care, (c) be under a physician's or registered
professional nurse's supervision, (d) maintain adequate medical
records, (e) provide 2k-hour nursing service, (f) operate under
a nursing facility utilization plan, and (g) be licensed under
applicable local law. Nursing facilities must also meet such
conditions essential to health and safety as may be prescribed
by the Secretary. Some nursing homes are not engaged primarily
in the furnishing of skilled nursing care for patients who require
planned medical or nursing care. However, if a nursing or
infirmary section were a "distinct" part of such a home and were
primarily engaged in providing skilled nursing care, and met the
other conditions for participation, this section of the home would
be treated as a "skilled nursing facility."

As in the case of hospitals, these conditions describe the
essential elements necessary for an institutional setting in which
adequate skilled nursing services are provided. Generally institu-
tions which provide skilled nursing services to patients who require
continuing planned nursing care would be able to meet these conditions.
While many existing nursing homes could not meet these conditions
because they generally provide, exclusively or primarily, domiciliary
or custodial care and not skilled nursing care, the provisions of
the bill would encourage such homes to take the necessary steps to
qualify.

Like the hospital utilization committee, a nursing facility
utilization plan, required under the Administration's bill, is one
which provides for review of need for admission, length of stay,
and services furnished. The plan may be developed by the facility
itself, or it may be developed through consultation between the
facility or a group of such facilities, community agencies and the
appropriate State agency. For example, a nursing home affiliated with
a hospital might use the hospital's utilization committee to evaluate
the nursing home's practices, or it might use a community-based
utilization plan developed by a State health department for skilled
nursing facilities. The nursing facility utilization plan would
have to be approved by the public health authorities of the State in
which the facility is located, but the Secretary could provide this
approval if the State does not accept the responsibility. This
approval procedure is required in the case of nursing homes because
usually they do not have professional medical staffs which can take
full responsibility for such activities. In many nursing homes full
direction of operation is in the hands of the owner -operator who may
not be professionally qualified.
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The requirement that a nursing facility have a utilization
plan would, as in the case of hospitals, help to safeguard against
the unnecessary use of covered services. The additional require-
ment that payment cannot be made for nursing home services unless
the patient is transferred from a hospital would, of course,
provide an added safeguard.

Conditions for Home Health Agencies

To meet the definition of a home health agency an organization
must (a) be a public agency or nonprofit organization exempt from
Federal taxation under Section 501 of the Internal Revenue Code of

195^> (b) be primarily engaged in providing skilled nursing or other
therapeutic services, (c) have medical policies established by a

professional group (including physicians), (d) maintain adequate
medical records, and (e) be licensed under applicable local law. As
in the case of hospitals and nursing homes, home health agencies
would also have to meet any further conditions that the Secretary
may find necessary in the interest of the health and safety of the
patients

.

The conditions for home health agencies are designed
primarily to provide assurance that agencies participating in the
program are basically suppliers of health services. The plan would
cover agencies specifically established to provide a wide range of
organized home health services. The provision of services under
such agencies is now only in the initial stage of development.
The services covered are based on the practices of the pioneer
agencies now in existence. These agencies, while few and generally
of recent origin, have established excellent records of operation
so that it seems appropriate to expect that new providers of these
services will adopt the pattern of organization found successful
thus far. Home health service agencies which may participate
include in addition approximately 1,000 agencies which now provide
a more limited range of home health services, which include nursing
or therapeutic services. These home health service agencies primarily
provide visiting nurse services. More than half of the cities of
25,000 or more population have such care available at the present time.
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PAYMENT TO PROVIDERS

Under the bill, payments to providers of service would be
made on the basis of the reasonable cost of services furnished.
The bill authorizes the Secretary to develop a method or methods
of determining costs and to provide for payment on a per diem,
per unit, per capita, or other basis, as most appropriate under the
circumstances. In the case of hospital services, the principles
for reimbursing hospitals developed by the American Hospital
Association provide a basis for determining how costs would be
computed. However siree the elements of cost are, to some extent,
different for different types of providers of health services, a
number of alternative methods of computing costs are permitted so

that variations in practices may be taken into account. In
computing reimbursement on a "reasonable cost" basis, the program
would be following practices already well established and accepted
by hospitals in their dealings with other Federal programs.

If a person gets services at his own request for which full
payment cannot be made because the services are more expensive than
those usually offered to other patients, the person would bear the
additional cost involved. The purpose of this limitation is to
exclude payment for luxury items.

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 its

exclusion 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 provide
assurance that Federal hospitals would not be used to furnish
care under the program as well as to avoid payment for services
which are furnished under other Government programs to veterans,
military personnel, etc.

Payment could be made to nonparticipating hospitals for
emergency inpatient hospital services if the hospital agrees, with
respect to the emergency services for which payment is provided,
not to make any charges to the beneficiary for these services.

AGREEMENTS BY PROVIDERS

Any eligible provider may participate in the proposed program
if it files an agreement not to charge any beneficiary for covered
services and to make adequate provision for refund of erroneous
charges. Of course, a provider could bill a beneficiary for the
amount of the deductible, and for the portion of the charge for
expensive accommodations or services supplied at the patient's
request and not paid for under the proposal.
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An agreement may be terminated by either the provider of
service or the Secretary. The Secretary may terminate an agreement
only if the provider (a) does not comply vith the provisions of law
or the agreement, (b) is no longer eligible to participate, or

(c) fails to provide data to determine benefit eligibility or costs
of services, or refuses access to records for verification.

A provider may be represented by an agent in negotiations

with the Federal Government about the terms of participation. In

developing this provision it was contemplated that providers of
service might wish to use their associations-- for example, Blue
Cross or hospital associations—for this purpose.

STATES, PRIVATE ORGANIZATIONS AND HEALTH INSURANCE
BENEFITS ADVISORY COUNCIL

The bill provides for considerable participation by
professional experts outside the Federal Government in establishing
administrative policy and in carrying out some of the administrative
steps, where this is appropriate. The bill provides for an Advisory
Council consisting of a chairman and 13 members appointed by the
Secretary who are not otherwise employees of the Federal Government.
The Advisory Council would advise the Secretary on matters of
general policy in connection with administration of the plan. To
assure representation of the health professions, four or more
members of the Advisory Council would be persons outstanding in
hospital or other health activities.

The bill also provides for use, by the Secretary, of State

agencies to perform the important administrative function of deter-
mining which providers of services are eligible to participate in
the program and to render consultative services to the providers
to assist them in becoming eligible to participate. As indicated
previously, the proposal also authorizes providers to use private
organizations as agents to represent them in their dealings
with the Government. More detailed discussion of the functions
that these various State and private organizations would perform
is included in a following section of this report.

FEDERAL SOCIAL INSURANCE TRUST FUND

The bill creates a Federal Social Insurance Trust Fund under
title II of the Social Security Act, and establishes three accounts
in the new trust fund— an OASI account, disability insurance account,
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and a health insurance account. Thus, the financing of the social

security program would be carried on through one fund with three

separate accounts rather than two funds, as now, plus a provision

for health insurance. Each account will be credited with its

portion of the taxes collected and will be charged with the costs

of the benefits payable from the account. Through this modified

provision, all the safety involved in separation of the cost and

income experience of the three parts of the program would be

preserved but at the same time the funds could be invested— all

in Government bonds—in combination.

RAILROAD RETIREMENT COORDINATION

Under the bill, beneficiaries of the railroad retirement

system would be entitled to the same health insurance benefits as

beneficiaries under the old-age and survivors insurance program. At

age 65, annuitants and pensioners (and certain dependents of railroad

workers who are not beneficiaries under the railroad program but who

would be beneficiaries under the OASDI program if the worker's employ-

ment had been covered under the OASDI program instead of under the

railroad program) would be eligible for health insurance benefits.

The bill provides a slightly different definition of providers

of services to whom payment may be made in the case of the railroad

retirement provisions from those for old-age and survivors insurance
beneficiaries. In the case of old-age and survivors insurance
beneficiaries services provided outside the United States would not
be covered but for railroad retirement annuitants payments would be
permitted for the costs of services furnished in Canadian hospitals.
This provision takes into account the fact that some employment in
Canada (in connection with railroads that have operations on both
sides of the border) is covered under the Railroad Retirement Act.
The other difference in railroad retirement cases is that services
provided to railroad retirement annuitants by railroad hospitals
having an agreement with the Railroad Retirement Board would be
covered even though these hospitals might not have an agreement with
the Secretary of Health, Education, and Welfare.

The bill prohibits duplication of payments for health services
in cases where an eligible individual is covered under both the rail-
road retirement and OASDI programs; that is, one or the other program
would make payment, but not both.

As part of the present coordination of the railroad retirement
and OASDI programs, the Railroad Retirement Act provides for cost
adjustments to place the social security trust funds in the position
they would have been in if railroad employment had been covered under
OASDI since 1937. The OASDI system in effect receives from the
railroad retirement system the OASDI contributions with respect to
railroad services and pays the additional OASDI benefits resulting
from such service.
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These same financial arrangements would apply to health insurance
benefits. The railroad contributions for health insurance benefits
would be transferred to the Federal Social Insurance Trust Fund.

In some cases, payment of these benefits would be made directly by
the OASDI system. In cases where the Railroad Retirement Board
made payment of health insurance benefits, there would be a transfer
from the Federal Social Insurance Trust Fund to the Railroad Retirement
Account equal to the amount of the benefits. However, these arrange-
ments would not apply to health insurance benefits provided in Canadian
hospitals. The cost of such benefits would be borne by the Railroad
Retirement Account.

THE COST AND FINANCING OF THE PLAN

In order to provide the same assurance as for other elements
of the OASDI program that contributions provided for will meet the
benefit costs, careful study has been given to estimating the costs
of the proposed health insurance benefits.

The kind of extensive operating experience derived from the
OASDI portion of the program is, of course, not available in the case
of health insurance. Also, it is recognized that there is the
possibility of variation in costs of health benefits as medical
practices change in the future. The approach taken in estimating
the costs of health benefits allows for the possibility of future
changes which will result in considerably increased use of hospital
and auxiliary facilities above that of the present aged population.

When the Administration bill was introduced in February 1961
the long-term level-premium cost had been estimated at O.60 percent
of payroll. The estimated cost of the program would have been met by
the proposed increase in the tax rate of l/k of one percent each for
employers and employees and by 3/8 of one percent for self-employed
persons, effective in 1963* together with the net gain to the system
resulting from the proposed increase in the taxable earnings base
from $4,800 to $5,000 a year.

Since the introduction of the bill there has been opportunity
to do a full re-evaluation of the cost estimates. The original
estimates of the short-run costs generally and of the short-run as
well as long-run cost of the hospital services for which payment would
be made have been confirmed. Previous long-term estimates have been
slightly revised as a result of a re-examination. The estimates for
nursing home and home health services allow for a substantial increase
in the use of these services that would be covered under the bill. A
change of this magnitude may not occur but sufficient funds will be
available to make payment for increased use of the services, if this
change does occur, without further increases in the contribution rate.
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Since the major cost of the proposal Involve s payment for hospital
services, generally the revision is not of large magnitude. Fur-
thermore, the upward revisions of nursing home and home health
service costs are partially offset "by a reduction in hospital utili-
zation as the use of other services increases and "by a slight reduction
in costs associated with outpatient diagnostic services. The cur-
rent estimates take into account the enactment of the Social Security
Amendments of I96I which make about 100,000 persons aged 65 and over
eligible for benefits in I962 as a result of the liberalization of the
insured status requirements. This change has a slight effect on the
short-term estimates, but no change on the long-term estimates because
it will not affect significantly the size of the beneficiary rolls
over the long run.

Shown below are the original and revised estimates of the
level-premium costs on an intermediate cost basis of the various types
of benefits (plus administrative expenses):

Original Revised
Type of benefit estimate estimate

Hospitallzation • 52$
Skilled nursing home .01 .08

Home health .01 .05
Outpatient hospital diagnostic .02 .01

Total .60 .66

The outgo for benefit payments and accompanying administrative
expenses in the first 12 months of operation for each of the four types
of benefits, taking into account the actual price and earnings-level
situation (rather than the long-range assumptions in these respects),
is shown in the following table for the revised cost estimates:

Amount Percent c

Type of benefit (millions) payroll

Ho spitalization $1,015 Mio
Skilled nursing home 25 .01

Home health 10 .004

Outpatient hospital diagnostic 10 .00h

Total $1,060 *6#

As shown above, with a $5,000 earnings base, the cost of the
health benefits is estimated at 0.66 percent of taxable payroll. Of
this cost, .10 percent would be met by the net additional revenue to
the entire system resulting from the increase in the earnings base
from $4,800 to $5,000; the remaining cost of .56 percent would be

only partially met by the increase of 0.5 percent in the contribution
rate, leaving a deficit of 0.06 percent.
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If the earnings base is increased to $5,200, the cost of ^he

health benefits in terms of dollars is unchanged, but in relation to

the larger taxable payroll it is decreased—from .66 percent to .65

percent. Of this .65 percent cost, .16 is met by the net additional
revenue to the entire system resulting from the increase in the base
from $4,800 to $5,200; the remaining cost of .49 percent is met fully
by the 1/2 percent contribution rate increase (with .01 percent left
over)

.

The figures below show the estimated progress of the Health
Insurance Account by calendar years, according to the intermediate- cost
estimate, into the long-range future. The cost of the health insurance
proposal under the revised estimates could be fully financed by
increasing the earnings base to $5,200, rather than $5,000 as in H.R.-

4-222, and retaining the same increase in contribution rate as provided
for in the bill. It will be noted that even under the financing
provisions in the original proposal and under the revised cost estimates
the health insurance account would not be exhausted for almost 60 years—
until the year 2017

•

Estimated progress of Health Insurance Account under H.R. 4222

Revised intermediate cost estimate
(in millions)

Calendar
year

Contributions
allocated 1/

Benefit payments and
administrative expenses

Interest on
account 2/

Account at

end of year

1962 $ 180 $ 152 $ 28
1963 1,150 1,062 $ 2 118
1964 1,365 1,098 8 393
1965 1,395 1,134 17 671

1970 1,548 1,361 61 1,974
1975 1,677 1,557 89 3,102
1980 1,805 1,803 113 3,872
1990 2,096 2,308 117

,

3,898
2000 2,436 2,640 77 2,515 3/

l/ Based on allocations of O.60 percent of payroll derived from an
increase in contributions of 0.5 percent of payroll and the net
additional revenue from an increase in the earnings base to $5,000.

2/ Based on varying interest rate estimated to be earned by OASDI
trust funds, ultimately leveling off at 3»02 percent on total
assets (3*10 percent on invested assets).

3/ Fund exhausted in year 2017.

A full statement of the assumptions and methods used in estimating
the cost of the Administration's proposal is included in "Actuarial Cost
Estimates for Health Insurance Bill, " Actuarial Study No. 52 .
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PROPOSED PLAN OF ADMINISTRATION

Basically, the benefits provided "by the Administration
health insurance proposal are service benefits to be secured by
the individual from a provider of his choice and paid for through
a third party payment mechanism. The essential pattern for
administering such benefits is well established through a variety
of third party payment programs—private, nonprofit, and governmental.
The procedures that are required flow quite naturally from the basic
relationships established—i.e., eligible individuals are provided with
identification, qualified providers who wish to participate are identified,
an agreed-upon basis of reimbursement is arrived at to cover the cost of
services, and records of utilization are kept.

This section describes a proposed plan for carrying out the
various functions involved in the health insurance proposal. This
plan is, of course, tentative. It could readily accommodate
modifications and procedural alternatives, as may be suggested
by providers of service and interested groups and associations.

Administration of the health insurance proposal for old-age
and survivors insurance beneficiaries would involve:

—assigning, to existing Federal and State organizations,
responsibility for managing the program;

—providing information and explanations to providers of
service on particulars in the health insurance bill;

—identifying providers of services meeting conditions of
participation;

—developing policies and formulas for reimbursing providers;
--formulating systems and procedures for prompt payment of
providers' bills;

--operating procedures for Identifying beneficiaries
and for keeping records of utilization.

MANAGEMENT OF THE HEALTH INSURANCE BENEFITS PROGRAM

Over-All Responsibility

A6 in the case of other benefits to which persons under the
social security system can become entitled, over-all responsibility
for administration of the health benefits would re6t with the Secretary

of Health, Education, and Welfare. Similar responsibility for railroad
retirement annuitants rests with the Railroad Retirement Board. Agreements

by hospitals and other providers with the Secretary would be made on behalf
of both the Secretary and the Board.
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An Advisory Council would be established to advise the
Secretary on policy matters in connection with administration. The
Secretary would also consult with appropriate State agencies,
national and State associations of providers of services, and recognized
national accrediting bodies. These efforts would be especially oriented
to the development of policies, operational procedures and administrative
arrangements of mutual satisfaction to all parties interested in the
program. This consultation at the local and national level would also
provide additional assurance that varying conditions and impacts of
local and national significance are taken into account.

There are other programs, not directly related to the administration
or financing of the proposed health insurance program for old-age and
survivors insurance beneficiaries, in which the Secretary has major
responsibilities for providing both financial and technical assistance
to States, for example, in the construction and improvement of health
facilities. Through coordinated consultative activities with State
agencies, the Secretary would be able to exercise leadership in
encouraging States to correlate their own activities in relation to
providers of services under the health insurance program with activities
related to planning for the development of community health facilities
and services. This approach would provide an orderly way of seeing
that new facilities and services are developed where most needed to
assure a progressively more equitable availability of health insurance
benefits for all eligible beneficiaries. Accordingly, certain important
aspects of medical policy, including those pertinent to the direction
and planning of activities carried out by State health agencies, would
be handled by the Surgeon General, thus providing a focal point for
medical policy and for professional advice in the Public Health Service.

Operating Responsibilities of the Bureau of Old-Age and Survivors Insurance

Within the framework of Social Security Administration responsibility
for the health insurance program, administrative responsibility over systems,
procedures, and the day-by-day execution of policies relating to bene-
ficiaries and providers of services would be delegated to the Bureau of
Old-Age and Survivors Insurance (BOASl). This Bureau has had extensive
experience with large-scale claims operations applying to a general
insured population and with State-Federal administration on a contractual
basis. Additionally, it provides a reservoir of trained manpower and the
facilities that can be readily used in and adapted to the needs of the
health insurance program.

BOASI can make available for the operations of the health insurance
program the facilities and manpower of a nation-wide network of approxi-
mately 600 district offices, 3>600 contact stations and a trained field
staff of 15,000 claims and administrative personnel engaged in direct
service to the public, readily accessible in all population centers.

District offices and other Bureau offices are now being linked by a high-
speed nation-wide telecommunications network to improve service in processing
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old-age, survivors, and disability claims; this network will be fully-

operational by July 1962. Advance-type electronic computer operations
have been installed in the seven BOASI payment centers which service
claims on a nation-wide basis, to speed up the processing of claims
information and to expedite payments. Thus, in terms of trained
personnel, experience, facilities available to the public, automatic
data processing equipment, and the high-speed communications network,
the BOASI is well prepared to carry out the additional operating
responsibilities of the magnitude inherent in the health insurance
proposal.

The telecommunications network and the computer operations would
be available and utilized fully in the health insurance operations.
These facilities can readily be adapted to assure speedy and accurate
processing of health insurance actions, issuance of identification cards
to beneficiaries to be shown to providers of services as notice of the
beneficiary's eligibility to health insurance benefits, and payment of
provider bills.

The establishment and maintenance by BOASI of necessary records
for the health insurance program offers major advantages. BOASI would
keep controls on beneficiary eligibility and on utilization of health
insurance benefits, despite interstate movement of beneficiaries

—

whether the movement results from change of residence, election to
secure medical services away from home, or emergency circumstances while
visiting or traveling in another State. The mobility of the beneficiary
population is sign3.ficant in that it affects recordkeeping, identification,
and service to providers. Also, BOASI beneficiary rolls contain accounts
for many beneficiaries who are not yet aged 65, and hence would not be
immediately eligible for health insurance benefits; the Bureau's computers
would identify these beneficiaries as they attain age 65 and become
eligible for health insurance benefits, and would enable the Bureau to
notify those beneficiaries promptly of their eligibility.

The operations of the health insurance program would follow the
pattern established for title II claims. This decentralized configuration
of operations would assure the ready availability and accessibility of
Bureau staff to State agencies, to providers and their representatives,
and to health insurance beneficiaries. Trained personnel knowledgeable
in the health insurance program--like experts in other aspects of OASDI
programs—would be available at selected field installations to deal with
providers and beneficiaries on a face-to-face basis.
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To assure effective administration, the local operations of
the health insurance program vould be integrated to the fullest extent

feasible within the present framework, resources and facilities of
BOASI. This would include:

—the taking of claims and the development of evidence

to support entitlement to health insurance benefits

would be handled in the 58^ BOASI district offices

as an added function to their regular claim activities

under title II of the Social Security Act;
—similarly, the review of these claims and the

certification of the claimant's entitlement to
health insurance benefits would be handled in the

Bureau's present payment centers;

—the establishment and maintenance of the beneficiary's
record of entitlement to health insurance benefits
and of the status of his entitlement to health benefits
during a period of hospitalization (or other use of
provider services) would be processed as part of the
payment centers' data processing system, utilizing
computer facilities;

—the national telecommunications network now being
installed for regular Bureau claims operations would
accommodate and accelerate the transmission of
appropriate traffic relating to the health insurance
benefits program.

Participating Roles, States and Private Organizations

Significant participating roles in the program are provided
in the bill for State agencies and private organizations. These are
over and beyond the consultative roles to the Federal Government,
as mentioned above. These organizations would be utilized to the
fullest extent consistent with the roles assigned "co them by the
legislation.

Role of States .—Under the Administration proposal the Secretary
is authorized to use State agencies to perform certain administrative
functions. The Secretary would expect to 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 health
insurance program; and

b. rendering consultative services to providers to assist them
in meeting the conditions for participation, in establishing
and maintaining necessary fiscal records and in providing
information necessary to derive operating costs so as to
determine amounts to be paid for the provider's services.
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In varying degrees, States have established standards for the
types of providers of service described in the bill. These standards
are based on the State's authority to license or supervise health
facilities. Under the Administration proposal, licensure under applicable
State (or local) law is a prerequisite for participation in the program
by a provider of service. Some States, through programs or standards-
setting authority that is additional to licensing authority, have
established or may plan to make improvements in their standards for
medical institutions. Although the proposed Federal program does not
govern the question of vhat services a provider may offer to the general
public, it should not, through its conditions of participation, detract
from efforts on the part of a State to set higher requirements for health
or safety, consistent with local experience and needs. Accordingly,
State standard-setting activities are safeguarded by a provision that a
State could recommend higher conditions of participation for providers
of health insurance benefits within that State than in other States.

State agencies would be reimbursed for the costs of activities
they perform in the health insurance benefits program. As in the
cooperative arrangements with State agencies in the BOASI disability
program, reimbursement to State agencies for health insurance benefits
activities would meet the agency's related costs of administrative
overhead as well as of staff.

What is contemplated is a Federal-State relationship under which
each governmental entity performs those functions for which it is best
equipped and most appropriately suited. State governments license health
facilities and State public health authorities generally supervise these
facilities. In addition, State programs purchase care from providers of
health services. On the basis of experience and function, State agencies
should assist the Federal Government in determining which providers of
health services conrorm to prescribed conditions. Furthermore, where an
institution or organization that has not yet qualified needs consultative
services in order to determine what steps may be appropriately taken
to permit qualification, such consultative services should be furnished
tr; the State health or other appropriate State agency. Other types of
consultative services closely related to conditions of the health benefits
program or similarly related to State programs and requirements should
logically be provided for or coordinated in the State agency. There may,

of course be situations where a State it unwilling ct unable to perform
some or all of these certifications and consultative services. In any
such situation, the Secretary will have to aake other provisions for
these activi _

Role of Private Organizations .—Upon enactment of a health
program of this type it is expected that organizations of providers
would! cooperate in facilitating the administration of the program* For
example, State and national associations of providers would make known
to the Secretary the needs and viewpoints of their members, and would
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impart information on the program to their members. Moreover, the
Secretary could secure existing data and information from these
organizations or contract with them to produce necessary data which
would facilitate program operations. For example, it is anticipated
that accreditation bodies would provide data that would greatly
simplify the identification of qualified providers of services and
periodic information that would permit maintenance of up-to-date
lists of eligible providers, thus reducing the need for inspection
activities by State agencies. Similarly, for purposes of audit and
cost analysis, it is expected that nonprofit—mainly Blue Cross

—

or other organizations regularly in this business, could make avail-
able cost information that would avoid duplication of Federal, State,
and nongovernmental activity in the collection and analysis of fiscal
information from providers.

It is also expected that some providers or groups Of providers
would elect to use an agent in their dealings with the Secretary. Such
an arrangement is authorized in the Administration proposal. If a
provider elects to use a private organization, such as a State or national
hospital association, or Blue Cross, or similar nonprofit organizations,
as its agent, the agent could represent the provider in negotiation of
terms of participation. Also, where the agent has high-speed communication
links with the providers, the possibility exists and needs to be explored
whether the agent would serve as the focal point for transmitting and
receiving messages as to a patient's eligibility for and utilization of
health insurance benefits. Additionally, to the extent necessary, the
agent could assist providers in completing the health insurance form
for payment of provider bills. The provider's request for payment would
be prepared on a standard health insurance form, tailored to the needs
of the program and to the operating practices prevailing generally in
participating institutions.

Selection of an agent would not bar the provider from a direct
contact with the Secretary, when the provider so desires. Nor would the
provider-agent relationship preclude direct contact by the Secretary when
necessary for the audit of provider records or for other essential program
purposes.

To some extent, the use of agents by providers might increase the

total costs of the health insurance program in that they might result

in additional operating costs for the provider. However, under some

arrangements these added costs could be offset by: a smoother trans-

mission of data between the Secretary and providers, easier communications

between providers and the Secretary, accelerated agreements with providers,

and adding the least possible administrative and operational burden
on the providers of service.
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Lead Time to Have Health Insurance Benefits Program Fully Operational

The effective dates in the Administration proposal are designed
to provide a lead period of at least one year between enactment of the
statute and the first month for which benefits would be payable. This
one-year period would be sufficient for the "tooling up" necessary to
get the program into effective operation.

"Tooling up" includes the development and implementation of
policies and procedures for administering the program; arranging for
operational participation of State agencies and private organizations;
creation cf and discussions with advisory boards; orientation of State
and Federal employees in present jobs to new duties generated by the
health insurance program; and recruitment, training, aad housing of
new personnel.

Additionally, this lead period would enable the BOASI to identify
and register all persons eligible for benefits under the new program.
This would be a two-pronged effort of:

--obtaining claims from all aged persons eligible for
health insurance benefits who had not yet filed a
claim for old-age and survivors insurance benefits, and

--preparing, recording, and issuing on or shortly before
the effective date to each person then entitled to health
insurance benefits (estimated at 1^, 000, 000 beneficiaries)
an identification card to serve as notice to providers of
service of the entitlement of the card-holder.

IDENTIFYTNG PROVIDERS MEETING CONDITIONS OF PARTICIPATION

To assure a common understanding throughout the country of
what hospitals, skilled nursing facilities and home health agencies
are, for the purpose of this program, definitions are provided. These
are broad in nature and reflect what is the current, generally-accepted
understanding of the essential features that characterize each kind of

institution.

Conditions of participation by hospitals can readily be met by
institutions that fulfill the standards established by accreditation
bodies. No special administrative problems are anticipated, therefore,
in obtaining agreements by providers of service who are both accredited
and licensed. The Secretary would have authority to find that accredita-
tion by a recognized national accreditation body provides reasonable
assurance that some or all of the conditions for participation in the
program are met, and accreditation could accordingly be accepted as
evidence of such qualification.
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There are, however, some hospitals that lack accreditation

—

because of small size or for other reasons. There are also hospitals
and nursing homes that may be exempt from licensure or be licensed
under circumstances where it is not clear that the standards of licensure
provide adequate assurance that the institution qualifies under the

defined concepts of the program. Moreover, there is not yet a functioning
national accreditation program in the nursing home field, and in many
localities such homes may be licensed without meeting the conditions
necessary for operation of a skilled nursing facility. For these
reasons the program would operate under the general requirement that
institutions or organizations wishing to participate must meet such
additional conditions (beyond those specified by law) as the Secretary
may find necessary in the interest of the health and safety of
beneficiaries.

In establishing any such additional conditions the Secretary
would be required to consult the Health Insurance Benefits Advisory
Council, appropriate State agencies, and recognized national listing
or accreditation bodies. Moreover, the Secretary would also be
authorized in this regard to specify higher requirements for participation
at the request of a State for a given area or a class of institution
within the State. This feature of the program would make it possible
for the Secretary to cooperate with the programs of national accrediting
bodies and State licensing agencies by establishing more specific require-
ments as, with the passage of time, technical changes or other developments
indicate a need in any area or with respect to any class of institutions.

Certifying Eligibility of Providers to Participate

In determining and certifying the eligibility of providers to
participate in the program, State health agencies would be utilized
and they would be paid for the cost of services they rendered to the
Federal program. The Secretary would enter into agreements with
appropriate agencies in those States willing to assume the responsibility
of applying the conditions for provider participation and to provide the
consultative services necessary to assist institutions to qualify. While,
from a legal point of view, the Secretary would retain review authority
and final decision-making responsibility, he would be authorized by law
to accept as conclusive the findings of the contracting State agency.

This inspection and certification workload would be reduced
greatly by the accrediting activities of the Joint Commission on
Accreditation of Hospitals.
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For unaccredited hospitals and nursing homes wishing to participate
in the program, the actual amount of inspection in each State would depend
upon the extent to which State licensure requirements are already as high
as, or higher than, the conditions for participation in the health
benefits program, and on the scope and extent of inspections that have
been conducted by the State as prerequisites to licensing. In the case
of skilled nursing homes other considerations could apply, for example,
the extent to which the particular home has affiliation or receives
medical supervision from an accredited hospital. Subject to these
considerations, each participating State agency would inspect institutions
or would certify to the Secretary those that meet the requirements for
entering into an agreement to receive reimbursement for services rendered.

There may be some situations in which a provider meets substantially
all of the conditions of participation. Depending on the nature and
degree of the unsatisfied conditions (but not with respect to conditions
specified by the law), the Secretary could authorize a certification valid
only for a limited period, for example, one year, within which time the

provider would be expected to upgrade services and facilities so as

to satisfy completely all the required conditions. Failure to so

comply would preclude renewal of the certification.

As part of a continuing operation, contracting State agencies

would inspect new providers and nonparticipating institutions as they

register a desire to participate. Also, State agencies would re-examine

and re-evaluate the status of institutions previously denied certification,

at the request of any such institution. Periodically, these contracting

State agencies would, as necessary, reinspect and recertify to the

Secretary the status of an institution previously certified.

REIMBURSEMENT POLICIES AND FORMULAS

Reimbursement formulas would not be developed until there

has been full opportunity for consultation with experts in financial

accounting and administration of hospitals, nursing homes and home

health care services. In this effort, the Secretary would have the

counsel of the Health Insurance Benefits Advisory Council and would

also consult with other nationally representative professional

organizations. Groups having direct experience with reimbursement

practices and formulas include hospital associations, Blue Cross

and other prepayment plans, State agencies and other Federal agencies

administering similar programs. The Secretary would draw upon this

considerable experience in applying standard cost-accounting princi-

ples to develop equitable reimbursement formulas.

Providers of services would be paid on the basis of reasonable

cost incurred in furnishing health services to old-age and survivors

insurance beneficiaries. The formula of payment, based on standard

cost -accounting principles, would be established for specific

application to particular types of service. The amount and method of
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payment to all providers of services should be such as to reimburse
them fairly and adequately for the services rendered. Adequate
payment is necessary to permit them to maintain essential services,
to support good patient care, and to encourage the development of the

kind of service required to meet the needs of the community. The
"reasonable cost" basis of reimbursement contemplates that the
providers of services would be reimbursed the full cost incurred by
them in providing quality care. On the other hand, "reasonable cost"

would not require reimbursement for luxury services or for costs
unreasonably out of line on account of factors unrelated to hospital
care

.

The reimbursement formula for inpatient hospital services
could be expected to follow the general principles that have been
formulated and published by the American Hospital Association in
the Association's manual, "Principles of Payment for Hospital Care."
Under this approach, reasonable variations of per diem costs will
exist as between hospitals in the same city, between various
sections of the country, and for providers offering various levels
of service.

After the formulas have been developed and approved, a

standard form (with implementing instructions) would be made
available to each qualified provider of services wishing to
participate in the program. For hospitals, for example, one
possibility is that the form and procedure could be patterned,
with appropriate modifications, after the governmental Joint
Hospital Form 1 (Hospital Statement of Reimbursable Cost). This
form is used by Children's Bureau, Office of Vocational Rehabili-
tation, Division of Indian Health (PHS), and the Veterans
Administration in purchasing hospital care. Larger hospitals
should not have any difficulty in executing such a form since
practically all have had experience in completing Joint Hospital
Form 1. Smaller hospitals would not necessarily be experienced
with this form, but hospitals in many areas are familiar with
this type of reimbursement pattern through Blue Cross and State
program requirements. For outpatient diagnostic services, more
information, or a different approach, may be required than is
currently reflected by the principles of Joint Hospital Form 1.

For skilled nursing home facilities and home health agencies,
separate procedures would be devised, perhaps quite different from
those developed for hospitals. Experience in applying reimbursable
cost formulas to nursing homes in general is rather limited. As a
result, greater difficulty can be expected both in the formulation
of reimbursement formulas and in the application of reimbursement
principles to these homes than to hospitals. Quite extensive audit
operations or consultative services on accounting and cost records
may be needed for some nursing homes. This difficulty might be
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offset by the availability of a longer lead time as proposed in
the bill for nursing homes, i.e., nine months after the effective
date for hospital benefits. However, the well organized nursing
homes with established cost accounting systems (e.g., the larger
nonprofit or the hospital-based nursing homes which more generally
provide the kind of skilled nursing services encompassed in the
bill) should not have difficulty in developing and furnishing cost
data. Likewise, organized home health agencies, whether they be
public agencies or private nonprofit organizations, should be able
to furnish necessary cost data*

AGREEMENTS BY QUALIFIED PROVIDERS

As soon as possible in the lead period—i.e., the time
between enactment and effective date--arrangements would be made
for the distribution through private as well as governmental
channels of the detailed information that hospitals and other
providers would need to have. By utilizing the services of
agents of providers, and the cooperative efforts of provider
associations (e.g., American Hospital Association, local hospital
councils), the initial contacts would be facilitated. Providers
could also obtain assistance and information from participating
State agencies.

The lead period in the bill should be adequate to permit
timely consummation of agreements with qualified providers of
services that want to participate in the program. The signing
of agreements by providers is expected to be accelerated to the
extent that groups of providers have previously arranged for a

hospital association or other agent to represent them in
establishing the terms for participation.

The agreements to be signed by the qualified provider and
filed with the Secretary would indicate that in participating in
the program, the provider will not charge any individual for
services covered under the program and will make adequate pro-
vision for the refund of charges incorrectly collected from such
individual. This agreement would permit the provider to bill a

beneficiary for the amount of the deductible, and for the applicable
part of the charge for expensive accommodations supplied at the
beneficiary's request and not payable under the program

«

ADMINISTRATIVE AND OPERATING PROCEDURES

Identification of Individuals Entitled to Health Insurance Benefits

Each person entitled to health insurance benefits would be
issued an Identification card by BOASI. Persons entitled under the
Railroad Retirement Act would be issued their cards by the Railroad
Retirement Board. These cards would be presented to hospitals and
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other providers of services as evidence that the individual is en-

titled to health insurance benefits, just as hospitals now accept
Blue Cross and other prepayment plan identification cards.

To identify eligible persons already on the benefit rolls,

BOASI would screen, by electronic computer, the records of all of
its beneficiaries to locate those meeting the age requirements.
Each beneficiary would receive his identification card and
informational literature before the effective date of the program.
No action would need to be taken by these beneficiaries to
establish entitlement to health insurance benefits and they would
be so informed.

Beneficiaries who first file claims after the program's
effective date would receive their identification card from the

BOASI payment center simultaneously with their notification
that their claim for benefits has been approved. Positive
steps would be undertaken during the lead period to reach all
eligible individuals who have not filed applications to establish
their entitlement to old-age and survivors insurance benefits.
These would number about 15 percent of the total number of persons
eligible for protection under the health insurance proposal.
BOASI offices would be staffed to accommodate this additional
workload and to process these claims expeditiously so that each
claimant's entitlement to health benefits could be established
before he might need to use the benefits of the program. On a

continuing basis after the effective date for benefits, BOASI
would use its electronic computers to identify those OASDI
beneficiaries under age 65, as they attain age 65, so as to
issue cards promptly to this group also.

Establishing and Maintaining Beneficiary Records

In addition to establishing an initial record for each
person entitled to health insurance benefits who has received his
identification card, all data affecting status and utilization
would be maintained by BOASI on a current basis. Any event
affecting the beneficiary' s continued right to benefits or change
of address processed in regular computer updating operations for
old-age and survivors insurance purposes would automatically also
be used to update the health insurance benefit record.

When requests for verification of eligibility were received
from a hospital or other providers of services, tne current status
could automatically be certified from a magnetic tape record. At
the same time, the record would be updated to show the date of
admission, hospital code, and other required identification or
status information. Thereafter, when the provider's bill was
subsequently processed for payment, the necessary utilization
information would also be recorded on magnetic tape. That tape
would then be used to update the master health insurance record,
from which it would always be possible to tell promptly the
status of an individual's account.



- 81+ -

The maintenance and updating of utilization data on BOASI
electronic equipment would make it possible to obtain by-product
information for a variety of important statistical and adminis-
trative purposes.

The records would reflect not only health service
utilization but also other data offering valuable information
for analysis of program operations as well as for more general
health studies by the Public Health Service, State agencies,
and professional organizations.

Admission Procedures for Providers of Services

Methods could be worked out to the satisfaction of hospitals
and other providers for notifying them of a patient's entitlement to
health insurance benefits. Such procedures could closely parallel
current Blue Cross and commercial insurance practices.

BOASI would explore the feasibility of supplying to each
beneficiary, following each use of services, a statement of the
service for which the program has made payment. If this system is

adopted, then when a beneficiary requests health services from a

hospital, skilled nursing home, or home health agency, he would
present to the provider his identification card and the BOASI
notice of prior services received. Otherwise, the identification
card in itself would serve as notice of the beneficiary's eligibility.

The provider of service would use the information from these documents

and from the questions routinely asked during the admission inter-

views to complete a request that payment be made to the provider for

the health services. The patient would sign a portion of the form
unless, of course, he is incapable of doing so, and the provider would
retain the form until it is time to submit a bill.

Upon admission to a hospital as an inpatient, a recommended
procedure would be for the hospital to request BOASI to certify
the inpatient's eligibility for payment for service. This request
would be handled through the BOASI local district office and trans-
mitted to the appropriate Bureau records office vis the BOPSI
nationwide telecommunications network which will link all district
offices with records centers. The reply, as previously noted,
would be generated in a computer process and delivered promptly
through the telecommunications network to the hospital. This
BOASI certification would cover the number of days of care for
which payment may be made as well as the amount of deductibles
already paid in the benefit period. 'Where groups of hospitals
and a Blue Cross organization wished to explore the possibilities,
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it might be advantageous to them and to the Government, to link a

local Blue Cross wire network into the BOASI telecommunications
system. Several large Blue Cross plans have already installed,
or have plans to install, wire communications between member
hospitals and the Blue Cross offices. By tying in the Blue Cross
office to the BOASI network, a hospital request for certification
of a beneficiary 1

s health insurance entitlement could be
electronically handled from initiation of the request to receipt
of the certification at the hospital.

In the case of outpatient diagnostic services, the hospital
could generally rely on the beneficiary's identification card as
evidence of entitlement without requesting certification of entitle-
ment from BOASI. This difference in procedure between inpatient
and outpatient cases would seem to be warranted by these consider-
ations arising from the provisions of the proposed program:

--the diagnostic study would usually be completed before
a certification could be transmitted to the hospital;

--there is no statutory limitation on the number of
diagnostic studies;

--the cost per outpatient diagnostic study, especially
with a $20 deductible, is comparatively small in

contrast to inpatient costs;
--the deductible amount is fixed, being pegged to each

study, rather than to a specified number of days, as
in inpatient cases; and

--entitlement would be affected only by an event that
terminated the individual's entitlement to monthly
benefits under title II, such as divorce, or
remarriage of widow to a nonbeneficiary, both rare
occurrences for people over age 65.

Since transfer from a hospital to a skilled nursing home is

a condition of skilled nursing home service benefits, the home
would often know in advance when a patient is to be admitted.
While these transfer arrangements are being made, the home could
ask BOASI for information on the patient's eligibility and the
number of days of skilled nursing home care available to the
beneficiary. This request from the home would, as for hospital
inpatient admissions, be handled through the BOASI local office,
transmitted to the appropriate BOASI records office via the BOASI
telecommunications network and the reply from BOASI would be
transmitted promptly to the nursing home.

A home health agency could accept the beneficiary's health in-
surance benefits identification card as evidence of his entitlement to
home health services . The agency could then obtain through the BOASI
local office, a current record of the number of home health visits
for which payment could be made in the current year.
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Payment of Provider Bills

On the basis of consultation with representatives of
hospitals and other interested parties , methods could readily be
established for presentation, review and payment of provider bills,
patterned on similar practices and procedures now followed by
hospitals and prepayment plans. Procedures would assure prompt
payment of bills and the least possible burden of paperwork on the
provider.

Upon discharge of an eligible patient, or, at appropriate
times in conjunction with its normal billing cycle, providers
participating in the program, or their agents, would submit bills
to the appropriate office for review and payment. After review
to assure that the supporting documentation is complete and that
there are no inconsistencies in the bills which need to be
reconciled before payment can be made^the payment office would
apply the appropriate reimbursement formula and deductible
provisions to compute the amount due to the particular provider,
and authorize the Treasury Disbursing Office to issue a check.

If feasible, notice of payment of the bill, including a summary
statement of the current status of his health benefits record, would
"be sent to the beneficiary; he would be asked to present this notice

together with his identification card to a provider if he again
required additional health services.

In an emergency admission to a nonparticipating hospital,
the hospital would submit a bill, evidence of the emergency, and
documentation establishing the identity and entitlement of the
patient. Since generally no cost data would have been collected
for nonparticipating hospitals, this bill which would be required
to be on a cost basis would have to be examined and reviewed for

general conformance to the level of reimbursement to similar
hospitals in the same locality. In some instances, cost data
used by Blue Cross or by a State program may be available for

comparison purposes. Where the amount billed is beyond a

reasonable tolerance limit, the nonparticipating hospital could
be requested to supply sufficient information to support a

finding that the amount billed is the reasonable cost for the

services rendered.

Audit of Provider Records

At the time of agreement and periodically thereafter,
accounting data would be obtained from providers in sufficient
detail to permit a computation of average cost per unit--patient
day, or other unit as required under the applicable reimbursement
formula. Reimbursement on a cost basis requires assurance of
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proper audits of the records of hospitals and other providers.

Such audits would assure equity to both the purchaser of care

and the providers of service and in general would contribute

to sound management of the program. Audit data would also be

used to determine the need for adjustment of reimbursement

formulas and rates and would contribute to appraisal of

reimbursement policies and procedures.

Many hospitals have their books audited annually by
independent accounting firms. To a much lesser degree this
auditing practice may be followed by some other types of
providers. In some cases, audits of the records of providers
of health services are being performed by nonprofit organizations
(such as the Hospital Cost Analysis Service, Inc., in Maryland)
and by State agencies.

Where independent auditing staffs perform an effective
audit or cost analysis of provider records, the Secretary could
contract to use the results in connection with the health benefits program

.

For providers having inadequate accounting systems or lacking out-
side audits, the Federal program would make arrangements to have
audits performed.

Review and Reconsideration of Unfavorable Decisions

Applicants for health benefit services would be entitled to

appeal unfavorable determinations in the same manner as now provided
under the OASDI program. The applicant could, if found not entitled
to benefits, obtain reconsideration by BOASI, hearing and appeal by
the : Office of Hearings and Appeals, and Federal court review.
Beneficiary complaints concerning the content or quality of service,
however, would not be subject to such review, but would be directed
to the appropriate State agency, medical and hospital groups for
their attention.

The procedures for resolving beneficiary appeals are
statutorily provided for, as a concomitant to the beneficiary's
statutory right to benefits. The rights of a provider under the
program would be of an entirely different nature, and the pro-
cedures provided for beneficiaries would not be appropriate for
providers. Instead, provisions for administrative review and
resolution of provider complaints would be established.

Safeguards Against Overutilization of Services

Utilization of hospital and other health benefits would be
safeguarded by the admission procedures of the providers of
services, by the self-governing utilization mechanisms established
by hospitals (and in the case of nursing homes, established by or
for a nursing home and approved by public health authorities of
the State) and by the opportunities afforded to State agencies and
professional organizations for analysis and study of by-product
statistical data reflecting utilization practices.
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With respect to each kind of health services provided,
arrangements could be made for certification by a physician that
the service was required for defined reasons of medical treatment.
The primary assurance of proper utilization, therefore, rests with
the admitting physician as it does generally in other cases where
third-party payment is involved in meeting the costs of a medical
service. A great deal of reliance would be placed upon effective
utilization reviews by appropriate utilization review groups which
are essentially self-governing. In addition to the review of
cases from the standpoint of admission, duration of stays and

services furnished, there would become available with the passage
of time statistical utilization data which could be made available
to these utilization committees. Under the proposed legislation,
the utilization committees would not be required to review all
cases or to submit reports of individual cases to either the

State agencies or to the Federal Government but they rather would
be expected to have such organization and to maintain such
evidence of self-review of the services they provide as to give

assurance that determinations have been made by them with respect
to the need for the services rendered by the institution. In the

case of inpatient hospital services and skilled nursing home
services involving extended stays there would be a further
requirement that a determination has been made by the appropriate
utilization mechanism that there is or was a need for such
utilization in excess of a 30-day period.

While the proposed legislation does not specify wLat a

"nursing facility utilization plan" shall encompass, recommended
specifications would be provided after consultation with State
agencies, appropriate advisory boards and representative associa-

tions of these providers. The broad definition in the bill
includes the requirement that the plan be approved by the public

health authorities of the State in which the facility is located,

thus making it possible for States to establish plans based on
community-wide professional consultation and in coordination with

local health authorities.

Coordination with Railroad Retirement Board

The bill covers railroad retirement beneficiaries as well

as old-age and survivors insurance beneficiaries. It provides

that agreements by the providers of services or their agents will

be entered into also on behalf of the Railroad Retirement Board.

Coverage for railroad beneficiaries would include services
secured in railroad hospitals which, otherwise, may not be

participating under the program, and services in Canadian
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hospitals, which for old-age and survivors insurance beneficiaries
are excluded from the program. In the case of individuals who may
be entitled to monthly benefits under both programs the limitations
on number of days, units of care and the deductible provisions would
be applied as if the individuals were covered under a single program.

The administration of present law requires close coordination
between the Railroad Retirement Board and the BOASI in recordkeeping
and claims processes. There has been continuing and extensive
experience between these agencies in the kinds of coordination that
would be required under a health benefits program. Where individuals
are entitled under both programs, agreement would be reached on which
organization will issue the identification card. Railroad hospitals
and Canadian hospitals would send their requests for verification of
eligibility direct to the Railroad Retirement Board. Hospitals in

the United States, other than railroad hospitals which do not have
an agreement with the Secretary, would accept either card and a

common procedure would be established for requesting verification
of eligibility. The Railroad Retirement Board could be linked with
the BOASI wire communications system. Bills could be paid under
uniform policies and procedures, and the trust funds of the two
programs could be adjusted periodically through the financial inter-
change provisions of the Railroad Retirement Act.





APPENDIX

MEDICAL ASSISTANCE FOR THE AGED
Selected Characteristics of State Plans

Plans in effect prior to July 1, I96I:

Kentucky
Maryland
Massachusetts
Michigan
New York
Oklahoma
Puerto Rico
Virgin Islands
Washington
West Virginia

Plans (for which information is available) as
proposed to go into effect "before end of I96I:

Arkansas
Idaho
North Dakota
Oregon
South Carolina
Tennessee
Utah





KENTUCKY

Medical assistance for the aged :

selected characteristics

Effective: January 1, 1961
(Revisions effective June 1, 1961) Department of Economic Security

I. Financial eligibility II. Medical care provided

A. Income : Maximum annual gross income
for single person, $1,200; for appli-
cant and spouse, $1,800. (Special
procedure for determining income from
self-employment or farming operations.)

B. Assets :

1. Real property - homestead is exempt.
Nonincome -producing real property
other than the home is limited to
$5,000. Real property which is
producing income is taken into
consideration from the standpoint of
income derived.

2. Personal property - (defined as "cash
on hand, money in the bank, stocks,
bonds, and other resources that can be
converted into liquid assets",
excluding cash surrender value of life
insurance) limited to $750 for single
person, $1,000 for applicant and
spouse. Cash surrender value of life
insurance is limited to $3,000.
Excluded from consideration as

personal property is tangible personal
property not listed above.

Availability of health insurance is to
be determined.

A. Inst itutional :

Hospitalization - for "acute,
emergency, and life -endangering
illness, . • . requiring admission
to the hospital;" available in
hospitals licensed under the laws
of the State which elect to
participate in the plan, signifying
such election by a written agree-
ment. Limited to 6 days.

B. Noninstitut ional :

1. Physicians' services - heme
and office calls limited to 2

visits per month per patient.

($3 office; $5 home.)

2. DentrJL services - for relief of
pain and treatment of acute
infections - up to a maximum of

$16 per recipient per calendar
month and limited to $**8 per
recipient per annum.

3. Drugs - according to established
list and fee schedules.

C. Financial eligibility : Exists for a
12 -month period, subject to reinvesti-
gation. Person is issued an identifica-
tion card, which is to be reissued
periodically.



MARYLAND

Medical assistance for the aged :

selected characteristics

Effective: June 1, 1961 Department of Public Welfare

I. Financial eligibility II. Medical care provided

A. Income : Regular income not to exceed

1. in 6 larger counties - single person,

$l,lU0; applicant with 1 dependent,

$1,560;
2. in l8 other counties - single person,

$1,080; applicant with 1 dependent,

$1,500. Income scale rises with
number of persons dependent upon
applicant. Income includes that of
spouse living with applicant and of
any other person claimed as a depend-
ent. Scale for value of income-in-
kind is provided.

B. Assets :

1. Real property - home is exempt; real
property other than the home is in-
cluded with the other resources
convertible to cash.

2. Personal property - resources con-
vertible to cash (savings, insurance,

real property other than the home,

etc.) may not exceed (l) $300 if it
is in addition to the regular monthly
income or (2) $2,500 cash value if it

"represents the only resource for
regular living expenses."

A person is ineligible who has any
insurance or other benefit, the terms
of which provide for payment for the
medical care items included in the plan.

C. Financial eligibility : Determined on
the basis of the certificate of the
Department of Public Welfare, the Health
Department issues a medical care card
valid for one year. Reinvestigation
and recertification are then made.

A. Institutional :

Hospitalization - general
hospital care.

B. Noninstitutional :

1. Physicians' services - in
home, office, or clinic.

2. Special medical care clinics

3. Laboratory services

k. X-rays

5. Minor surgery - in private
office facility or accident
room.

6. Drugs and limited medical
supplies - when prescribed
by a physician.

7. Restorative dental care

8. Prescribed eyeglasses - for

patients who have had a
cataract operation.
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MASSACHUSETTS

Medical assistance for the aged :

selected characteristics

Effective: October 1, i960 Department of Public Welfare

I. Financial eligibility II. Medical care provided

Group One : "For persons in licensed nursing
homes, licensed chronic hospitals, and public
medical institutions. .. or persons needing
such care", with defined exceptions.

A. Income :

1. For persons having need of a place of
residence apart from a licensed chronic
hospital, nursing home, etc., there
shall be excluded from consideration-

-

a. $150 a month if unmarried, or if
married and the applicant is the
husband;

b. $225 a month combined income of
husband and wife, if married and
the applicant is the wife .

All other income is taken into con-
sideration in determining need for
medical assistance for the aged.

2. For person having no need of a place of
residence apart from a licensed chronic
hospital, nursing home, etc., the
amount of income and resources. .. shall
be determined by rule and regulation
of the Department. The first $15 of
any monthly income shall be retained
by the recipient for personal needs.

B. Assets :

1. Real property - real estate used as a
home does not disqualify; ownership
of any interest in other real estate
disqualifies.

2. Personal property - (includes bank
deposits, securities, cash on hand,
and similar assets; excludes cash
surrender value of insurance)
maximums are:

-continued-

A. Institutional :

1. Hospitali zation - in-
patient hospital services.

2. Skilled nursing home
services

B. Noninstitutional :

1. Physicians' services

2. Outpatient hospital or

clinic services

3. Home health care services

k. Private duty nursing
services

5. Physical therapy and
related services

6. Dental services

7. Laboratory and X-ray
services

8. Prescribed drugs

9. Eyeglasses, dentures, and
prosthetic devices - as
prescribed.

10. Diagnostic screening and
preventive services

11. Any other medical or
remedial care recognized
under the law of the
Commonwealth and in
accordance with the
Department medical plan



MASSACHUSETTS
-continued-

I. Financial eligibility

a. $2,000 if person is unmarried,
or is married and applicant is
the husband;

b. $3,000 if married and the
applicant is the wife, includes
the combined ownership of
husband and wife.

Group Two : The eligibility of other persons
"whose income and resources are insufficient
to meet the costs, of necessary medical
services" shall be determined by the rules
and regulations of the Department of Public
Welfare.
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MICHIGAN

Medical assistance for the aged :

selected characteristics

Effective: October 1, i960 Department of Social Welfare

I. Financial eligibility

A. Income : Maximum annual income for single
person (unmarried or not living with
spouse) is $1,500; if married and living
with spouse, not more than $2,000, includ-
ing the annual income of the spouse.
"Income" must include contributions which
son, daughter, or estranged spouse should
be making to applicant, according to
agency standards or court determination,
except that such contributions are not
included in computing income during first

30 days of each separate period recipient
is hospitalized.

B. Assets :

1. Real property - value of property used
as a home is excluded. Value of other
real property must be included in
limits on marketable assets specified
below.

2. Personal property, i.e., "liquid or

marketable assets" - may be held with
value of not more than $1,500 for single
person, $2,000 for married applicant
and spouse. Excluded in making this
determination are: clothing and house-
hold effects; cash surrender value (not
value of matured policies) of life
insurance; and not to exceed $1,000 of
fair market value of personal property
used in earning income. All other
property, real and personal, must be
evaluated in determining eligibility
under the $1,500 or $2,000 limitation
specified.

II. Medical care provided

A. Institutional :

Hospitalization - inpatient
care not to exceed services
furnished under Blue Cross
(M-75) as of September 1,

i960.

B. Noninstitutional :

Physicians' services - not

to exceed those services
furnished by Michigan Medical
Service under Blue Shield
plan as of September 1, I960;
may be in office, medical
care facility, or in out-
patient clinic of approved
hospital (no home calls);
limited to emergency treat-
ment and specified tests.



NEW YORK

Medical assistance for the aged :

selected characteristics

Effective: April 1, 1961 Department of Social Welfare

I. Financial eligibility II. Medical care provided

All income and resources shall be deemed

available to meet costs of medical care
except as indicated below:

A. Income :

1. In medical or nursing institutions for
chronic care - up to $10 a month for
personal care items; annual premiums
for health insurance policy up to $150
for single recipient or $250 for married
recipient if policy covers spouse; if
married, up to $1800 a year for support
of spouse, including any income of

spouse.

2. Not in facility for chronic care - $1800
for single applicant; $2600 for married
applicant living with spouse; health
insurance policy premiums up to $150
per year for single recipient or $250
if married and policy includes spouse.

(See reserves, below.)

B. Assets :

1. Real property - home is exempt; other
real property not used as home must be
utilized to apply to costs of care.

2. Personal property - clothing and house-
hold effects are exempt; may have life
insurance with cash surrender value of
not more than $500 for single person or
for couple. Insurance in excess of this

amount and nonessential personal proper-
ty must be utilized.

3. Cash reserve for person not living in a
medical facility may be permitted up to
$900 for single person or $1300 for
married couple. If value of non-home
real estate, nonessential personal prop-
erty, and excess insurance together with
cash or liquid assets does not exceed
this reserve limit, such resources need
not be utilized to be applied to costs
of care.

A. Institutional :

1. Hospitalization - in-
patient services.

2. Nursing home services

B. Noninstitutional : (not as
extensive as provided for
0AA)

1. Physicians' services -

M. D. and doctors of
osteopathy only; services
of dentists, podiatrists,
and optometrists are not
included in the MAA
program.

2. Nursing services

3. Outpatient hospital or
clinical services

k. Drugs

5. Home health care

6. Prosthetic appliances

7. Physical therapy



OKLAHOMA

Medical assistance for the aged :

selected characteristics

Effective: October 1, i960 Department of Public Welfare

I. Financial eligibility

A. Income : (as amended April 18, 1961) Maxi-
mum for single person, $1, 500 annual
income; for man and wife, $2,000 annual
income.

B. Assets :

1. Real property - may have equity of
$8,000 in home owned and occupied as
home; equity above this amount is con-
sidered among "other resources". Home
not occupied as such, or to which
recipient or spouse has no feasible
plans to return is no longer "con-
sidered an exemption".

2. Personal property -

a. Insurance -• single person, cash value
of first $1,000 face value; married,
cash value of first $2,000 face
value; married, living together and
have separate policies, cash value
of first $1,000 face value for each.

b. Equity in tools with which he earns
a living, up to $1,500.

c. Equity in small business which he
operates, up to $2,500, including
building, ground, equipment, and
invoice of stock.

d. "Other resources" (cash, stocks,
bonds, notes, mortgages, automobiles,
excess of value of items listed in
(a) and (b) above, excess equity of
home, or property of any kind which
can be made available for the use of
recipient or spouse) limited to $700
for single person, $1,000 for married
couple

.

II. Medical care provided
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A. Institutional :

1. Hospitalization - general
hospital care for life-
endangering or sight-
endangering conditions as
determined by the attending
physician; not to exceed 21
days per single admission;
provision for readmi6sion
for defined conditions
within 10 days after date
of discharge.

2. Nursing care in nursing
home - up to 6 months in
a 12-month period.

B. Noninstitutional :

1. Physicians' services - in
home of patient approved
for nursing care in own
home; 2 visits per month.

2. Nursing care - in own home
for "bedfast or chair fast
patients . .

.
"

.

3. Diagnostic services - to
determine need of nursing
care and physician's serv-
ices in patient's home.

k. Outpatient therapeutic
radiology - prescribed while
patient was in the hospital.

5. Ambulance - under defined
conditions.

6. Blood banks - use of under
specified limitations.

7. Services of dentists or oral
surgeons - "for services
performed in a licensed gen-
eral hospital when a patient
is admitted for life-endan-
gering conditions involving
fractures, infections, or
tumors of the mouth.

"



PUERTO RICO

Medical assistance for the aged :

selected characteristics

Effective: October 1, i960 Division of Public Welfare
Department of Health

I. Financial eligibility

A. Income : Individual annual income and
available resources may not exceed maxi-
mum of $1,500.

B. Assets : (as amended April 5> 19&1)

1. Real property - home where applicant
resides is excluded from consideration.
Value of other real property is taken
into account.

2. Personal property - loan value of life
insurance and any other available re-
sources vlll be taken into account.

An applicant's "membership in such organi-
zations as Blue Cross, Blue Shield, . .

.

State retirement or compensation systems,
purchase of health insurance of any
appropriate type, his right to veterans'

benefits, etc., shall make him ineligible
for participation in this plan.

71-

C. Financial eligibility : Certified to by
the Division of Public Welfare upon evalu-

ation of the applicant's statement con-
cerning his "annual income and available
resources and his status with regard to
health insurance or membership in organi-
zations which provide medical care or the
payment thereof. " Certification is for
period of 1 year, subject to renewal on
the basis of a new statement from the
applicant. Identification card good for
1 year is issued.

II. Medical care provided

Care and services are provided
through the Commonwealth and
Municipal Government systems of
medical care and hospital facili-
ties, several private nonprofit
medical institutions under con-
tract. The content of medical
care is the same as for old-age
assistance.

A. Institutional :

1. Hospitalization - total
hospital care, including
physician's services and
drugs and appliances as

prescribed.

2. Nursing home services -

where available.

B. Noninstitutional :

1. Outpatient hospital and
dispensary services -

including physician's and
ancillary services, pre-
scribed drugs and appliances,

2. Physical therapy and related
services, dental care, lab -

oratory and X-ray services,
and preventive medical care
services .

3. Diagnosis and treatment of
tuberculosis and psychosis
in medical institutions -

with Federal matching
claimed for k2 days after
such diagnosis.
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VIRGIN ISLANDS

Medical assistance for the aged :

selected characteristics

Effective: January 1, I96I Insular Department of Social Welfare

I. Financial eligibility II. Medical care provided

A. Income : Current continuing gross

income of $1,200 a year or less for
individual; twice this amount for
married couple living together.

B. Assets :

1. Real property - property owned and
occupied as a home not considered.

2. Personal property - liquid assets
which can "be easily convertible are
limited to not more than $1,200;
including savings, government bonds,
health insurance, government
entitlement such as Veterans
Medical Services, etc.

C. Financial eligibility : Determined by
the Department of Social Welfare which
certifies to the Department of Health
that applicant is eligible for medical
care. Applicant receives identifica-
tion card which remains in effect as
long as he is eligible, subject to
annual or earlier reinvestigation.

Medical care must be prescribed by
a physician or dentist of the
Department of Health. All care
except home visits of physician
will be given at facilities of

the Department of Health.

A. Institutional :

Hospitali zation - inpatient
hospital care, surgical and
laboratory services, private
duty nursing when prescribed
as "critically necessary".

B. Noninstitutional :

1. Home care - including home
visits by private physicians.

2. Drugs

3. Prosthetic appliances -

except glasses.



WASHINGTON

Medical assistance for the aged :

selected characteristics

Effective: October 1, i960 Department of Public Assistance

I. Financial eligibility II. Medical care provided

A. Income (of applicant and spouse): suf-
ficient to meet maintenance requirements
of applicant and his legal dependents
but not sufficient to meet his medical
expenses, wholly or in part. Such re-
quirements are determined by old-age
assistance standards (maximum on money
payment per case, $275 a month, unless
exception is made) and by considering
certain pressing obligations of appli-
cant and his legal dependents.

B. Assets :

1. Real property - home used by the ap-
plicant or his legal dependents,
together with a reasonable amount
of property surrounding and contigu-
ous thereto is exempt from considera-
tion as an available asset.

2. Personal property - all other re-
sources and liquid assets (with
exceptions listed below), including
any combination, are considered to

determine the extent to which they
may be utilized for planning for pay-
ment of required medical care. Medi-
cal insurance in force and effect at
the time of application and any
potential compensation for injury
must be utilized to the fullest
extent

.

Exempt from consideration as per-
sonal property are : household
furnishings and personal clothing,
cash surrender value of life insur-
ance not to exceed $500, one automo-

bile owned by applicant or spouse
"which is used and useful", and
personal property "which is used and
useful or. . .has great sentimental

value .

"

All medical care is limited to con-
ditions currently endangering life
or a medical condition which, if
not immediately treated, would
necessitate extended hospitalization
and/or surgery. In specified emer-
gencies exceptions to these
limitations are permitted. The

following services may be given,

when authorized, by vendors
participating in the program:

A. Institutional :

1. Hospitalization and related
medical services - all needed
while so hospitalized. Out-

patient clinic care available
at county hospitals or at

others if "emergency presently
endangering life."

2. Nursing home care

B. Noninstitutional :

1. Physicians' services - in

home or office, for conditions
such as heart, diabetes, and
others which are subject to
the general limitation given
above

.

2. Dental care - for relief of
pain only.

3. Drugs and pharmaceutical
supplies - subject to general
limitation given above.

h. Ambulance - if other transpor-
tation cannot be used without

hardship to the patient.
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WEST VIRGINIA

Medical assistance for the aged :

selected characteristics

Effective: October 1, i960 Department of Public Assistance

I. Financial eligibility II. Medical care provided

A. Income : For single individual, $1,500
or less per year; person married and
living with spouse, combined income of
both is $3; 000 or less. Income includes
contributions received from relatives.

B. Assets : (as amended January 30, 19&1)

1. Real property - homestead or property
on which applicant resides and other
real property is excluded from
liquid or marketable assets.

2. Personal property - or other liquid
or marketable assets limited to
value of $5,000 for single person
or $7,500 for combined assets of
husband and wife. Excluded are
clothing, jewelry, and household
effects; livestock, farm machinery,
and other vehicles; and cash sur-
render value of life insurance
(limit to be set).

Membership in insurance plan and
eligibility for payment of medical
services from other agencies and
organizations such as Veterans'
Administration, Workmen's Compensa-
tion, United Mine Workers of America
must be taken into account in deter-
mining whether MAA will assume all
or part of the cost of medical
services needed or received.

C. Financial eligibility : May be deter-
mined at a point before applicant needs
medical services; continues in effect
for maximum period of 1 year, subject
to reinvestigation.

Includes all the medical services
available to recipients of old-age
assistance as of October 5> 19&0,
including payment for drugs for
specified chronic illnesses (such
as diabetes, heart conditions,
terminal cancer).

A. Institutional :

1. Hospitalization - for acute
illnesses, immediate surgery,
and diagnostic services; may
be more extensive if medical
service for other conditions
will increase person's capacity
for self-care or self-support.
Limited to 30 days annually.

2. Nursing home care - after
hospitalization or if such
care would prevent need for
hospital care; limited to
acute conditions and must be
prescribed by physician as
part of the treatment for
that condition.

B. Noninstitutional :

1. Physicians' services - for
acute illnesses.

2. Drugs - for acute illnesses
and specified chronic
illnesses.

3. Ambulance services

4. Dental services - for
emergency extractions and
treatment.
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Plans (for which information is available) as
proposed to go into effect before end of I96I





ARKANSAS

Proposed plan for medical assistance for the aged ;

selected characteristics

To be effective July 1, I96I Not yet approved

I. Financial eligibility II. Medical care to be provided

A. Income ; Cash income for single person,
$1,200; for family $1,500.

B. Assets ;

Real property - may have home or an

equity in home not to exceed $7,500.
Value of other real property must come
under the maximum on all resources.
All other real and personal property
other than the home and household
furnishings, may not exceed $2,500,
including value of nonhome real
estate, livestock, motor vehicle,
tools, equipment, and cash surrender
value of life insurance.

In addition to these, the applicant
may hold as a cash reserve up to $300
for himself and an additional $300
for dependents; with a family maximum
of $600.

The same services are to be available
to persons receiving MAA as for
persons eligible for medical care
under the other categories.

A. Institutional ;

1. Hospitali zation - including
laboratory and full range of
services and supplies con-

sidered to be necessary for
hospital treatment limited to

30 days per year except for
specified types of cases
requiring longer hospital care.

2. Nursing home care - including
physicians' services, 2 per
month per patient, and pre-
scribed drugs up to $5 per
month per patient.

B. Noninstitutional ;

1. Outpatient clinic services -

including drugs and appliances
prescribed by physicians
giving the service; generally
not to exceed 2 visits per
month with certain exceptions.

2. Remedial eye care services -

in office or in hospital.

3. Dental care

h. Transportation to receive
medical care and domicilary
care - for patients requiring
such care - while receiving
outpatient care and treatment
at an approved clinic.



IDAHO

Medical assistance for the aged ;

selected characteristics

Effective: July 1, 1961 Not yet approved

I. Financial eligibility

A. Income : From the applicant's figures,
his ordinary expenses and obligations,
including contractual payments, are
deducted from available cash income;
any excess is applied to the cost of
needed medical care, plus each month,

l/l2 of any savings and cash resources
above the amount of $2,000 and less

than $10,000,

B. Assets :

1. Real property - home property is

exempt from consideration as a

resource.

2. Personal property - a "popular
priced" car, personal possessions,
and cash value of life insurance
not to exceed $1,000.

All other savings and cash assets may
not exceed $10,000; with a designated
proportion of any such assets in excess
of $2,000 being considered available
for application to the cost of needed
medical care.

II. Medical care provided

A. Institutional :

1. Hospital! zation - limited to
days for each admission

for acute medical conditions,
acute complications of
chronic diseases, nonelective
surgery, contagious diseases,
or acute emergencies that are

a threat to life. Diagnostic
tests in the hospital are pro-
vided for up to $50 and
necessary physicians' and
surgeons' services.

2. Nursing home care - in
approved and licensed nursing
homes (service is removed
from OAA medical services and
placed in MAA, provisions
made for amounts for personal
needs of recipients without
income to meet such needs).

B. Noninstitutional :

Practitioners' services - home
or office calls limited to 2 per
month; visit to patient in
nursing home limited to 1 a
month; includes M.D., D.O.,
chiropractors, podiatrists.



NORTH DAKOTA

Proposed plan for medical assistance for the aged ;

selected characteristics

To be effective July 1, 1961 Not yet formally submitted

I. Financial eligibility II. Medical care to be provided

Income and property limitations are ex-

pressed in terms of resources to be disre-
garded as available to meet the costs of
medical care. Amounts in excess of the
limitations are to be applied to medical
expenses.

A. Income: For a single person, $1,200
per year; for a married couple, $1,800.
Amounts in excess are considered avail-
able to meet medical expenses.

B. Assets :

1. Real property - home not considered
available as a resource.

2. Personal property - not to exceed
$2,500 for a single individual or for

a married couple; and of this amount,
not more than $500 for a single in-
dividual or $1,000 for a couple shall
be in the form of cash or other
liquid assets. Household goods and
personal effects are exempt from
consideration as resources.

To be eligible for payment of medical
costs, the individual shall have paid
or obligated himself to pay $50 for
medical services received in the 12
months prior to application.

The applicant shall not have a child
or other legally responsible relative
of sufficient ability to provide
support to the individual.

"The scope of services to be provided
...is to be as broad as the Federal
act permits." State has a compre-
hensive scope of services now in the
categorical programs:

A. Institutional :

1. Hospital! zation - all recom-
mended by physician.

2. Nursing home care - as needed
by the recipient up to negoti-
ated rates based on type of
care needed and provided.

B. Noninstitutional :

1. Physicians' services - home,
office, nursing home; all
licensed practitioners.

2. Prescribed drugs

3. Nursing care in own home ,

dental services, X-ray ,

laboratory, and many other
services - as needed or as
prescribed by licensed
practitioner.



OREGON

Proposed plan for medical assistance for the aged :

selected characteristics

To be effective November 1, I96I Not yet approved

I. Financial, eligibility II. Medical care to be provided

A. Income ; Annual cash income for single
recipient, less than $1,500; for married
applicant, combined income of husband
and wife is less than $2,000. Where it
is not possible to determine the income
of an absent spouse, the applicant is
treated as a single person.

B. Assets :

1. Real property - home used by appli-
cant or legal dependents is exempt
(real property other than the home
is not mentioned).

2. Personal property - not to be con-
sidered as resources are: 1 automo-
bile, household furnishings, per-
sonal property holdings used in
earning a living, such as clothing,
tools, machinery, and other goods
and equipment necessary to the con-
tinuance of earning a livelihood.
Also exempt is cash surrender value
of life insurance held by the appli-
cant, not to exceed $1,000.

All other liquid assets shall be less
than $1,500 for a single person or
less than $2,000 for married couple.

Private medical insurance policies
may be utilized in payment of the
"deductibles" and must be utilized
to the fullest extent possible as an
"offset" before MAA benefits are pay-
able. MAA and partial benefits
supplement each other.

A. Institutional :

1. Hospitali zation - up to 9 days
per year to be paid at the
hospital's all-inclusive per
diem rate; patient pays first

$65 of hospital expense
incurred during the nine days.

2. Nursing home care - posthospital
cases, after at least 1 day of
hospital care; up to 32 addi-
tional days of care.

B. Noninstitutional :

1. Physicians' services - in
office, home, or outpatient
hospital, 8 visits per year
after first 2 paid by patient.

2. X-ray and laboratory services -

in physician' s office or hos-
pital outpatient facility,
8 "units of service" per year.
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SOUTH CAROLINA

Proposed plan for medical assistance for the aged ;

selected characteristics

To be effective July 1, 1961 Not yet formally submitted

I. Financial eligibility II. Medical care to be provided

Not yet reported. A. Institutional:

Hospitalization - for acute
illness or injury, limited to
kO days hospital care per fiscal
year.

B. Noninstitutional:

Outpatient care - limited to
specified diagnostic tests.

(State's present medical vendor
payment provisions for OAA consist
of hospital care with the same
limitations as above and nursing
home care following a period of
hospitalization and limited to 90
days unless necessary to extend it
for situations such as terminal
cancer or severe burns.)



TENNESSEE

Proposed plan for medical assistance for the aged :

selected characteristics

To be effective July 1, I96I Not yet formally submitted

I. Financial eligibility

A. Income : Annual income not to exceed
$1,000 for single person, or $2,000
for a couple.

B. Assets :

1. Real property - equity in all real
property owned by applicant cannot
exceed $5,000 and total real value
of such property cannot exceed
$7,000.

II. Medical care to be provided

A. Institutional :

Hospitalization - for acute ill-
ness or injury, limited to 10 days
per year.

B. Noninstitutional :

Drugs - essential life-saving
drugs for treatment of diabetes
and cardiac conditions.

2. Personal property - not to exceed
$1,000 for single person or $1,500
for a couple.



UTAH

Medical assistance for the aged :

selected characteristics

Effective: July 1, 196I Not yet approved

I. Financial eligibility II. Medical care provided

A. Income : For 1 person, not to exceed

$110 per month; for 2 persons, $170
per month; for 3 persons, $210 per
month

.

B. Assets :

1. Real property - home not to he
considered among resources.

2. Personal property - cash or liquid
assets for 1 person not to exceed

$1,000; for couple or family, $2,000;
excluded from consideration are
household goods and 1 automobile.

Total of all real and personal property
is not to exceed $10,000 in value.

A. Institutional :

Hospitali zation - not to exceed

30 days for any single admission;
the recipient is to pay the first

$50 of cost on each admission.

B. Noninstitutional :

Riysicians 1 services - home,
office, or hospital; no limit
on the number of visits, but
recipient must be responsible
for first $20 of such services
within each 90 day period;

deductible applies to physicians'
services or to outpatient care
in hospital clinic.
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This study has been issued by the Division
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Commissioner of Social Security. It 1 s designed
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FOREWORD

Proposals to add health benefits for beneficiaries aged

65 and over to the OASDI program have created an interest in

the data and methods used to develop actuarial cost estimates
in this new area.

It is the policy of the Division of the Actuary to make

its methods and procedures available to those interested. It

is our hope that this Study will provide, in a condensed form,

the information not readily available in other published reports.

Robert J. Myers
Chief Actuary
Social Security Administration

(iii) -





A. Introduction

This Study presents the long-range actuarial cost estimates for the
Health Insurance Benefits Bill, H.R. i+222, introduced by Congressman King
on February 15 (an identical bill, S. 909, was introduced by Senator Ander-
son on the same date). H.R. 4222 contains the recommendations for a health
insurance program under the Old-Age, Survivors, and Disability Insurance
system made by President Kennedy as part of his Message Transmitting Re-
commendations Relating to a Health Program (H. Doc. No. 85, 87th Cong.,

February 9> 196l).

This bill would provide a limited program of health benefits for
all persons who are (l) aged 65 and over, and (2) "entitled" to monthly
benefits under the OASDI system. The term "entitled" means that the in-

dividual meets all the statutory provisions governing eligibility for
monthly benefits (old-age, dependent, or survivor) and has filed an ap-
plication therefor (which may be concurrent with application for health
benefits). The term thus includes not only beneficiaries in current-pay-
ment status, but also those who are not drawing monthly benefits because
they are continuing their employment. The following health benefits would
be provided:

(a) 90 days of semi -private hospital care within a "benefit period",
with a deductible of $10 per day for the first 9 days (minimum
deductible of $20).

(b) 180 days of skilled-nursing-home services within a "benefit
period", when such services are furnished following transfer
from a hospital and are necessary for continued treatment of
a condition for which the individual was hospitalized.

(c) 2^0 home -health-service visits during a calendar year.

(d) Outpatient-hospital -diagnostic services in excess of a $20
deductible, for each diagnostic study.

There is an overall limit on hospitalization and nursing-home benefits in
that during any "benefit period" only 150 "units of service" can be used,
where such a "unit" consists of 1 day of hospitalization benefits or 2

days of nursing-home benefits. The term "benefit period" means the period
beginning with the first day that an individual receives hospitalization
benefits and ending with the last day of the first 90-day period thereafter
during which he has not been a patient in a hospital or a skilled nursing
home. The health benefits would first be available in October 19^2, except
for nursing-home benefits, which would first be available in July 19^5.

These benefits (and the accompanying administrative expenses) would
be financed, on a long-range basis, by (l) an increase in the combined em-
ployer-employee contribution rate of (effective in 1963); with a corre-
sponding increase of 3/^ 1x1 tlie rate for the self-employed, and (2) the



"gain" to the QASDI system resulting from increasing the maximum earnings
base from $4800 to $5000 (effective in 1962). The gain from increasing the
earnings base is estimated to be equivalent to the effect of a rise in the
combined employer-employee contribution rate of .1$ of payroll. This in-
come would be channelled into the Health Insurance Account of the Federal
Social Insurance Trust Fund, which would also include the existing OASI and
DI Trust Funds as two separate accounts.

This Study sets forth in Section B the basic data utilized, the as-
sumptions made, and the computation procedure. In Section C, the cost es-
timates are presented, along with discussion of changes made in them in
the past year. Finally, Section D outlines the problems involved in making
actuarial cost estimates for the proposal.
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B. Data, Assumptions, and Procedures

The various cost factors involved for each of the types of
benefits have been developed by the Division of the Actuary in collabo-
ration with the Division of Program Research. These factors have been
applied to the estimated numbers of OASDI eligibles, which are available
from the long-range actuarial cost estimates for the system. The latter
are summarized in the 21st Report of the Board of Trustees of the Federal
Old -Age and Survivors Insurance Trust Fund and the Federal Disability
Insurance Trust Fund, pages 27-32 and 51-kk (H.Doc. No. 60, 87th Congress,
January 18, 1961). The general assumptions and procedures for these
estimates are described in Actuarial Study No. k$ .

Factors Affecting Hospitalization-Benefit Costs

The elements affecting costs in each year may be itemized as

follows

:

(1) Number of eligible beneficiaries and their age -sex
composition;

(2) Rates of hospital admission;

(3) Average duration of hospitalization;

(k) Average daily per capita hospital charges; and

(5) Effect of maximum-duration and deductible provisions.

Hospitalization-benefit costs for various future years are obtained
by multiplying the estimated number of eligibles by a factor representing
the average annual per capita cost of hospitalization (after taking into
account any maximum-duration and deductible provisions). This is done
separately by sex and by age groups (65-69> 70-7^> and 75 and over, in
connection with the cost estimates for H.R. 1+222) since duration of
hospitalization varies significantly by age and sex. Likewise, the
age -sex composition of the eligible group will vary over the years. The
per capita hospitalization-cost factor is derived in relation to all
eligibles in the age-sex group, including those who are not hospitalized.

The per capita hospitalization-cost factor consists of two elements,
the average length (in days) of compensable hospitalization (considering
all eligibles, and including the effect of any deductible, as well as any
maximum-duration provisions) and the average daily cost of hospitalization
(including both room and board, and all other hospital services, averaged
out on a daily basis).
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Average Length of Hospitalization

First, considering the element of average length of hospitali-
zation, the basic procedure is to make the detailed calculations for
a 60-day maximum provision and then to modify the overall results for
differences in the provisions of the particular proposal. The basic
data are presented in Table 1, which shows hospital utilization rates
on both low-cost and high-cost bases. The "hospital utilization rate"
is defined as the average number of hospital days experienced per
person exposed to risk. In other words, they are the result obtained
by multiplying the proportion of persons experiencing hospitalization
by the average duration of hospitalization for those hospitalized.

The basic data are from the BOASI Survey of Beneficiaries, but
with modifications to recognize that the availability of benefits will
result in greater utilization than that reported in the Survey. In
addition, the basic data have been corrected to allow for hospitali-
zation of persons who died during the year, who of course would not be
reported in the Survey.

The corrections for the availability of hospitalization benefits
were made in the following manner (described in more detail on pages
77-78 of the Department's 1959 Hospitalization Report). For the high-
cost estimate, the admission rate was assumed to be the same as the
rate reported in the Survey for those with insurance (approximately

60^ higher than the reported rate for those without insurance). The
average duration of hospitalization was taken to be the same as that
reported in the Survey for those with insurance and those without
insurance combined (the average duration for the latter category was
about 50$ higher than for the former) ; this assumption is, of course,
a "conservative" one.

For the low-cost estimate, the hospital utilization rate was
obtained by weighting such rate for insured persons in the Survey by
the proportion of insured persons and by weighting such rate for those
in the Survey without insurance by the average hospital utilization
rate for all persons in the Survey (about 5$ higher than the actual
experience for the uninsured group). Also, an adjustment of the
hospital utilization rate was made for men aged 65-69 to reflect the
fact that utilization is substantially lower among employed persons
than among retired persons. In connection with the latter point, it
should be noted that the beneficiary group surveyed consisted of
retired persons; thus, making no such downward adjustment in the
high-cost estimate added an element of conservatism. Operating in
the other direction, however, is the factor that utilization of the

proposed health benefits by persons with insurance in the past may
be somewhat increased because of the greater protection available in

many instances (where the deductible does not have an offsetting effect).
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Table 1

HOSPITALIZATION UTILIZATION RATES FOR PERSONS AGED 65 AND OVER,
60-DAY MAXIMUM, AVERAGE DAYS PER PERSON PER YEAR

Low-Cost Estimate High-Cost Estimate
Before Cor- Correc- Cor- Before Cor- Correc- Cor-

Age rection for tion for rected rection for tion for rectec

Group Decedents Decedents Rate Decedents Decedents Rate

65-69 1.59

I

.34

ten

1.93 2.18 .43 2.61

70-74 1.66 .48 2.11* 2.01 .60 2.61

75 & over 2.44 .93 3.37 3.46 1.17 4.63

Women

65-69 1.59 .20 1.79 1.73 .25 1.98

70 -74 2.42 .31 2.73 2.65 .38 3.03

75 & over 2.53 .78 3.31 3.11 .97 4.08

Total2/

Total Persons

1.99 M 2.1+6 2.1+3 .58 3.01

a/ Obtained by weighting the rates by age and sex by the estimated OASDI
"eligible" population as of the beginning of I960.

Note ; The figures shown above for "corrected rates" are the same (except
for one correction) as those in the table on page 101 of the

Hospitalization Report of April 3> 1959> published by the House
Ways and Means Committee.



The assumptions in the low-cost estimate produce cost6 only
slightly above the Beneficiary Survey experience. This seems plausible
for the near-future. For the long-range future, this low-cost assump-
tion may be said to give recognition to the probable success of current
efforts for progressive patient care, for reductions in hospitalization
costs resulting from development of outpatient-hospital-diagnostic
facilities, and for progressive cost-reducing trends in medical practice.

As yet unpublished hospital utilization data from the National
Health Survey, for July 195& to June I960, have been used to develop
utilization rates comparable with those obtained from the Beneficiary
Survey data. In the aggregate, the hospital utilization rates derived
from the NHS data confirm those developed from the Beneficiary Survey
(used for the purposes of this Actuarial Study), being in fact somewhat
lower.

The hospital utilization rates derived from the Beneficiary
Survey, modified as described above to allow for the effect of benefits
being available as a right, must be corrected in respect to hospitali-
zation used by persons dying during the survey year, who would not have
been included in the Survey. For both cost estimates, this correction
was obtained for each age-sex group by applying to the estimated pro-
portion dying in a year an assumed average number of days of hospitali-
zation for decedents (8 days for the low-cost estimate and 10 days for
the high-cost estimate). As indicated by Table 1, the relative size
of this correction naturally varies considerably by age and sex. For
both cost estimates, the correction amounts to about 2*$ of the rate
derived from the Beneficiary Survey for all ages combined, but it is

as little as about 15$ for women aged 65-69 and. as much as 35$ for men
aged 75 and over. The absolute amount of the correction for decedents
averages .53 days for a cost estimate intermediate between the low-cost
and high-cost ones.

Since the basic work was completed on these cost estimates, there
has appeared a more extensive study on the general subject of correcting
hospital utilization rates derived from surveys so as to allow for de-
cedents ("Hospital Utilization in the Last Year of Life," Health Statis -

tics from the U.S. National Health Survey, Series D, No. 3> January 1961).
This report presented a preliminary study using data for the Middle
Atlantic states (New Jersey, New York, and Pennsylvania) for 1957* On
the whole, after modifications to obtain comparability, the results of
this survey agreed reasonably well with the adjustments made in the cost
estimates for the effect of the exclusion of decedents from the Benefi-
ciary Survey.

The NHS report showed that for persons aged 65 and over, the
unadjusted utilization rate was 1.67 days per person per year and that



the rate adjusted for decedents was 2.33 days-7 . This is a difference
of .66 days, or a relative increase of 39^ • The absolute correction
for decedents in the NHS report is somewhat higher than used in these
cost estimates (.53 days on the basis of the current age-sex distribu-
tion of the eligibles). The correction based on NHS data, however,
did not include the effect of a 60 -day maximum, which of course would
have the effect of reducing the absolute correction (in days) and also
the unadjusted utilization rate. Furthermore, it was derived from a
population that is somewhat older on the average than the present OASDI
"entitled" population which includes those who are not current benefici-
aries because of the retirement test)

.

The percentage increase due to this correction factor was higher
in the NHS report than in these cost estimates (39$ vs. 2U#) both because
of the foregoing two elements and because the increase was measured
against a lower unadjusted rate, computed solely on the basis of reported
experience of persons alive at date of interview (namely, 1.67 days in
the NHS report as compared with our 2.21 days). Current NHS statistics
on hospital utilization by the population alive at date of interview are
higher than formerly reported- -as a consequence of the improved data-
collection procedures now followed. Accordingly, when measured against
this higher base, the days used by decedents would raise the estimated
days used by all the aged (derived from the experience of survivors) by
a significantly lower amount than 39$> especially after further adjust-
ment for a 60-day limit and for age distribution.

As a further point of comparison between the NHS data and the
assumptions in these cost estimates, the average number of days of
hospitalization for decedents was 9*57 for the former, as against the
assumption here of 8 days for the low-cost estimate and 10 days for
the high-cost estimate.

A growing body of additional data on hospitalization experience
of persons aged 65 and over, subdivided by health-insurance ownership
and other relevant characteristics, is becoming available from the
National Health Survey. In some respects these findings are at variance
with those from the Beneficiary Survey, partly because of the later time
period and differing population groups represented, and partly because
of differences in survey techniques. Preliminary investigation indicates,
however, that on balance the present cost estimates would be little changed
if NHS data were substituted for corresponding Beneficiary Survey data.

1/ In Table 8 on page 11 of this report, the adjusted rate for persons
aged 65 and over is shown as 2,373 per 1,000 persons. Actually, it
should be 2,332 since it is derived by dividing the 5> 021,000 nights
of hospital care used by those alive (Table 6) plus the 1,976,000
nights used by those who died (Table 7) by the 3*000,000 persons in
the exposure (Table 6).
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The foregoing discussion has related to the derivation of

hospital utilization rates on the basis of a 60-day maximum provision.
It is assumed that such rates apply with equal accuracy whether the
maximum relates to a calendar year, a benefit year, or a benefit period
as defined in the proposal. Proceeding from those basic cost factors,
modifications have been made for proposals considered from time to time
in the past that have had different maximum -duration periods or that
introduced deductible periods (whether expressed in terms of the first
"n

n days of hospitalization, a flat dollar deductible regardless of
length of hospitalization, or a uniform dollar deductible for the first
"n" days of hospitalization).

The relative effect on cost factors of increasing the maximum
duration of benefits from 60 days to various other durations is as
follows: 90 days - 9f>; 120 days - 10j#; 180 days - 12ff>; and 560 days -

15$. Conversely, if the maximum duration is reduced from 60 days to
21 days, the cost will be lowered by 15$. These factors have been
derived from consideration of data from the National Health Survey and
from private insurance experiences.

In considering the effect of a deductible provision on hospitali-
zation-cost factors, it is necessary to have what is termed a hospitali-
zation continuance table applicable to the particular beneficiary group
involved. Such a table was derived from data in the National Health
Survey (Health Statistics , Series B, No. 7) and is shown in Table 2.

Average Daily Cost of Hospitalization

The second element in hospitalization-benefit cost factors is

the average daily cost (including both room and board and other hospi-
tal costs). The Hospitalization Report derived a figure of $21 a day
for persons aged 65 and over in 1956 (see pp. 79-80). This figure was
used as the basis for the long-range actuarial cost estimates made for
that Report, since all the actuarial cost estimates for the OASDI system
made at that time used the 1956 general earnings level. The figure,
however, was adjusted upward by lU^ (to $24) to take into account the
fact that, as of 1956, hospital charges had been increasing more rapidly
than the general wage level and would probably do so for at least a few
more years. The basis of this lU$ increase was the assumption that over
the next k or 5 years after 1956> hospital charges might increase at an

average rate of about 6# (perhaps 7-8# in the beginning and lessening
amounts thereafter) before an assumed leveling-off so as to have the

same rate of increase as the general wage level. Thus, during this

period, the "real increase" of hospital costs in relation to the general
wage level might begin at 3-U$ a year and then decline, so that a cumu-

lative relative increase of ikfji would precede the leveling-off at the

end of the 4-5 year period.
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The actuarial cost estimates for the I960 legislative proposals
in regard to health benefits were modified to reflect the 1959 earnings
level, but the hospitalization-benefit costs relative to payroll were
left unchanged. Thus, in essence, the assumption was made that, from
1956 to 1959, hospitalization costs increased more rapidly than the
change in covered earnings and would shortly "level off" (with equal
relative increases thereafter).

The average hospital-per-diem cost of $21 for 1956, used in the
Hospitalization Report, represented .851$ of the average annual taxable
wage of $21*67 in that year (on a $4200 base). This ratio is important
to consider when analysis is made of the current and projected future
relationships*

The current cost estimates for monthly benefits of the OASDI
system are based on the 1959 earnings level. The average hospital-
per=diem cost for persons aged 65 and over in 1959 was about $26, which
was .932$ of the average annual taxable wage of $2790 in that year (on

a $4600 base). This ratio is 10$ higher than the 1956 ratio.

The preceding analysis indicates that during 1956-59, hospital
costs rose 10$ more than the general wage level. This is almost as
much as the 14$ "leveling off factor previously assumed. Since this
"'leveling off" has not actually been achieved and apparently will not
be achieved in the next few years, on the basis of current trends, it
seems advisable to begin the cost-projection of hospitalization charges
from the 1959 base. Accordingly, the procedure has been adopted in the
present estimates for hospitalization benefits of providing for a 14$
increase in the current (1959) average hospital- per-diem cost for
persons aged 65 and over of $26—yielding a figure of $29.60—to allow
for future "leveling off" of the ratio of hospitalization costs to the
general wage level.

In other words, the adjustment factor used in the previous esti-
mates has been applied to reflect the assumption that the "leveling off"
period will be transferred and postponed until some time after the mid-
1960 So If this were the only change made, the hospitalization -benefit
costs as a percentage of payroll would remain unaffected. However, the
costs have been adjusted upward by an additional 10$ to reflect the
experience during 1956-59, when the expected trend toward a "leveling
off" did not occur.

Although the avi rage bospital=per =diem cost for persons aged. 65
and over for 1962 is estimated at about $32, this is not inconsistent
with the lower long-range assumption because the per-diem cost figure
used in the long-range estimates is relative to a lower general earnings
level (1959) than that estimated to prevail in 1962.

An analytical study was made as to the reasonableness of assuming

that after this 14$ relative increase, there would be a leveling-off as

between hospitalization costs and the general wage level. The data seemed
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to indicate that in the years since World War II, hospital daily costs

have been increasing in a linear manner (at a rate of about $1.60 per

year), and that wage rates have been increasing geometrically. Accord-

ingly, although in the recent past the difference between these two

trends series has been about 3-4$ per year, this seems to be declining

somewhat, and in about 5-10 years (after 1959) there might be a

"leveling-off with the aggregate relative difference being from
perhaps 10$ to 14$.

Intermediate-Cost Estimates for Hospitalization Benefits

As indicated previously, low-cost and high-cost factors were

developed for hospital utilization rates. An intermediate -cost estimate

is necessary for purposes of determining the financing basis of this

portion of the program. In order to arrive at such an estimate, the

low-cost and high-cost factors were averaged and applied to the inter-

mediate estimate of persons aged 65 and over who are entitled (or could
become entitled upon application) to monthly cash benefits under the

OASDI system. In considering the figures actually presented for the

intermediate -cost estimate, it should be kept in mind that a considerable
range of variation is possible. The spread from the intermediate -cost
estimate to the high-cost estimate (or to the low-cost estimate) is

approximately 15$ due to the hospitalization element alone, and perhaps
another 15$ due to the range of variation inherent in the basic OASDI
cost estimates.

Cost Estimates for SkiHed-Nursing-Home Benefits

It is very difficult to make estimates for skilled-nursing-home
benefits because currently such facilities are not uniformly available
in adequate amount in all sections of the country, and even more so

because there are a number of different concepts under which these bene-
fits might be operative or be utilized by the medical profession. At
the one extreme, such a benefit might be utilized almost entirely for
very limited convalescent care and be applicable to only a relatively
few cases. At the other extreme, the benefit might be utilized so

broadly as to provide care that emphasizes the long-term domiciliary
element far more than nursing care (naturally, both elements must be
present, but much importance hinges on the relative predominance of
one feature or the other). In fact, there is the question of whether
hospitalization will occur that, under present circumstances, would
not be considered necessary and proper, and whether nursing-home bene-
fits will be provided following these hospital stays.

The bill provides that skilled-nursing-home benefits shall be
available only upon transfer from a hospital and for further treatment
of the condition that resulted in the hospitalization. It is not possi-
ble to know from this written definition exactly what the actual admitting
and transferring practices may be. In the early years of operation, one
limitation on the costs for this benefit will, of course, be the limited
availability of qualifying facilities. In the long rum, however, this
cannot reasonably be regarded as a cost-control factor.
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In the Department' s 1959 Hospitalization Report, cost estimates
were made for a strictly administered "recuperative care only" skilled

-

nursing-home benefit (and also for much broader provisions) --see pages
83-84. The original cost estimates for this very limited benefit were
based on the experience of a few Blue Cross plans having such a benefit.
The available data suggested that there might be annual utilization of
10 days of such care per 100 beneficiaries protected by this type of
benefit. Since the average daily cost would be about $10, this would
mean an aggregate average cost of $1 per year per person aged 65 and
over entitled to monthly OASDI cash benefits.

Subsequent staff consideration of the skilled-nursing-home bene-
fits under the proposal have led to a reconsideration of the cost of
this benefit. Analysis has been made of the various elements involved
in the cost of this type of benefit, namely:

(1) Present number of skilled nursing home beds;

(2) Number of such beds that are acceptable according
to reasonable standards;

(3) Estimated needed beds;

(k) Proportion of beds occupied;

(5) Proportion of occupied beds used by aged persons;

(6) Proportion of the aged occupants of beds that consists
of OASDI beneficiaries;

(7) Proportion of occupants with duration less than 6 months;

(8) Proportion of occupants who entered the nursing home by
transfer from a hospital; and

(9) Average daily cost.

Use of the above data and analysis can produce a wide spread in

the cost estimates --both short-range and long-range. In the first full
year of operation, the cost would be relatively low because of lack of
facilities (since many of the existing beds would not be improved suf-

ficiently to meet the standards, and in many cases new facilities would
not yet be constructed) and because of lack of knowledge of the benefits
available. Accordingly, assuming generally wider coverage, the revised
estimate of the cost in the first full year of operation is $25 million
(as compared to the previous estimate of about $10 million). In the

next few years of operation, the cost would rise steadily as existing

facilities are improved and as new facilities are built to meet the

demand (and in recognition of the money available from the benefits).
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The long-range cost of these nursing-home benefits would be
higher than the early-year costs for a number of reasons --an increase

in the number of available beds to meet the demands, OASDI beneficiaries

being a larger proportion of the total population aged 65 and over, and

a greater utilization of the benefits available.

Consideration has been given to the various possibilities as to

nursing-home benefit costs, and a new intermediate estimate has been
developed. In making this higher estimate, it is recognized that part

of the cost arising for the skilled-nursing-home benefits, when more
widely utilized, will be an offset to the cost for hospitalization
benefits. In the present estimates, it is assumed that this offset
represents 25$ of the cost of the skilled-nursing-home benefits.

Co6t Estimates for Home -Health-Service Benefits

The original estimates for home -health -service benefits were based
on an assumed annual cost of $1 per eligible beneficiary. This assump-
tion was based on such limited experience with this benefit as was availa-
ble, taking into account also the limited general availability of such
services at present. For the foregoing reason, it is likely that this
is the cost that will develop in the early years of operation of the

program. In later years, however, it seems reasonable to assume that
this type of service will become generally available throughout the
country, since there will be the money to pay for it.

A recent study made by the Kansas Blue Cross and Blue Shield
indicates that for persons aged 65 and over, the annual per capita cost
was a3 most $6. Over the long-range for the country as a whole, it seems
that this is a much better figure to use than the previous figure of $1.

If there are significant expenditures for home -health-service
benefits, this should mean somewhat lower hospitalization and skilled-
nursing-home benefit costs. In fact, in cases where a person would
otherwise be in the hospital but i6 instead receiving the much less
expensive home-health services, there would actually be a net savings
in cost to the program, or in other words the program would cost less
because of the inclusion of this type of benefit. It is believed,
however, that any such savings will be more than offset by the home-
health services being made available to people who would not otherwise
be in hospitals or skilled nursing homes. Nonetheless, with the
availability of these home-health services on an expanded national
basis, there should be some offset taken against the hospitalization -

benefit costs that would otherwise occur if there were no home-health-
service benefits. This adjustment has been taken as of the esti-
mated cost for home -health-service benefits.

Cost Estimates for Outpatient-Hospital-Diagnostic -Services Benefits

The cost estimate for the outpatient-hospital -diagnostic -services
benefits was first made on the basis that there would be no deductible.
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Relatively little experience is available in regard to the cost of this
benefit for a group consisting of persons aged 65 and over. Such Blue
Cross and insurance company experience as there is seems to indicate
that the annual cost per capita will be about $7.50 (spread over the
total protected population and not merely among those who will use
this benefit).

From a cost standpoint, the effect of a $20 deductible for each
diagnostic study (note that it is not an annual deductible) will be
significant. This deductible provision will reduce the aggregate cost
by an estimated 80$, since most of the charges for these services will
be relatively small amounts, such as $10 for an X-ray. The number of
claims will also he reduced by about 80# by the deductible provision,
and thus a considerable amount of the administrative costs otherwise
involved in paying a large number of small claims will be eliminated.
The relative magnitude of the reduction arising from a deductible tends
to be verified by a study of the actual charges of hospital outpatients
covered under group insurance policies (see "A Reinvestigation of Group
Hospital Expense Experience" by S. W. Gingery in Transactions, Society
of Actuaries, Vol. XII, 1961, which gives data on such claims by size
intervals )

.

Estimated Administrative Expenses

It is assumed that the administrative expenses that will be
chargeable to the Health Insurance Account for processing the health-
benefit claims and for a pro-rata share of the cost of maintaining the
earnings records and collecting the contributions will represent 5$ of
the benefit disbursements. This figure is comparable with the relative
administrative costs of the most efficiently-run Blue Cross plans. The
latter frequently have substantial administrative costs that would not
arise in connection with health benefits under OASDI—such as those for
selling individual enrollments, collection of health insurance contri-
butions alone, and maintenance of the rolls of insured persons solely
for purposes of health insurance. The administrative expenses for the

proposed health benefits that are chargeable to the Health Insurance
Account do not, of course, include the administrative expenses of the
hospitals and other health agencies supplying the benefits, which are
included as part of the benefit disbursements. Also not included are
the record-keeping and tax-payment expenses incurred by employers in

connection with the OASDI program.
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C. Results of Cost Estimates

Long-range actuarial cost estimates made at about the time the

hill was introduced indicated that the benefits provided (and the ac-
companying administrative expenses) would be exactly financed, on a
long-range basis, by the two sources of revenue to the Health Insurance

Account. These two sources are an increase of in the combined em-
ployer-employee contribution rate (and a corresponding increase of 3/^
for the self-employed), effective in 1963, and the net "gain" to the

OASDI system resulting from increasing the maximum annual earnings base

from $4800 to $5000, effective in 1962. The latter "gain" is estimated

to be equivalent, over the long run, to the effect of a rise in the com-

bined employer -employee contribution rate of .1$. The bill provides

that the equivalent of this level contribution rate is to be continuously
appropriated to the Health Insurance Account.

As indicated in the previous section, the original estimates have
been revised somewhat, as a result of the continuous process of study
and investigation of all factors involved in the actuarial cost estimates.
In particular, this reexamination was focused on the three "subsidiary"
benefits (i.e., other than hospitalization benefits), which are less im-
portant cost-wise. The revised estimates for these benefits also include
certain partially offsetting reductions in hospitalization-benefit costs,

as discussed previously.

Furthermore, the estimates presented here take into account
the enactment of the Social Security Amendments of 1961 (P.L. 87°
6k), which affect the health-benefits proposal because of the lib-
eralization in the fully-insured status provisions of the OASDI
system. This change makes about 100,000 additional beneficiaries
aged 65 and over eligible in the first year of operation, and some-
what larger numbers in the next few years. Ultimately, however,
there is no effect (because the maximum requirement of ho quarters
of coverage continues to apply in the same way that it did before
the enactment of that legislation). Accordingly, the 1961 Amend-
ments have a slight effect on estimated outgo for health benefits
in the early years of operation, but no effect on costs in later
years so that the effect on the level -premium cost is negligible.
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The following table shows the original and revised estimates of
the level -premium costs -' of the various types of benefits (plus ad-
ministrative expenses):

Original Revised
Type of Benefit Estimate Estimate

Hospitalization .56* .52^*
Skilled-Nursing-Home .01 .08
Home -Health .01 .05
Outpatient-Hospital -Diagnostic .02 .01

Total .60 .66

After offset for reduced cost because of availability and use of
skilled-nursing-home and home-health benefits.

As will be seen from these figures, the income of .60$ of payroll on a
level -premium basis would be just sufficient to finance the benefits on
a long-range basis according to the original intermediate cost estimate,
but would fall about 10$ short relatively according to the revised
figures.

The outgo for benefit payments and accompanying administrative
expenses in the first 12 months of operation for each of the four types
of benefits, taking into account the actual price and earnings -level sit-
uation (rather than the long-range assumptions in these respects), are
shown in the following table for the revised cost estimates:

Amount Percent of
Type of Benefit (millions) Payroll

Hospitalization $1,015 Mb
Skilled-Nursing-Home 25 .01

Home -Health 10 .OOU
Outpatient-Hospital -Diagnostic 10 .004

Total $1,060 .146$

2/ The level -premium cost is the average long-range cost, based on dis
counting at 5*02$ interest, relative to effective taxable payroll
(which is the total earnings of all covered workers reduced to take
into account both the maximum taxable earnings base and the lower
contribution rate for the self-employed as compared with the com-
bined employer-employee rate so that, in effect, only ^>/k of the
earnings of the self-employed within the maximum base are counted).
For more details on this concept, see Section E of Actuarial Study
No. 49 . In this Study, the term "payroll" is used to denote the
effective taxable payroll.
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Next, there may be considered the additional income and outgo
picture, by fiscal years, for the entire OASDI system, including the

proposed health-benefits program. The following table gives these
data for the next four fiscal years (in millions):

Additional Income to System Additional
Fiscal From Rise From Earnings Outgo of
Year in Tax Rate Base Change* System

1962 — $h0

1963 $hlk 325 $660
1964 1,125 hlO 1,065
1965 1,156 h20 1,100

* Includes additional income from change in earnings base applicable
to the rise in combined employer-employee rate.

In considering the above figures, it should be noted that the additional
income from the earnings -base change is the total of such income and not
merely that portion of it which is assigned to the Health Insurance
Account as being the quivalent of an increase of .1$ in the combined
employer-employee contribution rate. Also, it should be noted that the
outgo includes the relatively small amount of additional cash benefits
that will arise from increasing the earnings base—practically nothing
in 1962, about $2 million in 1963, about $5 million in 1964, and about
$10 million in 1965 (in the future such amounts will grow steadily).

The estimated income and outgo of the Health Insurance Account
for the next four fiscal years is as follows (in millions):

Allocation to Health
Insurance Account Outgo from

Fiscal
Year

From %f>

Rise in
Tax Rate

From Earn-
ings Base
Change* Total

Health
Insurance
Account

1962 $40 $40
1963 $4lU 221 635 $658
1964 1,125 225 1,350 1,060
1965 1,156 231 1,387 1,090

Includes additional income from change in earnings base applicable to
the rise in combined employer-employee rate.

Table 3 presents the estimated progress of the Health Insurance
Account by calendar years, according to the intermediate -cost estimate,
carried out into the long-range future. The early-year figures (1962-65)
represent what is actually anticipated on the basis of expected future
earnings levels and medical -care costs; by 1970 these are merged with
the long-range cost estimates, which assume 1959 price and wage conditions.
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Table 5

ESTIMATED PROGRESS OF HEALTH INSURANCE ACCOUNT UNDER H.R. 4222,

INTERMEDIATE-COST ESTIMATE
(in millions)

Calendar
Year

Contributions
Allocated

1962 $180
1965 1,150
1964 1,565
1965 1,595

1970 1,5^
1975 1,677
1980 1,805
1990 2,096
2000 2,^56

Benefit Payments and Interest on Account at
Administrative Expenses Account^/ End of Year

$152 — $28
1,062 $2 118
1,098 8 595
1,15^ 17 671

1,561 61 1,974
1,557 89 5,102
1,805 115 5,872
2,508 117 3,898.,
2,640 77 2,515^

a/ Based on varying interest rate estimated to be earned by OASDI Trust
Funds, ultimately leveling off at 5»02# on total assets (5*10$ on
invested assets).

b/ Fund exhausted in year 2017

•

- 18 -



The benefit cost in the early years (including also adminis-
trative expenses) is significantly lower than the level -premium cost
and, conversely, higher eventually. This is the result of the rela-
tively more rapid rise in the number of persons aged 65 and over en-
titled to monthly cash benefits than is the case for the covered-
worker population. In the first full calendar year of operations,

1963, the cost is estimated at .M5$ of payroll, and by 1970 it is

• 53$» The average cost for the first 10 full calendar years of op-
eration, 1963-72, is .50$ of payroll. The cost as a percentage of
payroll gradually rises after 1970; by 1980 it is .60$, and ulti-
mately it rises to somewhat more than 3A$»

The Account builds up slowly in the first few years because
the benefits are made effective so rapidly and because the income
has a certain lag due to the delay in collecting tax payments result-
ing from general legislative provisions. Thus, in both 1962 and 19^3^
income and outgo are virtually in balance—in fact, the former exceeds
the latter by only about 10$ relatively.

In the next few years after 19^3^ however, income to the Account
is some 25$ in excess of outgo so that a moderate fund builds up, and by
1965 it is almost $700 million. Income continues to exceed outgo
in the following years since the covered population increases almost
as rapidly as the beneficiary roll. In fact, it is not until about 20

years from now that outgo for benefits and administrative expenses is

estimated to exceed the contributions allocated to this Account. It

will, of course, be remembered that this is the intermediate -cost es-
timate and, accordingly, that high-cost experience would not show such
favorable developments, while low-cost experience would show more fa-
vorable developments.

The Account is estimated to reach $2.0 billion by the end of
1970 and $3.9 billion in 1980. Thereafter, interest earnings continue
to augment the growth of the Account so that it reaches a level of
about $4.1 billion in 1985, but declines slowly thereafter (because
the beneficiary roll eventually grows more rapidly than the covered
population).
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D. Problems Involved in Cost Estimates for Health Benefits

Long-range actuarial cost estimates, by their very nature, can
present the general range of costs but cannot be a precise forecast of
future experience. This fact has been taken into consideration in the
cost estimates for the Old-Age, Survivors, and Disability Insurance
program over the quarter century of its operation. From time to time
the assumptions underlying the actuarial cost estimates have been
revised to take into account later available data and indications of
trends. The cost estimates for the proposed health benefits program
are subject to similar revisions.

There is a somewhat greater relative range of probable costs
for the proposed health benefits than for the OASDI monthly cash bene-
fits portion of the program, which has been functioning for more than
20 years. Not only is there incomplete data available on some of the
various cost aspects and factors underlying the proposed health bene-
fits as they would be provided under a social insurance system, but
also service benefits quite obviously do not have costs as readily
determinable as cash benefits that are directly related to covered
earnings. But it should be recognized that, similarly, when the
present OASDI cash benefits program was inaugurated in 1935 > little
was known about many of the factors entering into the actuarial cost
estimates. Then, as now, assumptions had to be made on the basis of
the data available, using the best possible actuarial judgment.

From a cost standpoint, the major benefit in the bill is the
provision of hospital care. A great amount of data is available in

regard to hospitalization experience of aged persons. Principal
sources include the 1957 Beneficiary Survey made by the Bureau of

Old-Age and Survivors Insurance, the continuing investigations made
by the National Health Survey of the Public Health Service, and the

experience of various insuring organizations such as the Blue Cross
and private insurance companies. Much of this information has previ-
ously been summarized in "Hospitalization Insurance for OASDI Bene-
ficiaries," a Report Submitted to the Committee on Ways and Means of

the House of Representatives by the Secretary of Health, Education,
and Welfare on April 3, 1959 • Nonetheless, precise estimates are not
possible because of such unknowns as the extent of hospital utiliza-
tion by persons who have not had insurance in the past, but who would
have benefit coverage under the provisions of the bill.

Another major difficulty in making cost estimates for hospitali-
zation benefits is the extent to which hospital costs will rise in the

future. The long-range actuarial cost estimates for the OASDI system
have always assumed that earnings would be level in the future—for

reasons that are described in detail elsewhere (see Actuarial Study
No. ^9 , page 8, and the Report of the Committee on Ways and Means of

the House of Representatives on the Social Security Amendments of 1961,

H.Rept. No. 216, 87th Cong., April 7, 1961, pp. 1^-16). This assumption
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means that benefit costs relative to payroll will not be affected by
any rising-earnings trend that may develop, because the benefit
structure (including the maximum earnings base that is creditable
toward benefits and that is subject to contributions) is assumed to
be adjusted to keep pace with the rising earnings.

When earnings levels have increased in the past (increasing
both benefit outgo and tax income—the latter more than the former,
because of the weighted benefit formula), this factor has been recog-
nized in subsequent cost estimates. Any resulting net reduction in
cost has been made available for the financing of the program, includ-
ing proposed benefit liberalizations. Liberalizations financed entirely
in this manner merely keep the system up to date.

In considering the hospitalization-benefit costs in conjunction
with a level -earnings assumption for the future, it is sufficient for
the purposes of long-range cost estimates merely to analyze possible
future trends in hospitalization costs relative to earnings. Accord-
ingly, 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 much more
rapidly than earnings, with the differential being in the neighborhood
of 5^ or k$ per year.

One of the uncertainties in cost estimates for hospitalization
benefits, then, is how long and to what extent this tendency will con-
tinue in the future. Some factors to consider are the relatively low
wages of hospital employees (which have been rapidly "catching up" with
the general level of wages and obviously may be expected to "catch up"
at some future date, 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 con-
nection with the latter factor, there are possible counterbalancing
items in that the higher costs involved for more refined and extensive
treatments may be offset by better general health conditions, the
development of out-of-hospital facilities, shorter durations of hospi-
talization, and less expense for subsequent curative treatments as a
result of preventive measures.

The other three benefits provided by the bill would have a far
lower relative cost than the hospitalization benefit (assuming that
the types of services provided by the different facilities remain
approximately the same as at present). Accordingly, even relatively
large variations in the cost estimates for these benefits would have
much less effect on the overall costs of the proposal. Although these
services (skilled-nursing-home care following hospitalization,
outpatient-hospital-diagnosis, and home -health-visits) are now being
extensively provided in a number of areas, comparatively little data
is available in regard to their cost for aged persons, when provided
in the manner set out by the bill.
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In many instances, these three types of benefits are not currently
available because of lack of facilities (or inadequate or insufficient
facilities). This is especially true in regard to home-health services
and outpatient-hospital-diagnostic services, and is to some extent the
case as to skilled-nursing-home benefits. Accordingly, the early-year
costs for these benefits v1 11 be relatively low. The long-range costs,
however, are determined on the assumption that sufficient, adequate
facilities will be available to supply the benefits provided.

Another important factor in connection with the actuarial analysis
of proposals for various types of health benefits is their cost-inter-
relationship. For example, if hospitalization benefits were provided,
but skilled-nursing-home care were not, there would tend to be more
utilization of the hospitalization benefits because an individual would
be more likely to stay longer in a hospital (at little or no cost to
him) rather than to enter a skilled-nursing home operating at lower
cost, but with the full amount to be paid by him. Similarly, if there
were no outpatient-hospital -diagnostic benefits provided in the bill,
and if there were no deductible in the hospitalization benefits, there
would be a financial incentive for an individual to enter a hospital
(with resulting higher cost) to obtain these services without cost to
fa im o

Likewise, the availability of home-health services can reduce
hospitalization-benefit costs in certain cases. Otherwise, an individual
might enter a hospital or stay in it longer if in doing so there were
less cost to him personally than in obtaining home -health services. On

the other hand, the home-health services when available will also
undoubtedly be utilized by many persons who would not otherwise have
been in hospitals. In the same way, the presence (or absence) of a
deductible provision for one benefit can influence not only total cost,

but also the costs of other types of benefit.
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87th Congress ) HOUSE OF REPRESENTATIVES j Document
2d Session \ (No. 347

HEALTH PROGRAM

MESSAGE
FEOM

THE PRESIDENT OF THE UNITED STATES

RELATIVE TO

A HEALTH PROGRAM

Febbuabt 27, 1962.—Referred to the Committee of the Whole House on the

State of the Union and ordered to be printed

To the Congress oj the United States:

The basic resource of a nation is its people. Its strength can be no
greater than the health and vitality of its population. Preventable
sickness, disability, and physical or mental incapacity are matters
of both individual and national concern.
We can take justifiable pride in our achievements in the field of

medicine. We stand among the select company of nations for whom
fear of the great epidemic plagues is long past ; our life expectancy has
already reached the Biblical 3 score and 10 ;

and, unlike so many less

fortunate peoples of the world, we need not struggle for mere survival.

But measured against our capacity and capability in the fields of health
and medical care, measured against the scope of the problems that
remain and the opportunities to be seized, this Nation still falls far

short of its responsibility.

Many thousands needlessly suffer from infectious diseases for which
preventive measures are available. We are still 10th among the
nations of the world in our infant mortality rate. Prolonged and
costly illness in later years robs too many of our older citizens of pride,

purpose, and savings. In many communities the treatment of the
mentally ill and the mentally retarded is totally inadequate. And
there are increasingly severe shortages of skilled personnel in all the
vital health professions.

Basically, health care is a responsibility of individuals and families,

of communities and voluntary agencies, of local and State govern-
ments. But the Federal Government shares this responsibility by

72011



2 HEALTH PROGRAM

providing leadership, guidance, and support in areas of national
concern. And the Congress last year recognized this responsibility
in important ways.

PROGRESS DURING 1961

Our States and communities have responded quickly and with im-
pressive vigor to the invitation to cooperative action extended by the
Community Health Services and Facilities Act passed by the Congress
and signed into law only 4 months ago. As a result, better care for
the chronically ill and the aged will soon be available in many parts
of the Nation, both inside and outside the hospitals and other
institutions in this program.

There is also visible progress in the effort to control water pollution,
resulting from the expanded legislation passed by the Congress in

1961. Last year construction was begun on more waste treatment
plants than ever before in our history—30 percent above the calendar
year 1960 level.

There were, in addition, other important forward thrusts taken,
with Federal help, in the protection of our Nation's health. Medical
research advanced at an accelerated pace, We are now better
equipped than ever before to evaluate and deal with radiation perils.

The incidence of polio has been reduced to the lowest levels ever
recorded. We have engaged our most talented doctors and scientists

in an intensified search for the cause and cure of cancer, heart disease,

mental illness, mental retardation, environmental health problems, and
other serious health hazards.

But, of the four basic improvements in the Federal health program
I recommended to the Congress last year, two urgent needs—health
insurance for the aged and assistance to education for the health
professions-—have not yet been met. The passage of time has only
served to increase their urgency; and I repeat those requests today,
along with other needed improvements.

I. HEALTH INSURANCE FOR THE AGED

Our social insurance system today guards against nearly every
major financial setback: retirement, death, disabflity, and unemploy-
ment. But it does not protect our older citizens against the hardships
of prolonged and expensive illness. Under our social security system,
a retired person receives cash benefits to help meet the basic cost of

food, shelter, and clothing—benefits to which he is entitled by reason
of the contributions he made during his working years. They permit
him to live in dignity and with independence, but only if a serious

illness does not overtake him.
For, compared to the rest of us, our older citizens go to the hospital

more often, they have more days of illness, and their stays in the

hospital are thus more costly. But both their income and the propor-

tion of their hospital bill covered by private insurance are, in most
cases, substantially lower than those of younger persons.

Private health insurance has made notable advances in recent years.

But older people, who need it most but can afford it least, are still

unable to pay the high premiums made necessary by their dispropor-

tionately heavy use of health care services and facilities, if eligibility

requirements are to be low and the scope of benefits broad. Today,
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only about half of our aged population has any health insurance of

any kind, and most of these have insufficient coverage.

To be sure, welfare assistance, and Federal legislation to help the

needy or "medically indigent," will provide health services in some
instances, but this kind of help is not only less appealing, coupled as

it is with a means test, it reaches very few of those who are not eligible

for public assistance but are still not able to afford the care they need.

I therefore recommend again the enactment of a health insurance
program for the elderly under the social security system. By this

means the cost of health services in later years can be spread over the
working years, and every worker can face the future with pride and
confidence. This program, of course, would not interfere in any way
with the freedom of choice of doctor, hospital, or nurse. It would not
specify in any way the kind of medical or health care or treatment to

be provided. But it would establish a means to pay for the following
minimum levels of protection:

First. Inpatient hospital expenses for up to 90 days, in excess of $10
per day for the first 9 days (with a minimum payment by each person
of $20), and full costs for the remaining 81 days.

Second. The cost of nursing home services up to 180 days immedi-
ately after discharge from a hospital. By providing nursing home
care for twice as long as that in the hospital, the patient is encouraged
to use the less expensive facilities when these will satisfy his re-

quirements.
Third. The cost of hospital outpatient clinic diagnostic services in

excess of $20. These benefits will reduce the need for hospital admis-
sions and encourage early diagnosis.

Fourth. The cost of community visiting nurse services, and related

home health services, for a limited number of visits. These will

enable many older people to receive proper health care in their own
homes.

It should be emphasized that we are discussing a gap in our self-

financed, contributory social insurance system. These are all insur-

ance benefits which will be available to everyone over 65 who is

eligible for social security or railroad retirement benefits. They
would be entirely self-financed by an increase in social security con-
tributions of one-quarter of 1 percent each on employers and employees,
and by an increase in the maximum earnings base from $4,800 a year
to $5,200 a year. No burden on the general revenues is involved.
I am not unmindful of the fact, however, that none of our social

insurance systems is universal in its coverage, and that direct pay-
ments may be necessary to provide help to those not covered for

health insurance by social security. But the two problems should
not be confused—and those who nave never made any contribution
toward the system should not be regarded as in the same category
as those who have—and because a minority lacks the protection of

social security is no reason to deny additional self-financed benefits

to the great majority which it covers.

II. HEALTH PROFESSIONS PERSONNEL

The Nation's health depends on the availability and efficient use of
highly trained and skilled professional people. These people are in

very short supply. Unless we take steps to train more physicians
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and more dentists, the promise of modern medicine cannot be fully

realized.

In an earlier message this year, I repeated my recommendation for

Federal aid for the construction and expansion of schools of medicine,
osteopathy, dentistry, and public health, and for helping talented but
needy students pursue their professional education. I recommended:
(1) A 10-year program of grants to plan and construct such profes-

sional schools in order to increase the Nation's training capacity;
and (2) a program of Federal scholarship aid for talented students in

need of financial assistance, plus cost-of-education payments to the
schools.

The urgency of this proposal cannot be repeated too often. It

takes time to construct new facilities and many years for doctors to

be trained. A young man entering college this fall will not be ready
to start his practice until 1972—and even later if he plans to enter a
speciality. The costs of construction and operation are mounting.
Only six schools of medicine have been opened in the last decade;
and the number of graduates has risen only 15 percent. Over the

same period, student applications to medical schools have declined

sharply. Our ratio of active physicians to population is less today
than it was 10 years ago, and growing worse, and in the next 10 years

we shall need to expand existing medical and dental school facilities,

and to construct 20 new medical and 20 new dental schools.

We must also provide financial help to talented but needy students.

I have previously expressed concern over the fact that medicine is

increasingly attracting only the sons and daughters of high income
families—43 percent of the students in our Nation's medical schools in

1959 came from the 12 percent of the U.S. families with an annual
income of $10,000 or more.
A survey has shown that 4 years in medical school cost each student

of the 1959 graduating class an average of $11,600. More than
half of them had to borrow substantial sums to complete their educa-
tion, and one-third of the group had an average debt of $5,000.

Many of these students still have from 1 to 7 years of additional

professional training, at low stipends, still facing them. Obviously
further loans and further debts are not the answer.

Also, modern health care is extremely complex. It demands the

services of a skilled and diversified team of specialists and technical

personnel.

But there are shortages in almost every category, and the shortages
are particularly severe m nursing. Last year I authorized the Surgeon
General of the Public Health Service to set up a consultant group on
nursing, and a comprehensive study of this field is well underway.
I expect to receive their report in the near future.

III. IMMUNIZATION

There is no longer any reason why American children should suffer

from polio, diphtheria, whooping cough, or tetanus—diseases which
can cause death or serious consequences throughout a lifetime, which
can be prevented, but which still prevail in too many cases.

I am asking the American people to join in a nationwide vaccination
program to stamp out these four diseases, encouraging all communities
to immunize both children and adults, keep them immunized, and
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plan for the routine immunization of children yet to be born. To
assist the States and local communities in this effort over the next 3

years, I am proposing legislation authorizing a program of Federal
assistance. This program would cover the full cost of vaccines for

all children under 5 years of age. It would also assist in meeting
the cost of organizing the vaccination drives begun during this period,

and the cost of extra personnel needed for certain special tasks.

In addition, the legislation provides continuing authority to permit
a similar attack on other infectious diseases which may become sus-

ceptible of practical eradication as a result of new vaccines or other
preventive agents. Success in this effort will require the whole-
hearted assistance of the medical and public health professions, and
a sustained nationwide health education effort.

IV. HEALTH RESEARCH

The development of these immunization techniques was made pos-
sible by medical research, just as it has made possible the new drugs,

surgical techniques, and other treatments which have virtually con-
quered many of the leading killers of a generation ago—tuberculosis,

pneumonia, rheumatic fever, and many others.

But conquest of the infectious diseases, by increasing our lifespan,

has made us more vulnerable to cancer, heart disease, and other long-

term illnesses. Today, two persons die from heart disease and cancer
in the United States every minute. Last year, more than 1 million

Americans fell victim to these merciless diseases.

They are not merely diseases of old age. Cancer leads all other
diseases as the cause of death in children under age 15. Of the 10
million Americans who suffer from heart disease, more than half of

them are in their most productive years, between 25 and 64.

Fortunately, medical research, supported to an increasing degree
over the past 15 years by the Federal Government, is achieving
exciting breakthroughs against both cancer and heart disease as well

as on many other fronts. We can now save one out of every three

victims of cancer, compared to only one out of four saved less than
a decade ago. Our nationwide cancer chemotherapy program is

saving many children and adults who would have been considered
hopeless cases only a few years ago. And advances in heart surgery
have restored to productive lives many thousands, while full preven-
tion of many forms of heart disease seems increasingly within our
reach.
We must, therefore, continue to stimulate this flow of inventive

ideas by supporting medical research along a very broad front. I

have proposed substantially increased funds for the National Insti-

tutes of Health for 1963, particularly for research project grants, and
the training of specialists in mental health. Expenditures by the
Institutes in 1963 are estimated to exceed $740 million, an increase

of more than $100 million from the current year and a fourfold increase

in the last 5 years. I am also renewing my recommendation that the
current limitation on payment of indirect costs by the National
Institutes of Health in connection with research grants to universities

and other institutions be removed.
In keeping with the broadening horizons of medical research, I

again recommend the establishment of a new Institute for Child
Health and Human Development within the National Institutes of
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Health. Legislation to create this new Institute was introduced in the
last session of Congress.
We look to such an Institute for a full-scale attack on the unsolved

afflictions of childhood. It would explore prenatal influences, mental
retardation, the effect of nutrition on growth, and other basic facts

needed to equip a child for a healthy, happy life. It would, in addi-
tion, stimulate imaginative research into the health problems of the
whole person throughout his entire lifespan—from infancy to the
health problems of aging.

As a parallel action I am requesting authorization for contracts
and cooperative arrangements for research related to maternal and
child health and crippled children's services. This legislation, in-

troduced in the last session of Congress, would strengthen the pro-
grams of the Children's Bureau in these areas, and foster effective

coordination between the research activities of this Bureau and those
of the proposed new Institute.

I also recommend that the present Division of General Medical
Sciences at the National Institutes of Health be given the status and
title of an institute. This program supports fundamental research
in biology and other sciences, and strengthens the research capabilities

of universities and other institutions.

Last year, Congress enacted legislation temporarily extending and
expanding the program of Federal matching grants for the construc-
tion of health research facilities. This program has been very suc-

cessful and it should be further extended.

In these and other endeavors, including our new National Library of

Medicine, we must take steps to accelerate the flow of scientific com-
munication. The accumulation of knowledge is of little avail if it

is not brought within reach of those who can use it. Faster and more
complete communication from sciertist to scientist is needed, so that

their research efforts reinforce and complement each other; from
researcher to practicing physician, so that new knowledge can save
lives as swiftly as possible: and from the health professions to the
public, so that people may act to protect their own health.

V. MENTAL HEALTH

While we have treated the physically ill with sympathy, our society

has all too often rejected the mentally ill, consigning them to huge
custodial institutions away from the heart of the medical community.
But more recently, the signs of progress toward enlightened treatment
have been increasing. The discovery and widespread use of tran-

quilizing drugs over the past 6 years has resulted in an unprecedented
reduction of 32,000 patients in the census of our State mental hospitals.

But one-half of our hospital beds are still occupied by the mentally
ill; and hundreds of thousands of sufferers and their families are still

virtually without hope for progress.

I want to take this opportunity to express my approval, and offer

Federal cooperation, for the action of the Governors of the 50 States

at a special national Governors' conference called last November.
In accepting the challenge of the report of the Joint Commission on
Mental Illness and Health, they pledged a greater State effort, both
to transfer treatment of the majority of mental patients from isolated

institutions to modern psychiatric facilities in the heart of the com-
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muoity, and to provide more intensive treatment for hospitalized

patients in State institutions.

But this problem cuts across State lines. Since the enactment in

1946 of the National Mental Health Act, the Federal Government
has provided substantial assistance for the support of psychiatric re-

search, training of personnel, and community mental health programs.
The Government is currently spending over $1 bilhon annually for

mental health activities and benefits. The National Institute of

Mental Health alone will use approximately $100 million this year.

Approximately $350 milhon is budgeted by Federal agencies for the
care of the mentally ill; over $500 million is spent annually in the
form of pensions and compensation for veterans with neuropsychiatric
disorders; and additional sums for similar benefits are paid by the
social security and other Federal disability programs.
But far more needs to be done. Adequate care requires a supply

of well-trained personnel, working both in and out of mental hospitals.

In 1946, there were only 500 psychiatric outpatient clinics in the
Nation. Today, there are more than 1,500. More than 500,000
people received treatment in these clinics last year. We are making
progress, but the total effort is still far short of the need. It will re-

quire still further Federal, State, and local cooperation and assistance.

I have directed the Secretary of Health, Education, and Welfare,
the Secretary of Labor, and the Administrator of Veterans' Affairs,

with the assistance of the Council of Economic Advisers and the
Bureau of the Budget, to review the recommendations of the Joint
Commission on Mental Illness and Health and to develop appropriate
courses of action for the Federal Government. They have been in-

structed to consider such questions as the desirable alinement of re-

sponsibility among Federal, State, and local agencies and private groups

;

the channels through which Federal activities should be directed; the
rate of expansion possible in the light of trained manpower avail-

abilities; and the balance which should be maintained between insti-

tutional and noninstitutional programs.
Meanwhile, we must continue our vigorous support of research to

learn more about the causes and treatment of mental illness. We
must train many more mental health personnel. We must continue
to strengthen treatment programs for Federal beneficiaries through
our many existing Federal institutions, including St. Elizabeths
Hospital. And I nave recommended added funds for the National
Institute of Mental Health to increase its program for the training of

professional mental health workers and physicians.

VI. MENTAL RETARDATION

The nature and extent of mental retardation is often misunderstood.
It is frequently confused with mental illness. While mental illness

disables after a period of normal development, mental retardation is

usually either present at birth or underway during childhood. It is

not a disease but a symptom of a disease, an injury, or some obscure
failure of development. It refers to a lack of intellectual ability,

resulting from arrested mental development, and manifesting itself in

poor learning, inadequate social adjustment, and delayed achievement.
Its causes are many and obscure. We are encouraged with each new
discovery, but present knowledge of this condition is still so frag-
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mentary that its prevention and cure will require continued and per-

sistent research over an extended period of time. The present limita-

tions of knowledge make diagnosis extremely difficult, particularly

since it involves the very young. And a major obstacle to progress
is the lack of personnel trained in the special skills required to work
effectively with the mentally retarded.

Thus, in spite of the progress made in recent years, mental retarda-

tion remains one of our most serious health and education problems.
Approximately 5 million people in the United States are mentally
retarded; and each year more than 126,000 more babies are born who
will suffer from this tragic affliction.

I have asked the Panel on Mental Retardation which I appointed
last year to appraise the adequacies of existing programs and the
possibilities for greater utilization of current knowledge. It will

review and make recommendations with regard to (1) the personnel
necessary to develop and apply new knowledge; (2) promising avenues
of investigation, and the means to support and encourage research

along these lines; and (3) improvement and extension of present
programs of treatment, education, and rehabilitation.

I expect the Panel's report before the end of this year; and we should
then be ready for the next phase of the attack upon this problem.
I am confident that the work of this Panel will help us chart the path
toward our ultimate goal of preventing this tragic condition.

VII. TOWARD A MORE HEALTHY ENVIRONMENT

There is an increasing gap in our knowledge of the impact upon our
health of the many new chemical compounds and physical and
biological factors introduced daily into our environment. Every year
400 to 500 new chemicals come into use. Many of them will improve
the public health. Others, regardless of every safeguard, present
potential hazards. Each year there are 2 million new cases of intesti-

nal disease. Hepatitis is at an alltime high. We need to apply
additional protection against every new hazard resulting from con-
tamination of the air we breathe or the water we drink.

As I already mentioned, the water pollution control legislation

passed by the Congress last year has permitted us to step up our
efforts to purify our water. We should make a similarly accelerated

effort in parallel fields. I am therefore recommending:
1. Legislation to strengthen the Federal effort to prevent air

pollution, a growing and serious problem in many areas. Fresh air

cannot be piped into the cities, nor can it be stored for future use.

Our only protection is to prevent pollution.

Under the existing Air Pollution Act, the Federal Government is

conducting badly needed research on the biological effects of air

pollution; developing improved methods for identifying, measuring,
analyzing, and controlling pollution ; and working with State and local

officials to accelerate necessary control programs.
I recommend that the Congress enact legislation to provide

—

(a) authority for an adequate research program on the causes,

effects, and control of air pollution,

(b) project grants and technical assistance to State and local air

pollution control agencies to assist in the development and ini-

tiation or improvement of programs to safeguard the quality of

air, and
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(c) authority to conduct studies and hold public conferences

concerning any air pollution problem of interstate nature or of

significance to communities in different parts of the Nation.

Legislation along these lines has already passed the Senate, and I

urge final favorable action in this Congress.
2. In order to provide a central focal point for nationwide activities

in the control of air pollution, water pollution, radiation hazards, and
occupational hazards, I recommend the establishment of a National
Environmental Health Center. This center will serve as the base

laboratory for research and training activities, and as headquarters for

Public Health Service personnel concerned with health hazards in the

environment. It will facilitate regular and frequent collaboration

between Public Health Service scientists and those with whom they
should consult in other Federal agencies. The center will serve also

to encourage closer cooperation with industrial research and control

groups, with universities and private foundations, and with State and
local agencies.

3. Finally, I have recommended an increase in the appropriations

for the study and control of water and air pollution and for research

into protection against radiation peril.

VIII. ENCOURAGEMENT OF GROUP PRACTICE

Akin- to the problem of increasing our overall supply of professional

and technical health personnel is the problem of making more effective

use of the personnel we already have. Experience in many communi-
ties has proven the value of group medical and dental practice, where
general practitioners and medical specialists voluntarily join to pool

their professional skills, to use common facilities and personnel, and
to offer comprehensive health services to their patients. Group prac-
tice offers great promise of improving the quality of medical care, of

achieving significant economies and conveniences to physician and
patient alike, and of facilitating a wider and better distribution of the
available supply of scarce personnel.
A major obstacle to the development of group practice, however,

particularly in our smaller communities, is a lack of the specialized

facilities needed. I therefore recommend legislation which will au-
thorize a 5-year program of Federal loans for construction and equip-
ment of group practice medical and dental facilities, with priority
being given to facilities in smaller communities and to those sponsored
by nonprofit or cooperative organizations.

IX. HEALTH OF DOMESTIC AGRICULTURAL MIGRANT WORKERS

Domestic agricultural migrants and their families, numbering al-

most 1 million persons, have unmet health needs far greater than those
of the general population. Their poor health not only affects their
own lives and opportunities, but it is a threat to the members of the
permanent communities through which they migrate. ""The poverty
of these migrants, their lack of health knowledge, and their physical
isolation and mobility, all tend to limit their access to community
health services. To help improve their health conditions, I recom-
mend, in addition to expanding the special Public Health Service ac-
tivities directed to them, the enactment of legislation to encourage
the States to provide facilities and services for migrant workers.
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X. PUBLIC HEALTH SERVICE REORGANIZATION

Changes in recent years have greatly increased the responsibilities

of the Public Health Service. Some major organizational changes are
necessary in order to help this agency carry out its vital tasks more
effectively. I will shortly forward to the Congress a proposal which
will make these reorganizational changes possible. It will permit more
effective administration of community health programs and those deal-
ing with the health hazards of the environment.

Other Health Goals

The struggle for improved health is never ending. While we are
pressing new attacks in sectors of past neglect and present urgency, we
must continue to advance along the entire front.

Healthjacilities construction.—I have asked the Secretary of Health,
Education, and Welfare to review the program of federally aided
medical facility construction, to evaluate its accomplishments and
future course. Through the Federal support provided by this very
successful program, general medical care facilities have been con-
structed in most of the areas of greatest need. There are, however,
large and urgent unmet requirements for facilities to provide long-term
care, especially for the elderly, and short-term mental care at the
community level. In addition, a growing number of existing urban
hospitals require modernization so that they may continue to serve
the needs of the people dependent upon them.

Health of merchant seamen.—Over the past several years funds for

the operation of the Public Health Service hospitals have been sub-
stantially increased to improve the quality of medical care for mer-
chant seamen and other beneficiaries. A start has also been made on
enabling these hospitals to conduct medical research. I have directed

the Secretary of Health, Education, and Welfare to develop a plan for

providing more readily accessible hospital care for seamen and for

improving the physical facilities of those Public Health Service hos-
pitals which are needed to provide such care.

Physical fitness.—The foundation of good health is laid in early

life. Yet large numbers do not receive necessary health care as

infants and schoolchildren. The alarming rate of correctable health

defects among selective service registrants highlights the problem.
In all 50 States there has been a gratifying response to my call of last

year for vigorous programs for the physical development of our youth.
Pilot projects stimulated by the President's Council on Youth Fitness

proved that basic programs, within the reach of every school, can
produce dramatic results. Our children must have an opportunity
for physical development as well as for intellectual growth. Our
increased national emphasis on physical fitness, based on daily

vigorous activity and sound nutritional and health practices, should
and will be continued.

International health.—Finally, it is imperative that we help fufill

the health needs and expectations of less-developed nations, who
look to us as a source of hope and strength in fighting their staggering

problems of disease and hunger. Mutual efforts toward attaining

better health will help create mutual understanding. Our foreign

assistance program must make maximum use of the medical and other

health resources, skills, and experience of our Nation in helping these
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nations advance their own knowledge and skill. We should, in

addition, explore every possibility for scientific exchange and collab-

oration between our medical scientists and those of other nations

—

programs which are of benefit to all who participate and to all

mankind.
Conclusion

Good health is a prerequisite to the enjoyment of "pursuit of

happiness." Whenever the miracles of modern medicine are beyond
the reach of any group of Americans, for whatever reason—economic,
geographic, occupational, or other—we must find a way to meet
their needs and fulfill their hopes. For one true measure of a nation is

its success in fulfilling the promise of a better life for each of its mem-
bers. Let this be the measure of our Nation.

John F. Kennedy.
The White House, February 27, 1962.

o
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Mr. KING of California. Mr. Speaker,
no one is more aware than a Member of
the Congress of the right enjoyed by
all Americans to oppose legislation they
believe will be disadvantageous to their
own interests or the best interests of
our country; however, I believe we
would also agree that opposition to any
proposal should be based on fact or at
least on reasonable assumption.

I am submitting today for inclusion
in the Record my response to the Amer-
ican Medical Association's testimony be-
fore the Committee on Ways and Means
on my bill, H.R. 4222, to provide health
insurance for the aged under the social
security insurance system. But first I

would like to place the AMA's criticisms
of the proposal in proper perspective

—

in the perspective of some of the many
other humanitarian programs the AMA
has bitterly criticized and vigorously
opposed through the years, in order that
each Member may determine for him-
self just how unenlightened and incom-
patible with the obvious need of the
people of our country the AMA's opposi-
tion continues to be.

It is a revealing anomaly that the
hierarchy of the American Medical As-
sociation, after having, through their
powerfully effective tactics over the
years, deprived the members they rep-
resent and their dependents of the priv-
ilege of being covered under social secu-
rity, despite the desires of many, if not
the majority, of their members for
coverage, still has the effrontery to
dictate from the sidelines the rules of
the game for all others, and especially
when one realizes that traditionally doc-
tors and their families enjoy the profes-
sional courtesy of free medical services.

In opposing the health-insurance-
for-the-aged bill, the AMA emphasizes
its support of voluntary methods and
grant-in-aid programs for the indigent
and medically indigent. The AMA has
in the past, however, strongly opposed
such programs. It seems that the AMA
supports voluntary and grant-in-aid
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programs only since these have become
so widely accepted that opposition is ob-
viously futile, and only when they can
be offered as alternatives to a current
proposal that the AMA opposes.

The American Medical Association
has a long history of opposition to Gov-
ernment programs that advance public
welfare, and it is apparent that it has
not raised the level of its tactics in op-
posing the King-Anderson bill in spite

of its resounding lack of success in op-
posing a number of such forward-look-
ing measures over the years, such as:

First. The social security program:
In 1939 it was denounced by the AMA
as "a definite step 'toward either com-
munism or totalitarianism," and in 1949
they continued to express their opposi-
tion stating "so-called social security is

in fact a compulsory socialistic tax
which has not provided satisfactory in-
surance protection for individuals where
it has been tried but, instead, has served
as the entering wedge for establishment
of a socialistic form of government con-
trol over the lives and fortunes of the
people."

Second. Opposition to extension of
social security benefits to the perma-
nently and totally disabled at age 50.

The American Medical Association tes-
tified "To initiate a Federal disability

program would represent another step
toward wholesale nationalization of
medical care and the socialization of the
practice of medicine" and cited this pro-
gram, which is in its sixth year of suc-
cessful operation, as constituting "a seri-

ous threat to American medicine" and at
"incalculable cost to the public." The
incalculable cost to the public which the
AMA foresaw has been so moderate that
the Congress in 1960 found it possible to
eliminate the eligibility limitation at age
50 and provide for those eligible at any
age without an increase in social security
taxes.

Third. Opposition to elimination of
the means test in the crippled children's
program, declaring it to be "a socialistic

regulation."

Fourth. Early opposition to voluntary
health insurance. In December 1949 the
Journal of the American Hospital Asso-
ciation commented editorially that "it

is a sad fact that through the 1930's and
early 1940's, the American Medical As-

sociation did not believe in voluntary
sickness insurance, did almost every-
thing possible to prevent its develop-
ment."

Fifth. Labeling of old-age and unem-
ployment insurance as representing "a
weakening of national caliber, a definite

step toward either communism or totali-

tarianism."

Sixth. Opposition to Federal grants
for maternal and child welfare pro-
grams.

There were even medical opponents to

the Red Cross blood bank plan, stating:

The allotment of blood and its products
by the American Red Cross should ultimately
lead to the effect of having the Red Cross
practice medicine. The transition from this

arrangement to State medicine could be-
come an imminent danger

The AMA now enthusiastically en-
dorses Kerr-Mills legislation which au-
thorizes Federal-State programs of

medical assistance for the aged financed
through grants-in-aid. However, it op-
posed Federal grants-in-aid in the
health field when they were first es-

tablished. The House of Delegates of
the AMA on more than one occasion
adopted resolutions which disapproved
the Sheppard-Towner Act, the original

grants-in-aid program granting Federal
funds to State health agencies to re-

duce the death rate among mothers ana
children. AMA opposition was not
against this act alone but against any
such grant program. A 1930 resolution

said in part:
The House of Delegates of the American

Medical Association condemns as unsound in

policy, wasteful and extravagant, unproduc-
tive of results and tending to promote Com-
munism, the Federal subsidy system estab-
lished by the Sheppard-Towner Maternity
and Infancy Act and protests against the re-

vival of that system in any form (Digest of
Official Actions, 1846-1958, American Medi-
cal Association, p. 92)

.

The house of delegates also denounced
the Sheppard-Towner Act as

:

A form of bureaucratic interference with
the sacred rights of the American home (96
Congressional Record 13914).

In like manner, the AMA, which now
sings the praises of voluntary health in-

surance, adopted a resolution in 1933

condemning voluntary and compulsory
insurance or tax supported programs as
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equally bad. Their resolution said in

part:

The organization of groups around hospi-
tals or otherwise, supported by a voluntary
or compulsory insurance or taxation, as rec-

ommended by the majority report of the
Committee on the Costs of Medical Care
would be inimical to the best interests of

all concerned. (Digest of Official Actions,

p. 314.)

Moreover, the AMA has not only op-
posed voluntary prepaid health insur-

ance plans, but has disciplined physi-
cians who participated in now well-ac-
cepted plans it did not approve. An au-
thoritative Yale Law Journal article

published in 1954 carefully documents
disciplinary measures that have been
used against such physicians—including
the withholding or withdrawing of med-
ical society membership and the denial

of hospital staff privileges—63 Yale Law
Journal, 988-996, May 1934. Such ac-
tions have not ceased.
In 1934 the house of delegates of the

AMA adopted a principle intended to

prevent the public from organizing vol-

untary plans for health insurance. To
be approved the voluntary plan—not
just the practice of medical care under
the plan—had to be controlled by the
medical profession, and restraints were
imposed on physicians affiliating with
nonapproved plans. Such physicians
were faced with expulsion from medi-
cal societies and with exclusion from
hospital privileges. Group Health As-
sociation, a nonprofit pi-epaid medical
plan in Washington, D.C., had to fight

its case in the courts for 6 years before
the U.S. Supreme Court unanimously up-
held a lower court conviction of the
AMA and its local medical society for

violation of the antitrust laws because of

such actions against physicians—317
U.S. 519. AMA opposition to voluntary
prepaid medical plans also resulted in

State legislation which barred the estab-
lishment of medical service prepayment
plans except when approved by medical
associations. In many States this has
made the establishment of new group-
practice prepayment arrangements im-
possible.

Mr. Speaker, while I am referring to
the States, I would like to remind the
House that a resolution was adopted by
the Governors' conference on June 29,

1960, urging the enactment of legislation

providing a health insurance plan for
the aged under the framework of the
old-age and survivors and disability in-
surance system. This resolution was
endorsed by the Governors of 30 States

—

Alabama, Alaska, Arizona, Arkansas,
California, Colorado, Connecticut, Flor-
ida, Kansas, Kentucky, Maine, Massa-
chusetts, Michigan, Minnesota, Missouri,
Montana, Nebraska, Nevada, New Jersey,
New Mexico, New York, Ohio, Oklahoma,
Rhode Island, South Dakota, Tennessee,
Texas, Vermont, Washington, and Wis-
consin. Hearings before the Committee
on Finance, U.S. Senate, on H.R. 12580,
86th Congress, 2d session, page 161. The
Governors of two additional States

—

Illinois and Indiana—indicated their
support of this approach in 1961. See
hearings before the Committee on Ways
and Means, House of Representatives,
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on H.R. 4222, 87th Congress, 1st session,

volume 4, page 1795.

The AMA's history of past opposition
to voluntary health insurance and to
grants-in-aid for health purposes is the
proper setting in which to consider the
association's present opposition to health
insurance for the aged.
On August 2, 1961, representatives of

the AMA testified before the Committee
on Ways and Means in opposition to

H.R. 4222, the bill which would provide
health insurance for aged beneficiaries

under the social security and railroad
retirement programs. At that time the
committee had no opportunity before
the oral testimony was presented to
examine the more than 100 pages of

testimony that the AMA submitted for
the record. I have since explored the
contents of the material submitted for
the record. Closer examination has
borne out my earlier reaction to the
AMA testimony—it is filled with gross
misrepresentations. It is difficult to be-
lieve these documents are advanced in
the name of American medicine. They
substitute debating tricks for a serious
discussion of serious issues. They are
the exact opposite of what one has the
right to expect of a scientifically oriented
profession. And all of this is even more
shocking when we realize that it is done
in an effort to malign a proposal which
would have virtually no effect on physi-
cians or medical practices. I am im-
pelled to reply in detail.

It is not my purpose in this response
to detract in any way from the great
achievements of American medicine in

the area of health care. I have the
greatest respect for the individual doctor
who practices his great profession for the
relief of human suffering. My purpose
is to show that the AMA's interpreta-
tions of legislative language, statistics,

the nature of social insurance, and many
other aspects of the problem of financing
health care for the aged are completely
erroneous and designed to mislead. My
purpose is to show that the AMA has not
been objective or honest in its presenta-
tion. I am sure that the ordinary doctor
who will follow this testimony and my
comments through will turn with revul-
sion from this performance of the asso-
ciation which speaks in his name.
For these reasons I have prepared a

section-by-section rebuttal of the state-
ment submitted on behalf of the AMA by
Dr. Leonard W. Larson, president. Ref-
erences are to pages in the original state-
ment—in the printed hearings this state-
ment appears on pages 1315-1404, with
the original page numbers below the text.

COMMENTS ON THE STATEMENT SUBMITTED FOR
THE RECORD BY THE AMERICAN MEDICAL AS-
SOCIATION

COMMENTS ON SECTION I DESCRIPTION OF AMA
AND ITS POSITION ON H.R. 4222, 87TH CON-
GRESS

The specific points mentioned by the
AMA in this general presentation of its

position are expanded in other sections
of the statement and I will deal with each
point in commenting on the following
sections. The only item I will discuss
here is the AMA's objection to levying
social security taxes for health insurance

for the aged on the ground that the aged,
with few exceptions—Federal employees,
wards of the governments, members of
the uniformed services, and veterans dis-
abled in service—have no special claim
on the Federal Government unless they
have satisfied a means test. (Page 2.)

This single statement presents a strik-
ing illustration of the basic difference
between the AMA and most of the rest
of us, for this statement indicates that
in the view of the AMA old-age, sur-
vivors, and disability insurance is un-
desirable. The AMA takes the position
that Government should not act to pro-
mote the general welfare of the people
of this country except in cases where
the individual is subjected to a means
test and can prove that he can no longer
pay his own way. Following this theory,
the AMA would oppose not only the
old-age, survivors, and disability insur-
ance program but virtually all other
Government-established benefit pro-
grams that assist the people in this

country without first subjecting them
to a means test. Thus, such programs
as unemployment compensation and
workmen's compensation would be un-
justifiable if the AMA theory of Govern-
ment were followed. Similarly, the FHA
home loan program, the Federal deposit
insurance program, and many more
would have to be abandoned, or modified
beyond recognition. Our Nation would
indeed be in a sorry plight if we were
to accept the pronouncement of Dr.
Annis, at the beginning of his testimony,
that the AMA's position is representa-
tive of what Americans want, and if we
were to wipe such legislation off the
statute books.

COMMENTS ON SECTION II SPECIFIC OBJECTIONS
TO H.R. 4222

In section H of the statement, the
American Medical Association alleges

that the bill provides "blanket authori-
zation for the Federal Government to

control the providers of services." (Page
5.) The "proof" of the allegation is that
the Secretary would be permitted to do
what is "specifically provided" in the law.

This exercise in logic—in which a statu-

tory limitation to do only what is "spe-
cifically provided" becomes a "blanket
authorization" to exercise power without
limit—illustrates clearly the AMA's ap-
proach to the problem: the approach of

a calculated attempt to distort the
meaning of the bill. In an effort to sup-
port this distortion, reference is made
to the provision in H.R. 4222 which states

that the Secretary of Health, Educa-
tion, and Welfare would be empowered
to set "such other conditions of partici-

pation—as the Secretary may find neces-

sary in the interest of health and safety

of individuals who are furnished serv-

ices by or in such institution." (Page 5.)

This provision, the AMA says, "provides

the means by which Federal officials can
regiment and control all providers of the

services covered." (Page 5.)

How strange this argument. I cannot
believe that the individual doctors this

association claims to represent have the

same feelings about the conditions in

the bill—the conditions that preclude
participation by institutions that are
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firetraps or present other serious haz-
ards to the safety or health of their

patients. I cannot believe that the "wit-

nesses who testified here representing

the American Medical Association are

unfamiliar with the valuable and fully

accepted activities of the Government
in regard to the Food and Drug Act,

water pollution safeguards, and the

many other areas in which the health of

our citizens is safeguarded. These wit-

nesses do not cite a single instance of

regimentation, or even an attempt at

regimentation, of the health professions,

in all of the Government's protection of

the public health. What reason is there

to assume that the Government would
now quite suddenly adopt arbitrary
methods? In attacking the eligibility

conditions in the bill, I can only believe

that the AMA is deliberately trying to

frighten the uninitiated and the unin-
formed. My conviction is borne out by
the testimony presented to this com-
mittee by the representatives of the
American Hospital Association—the as-
sociation of the very same providers of

service about which the AMA expresses
such grave concern.

Dr. Prank S. Groner, the president of
the American Hospital Association, was
questioned by me about this very same
provision in the bill. M^- question, and
Mr. Groner's response, is part of the
record of these hearings. Because the
AMA chooses to ignore facts and play on
fears in order to gain its ends, I want
to repeat that question and answer. I

asked Mr. Groner the following: "Your
organization in previous testimony be-
fore this committee has stated that rea-
sonable criteria are necessary to deter-
mine the eligibility of hospitals to par-
ticipate. Are the criteria in this bill

reasonable?"
Mr. Groner's response—the response

of the Amercan Hospital Association

—

was a clear and unequivocal "Yes, sir."

Later, when I asked Mr. Groner if there
were any changes that he would suggest
in any of the provisions in the bill, he
did not suggest one single change in the
conditions that providers must meet in
order to participate. This demonstrates
beyond a shadow of a doubt what the
conditions of eligibility really constitute,
namely, a description of those compo-
nents of institutional and home health
care which are essential to the safety
and well-being of our older people.
These conditions have not only been
thoroughly reviewed and approved by
distinguished representatives of the
American Hospital Association, but the
association stands squarely behind the
inclusion of these eligibility conditions
in any legislation that may be enacted
The hospitals, which, unlike the doctors,
are major providers of service under the
bill, would hardly encourage the reten-
tion of these standards if, in fact, the
standards could be used—as the AMA
charges—as the means by which Federal
officials can regiment and control all

providers of the services covered.
Let me say where these conditions

came from and why they are so easily ac-
cepted by the American Hospital Asso-
ciation. Every condition save two is part
of the requirements an institution must

632084—83231

meet even to be considered a hospital
by the American Hospital Association.

The remaining two are : First, the health
and safety requirement, which must be
met for accreditation according to stand-
ards set jointly by representatives of

the American Hospital Association,
American Medical Association, Ameri-
can College of Surgeons, and the Amer-
ican College of Physicians; and second,
the utilization committee requirement,
which the American Hospital Associa-
tion has proposed for inclusion as part
of these accreditation requirements.
The AMA asserts that, "it is axiomatic

that the Federal Government tends to

control what it subsidizes." (Page 5.)

It subsidizes the building of hospitals and
nursing homes under the Hill-Burton
program. Does it already control hos-
pitals and nursing homes? Perhaps the
AMA should have fought harder than it

did against the Hill-Burton and similar
programs if the axiom is an axiom, not a
conundrum to test how many are smart
enough to find the error of logic.

The AMA also bases its allegations
that the program would result in regi-
mentation and Federal control on the
fact that payment for services would be
on the basis of reasonable costs. (Page
9.) Yet, this is the basis which the
American Hospital Association, in its

"Principles of Reimbursement for Hos-
pital Care," proposes and which has
proved successful in application by Blue
Cross and a multitude of State and Fed-
eral Government programs. Provision
for reimbursement by Government on
the basis of reasonable cost has never
had any such effects as the AMA says it

would have in this instance.
The AMA also attaches implications

of Government control to the require-
ments that hospitals maintain "ade-
quate medical records" and establish by-
laws for their medical staff. (Page 10.)

The AMA implies that the Secretary
might misuse authority by requiring
medical records to be too "adequate."
The AMA knows that medical records
are required for accreditation because a
medical history is essential for proper
treatment of the patient. The AMA also
knows that clearcut guides have been de-
veloped for purposes of accreditation as
to what constitute adequate medical
records. The AMA knows that the Sec-
retary would have authority under the
bill to accept accreditation of an insti-

tution as evidence that the requirements
are met and that Secretary Ribicoff has
said, in his testimony before this com-
mittee, that he would do so. Instead of
recognizing these facts, the AMA anal-
ogizes medical records to business rec-
ords. (Page 11.) Either its experts are
feigning ignorance in this matter to mis-
lead, or the experts on medical care did
not participate in writing this statement
but some other kind of expert in some
field foreign to medicine was employed
for the purpose.
The existence of bylaws for the medi-

cal staff is a requirement the American
Hospital Association uses to determine
whether an institution is a hospital

—

it must have a medical staff which is

organized under bylaws so that there is

some expectation that the medical staff

will participate in running the hospital.

I presume that objection to this provi-
sion must have resulted from the fact
that this section of the paper was writ-
ten by someone ignorant of the back-
ground—not by a competent physician
or hospital expert.
The AMA further suggests that it is

wrong to require nursing homes to pro-
vide 24-hour nursing service because
some nursing homes would be excluded
from participation under the bill. (Page
12.) But this can hardly be regarded as
a reasonable suggestion. After all, the
point of the bill is protection against
health costs and it is the provision of
nursing services that distinguished nurs-
ing homes from domiciliary care. Hous-
ing is intended to be taken care of by the
cash benefit. If every institution—in-
cluding a hotel—could be considered a
nursing home, the H.R. 4222 costs might
be as high as the AMA says. The inten-
tion is to cover only health care costs

when the care is provided by facilities

able to render health care services. In
some places such institutions are in

short supply, but paying boarding home
bills instead will not remedy the scarcity.

Other administration proposals such as

H.R. 4999, Health Professions Educa-
tional Act of 1961, and H.R. 4998, Com-
munity Health Services Act of 1961, will

help to remedy this scarcity as will the
payments under H.R. 4222 towards the
operating costs of the needed facilities.

The AMA by its very description of the
scarcity of proper health facilities re-
buts its own allegations that without
this bill the aged are getting the care
they need.

All this talk of arbitrary control by
Government is just scare technique.
The Government needs the willing

agreement and cooperation of the hos-
pitals in the plan. The Government is

prepared to deal responsibly and fairly

with them. It is nonsense to think that
the Government could deal arbitrarily

with the providers of services, ignore
their just demands, and ignore the ad-
vice of the statutory advisory council
provided in the bill.

Section II of the AMA statement also

criticizes the assertion that only a rel-

atively few physicians would be affected

by the bill. To support their conten-
tion that this assertion is not correct,

the AMA says that the bill "involves
the services, and the provision of serv-

ices of at least 50,000 physicians." (Page
6.)

This figure is grossly misleading. The
AMA statement itself recognizes that
the vast majority—almost 38,000—of the
50,000 "physicians" referred to are in-

terns, few of whom are licensed as phy-
sicians, and residents-in-training. In-
terns are salaried employees of hospitals
completing a necessary part of their

professional education without which
they are not fully prepared to assume the
responsibilities of a physician. Resi-
dents-in-training are also salaried em-
ployees who are training for the practice

of specialties and subspecialties, includ-
ing general practice.

The practice that would be followed
under the administration bill would be
to pay the hospital, in which the intern
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is finishing his education, the reasonable

cost of the services which the hospital

undertakes to provide, including the

services of the intern. This is fully in

accord with the "Principles of Payment
for Hospital Care," developed and ap-
proved by the American Hospital As-
sociation as a guide to hospitals and to

agencies which contract to purchase
hospital care. The pertinent principle

reads as follows:

In determining "full cost," a reasonable

amount for medical, nursing and other edu-
cation not reimbursed through tuition,

scholarships, grants, or other community
contributions is a legitimate inclusion in

the interest of continuing to upgrade
quality of service to the community. The
community should assist ultimately in the

support of such educational programs.

Under the bill, the cost incurred in

providing services to aged beneficiaries

would also include the cost of ancillary

services such as diagnostic X-ray, lab-

oratory tests and anesthesia, which to

an extent involve the services of li-

censed physicians. These services are

covered only if furnished through hos-
pitals as part of the hospital services.

The AMA claims to be apprehensive
about the consequences that might ensue
if hospitals are paid on a "reasonable
cost" basis. (Page 9.) Is it not strange,

however, that the AMA is more worried
than the organization representing those

whose pocketbooks are affected by the

method of payment? It is true that the

American Hospital Association has ex-

pressed mild reservations about the
shades of interpretation which might be
placed on the word "reasonable." Unlike
the AMA, however, in the course of testi-

mony before this committee, they said

they believe that this is something
which can be worked out without diffi-

culty to the mutual satisfaction of hos-

pitals and Government.
This section of the AMA statement

also indulges in an extraordinary exhibi-

tion of self-contradiction—all on the

same page. It says in ope paragraph
that the provision in the bill which limits

nursing home benefits to conditions for

which people have been hospitalized and
provides the benefits only after admis-
sion from a hospital "will result in a
vastly increased demand for—hospital

facilities. This portion of the bill is not
a deterrent to overuse of hospitals, but
an engraved invitation to overuse them.
It is an invitation that would be accepted
by large numbers of people whose health

care does not require hospitalization."

(Page 8.) Only six paragraphs later, in

criticizing the requirement that hospitals

and nursing homes have the utilization

committees which would provide a group
review of experience by physicians in a
given hospital in order to prevent over-

utilization, the statement says:

The physician is best quali§ed to Judge
how iU 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. Is it wise to subject his

judgment to the critical review of a group?
(Page 8.)

Thus, on the one hand, they say that
physicians—who are the only ones who
can get an individual into a hospital

—

would be unable to prevent unnecessary

hospital admissions in order to qualify
for nursing home benefits, and, on the
other hand, they say there would be no
need to review the physician's decision
when he does admit patients to the hos-
pital. I leave it to the AMA to choose
the horn of the dilemma it prefers. If

the AMA expects an increase in unnec-
essary hospital utilization it must sub-
scribe to the view that physicians are
either collaborating with their patients
in unethical practices or are unable to
make proper medical judgments. The
AMA cannot gainsay the fact that hos-
pital admissions are controlled by physi-
cians. Indeed, the AMA insists that the
right to admit patients remains, the pre-
rogative of the physician. If, however,
the AMA rejects the thesis that physi-
cians are responsible for unnecessary
utilization, on the grounds that physi-
cians are subjected to pressure from
their patients, it cannot reasonably ob-
ject to a professional and impartial
group of physicians established by the
hospital, reviewing cases in order to de-
termine whether patients are—for what-
ever reason—overutilizing services.

The AMA's criticism of hospital utili-

zation committees—which, incidentally,
have been recommended by two State
medical associations and are operating
without appearance of difficulty in many
hospitals—appears at this time after we
have been informed by the American
Hospital Association that it has recom-
mended the Joint Commission on Ac-
creditation of Hospitals require a hos-
pital to have a utilization committee in
order to be accredited. (Page 8.) The
AMA objects to the requirement of a
utilization committee because it does not
consider it wise to subject a doctor's
judgment on use of services to the review
of his peers; this, despite the fact that
many services are already subject to re-

view. The AMA seems to forget for the
moment that it has long subscribed to

the view that it is desirable for hospitals
to have committees, such as medical
records committees and tissue commit-
tees, to review the medical practices of

physicians. In fact, as a member organ-
ization of the Joint Commission of
Accreditation, the AMA supports the re-
quirements for accreditation, one of
which is that hospitals carry on, through
medical staff committees, "constant an-
alysis and review of the clinical work
done in hospitals."

A similar illogic is applied to the
deductible. The AMA considers the de-
ductible as it applies, first, to the
wealthy, and second, to the indigent

—

as though all the aged were in these two
groups. (Page 7.) They forget that the
great majority of the aged fall in neither
group. The wealthy, who incidentally

are very few in number, get tremendous
help with hospital bills by reason of in-

come tax treatment—favored by the

AMA—of medical expenses. The in-

digent—a group continuously growing
smaller in size, I hope—will get help

from old-age assistance and medical
assistance for the aged. It is the great

middle group, that can afford to pay
a $90 bill out of their limited resources

but cannot afford hundreds or thousands

of dollars to pay on huge hospital bills,

for whom this bill is primarily intended.
The bill would provide protection for
these people against the possibility of
having their savings wiped out and be-
coming dependent. The AMA keeps
saying it wishes to help those who need
help, but until the recent past the legis-

lative provisions it has favored were
aimed to help most the wealthiest
through tax savings. For example, the
AMA has endorsed proposals to allow
tax exemption for all drugs and medi-
cines purchased by persons aged 65 and
over, and proposals to provide additional
exemptions for aged persons who pay
medical care expenses amounting to 25
percent or more of their gross income.
Since, however, more than 80 percent of
the aged do not now pay income tax,
these proposals would benefit only those
persons with considerably higher income
than the average aged person. Are the
wealthy the ones the AMA thinks need
help?

The AMA seems very fond of the
false dilemma. On the one hand you
have this, on the other hand, that, and
both are bad. Since they do not talk
of other alternatives, the listener is sup-
posed to feel that all paths lead to ruin.
I have already said how they refer on the
one hand to the wealthy and on the
other to the indigent and ignore the
great mass of ordinary persons in be-
tween. Another example is their state-
ment that the Government has two
choices: First, it will either be so budget
conscious it will lower the quality of
care; or second, the program will be
faced with runaway costs. (Page 9.)

They wish to avoid consideration of the
possibility that the program will operate
well—with an eye for assuring that high
quality of care is encouraged and at the
same time that money is not wasted.
Utilization committees and payment
made on a cost basis, as H.R. 4222 pro-
vides, will mean that costs are in
keeping with the necessary services pro-
vided. Apparently the AMA can
imagine no instance in which people

—

nonphysicians, that is, merely do what is

reasonable ; everything must be extreme.
COMMENTS ON SECTION III PROPOSED
LEGISLATION BASED ON FIVE FALSE
PREMISES

The "five false premises" stated by the
American Medical Association as the
basis for the proposal for health in-

surance benefits for the aged under
social security are indeed misstatements,

but they are the AMA's misstatements.
This is the old debating trick of the

straw man—define your opponents'

position falsely and then prove it is

wrong. The first three premises in the

American Medical Association's state-

ment actually are false; but they have
never been offered as either factual or

philosophical reasons supporting the

proposal for health insurance benefits.

The last two premises which the AMA
label false, I believe to be true. They
actually reflect—although somewhat less

than precisely—considerations in favor

of the proposal. I shall give specific

comments on each of the so-called
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"false premises" and on the discussion

presented by the AMA on them.
The AMA statement offers as false

premise No. 1: "The sociological prob-
lems of older people can be solved

through legislation." (Page 14.)

I am not aware of suggestions by any
proponents of my bill that the sociologi-

cal problems of older people can in

general be solved through legislation nor
that the health insurance proposal is in

any way intended to solve all problems
of aged persons. The AMA discussion

seems to argue that since it is not pos-
sible to solve all sociological problems
of the aged through legislation, no legis-

lation to relieve problems of aged per-
sons is justified. Such an argument
leads to no realistic conclusion; if its

efficacy in solving all problems were a
test of soundness of any specific course
of action, one could not, of course, find

any course of action that would meet
the test of soundness. Such a test would
even make a case against the practice
of modern medicine, since it does not
appear that, with all its almost miracu-
lous advances, medical science has been
able to solve all sociological problems of
the aged. The proposed health in-
surance benefits under OASI have not
been proposed as a total solution for even
the financing of medical care of aged
persons but have been advanced rather
as a part of the solution to the problem
of providing a method of financing
needed health care of the aged. Many
other problems will of course remain.
This way of debating is hardly to be
taken seriously. It is sheer demagog-
uery, and unworthy of the association
which claims to speak for American
medicine.
The AMA statement offers as false

premise No. 2: "Most, if not all of the
aged, are in poor health." (Page 16.)

Here again, the premise as stated by
the AMA is of course not a valid state-
ment of the position of the bill's pro-
ponents. There is no contention that
all, or most, aged persons are in poor
health. If that were the case, the costs
of health care would hardly be insurable.
Just as the need for fire insurance does
not rest on the premise that all or most
owners of properties experience fires, so
does the need for protection against the
costs of hospitalization not depend on
universal and continued experience of
hospitalized illness. Rather, it is based
on the fact, accepted by the AMA, that
"the aged receive approximately twice
as much hospitalization as those under
65" (page 18) , together with the contrast
in incomes of younger and aged persons;
these are what demonstrate a special
need for such coverage as is provided
under H.R. 4222.
Furthermore, the prevalence of all

kinds of chronic illness is not a fact that
one would use to demonstrate the need
for the health insurance benefits. The
bill is directed toward meeting the costs
of only those chronic conditions which
require the specific types of health care
outlined in the bill. Statements that the
aged are generally in good health or are
"a great deal healthier than they are
frequently pictured to be" (page 18)
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would seem to support the official cost
estimates and the feasibility of financing
health insurance benefits as proposed in

my bill rather than the statements of

others, including the AMA, that costs will

be many times the estimates of the De-
partment of Health, Education, and Wel-
fare and that utilization of hospitals and
nursing homes will increase astronom-
ically if the proposal is enacted.
On the other hand, even assuming

that the overwhelming proportion of the
aged were in excellent health, the in-

evitability of death at some age obvi-
ously suggests the likelihood of terminal
illness unless aged persons were in all

cases to die suddenly in the midst of good
health. The high rate of hospitalization

in the year of death, coupled with the
overall high hospitalization rates for

aged people—twice the rates of younger
persons—seems adequate evidence that
the great majority of the aged are not
so fortunate as to escape serious illness

and sizable health care costs during all

of their later years. What kind of non-
sense is this the AMA is trying to foist

off on people?

The statement offers as the third false

premise: Most, if not all of the aged,
are verging on bankruptcy.

Contrary to the AMA's allegation, pro-
ponents of my bill have made no such
statement, and the health insurance pro-
posal does not rest on any such premise.
It rests, rather, on the well-established
fact that most of the aged are not in a
position financially to meet the heavy
costs that a long period of hospitalization
usually entails. The AMA attempts to
cover up this fact with vague statements
that "some" of the aged are "comfort-
able" ' or "well-to-do" or "wealthy."
(Page 19. ) Of course, some of them are.

The great majority, however, are in very
modest circumstances and quite unable
to meet a large hospital bill.

In attempting to cast doubt on the
validity of data from the U.S. Bureau of
the Census showing the low incomes of
most aged people, the AMA argues that
it is not meaningful to say that "60 per-
cent of our aged have incomes of $1,000
a year or less" (page 19) because this 60
percent includes dependents, many of
whom have no individual income of their
own. This argument will not bear analy-
sis. Let me note, by the way, that the
AMA figure is an erroneous one; current
data show 52 percent with incomes of
$1,000 or less.

I agree with the AMA that "facts are
of little significance until they are
examined and interpreted by reason"
(page 19) and I would therefore like to
quote the analysis and interpretation of
these income data from the report on
"Health Insurance for Aged Persons,"
submitted to the Committee by the De-
partment of Health, Education, and Wel-
fare:

Income statistics from the Bureau of the
Census for aged persons, and for families
with an aged head, are collected annually
and are the most comprehensive. Data which
have just become available for 1960 show 62
percent of the persons 65 and over not In
institutions had cash Incomes below $1,000
in that year.

Income data for persons have the limita-
tion that they do not indicate how many
persons depend on the income. In the case
of the married, some may be under 65.
Similarly, wives dependent on their husbands
will be shown as having little or no income.
However, less than one-fifth of all persons
65 and over are married women, and many
older married couples have less than $2,000
between them. Therefore, even if the re-
ported income data were adjusted to reflect
an equal sharing by husband and wife, the
proportion of persons 65 and over having less
than $1,000, would be very little less than the
52 percent shown.

A national survey of aged beneficiaries
under old-age and survivors insurance
in 1957 showed that half the aged mar-
ried couples had an annual income of
less than $2,250—that is, less than $1,125
per person—half the nonmarried re-
tired worker beneficiaries had incomes
of less than $1,140, and half the aged
widow beneficiaries had incomes of less

than $880. It is accurate and not in any
way misleading to say that half of these
aged beneficiaries had per capita annual
incomes of less than $1,100. This figure
is consistent with the Census Bureau
figures for the entire aged population

—

including of course those without in-
come from old-age and survivors insur-
ance benefits—which show that about
half the aged have incomes of less than
$1,000.

In the light of these figures showing
the low incomes of the aged, it is hardly
relevant for the AMA to stress the well-
known fact that "the aged are not a
homogeneous group from a financial
standpoint." (Page 20.) Neither is it

pertinent to a consideration of the pro-
posed health insurance program merely
to give, as the AMA does, the number of
aged persons receiving income from vari-
ous sources, rather than the amounts of
such income. It is positively misleading
for the AMA in giving figures purport-
ing to show "the Nation's present tax
support for the elderly" (page 20) to say
that "about -$650 million is paid out an-
nually under the Railroad Retirement
Act." Payments made under a contribu-
tory insurance program such as the rail-
road retirement system are certainly not
a measure of "tax support." (Page 20.)

The AMA suggests that the aged who
are unable to pay large medical bills

should look to their children or relatives
for help. Thfe sons and sons-in-law, the
daughters, the nephews, and nieces of old
people do in fact often provide such help.
Too often, however, this burden is borne
at the expense of the education and wel-
fare of the third generation. In many
instances the relatives are themselves
totally unable to meet the heavy costs
involved. Few people would consider an
appeal to relatives to be an acceptable
alternative to a health insurance
program.
The AMA quotes! figures on the net

worth and assets of beneficiary couples
under old-age and survivors insurance
as shown by a survey in 1957. (Page 21.)

It fails to say that of all the aged bene-
ficiaries surveyed, nonmarried as well as
married, half had a net worth of less

than $4,920, and that the chief asset of
most beneficiaries was their equity in
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their home, an asset which old people
very wisely hesitate to convert into cash.

While most beneficiaries had some liquid

assets, half of them had less than $610.
an amount which would not go far in
meeting the costs of a long illness.

For statistics to bolster its position
against the health insurance program,
the AMA resorts to a small study made
in three lower middle income parishes
located in three large cities. (Page 22.)

It would have been more helpful to the
committee if the AMA had referred to a
national cross-section study of the aged
sponsored by the Health Information
Foundation: "Financial Resources of the
Aged"—Health Information Founda-
tion, Research Series 10. A report from
that study states that one-fifth of all

older people had no financial resources.

Furthermore, when the aged without any
resources were combined with those
whose only assets were homes they
owned, the cash value of their life in-

surance or the help of children, it was
found that two-fifths of all older people
would have no ready resources from
which to meet a medical bill.

The data from the Health Informa-
tion Foundation study are confirmed by
the 1960 Survey of Consumer Finance,
which showed that 30 percent of all

spending units headed by aged persons
have no liquid assets and that an addi-
tional 6 percent had less than $200 in
liquid assets. These facts, based on na-
tional samples rather than a small local

study, present a more reliable picture
of the situation of the aged than that
portrayed by the AMA.
As false premise No. 4 the AMA state-

ment offers

:

The problem of the aged in financing their
health costs will get worse before it gets
better. A permanent program is essential to
its solution. (Page 22.)

Here the premise they claim to
be false is true—there is every reason
to believe that the problem faced by the
aged in financing health costs will, in
the absence of Federal action, get worse.
Although the costs of health care in-
creasing more rapidly than costs of all

consumer items and substantially more
rapidly than the income of aged per-
sons—cannot be predicted with precision
into the distant future, it would seem
highly unrealistic to assume any im-
mediate sharp reversal of the upward
trend in such costs that has continued
over decades. The official cost estimates
for my bill, incidentally, assume such
substantial further increases in costs.

Unless income and resources increase
in direct ratio to any increases in medi-
cal care costs, it is obvious that the aged
will face an increase in the difficulty

of financing needed health care. It is

quite likely that the financial resources
of aged persons will increase somewhat
as time goes on. Allowing for increases
in monthly OASI benefits, in earned in-
come, and in the limited amounts paid
by private health insurance, and assum-
ing increases in all of these amounts in
the future, we are still left with the
question of how these resources could
grow at a rate equal to or faster than
the justifiable costs of health care we
must expect as medical science continues
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its phenomenal progress toward improv-
ing health and increasing longevity for
all of us.

The AMA statement, in discussing the
future sources of income of the aged,
quotes some current figures on income
from these sources and suggests that
they are already substantial. Of course,
billions of dollars sounds like a great
deal of money, but the present total in-
come to the aged from private pension
plans quoted by the AMA—$1 billion

annually—does not sound so impressive
when divided among total present aged
persons—a per capita figure of less than
$60 per year. The same situation ap-
pears with regard to the $4.3 to $8.3 bil-

lion estimated as total annual income
of the aged from private investments
(page 23), which would provide a per
capita figure of about $250 to $490. It
would seem a mathematical certainty
that not all our aged citizens can be re-
ceiving very substantial income from
these sources.

The AMA statement offers as the fifth

false premise: Voluntary health insur-
ance and prepayment plans, private ef-
fort, and existing law will not do the job
that needs doing. (Page 25.) Again,
the statement they claim to be false is

true; these mechanisms alone will not do
the entire job. I shall comment in some
detail in following sections on the effec-

tiveness of the three mechanisms cited
in meeting the problem.
COMMENTS ON SECTION IV PHILOSOPHICAL

ARGUMENTS AGAINST THE BILL

One had best ignore the title of this
section of the AMA statement. The
alleged arguments are not relevant to
H.R. 4222. They are arguments against
socialized medicine and against Federal
encroachment on individual freedom.
The whole philosophy of my bill and the
implementing provisions are in direct
opposition to these evils. And to label
the AMA arguments "philosophical"
completely ignores the noble root of this
word.

It has already been shown that the
assertions made in the previous section
of the AMA statement are incorrect, ex-
cept for the recognition that our aging
population poses a very real problem.
Even this one exception is developed by
the AMA to the point of an incorrect
conclusion. The AMA concludes that
since some of the problems of the aged
are not susceptible to legislative solu-
tion, legislation can be of no help in
solving any of the problems. (Page 26.)

This is a very strange conclusion indeed.
Hardly anyone would deny that the Con-
gress has already enacted legislation that
makes significant inroads on the prob-
lems of the aged. And even the AMA
apparently sees some merit in certain
legislative approaches to the problem,
for it now endorses medical care paid for
by Federal funds granted through the
assistance program.
The core of the principal "philosophi-

cal" argument that the AMA tries to
make against H.R. 4222 is that this bill

is a part of some master plan that some-
body [unnamed] or some group or groups
[unnamed] has devised with the aim of
setting up a socialized system of medi-

cine in the United States. (Page 27.)

It little matters what villains the AMA
has in mind, for this bill is no more a
part of a plan to establish socialized
medicine than were the disability benefit
provisions of the law, which the Congress
wisely enacted in spite of the cries of
wolf that were heard far and wide from
AMA representatives.
To charge that H.R. 4222 represents

socialized medicine or is the forerunner
of socialized medicine or that it is in any
way like socialized medicine is not only
ridiculous but also irresponsible. Here
are the facts. Under socialize^ medi-
cine, doctors work for the Government
and the Government owns the medical
facilities and furnishes the services.

The proposed program would not fur-
nish any medical services but would only
help people finance the costs of their
health care. There are specific guaran-
tees that the Government would in no
way control, regulate, or interfere with
the practice of medicine.
In an apparent attempt to win some

adherents the AMA professes not to op-
pose social security. (Page 27.) They
say that "the medical profession has not
and does not oppose the principle of
social security." It is hard to see any-
thing but opposition to the principle of

social security in the many statements
made over the years by AMA presidents,
by other spokesmen, and in editorials in
the Journal of the AMA. Thus, for in-
stance, it is hard to see anything but op-
position to the principle of social security
in such a statement as that made in 1939
by Dr. Morris Fishbein, published in the
Journal of the AMA and referred to by
Dr. Fishbein as made at the request of

the AMA's Board of Trustees. In this

statement Dr. Fishbein said "all forms of
security, compulsory security, even
against old age and unemployment, rep-
resent a beginning invasion by the States
into the personal life of the individual,

represent a taking away of individual re-
sponsibility, a weakening of national cal-

iber, a definite step toward either com-
munism or totalitarianism." But the
AMA has certainly made clear on many
occasions that its attitude is: If we have
to have a social security program, let us
do our best to restrict it to the barest
"floor of protection" possible.

In the present statement the AMA
spokesmen take us back to 1917 for a
quote from Samuel Gompers. (Page 30.)

The AMA calls "a wise and timely warn-
ing" the quotation indicating Samuel
Gompers was opposed to "compulsory
social insurance." Our present social

security system is a compulsory social in-

surance system; the medical profession,
the AMA says, does not oppose the prin-
ciple of our social security system. Now
where does that leave the AMA—is it

with Mr. Gompers or not with him? It

is characteristic of much of the AMA
testimony that we find—as here—that
they favor something on one page and
are against it several pages later.

A highly significant indication of how
the AMA regards the social security pro-
gram is a statement by Dr. Annis that
appears on page 3 of his testimony.
Speaking of the aged. Dr. Annis warns
that H.R. 4222 would place them in a



CONGRESSIONAL RECORD 7

broad category labeled : "These are peo-
ple who can't take care of themselves.

These are people who must be cared for

by tlv3 Federal Government at the ex-
pense of the rest of the population."

This statement clearly shows the AMA's
attitude toward the whole social secur-

ity program. The rest of the population
of course understands that there is no
stigma attached to social security bene-
fits. There is no means test. Rich and
poor are treated the same. If social se-

curity beneficiaries are labeled at all

they are labeled as people who have
taken care of themselves by having
worked and having contributed to the

program.
With reference to the AMA charge

(page 29) that the Federal Government
is seeking, through H.R. 4222, to en-
croach on individual freedom, let me
make clear that this bill preserves indi-

vidual freedom not only for physicians
but also for hospital administrators, for

nursing home proprietors and managers,
for the aged who would benefit from this

bill, and for the individual members of

what we call the public. Moreover, my
bill would make individual freedom a
reality for many who, because they don't

have the means to meet the cost of need-
ed health care, cannot now enjoy their

freedom in old age.

There is nothing in the bill that would
in any way interfere with the established

practices of providing health care.

Health care would remain—as it is now—
a matter determined by the patient, his

physician, and the hospital or other pro-

vider of services. The Government would
provide no care and offer no services; it

would establish only the means of pay-
ing for the health care of the aged.

The medical profession would continue
to be responsible for the quality of the

care available to the people of the United
States; the providers of service would
still be responsible for determining what
services they would make available. The
process by which they would be paid
for the services furnished would be much
the same as that now used by Blue Cross
and other large insurers of health serv-

ice costs. The program would follow

practices already well established and
accepted by the hospitals in their rela-

tionships with Blue Cross,, the States,

and other Federal programs.
I gladly give credit to the medical pro-

fession for its great contribution to im-
provements in medicine and health care

that today help us to live longer and
more comfortable lives than ever before.

Even though I believe that other groups
should be mentioned for their significant

contributions to this process. I would
take no credit from the physicians of this

country; they have my highest respect

and my deepest gratitude. It is pre-

posterous, however, to suggest that pro-

visions that would enable our people to

prepay, through the accepted social se-

curity system, some of the costs of the
health care that they will need in old

age might impede, or in some way inter-

fere with, the efficiency of the medical
profession. The physician in this coun-
try is a well-trained, highly skilled, hu-
mane expert in medical care. He does

not, I believe, profess to be an expert in

economics or insurance, though the AMA
representatives pose as such experts. He
does not look upon himself as a Solomon
whose business is to advise people how
they should go about paying their medi-
cal bills, though the AMA does. He does
not always share the views of the AMA;
however, because he may fear AMA sanc-
tions he sometimes is constrained to ask,

when writing to his Representative in the
Congress, that his position favoring H.R.
4222 not be made public. This bill, let

me repeat, has nothing to do with the

practice of medicine; it simply affords a
means for helping people to pay for the

cost of certain medical services in old

age.

Furthermore, this bill is, contrary to

the AMA's charges (page 29) in keeping
with the purpose of the social security

system and with the basic principles of

this system. While the insurance pro-
vided by social security has been in the
form of monthly cash benefits there is

nothing in the nature of this system or
in its history that would make the pay-
ments provided under my bill inconsist-
ent or incompatible with the objectives,

the principles, and the philosophy of so-
cial security in this country. H.R. 4222
would provide for payments to be made
to hospitals and certain other medical
facilities—but not to physicians—for

specified and limited medical services

received by social security beneficiaries.

The bill would authorize neither the Fed-
eral Government nor any other level of

government to furnish health services

to anybody. No one would be required to

accept health services by reason of this

bill—and the AMA persists in spreading
the contrary impression. The charge
that this bill is contrary to the principles

of the social security system is not only
false but also strange coming from the
AMA—strange because available evi-

dence indicates that the AMA knows
little about the principles of the social

insurance system and cares less.

The charge is also made that my bill

is paternalistic—that it implements a
"Government knows best" kind of think-
ing. (Page 30.) Nonsense. I am con-
vinced that the people are capable of de-
ciding how to spend their money and
know how to do it without AMA advice.

That is why they are for this bill. I am
confident that the people know that my
bill would give them valuable protection,

and the correspondence that I have re-

ceived indicates that they know better

than the AMA what is good for them.

If the AMA seeks to substantiate its

charges of impending Federal encroach-
ment, it should in all fairness approach
this task, however impossible, by deal-

ing with the provisions of my bill rather
than talking about what could happen
under some other plan that has not been
proposed, and talking about that other
imaginary plan as if it were that pro-
posed in my bill. Under H.R. 4222 the
Federal Government could not "regi-

ment doctors, nurses, patients, hospitals,

nursing homes, and any other element of

our health care system" and the AMA
knows the Government could not, even

though the AMA statement deftly leads
one to infer the opposite. (Page 30.)

COMMENTS ON SECTION V EFFECT OF BILL IM-
MEDIATELY AND POTENTIALLY ON THE QUAL-
ITY OF MEDICAL CARE

In section V of the statement, the
AMA has said repeatedly that a Federal
health insurance program "would lower
the quality of medical care available to

older people." According to the AMA,
the program would do this by substitut-

ing a concern with costs for a concern
with quality. The Government, in its

search for methods to reconcile the need
for care with the need for cost controls

would "decide for the patient what serv-

ices should be provided and by whom."
(Page 33.) As a result, the AMA says,

the Federal insurance program would
produce a series of catastrophes: "The
disruption of the doctor-patient relation-

ship, delays in admissions to hospitals,

time wasted in the overcrowded offices of

doctors, the regimentation of medical
practice," and impairment of medical
research. (Page 32.)

In vain do we look for any concrete
evidence, beyond bald unsupported state-

ments about medical care in other coun-
tries, to corroborate the AMA's asser-

tions, or for any consistent logic which
demonstrates that a Government plan
must have results which its counterparts
outside of Government—Blue Cross for
example—have not produced.
The facts of the case are quite dif-

ferent, and when carefully examined
they demonstrate that the charges of

"regimentation" and "deterioration of

quality" are baseless. Under this bill,

there is no compulsion imposed on any
provider of service to participate in the
program. The conditions of participa-

tion which are provided in the bill are

based upon requirements formulated and
recommended by professional bodies

concerned with the quality of care.

Freedom of choice of physician and hos-
pital by patients is guaranteed. There
are provisions designed to assist the

physician in resisting pressures which
may be exercised to secure unnecessary
care; for example, the utilization com-
mittee. And the bill provides, through
the Advisory Council, for the effective

expression of all shades of opinion on
the administration and future develop-

ment of the program.
The AMA's argument, as developed in

section V, is largely incoherent. An at-

tempt is made to sneak in certain false

premises and to then present a series of

conclusions as if they were derived from
sound premises and factual data.

The AMA asserts, for example, that a

high quality of care can be obtained
only when the needs of the patient are

placed first, "and financing is placed
second." (Page 33.) This truism is fol-

lowed by the statement that at present
medical care is aimed at "treatment of

the illness." We are then exhorted to

contrast this with a system under which
"Government pays for care directly," be-

cause under this system emphasis is

"shifted from quality to cost." (Page
33.) This extraordinary set of asser-

tions is supposed to prove something.
Yet, all that has actually been said is
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that quality care can be furnished only
if we treat the patient and he pays for it.

But if the cost is paid for through in-

surance we presumably stop "treatment
of the illness."

We are treated elsewhere in this docu-
ment to similarly empty statements;
"under H.R. 4222—the dollar approach
instead of the medical care approach is

stressed." (Page 34.) Is not an insur-
ance program supposed to deal with the
financial aspects of care? Moreover, is

it not possible to couple concern for costs
with a concern for standards, as in fact
H.R. 4222 does? But the AMA is not
really interested in looking at the merits
of the case, nor in being logically consist-
ent, for it later predicts with horror that
"Government would be preoccupied with
efforts to regulate quality." (Page 36.)

COMMENTS ON SECTION VI COST ESTIMATES FOR
H.R. 4222

After admitting its lack of statistical

and actuarial competence, the AMA pro-
ceeds to demonstrate another of its

lacks—its ignorance of the provisions of
my bill. The AMA apparently does not
know that the social security tax in-
creases being proposed by the adminis-
tration would cover, in addition to the
health insurance costs, the costs of
higher benefits for workers who earn
over $4,800 a year that would be paid be-
cause of the proposed increase in the
social security earnings base from $4,800
to $5,200. In effect, the employee con-
tribution for health insurance protec-
tion alone would be $16.90 a year at the
maximum—as opposed to the AMA state-
ment indicating that the cost would be
$25.

I have asked Robert J. Myers, Chief
Actuary of the Social Security Admin-
istration, to prepare a brief statement
on the AMA's attempt to diagnose the
financing of my bill. His statement ap-
pears in the record of the hearings on
H.R. 4222, beginning on page 1469.
Memorandum dated August 3, 1961, is

included in the Record immediately fol-
lowing these comments.
COMMENTS ON SECTION VII EFFECT OF H.R.

4 222 ON THE SOCIAL SECURITY SYSTEM

I believe my 19 years of experience as
a Member of the House of Representa-
tives and my years as a member of the
Committee on Ways and Means make
me somewhat of an expert in detecting
the misleading statements about our so-
cial insurance system that are included
in section VII of the AMA statement.
The old-age, survivors, and disability in-
surance program is far too important to
allow the attempts of the AMA to dis-
credit it, to go unchallenged. I intend to
challenge some of the misleading and
erroneous statements that the AMA has
made about the program.
The AMA testimony implies that the

financial soundness of the old-age, sur-
vivors, and disability insurance program
is open to question. This of course is not
true. The program has operated suc-
cessfully for 26 years and has proved to
be an effective method of protecting the
families of America against the poverty
that would otherwise be the common re-
sult of the old age, disability, or death
of the breadwinner. The Congress under

both political parties has been careful to
assure the soundness of the program.
Whenever liberalizations have been
adopted by the Congress, the Congress
has made sure that there were adequate
provisions for meeting the cost of those
liberalizations. It is because the public
has confidence in the intention of the
Congress to keep the program sound that
increases in the tax rates provided for
have been accepted.

The AMA has tried to give the impres-
sion that the old-age, and survivors in-

surance program is not financially sound
because it is not fully funded. (Page 52.)

This is a complete misrepresentation of

the nature of a social insurance program.
In a compulsory Government program of

social insurance it is not necessary to

accumulate the full reserves that are
needed in a private insurance company.
Compulsory social insurance is assured
of continuing income. Thus, a social

insurance program is financially sound
if future income will support future dis-

bursements. On this basis the system is

in actuarial balance since it is expected,
on the basis of the best available esti-

mates, to have enough income from
contributions based on the tax schedule
now in the law and from interest earned
on investments to support it now and
over the long-range future.

The AMA says that if the Government
suspended social security taxation the
system would collapse. This is like say-
ing that if a workman is never paid any
more wages, he will not be able to meet
his obligations. In other words, in

assessing the financial soundness of the
system the AMA considers only its future
obligations and ignores its future income.
Considered on this basis, not only the
social security system, but the U.S. Gov-
ernment itself and practically every
American family are financially

"busted."

The basic soundness of this program
has been reaffirmed on several occasions
by distinguished groups which have
made a careful examination of the fi-

nancing of the program. Such a study
was made in 1958 by the Advisory Coun-
cil on Social Security Financing, which
included, among others, outstanding
economists, representatives of the insur-
ance industry, and leading employers.
The Council stated in its major findings:

The Council finds that the present method
of financing the old-age, survivors, and dis-

ability insurance program is sound, practical,

and appropriate for the program. It is our
judgment, based on the best available cost
estimates, that the contribution schedule
enacted into law in the last session of Con-
gress makes adequate provision for financing
the program on a sound actuarial basis.

The AMA has also criticized the social

security program because present bene-
ficiaries have not contributed enough to

pay for the benefits they are getting.

(Page 53.) There is nothing irregular
or unsound about this situation. As a
matter of fact, it reflects a wise and
practical decision by the Congress to
make the program effective for people
who were already old when their jobs

were first covered by social security. In
the future, of course, when all covered

workers have had an opportunity to con-
tribute substantially to the program, re-
tirement benefits will be paid only to
people who have contributed for at least

10 years and full-rate benefits will be
paid only to those who have contributed
over their working lifetime.

In a social insurance program it is

proper to give full protection to those
who retire before they had the oppor-
tunity to contribute more than a small
part of the value of the benefits they
will receive. It is proper to insure that
no one who, by acquiring the specified

number of social security credits through
his past work, has demonstrated that he
was part of the covered labor force will

be denied social security benefits. In-
deed, the only alternative is to leave the
urgent problems of dependency un-
touched for decades. And of course, the
method of giving full protection at once
to meet an existing problem is not
peculiar to social insurance. Similar
treatment is usually given under private
pension plans to workers who are al-

ready nearing retirement when the
plans are set up. The costs of doing so

are generally borne by employer con-
tributions, just as under social security

the cost of full protection for people
nearing retirement age at the beginning
of the program can be thought of as be-
ing met from the employer tax.

The AMA says that extending health
insurance protection to people now re-

ceiving old-age and survivors insurance
benefits would junk the contributory
principle inherent in the social security

system. (Page 54.) I am glad to see
that the AMA does admit that there is at

least one good principle inherent in our
social insurance system, but I must take
issue with their allegation that H.R. 4222
would violate that principle. By extend-
ing protection immediately to the 14 y4
million aged who will be eligible when
the major provisions of the program be-
come effective, the new health insurance
program would follow the precedent es-

tablished in 1939 and reaffirmed time and
again through subsequent legislation.

As the program has been expanded and
improved over the years, immediate pro-
tection has been provided for people who
had worked under the program in the
past. For example, in 1957 when cash
disability benefits were made available

to people age 50 and over, those who
were already disabled and who had had
substantial work in covered employment
in the past were able to get benefits im-
mediately. They were not required to

make a contribution to the disability in-

surance trust fund.

The AMA would have us believe that
the old-age, survivors, and disability in-

surance program has been expanded
beyond the role that was originally in-

tended for it. (Page 53.) They would
have us believe that its role is to provide
a floor of protection, which the AMA
equates with subsistence-level benefits.

Whether old-age, survivors, and disa-

bility insurance is a floor depends on your
definition of the term, but it is quite

clear that there was never any intention

to keep benefits paid under the program
at subsistence levels or below. If we go
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back to the original bill that created the
program in 1935 we find that the Com-
mittee on Ways and Means spoke of ben-
efits "in amounts which will insure not
merely subsistence but some of the com-
forts of life," and the Committee on
Finance of the Senate spoke of benefits

"which will provide something more than
merely reasonable subsistence." Per-
sonally, I do not believe that the pro-
gram has yet reached these fine goals.

Present benefit levels, in my opinion, are
far too low, not too high.
The AMA contends that use of the

term "insurance" to refer to old-age,

survivors, and disability insurance has
misled the public as to the real nature
of the program. (Page 51.) They would
even invoke the sanction of the Supreme
Court to support their position by imply-
ing that the Court has denied that the
program is insurance. (Page 52.) If we
look at the Court's opinion in the case
the AMA has referred to, we find that, far
from supporting the AMA contention,
the Court has said:

The social security system may be accu-
rately described as a form of social insur-
ance, enacted pursuant to Congress' power
to spend money in aid of the general wel-
fare.

It is the use of the insurance princi-
ples of sharing the cost and spreading
the risk rather than the fact that a con-
tract exists that makes a particular pro-
gram "insurance." The old-age, sur-
vivors, and disability insurance program
is income insurance. The risk insured
against is loss of family income occa-
sioned by the disability, old age, or death
of the family breadwimier. Thus, al-

though the right to benefits under the
program is based on the provisions of

the Social Security Act rather than on a
contract, it is clearly an insurance sys-
tem. The fact that rights under the
program are statutory, not contractual,
has been used by some critics to infer
that social insurance is somehow infe-

rior to private insurance. In reality, the
fact that Congress can change the law
is an advantage rather than a disadvan-
tage. As we all know, the protection of-
fered the American people under the old-
age, survivors, and disability insurance
program has grown with the growth and
expansion of the American economy, and
will continue to be adjusted to chang-
ing conditions.
The AMA goes on to imply that enact-

ment of H.R. 4222 would create a tax
load that future generations of work-
ers would be unwilling or unable to bear.

(Page 54.) There is no reason whatever
to expect that this will happen. In the
first place, coverage of the group now on
the beneficiary rolls will have very little

cost impact since the cost will be spread
over future generations of workers as
well as those now in the labor force. In
fact, to exclude from protection under
the bill all those now on the beneficiary
rolls and all those who did not have a
significant amount of covered employ-
ment after the time the proposed plan
went into effect would reduce costs by
only about 0.06 percent of covered pay-
roll.

Another support offered by the AMA
for its prediction that future genera-

tions will not be willing to pay their so-
cial security taxes is the statement, cur-
rently being circulated both by the AMA
and by some people in the insurance in-

dustry, that younger workers are "sub-
sidizing" with their social security taxes
the payment of benefits for people who
are now retired, and that these younger
workers will not get their money's worth
in protection for themselves and their
families. Such statements are not cor-
rect. Even workers who will be covered
by the program over a whole working
lifetime and who will be paying contri-
butions at the maximum rate, that is,

the rate scheduled to go into effect in

1968, will be getting insurance protec-
tion whose value is at least equal to the
value of their contributions. The rea-
son this is possible relates to the fact
that the employer contributions paid un-
der the program are not earmarked for
any particular employees or groups of

employees. Because of the availability

of these employer contributions, the
value of the protection received by those
who become beneficiaries in the early
years of the program can exceed the
value of the protection received by those
and the_ equal amounts paid by their em-
ployers 'without there being any over-
charge of workers who are now young.
COMMENTS ON SECTION VTII EFFECT OF H.R.

4222 ON PRIVATE, VOLUNTARY EFFORTS

The AMA here advances the prepos-
terous argument that H.R. 4222 will

damage or destroy such varied activi-

ties as community meals-on-wheels pro-
grams, construction of hospitals through
philanthropic grants, community chest
activities, and voluntary efforts to build
chronic disease centers, retirement vil-

lages, church homes for the aged, and
nursing homes.

It is true of course that if the bill is

enacted, individuals and voluntary or-
ganizations will be relieved, to a large
extent, of one burden they now carry:
If the bill is enacted, many thousands
of older Americans will no longer have
to seek charity from voluntary organiza-
tions when they become ill. I know that
both the charitable organizations and
the aged will look upon this as a blessing.

It is as absurd to argue that narrowing
this area of need will be disastrous to

voluntary charitable organizations as it

is to argue that the discovery of penicillin

has damaged the medical profession be-
cause people with infectious diseases now
require less medical care, or to argue
that the patient has been disadvantaged
because penicillin has robbed him of the
need to undergo intensive medical care
over an extended period of time.

Just as the efficiencies of modern med-
icine have enabled physicians to devote
more time and energy to the field of
chronic illness and other fields that
heretofore received too little attention,
the enactment of my bill would enable
charity organizations to devote their

energies and resources to meet more
completely the varied needs of the com-
munity. For example, voluntary hos-
pitals, or nursing homes that are con-
stantly in financial difficulty because
they must accept older people who can-
not pay for the care they receive would

be relieved of this problem. The funds
that are released would be available for
improving the services these hospitals
and nursing homes give to their pa-
tients; or the funds would be available
to reduce the rates that now have to
be charged to paying patients.

If H.R. 4222 is enacted, community
chests and other large and small volun-
tary organizations that contribute to
support hospitals and nursing homes will

of course benefit in the same way. These
organizations will then be able to devote
more of their resources and energies to
building retirement villages, meals-on-
wheels programs, and a myriad of other
needed services.

COMMENTS ON SECTION IX WHAT THE MEDICAL
PROFESSION IS DOING

The AMA has described in detail the
efforts that many American doctors and
medical organizations are voluntarily
making to meet the health problems of

older Americans. I was impressed pri-
marily with the wide range of activities

that physicians carry on in order to ad-
vance science, promote better public un-
derstanding of the problems of aging,
and encourage better medical, public
health and rehabilitation services for
aged people. I think it is also impor-
tant to point out, however, that the bill

would not alter or in any way affect

these activities of physicians.

I would like to add that whatever
progress has been made in improving the
medical and vocational services avail-

able to older people has been due not
only to the efforts of physicians but also

to the efforts of Americans in many dif-

ferent occupations who have joined in

bringing to bear their energies, their

different skills, and their money to com-
mon purposes. Also, it is fair to point
out that the Federal Government has
played an important and active part in

these achievements.

The AMA rightly emphasizes that
there still remains a great need for ad-
ditional hospitals, nursing homes and
other community health facilities. En-
actment of the community health serv-
ices and facilities bill—H.R. 4998 and
S. 1097—would supplement the Hill-

Burton program to make possible Fed-
eral support for the development of a
balanced network of services through-
out the land, including hospital, non-
profit nursing home, home nursing, and
organized home care programs. H.R.
4222 would assist in this effort by en-
abling the aged to pay for the health
care they receive. It is common knowl-
edge that providing free care and below-
cost care for the aged has placed a con-
siderable financial strain on hospitals
that has impeded improvements in hos-
pital care. Obviously, the inability of

aged people to pay for needed health
care has also hampered the development
of facilities designed to meet the health
needs of old age. The current low level

of care in nursing homes is a good ex-
ample of the quality of the health care
the aged now get through present fi-

nancing arrangements. When provision
is made so that the aged are able to

finance the care they need, facilities

will be constructed to provide that care.
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The recent expose in Baltimore of the

deplorable conditions in homes licensed

by the State health department to pro-
vide care for the aged is a striking case

in point. I want to insert for the rec-

ord an article from the Baltimore Sun
for July 15, 1961, which' describes the
situation in some detail. Suffice it for

me to say that Baltimore is not a unique
city in this respect, and that the exist-

ence in great numbers of overcrowded,
dilapidated, unsanitary nursing homes
throughout the United States is a mat-
ter that ought to concern and disturb

us all.

Article from the Baltimore Sun,
July 15, 1961:

Fifteen in Care Home Found Under Lock—
23 of 27 in Rosltn Avenue Place Taken
to City Hospitals

State health authorities closed a north-
west Baltimore care home late yesterday
after discovering 15 elderly patients were
being kept behind a padlocked door on the
third floor.

Miss Esther Lazarus, director of the city's

Department of Public Welfare, said 27 pa-
tients were found in the house in the 2300
block Roslyn Avenue although it had orig-

inally been licensed for only 11 persons.

Twenty-two patients—all welfare recipi-

ents—were transferred to the city hospitals

on an emergency basis by a fleet of munici-
pal ambulances.

SAYS PERMIT HAD EXPIRED

Miss Lazarus said she was told the home,
operated by Mrs. Ethel Camphor, had been
unlicensed since her State permit had re-

portedly expired last month.
The welfare director said State officials re-

ported that the home's operator had told

them the third floor was being used as her
living quarters.
The discoveries were made when officials of

the State Department of Health inspected
the house preliminary to relicensing the
premises, she continued. The Health De-
partment is charged with regulating care

and nursing homes.
When the inspectors arrived at the Roslyn

Avenue house yesterday morning. Miss La-
zarus related, Mrs. Camphor was not at

home.
VOICES HEARD OVERHEAD

They found 12 men and women on the
first two floors of the racially integrated
home—one above the legal limit, she con-
tinued.
The attention of the inspectors was at-

tracted to the third floor when voices were
heard coming from the area. Miss Lazarus
said.

When they ascended the stairs to the third
floor, they found the door at the head of the
staircase padlocked, it was stated.

No key was available, according to reports
reaching the welfare director.

It was later learned that the group of

patients were being housed here.

Mrs. Camphor did not return until about
2 p.m., Miss Lazarus said, and during the
entire period, the patients were not fed.

Health officials decided to close down the
premises and the welfare department made
arrangements for its 22 clients to be taken
to the City Hospitals Infirmary.

RELATIVES CALLED

The other five were taken away by hastily
summoned relatives.

While the patients were considered am-
bulatory, some of them had to be carried
into the waiting ambulances on litters and
in chairs. Others were helped by policemen
and ambulance attendants.

Their belongings, packed into paper sacks
and cardboard boxes, were placed in the
ambulances, too.

Mrs. Camphor declined to make a public
statement about the incident.

COMMENTS ON SECTION X WELFARE PRO-
GRAMS PUBLIC AND PRIVATE

The tenor of this section is that the
programs now providing assistance to

some of the needy people who cannot
meet the costs of their medical care
have been ignored by the advocates of
the social insurance approach; (page 65)
that these programs represent a satis-

factory method of dealing with the prob-
lems the aged have in meeting these
costs; (pages 65 through 67) that set-
ting up a health insurance program
under social security would conflict

with, and perhaps even destroy these
programs, substituting for them an infe-
rior one; and • that the public has a
greater voice in other programs than in

a Federal one. None of these things is

the case. (Pages 67 and 68.)

The supporters of my bill have not ig-

nored the existence of public and pri-

vate welfare programs that now help to

meet the costs of medical care of some
of the needy aged. In the absence of a
social insurance program these pro-
grams serve an essential function; and
even when health insurance is added to

social security they will continue to ex-
ist and perform an important function.

There is no conflict between these
programs and health insurance under
social security, just as there is now no
conflict between old-age assistance and
old-age and survivors insurance. In
fact the effectiveness of old-age and
survivors insurance in preventing pover-
ty among the aged has enabled public and
private welfare programs to deal much
more adequately with the declining
residual need than would have been pos-
sible if the welfare programs were mis-
takenly relied upon to do the whole job.

Similarly, when hospital insurance for

the aged is added to the social insur-
ance program, the Federal-State assist-

ance programs and the other public and
private welfare programs mentioned in

the statement of the AMA (pages 65 and
66 ) , will be able to meet the cost of resid-

ual medical needs much more adequately
than they are able to meet these needs at

present.

The AMA speaks of "fixing a master-
pattern of health services for the aged
throughout the entire Nation" as if this

were a bad thing. (Page 68.) I do not
believe that it is a bad thing to provide
basic protection against hospital costs

for the aged person no matter where he
lives. This is what my bill would do.

What we have at present is a situation

where a person in Massachusetts or New
York who needs hospital care for a given
condition and for a given period of time
can get assistance while a person in Ken-
tucky, Tennessee, or Mississippi with
exactly the same need cannot get as-
sistance. This may seem a desirable

situation to the AMA because it reflects

the income and resources of the States

but it does not seem so to the residents of

Kentucky, Tennessee, and Mississippi

who need the care but cannot pay for it.

A Federal program can reflect fully the

needs of local communities through local

offices, consultation with the States, and
use of State officials to perform appro-

priate parts of the administration of the
program. Under H.R. 4222 all these
things would be done. One of the ad-
vantages of the Federal program is that
it would not be bound by the limited re-
sources of the low-income States.
The AMA makes much of the idea that

State and local assistance programs
"represent the natural development and
the natural implementation of the com-
munity's responsibility for its members."
(Page 67.) The implication must be
that in some way a national social in-
surance program like we have today is

unnatural. How the AMA reaches this
conclusion is beyond me. It is natural
and highly desirable that the mind of
man devise better solutions to his prob-
lems as time goes on. There is prac-
tically universal agreement that so far as
income maintenance is concerned social
insurance is the preferred approach over
public assistance; surely it was natural,
then, to turn to the insurance approach.
So, too, it is quite natural for our people
to prefer social insurance against the
costs of medical care in old age to the
inferior method of assistance, which re-
quires people to exhaust their resources
and declare themselves unable to meet
their own needs before they can get help.
The AMA says it has no desire to

"pauperize" the aged. (Page 65.) Of
course it does not desire to do so and
would not do so. Nevertheless, the end
result of the program it advocates would
be that many older people would be pau-
perized. Any program relying on a
means test—any program that, as the
AMA advocates, helps only those who es-
tablish inability to care for themselves

—

is by definition a program that requires
older people to exhaust their resources
before they can get help. If exhaustion
of resources is not pauperizing people,
what is it?

The AMA makes the preposterous sug-
gestion that the only reason why people
prefer insurance to assistance is "prop-
aganda for the Federal approach." (Page
67.) I find it hard to deal with this sug-
gestion seriously. Does the AMA really
believe that the only reason why people
do not want to subject themselves to an
examination of their and their children's
income, resources and other personal cir-
cumstances—that the only reason why
they do not want to declare themselves
incapable of meeting their own needs

—

is that they have been propagandized
into this attitude? Of course the AMA
does not believe this. The fact of the
matter is that a means test approach to
any problem requires the division of peo-
ple into two groups—one labeled "suc-
cessful" and the other "unsuccessful."
It is innately distasteful to any man who
has supported himself and his family
throughout his entire working life to
have to come, hat in hand, to the wel-
fare agency in his old age and say: "I
have failed. I cannot pay my bills.

Please give me help." This is the rea-
son why the American people over-
whelmingly prefer the insurance ap-
proach, and why the present complex of

assistance programs, helpful and neces-
sary as it may be, is not a satisfactory
approach to the problem.

The provision of health insurance
benefits at age 65 is attacked by the
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AMA because it might encourage people

to defer treatment until age 65. (Page
67. ) Social insurance proponents do not
argue that the protection provided under
the program will cover all problems. Be-
cause it does not try to cover all prob-
lems, social insurance can concentrate on
the problems of the aged, among whom
the need for protection is most acute.

But is the AMA concerned because medi-
cal assistance for the aged and old-age
assistance are available only after 65, and
is it concerned because such help as the
States offer to persons below age 65, for

whom there are no Federal grant-in-aid
programs, is even more woefully inade-
quate than the help offered to the aged?
COMMENTS ON SECTION XI ADVANCEMENTS OP

PRIVATE INSURANCE AND PREPAYMENT MECH-
ANISMS

In the AMA statement, the supporters
of H.R. 4222 are accused of being opposed
to the development of private health
insurance for the aged. (Pages 73 and
74.) Nothing could be further from the
truth. And the allegation—presumably
attributed to me and to the supporters of

my bill—that 49 million people cannot
afford health insurance is something I

never head of before. (Page 73.) I ac-
cept the AMA's proof that this allegation,

which I presume was originated by the
AMA, has no base. I have watched with
interest the growth of health insurance
for the younger population and hoped
that their coverage would be paralleled
by comparable coverage for the aged,
which would have helped solve their
health care cost problems. However,
this has not occurred—less than 50 per-
cent of the aged have any kind of insur-
ance and much of it is completely inade-
quate for their health care needs.
Now, it should be made clear that I do

not criticize the Blue Cross plans nor
the insurance companies for this. On
the other hand, I applaud their com-
mendable efforts and ingenuity and I

admire, along with the AMA, the note-
worthy recent efforts of the Connecticut
insurance companies and the Pennsyl-
vania Medical Society to provide ade-
quate insurance for the aged.
The AMA statement completely avoids

any discussion of the underlying prob-
lems which have prevented the provi-
sion of adequate health protection to the
aged. These problems were outlined by
Dr. Basil C. MacLean, recently retired

president of the Blue Cross Association

—

the organization which has, let me point
out, done most to meet the insurance
needs of the aged—who said:

A lifetime's experience has led me at last

to conclude that the costs of care of the
aged cannot be met, unaided, by the mech-
anisms of insurance or prepayment as they
exist today. The aged simply cannot afford

to buy from any of these the scope of care
that is required, nor do the stern competi-
tive realities permit any carrier, whether
nonprofit or commercial, to provide benefits
which are adequate at a price which is feasi-
ble for any but a small proportion of the
aged.

The difficulties mentioned here are
obvious when we realize that the total
health care expenses of an average aged
person amount to one-fourth or one-fifth
of his income. Private and nonprofit
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health insurance carriers are struggling
with the dilemma of providing adequate
insurance for the aged without passing
the heavy financial burden to their

younger subscribers or charging higher
rates for the aged than they can afford

to pay. The dilemma has not been
solved. It is certainly not solved by sell-

ing insurance with inadequate benefits.

The AMA, after "adjusting" the figure

on aged people without health insurance
to take out the people on public assist-

ance, proudly announces that "We can
safely conclude that 70 percent of the
aged who are in the market for volun-
tary insurance now have it." (Page 70.)

Since illness and high-health-care costs

are major reasons for applying for as-
sistance and many of these people would
not be on assistance if they had health
insurance, it is remarkable that the AMA
chooses to count those on assistance as
"not in the market." They, like all the
low-and-moderate-income aged, are "not
in the market" for adequate commercial
insurance in the same sense that they
are not in the market for automobiles

—

they cannot afford them. This kind of
measurement is appropriate for market
research purposes but not for the pur-
pose of determining the need for health
insurance for the aged.
Furthermore, it is not enough to pro-

vide figures on how many aged persons
are covered; it is important to note the
characteristics of people who do not have
insurance, a subject which the AMA
statement avoids. According to the Na-
tional Health Survey, in 1959 health in-
surance coverage was carried by only 33
percent of the aged in families with less

than $2,000 yearly income, by only 42

percent of the retired aged, and by only
30 percent of the aged unable to work
or keep house due to chronic conditions.
Thus, extension of insurance coverage to
the aged who are not insured becomes
increasingly difficult to achieve because
they are more likely to be persons in
the low-income and poor health-risk
groups who cannot afford insurance and
are poor prospects from a commercial
insurance point of view.

In view of these facts, I am not im-
pressed with the AMA figures on the
number of insurance plans offering
health insurance to the aged or on the
number of workers with insurance that
could continue into retirement. (Page
71.) It would be more significant if the
AMA would provide data on the premium
costs of adequate insurance for the aged
and the number of aged persons who
could afford to pay these costs.

I have several times referred to the
inadequacy of insurance for the aged, a
subject on which the AMA statement
does not provide the facts, and I would
like to offer some specific information
about this matter. The Department of
Health, Education, and Welfare has pro-
vided me with the following informa-
tion which is based on the Health Insur-
ance Institute's 1960 report on "Health
Insurance Plans and Policies of Insur-
ance Companies Available to Americans
65 Years of Age and Older."
A. INDIVIDUAL AND FAMILY HOSPITAL-SURGICAL
EXPENSE PLANS GUARANTEED RENEWABLE FOR
LIFE

Many such policies are offered, all re-
quiring applicant to be of normal health.
Examples are:

Daily room Maximum Miscellaneous Maximum Annual pre-
Company and board days covered extras surgical mium at age

payments schedule 65 (male)

The Travelers Insurance Co $10 50 Up to $100 for $200 $86. 52
8-day stay or
more.

15 50 Up to $150 for 300 118. 67
8-day stay or
more.

Aetna Lite Insurance Co 10 60 $100 300 92.99
Metropolitan Life Insurance Co 10 31 $50 200 80.67

15 31 $76 300 121. 00
Prudential Insurance Co 8 35 $60 250 73. 32

16 35 $120. 250 122.66

B. SENIOR CITIZENS HOSPITAL-SURGICAL GROUP
PLANS

These are open for membership on
a statewide basis during periodic enroll-
ment periods. All have a 6-month wait-

ing period for preexisting conditions, but
no limitations because of physical condi-
tion. They can be canceled and
premiums can be adjusted only on a
statewide basis.

Daily room and
board

Maxi-
mum
days

covered

Miscellaneous extras
Maxi-
mum

surgical
schedule

Annual
premium
at age 05

65-plus plan, Continental Casualty Up to $10 a day.
do

do

31
31

60

Up to $100 _ $200
$200

$225

$78
$78

$102

65 plan, Fireman's Fund Insurance
Group.

Senior security plan, Mutual of Omaha.

do..

80 percent of charges
above $100 to $1,000
maximum.

It is instructive to compare the pre-
miums of the policies with broader cov-
erage^—though all are quite limited—to

the median income of an aged person,
namely, about $1,000. Such policies do
not provide payment for nursing home

care, home health services, outpatient
diagnostic procedures, physician home
and office visits, drugs, dental care nor
eyeglasses; the payments provided for
hospital room and board are far below
the usual charges to the patient, and
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those for miscellaneous extras would
rarely cover all the charges for operating
room, recovery room, laboratory, and
special diagnostic services; but the pre-
miums run as high as $122 for an in-

dividual, which would amount to over 12

percent of income for aged persons with

average income.

Even Blue Cross often does not pro-

vide coverage for some of the aged sub-

scribers equal to that which it offers to

the younger members. Senior certifi-

cates typically provide for no more than

31 days of hospital benefits and many
provide limited allowances—$7 to $10 a

day—toward the cost of room and board,

or provide for a deductible or for co-

insurance. In most cases there is an ex-

clusion or limitation on hospitalization

coverage for preexisting conditions.

The AMA statement says that the pas-

sage of H.R. 4222 "would unquestionably
undermine private health insurance." I

think the AMA is unquestionably wrong
on this point. The proposed health in-

surance benefits would not cover the

younger group who number nine-tenths

of the population; nor would they cover

all the health care costs of the aged.

Many aged persons will want to buy in-

surance protection against the costs of

drugs, medical appliances, and physi-

cians' services and will in fact be encour-

aged to do so by reason of having the

basic coverage of health service costs

under the bill.

In a speech before the last annual
meeting of the Health Insurance Asso-
ciation, Frederic M. Peirce, president of

General American Life, although op-

posed to the administration's bill, stated

that such a program would not end pri-

vate health insurance. He pointed to

the growth of life insurance since enact-

ment of the Social Security Act, and
went on to say, "It is a record which pro-

vides a fitting analogy and a sound
precedent upon which to base the ex-

pectation that the health insurance busi-

ness will continue to grow and prosper
despite the advent of Government-pro-
vided health insurance, if that unwel-
come development should come to pass."

Many other spokesmen for commercial
health insurance agree with Mr. Peirce.

Why should the allegations of the AMA
then, that health insurance would be
undermined, be given credence?

I was amused by the AMA's fumbling
attempt to discredit a statement taken,

out of context, from a report submitted
to the Committee on Ways and Means
by the Department of Health, Education,
and Welfare in 1959. The statement
excerpted from the report is:

Relatively few—14 percent of the couples
and 9 percent of the nonmarrled benefi-

ciaries—had any of their [total medical care]

expenses covered by insurance. (Page 73.)

The AMA would have us believe that
the small proportion of the aged with
medical expenses covered by insurance is

proof that the aged are healthy. This
must be the case, they imply, since "one
must use medical care to receive a
health insurance benefit." (Page 74.)

This is a fantastic extreme of misinter-

pretation. The part of the report from
which the AMA lifted its quote had ref-
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erence to "beneficiary groups incurring
medical costs." The report brought out
that of those incurring costs relatively
few had any of their costs covered by in-
surance. Far from saying that few of
the aged received medical care or had
medical expenses, the report brought out
that actually only 3 percent of the aged
couple beneficiaries and only 8 percent of
the nonmarried aged beneficiaries in the
survey had no medical expenses during
the survey year.
The AMA statement places much em-

phasis on the multiplicity of plans and
"the wide variety of choice in the selec-
tion of a health plan." (Page 74.) Let
me point out that, with the small in-
comes of aged people, choice is limited to
what can be afforded. The services cov-
ered under the bill are basic ones. With
the coverage of these basic costs, then
aged people will really be able to choose
among the additional benefits available
under private health insurance.
COMMENTS ON SECTION XTI KERR-MILLS IM-
PLEMENTATION AND REASONS WHY WE PREFER
THIS APPROACH

The AMA makes the point that- doc-
tors have given freely of themselves and
of their skills to the needy without rec-
ompense. (Page 76.) The association
also states that they have worked toward
the provision of high quality care for the
needy. I, for one, would not want to
question these statements. I have no
doubt that doctors have done both of
these things, and done them to the very
best of their capacities and abilities.

However, I do question that these
worthy actions support the conclusion
that the medical-assistance-for-the-
aged program provides the most effective
answer to the problem that exists. The
problem is that so many of the aged
cannot afford the expenses of proper
medical care, and lacking the means,
many do not seek the necessary care.
As long as the method the AMA sup-
ports is that of giving help to those
who must prove their financial need,
there is going to be a strong deterrent to
seeking timely medical care. I am not
going to say that a pauperized person
will be refused medical attention when
he finally seeks it or that a doctor will

intentionally give perfunctory treatment
to such a person. But this is a far cry
from a system of prepaid medical care
where a person feels free to seek services

at the time the need first shows itself;

free of the strong deterrent of having
to subject himself and his family to the
scrutinies and personal investigations
into the details of life—examinations in-

to how and what they buy and how their
children live and spend their money, and
often even investigations at their homes
to determine whether their statements
should not be questioned.
Then, Jet us not overlook the fact that

whether a person qualifies under medical
assistance for the aged depends upon
whether he meets the State definition
of "need." In other words what a per-
son can get under medical assistance for
the aged depends upon what the State
sets as the requirements of '"medical in-
digence," and what, even after the person
meets these requirements, the State can
afford to provide for him in the way of

medical services. The whole point is

that one does not know what, if any-
thing, will be done. Some States will be
in a position to do very little and then
for only those who have very little. I
do not see how this kind of program can
match a system of prepayment for as-
sured protection against the costs of
specified types of services.

The AMA obviously fails to see the
distinction in approach between an in-
dividual needs test and the provision of
health benefits under the old-age, sur-
vivors, and disability insurance program.
It claims that the old-age, survivors, and
disability insurance approach automati-
cally labels all those over age 65 as "med-
ically indigent" and is therefore demean-
ing of the whole group. (Page 83.) By
making this comparison I think the AMA
has clearly demonstrated that it does not
understand how requiring a person to
seek assistance as one who cannot meet
his expenses differs from claiming a ben-
efit of a planned contributory program
made available to all members of the
group without loss of dignity to any
member.

This point is not one that lends itself

to parrying with words—it is a point
where we are dealing with human feel-
ings and we must accept the facts. The
plain fact is that the old-age, survivors,
and disability insurance program does
result in people retaining their dignity

—

the means test does not have that
strength. The plain fact is that old-age,
survivors, and disability insurance has
been accepted as the preferred approach.
The AMA admits that the medical-

assistance-for-the-aged programs "have
not yet been fully implemented," and
offers as an explanation the "laudable
fiscal caution" exercised by States that
have established limited programs be-
cause of a lack of information on the cost
of such programs. (Pages 79 and 80.)

The misinformation of the AMA's hard-
sell advertisement, published in a large
number of newspapers on April 19, 1961,
which said about the Kerr-Mills program
of medical assistance for the aged, "it is

now being put into operation in 46
States"—actually, even as of mid-August
only 14 States had programs in effect

—

has now been replaced by a newer soft-
sell approach—one presenting somewhat
less in the way of outright misinforma-
tion. However, it is common knowledge
that the reason that so many States
have no programs is not because of some
abstract laudable fiscal caution but
because State and local taxes in many
parts of the country have reached the
outer limits of practicability and painful
searches for new tax sources have met
with frustration. It is not surprising
that States, wishing to compete with
their neighbors for new business, are un-
able—not that they are unwilling—to

embark on a brand new welfare program
when in State after State existing State
and local services are starved for ade-
quate support.

In explaining why States without any
medical-assistance-for-the-aged pro-
gram have not acted, the AMA statement
refers to a "campaign of active dispar-

agement of medical assistance for the
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aged, hampering its implementation.
The very people who support H.R. 4222

have been most active in this campaign."
(Page 80.) It is strange that laudable

fiscal caution is used to explain the severe

limitation found in some of the handful
of existing medical-assistance-for-the-
aged programs but not to explain why
the majority of States have taken no
action. In any case, I will take this

opportunity to point out that I as well as

the other advocates of H.R. 4222 have
for many years worked hard to bring

adequate public assistance to the needy
aged. I might add that organized medi-
cine did nothing to help to create the

assistance programs, including the
vendor payment program for medical
care under old-age assistance. I also

know the California Medical Association

opposed the start of the vendor payment
program under old-age assistance there,

and called the program socialized medi-
cine, until it seemed good tactics to sup-
port public assistance as part of an at-

tempt to defeat what they feel is a
greater evil—the King bill. I am de-
lighted at the AMA's change of heart

and their support of medical assistance

for the aged, in spite of their motives. I

am disgusted, however, at their allega-

tions that people who have always sup-
ported public assistance have changed
their minds. I believe that medical as-

sistance for the aged and H.R. 4222 are

both necessary, as do all the supporters

of H.R. 4222 I am acquainted with.

Thus, nothing could be farther from the
truth than the impression given by the
AMA that those recommending enact-

ment of H.R. 4222 are in favor of de-
stroying the medical-assistance-for-the-

aged programs. (Page 79.) H.R. 4222

and medical assistance for the aged are

not alternatives, as the AMA suggests,

any more than the existing public as-

sistance and social insurance programs
are alternatives.
One of the most startling contradic-

tions in the entire AMA testimony ap-
pears on page 79 of the statement. Pre-
viously, the AMA has declared that its

official policy is to give full support to

the Kerr-Mills program and the passage
of State legislation to put that program
into effect. (Page 77.) Now, two pages
later, we are astonished to find the AMA
saying: "Most important, it must be real-

ized that in the opinion of some States
the law is not required and thus they
have wisely not implemented it." Is this

the way that the AMA gives full support
to the development of the Kerr-Mills
program? Is the AMA now suggesting
that in some of the States without such a
program older persons should not even
have help through the Kerr-Mills legis-

lation? Or that in some States no aged
persons outside of those receiving old-
age assistance have a problem of meeting
health care costs? One must wonder
whether the AMA really is sincere in its

professed support of the Kerr-Mills legis-

lation or is merely using that legislation

to attempt to confuse the issue and thus
delay enactment of H.R. 4222.
One reason the AMA gives for the lack

of State action to implement medical-
assistance-for-the-aged programs is

that:

Some State legislatures * • * have been
reluctant to devote State funds to medical
assistance for the aged on the grounds that
it might be superseded [by H.R. 4222.]

(Page 80.)

It should be obvious that there is a
need for medical assistance for the aged
that is separate and apart from the need
for H.R. 4222. If such were not the case,

the States might be expected to abandon
cash payments under their existing pub-
lic assistance programs because of the
existing OASDI program. On the con-
trary, at least one State, West Virginia,

adopted a fuller medical-assistance-for-
the-aged program—as a temporary ex-

pedient in anticipation of Federal health
insurance legislation—than it really

could afford to carry on a continuing
basis, counting on passage of the insur-

ance program to reduce the assistance

program to manageable proportions. It

is not unlikely that the expectation that
H.R. 4222 will be enacted has led some
other States to go further than they
will be able to finance if H.R. 4222 is not
enacted. If H.R. 4222 is not enacted,

these States may well have to cut back
on medical assistance for the aged.

It is the AMA, not the sponsors of

H.R. 4222, who are the Johnny-come-
latelies in supporting medical assistance.

The sponsors of H.R. 4222 recognize

that the medical-assistance-for-the-aged
plans will do a more effective job if they
have the basic provisions of H.R. 4222 on
which to build. Freed from the terrible

financial burden of coping with the
whole problem through public assist-

ance, the States will be able to concen-
trate on supplementing the basic plan
to take care of special needs where such
are found to exist. While the AMA does
not understand why State revenues are

overburdened and why social security

financing is practical, any of us who
know of the practical limits to sources of

State revenues understand the impos-
sible choices faced by the States in al-

locating available funds which fall far

short of meeting the total needs for
education, mental hospitals, highways,
assistance to the indigent aged, and now
medical assistance to the medically in-

digent aged. (Page 81.) The full pro-
grams the medical-assistance-for-the-
aged legislation is capable of producing
would cost the State at least three times
the $137 million the States paid toward
vendor payments for medical care under
old-age assistance in fiscal year 1960 even
if they continue to exercise what the
AMA calls laudable fiscal caution. Ob-
viously, the hard-pressed States will be
able to meet the needs of the medically
indigent aged only after the biggest part
of the job is done through social in-
surance. Even the present cautious
steps taken by some States will prove too
much for a great many States, particu-
larly the ones with lowest income, to
take. In evaluating the potential of the
medical-assistance-for-the-aged pro-
grams, it should also be borne in mind
that future new tax money that may be-
come available in the States for welfare
programs will not necesarily be chan-
neled into medical assistance for the
aged. Other unmet welfare needs may
often have higher priority. Even the

long-established cash old-age assistance
programs of a number of States do not
cover what the States themselves have
determined to be the recipients' needs.
In a survey of 49 States conducted for

the 1960 Advisory Council on Public As-
sistance, it was found that the old-age
assistance payments made by 36 States
failed to meet the State's own standards
of needs for the aged on the rolls, and
these standards are in many cases very
low. The assistance payments made
under the State's aid-to-dependent-
children programs were reported to fall

much shorter of need than those for the
aged.

The AMA speaks of past improve-
ments in medical assistance for the aged
and predicts further improvements.
(Page 79. ) Yet it does not tell of the ex-
perience of West Virginia, which I have
mentioned above, where the State was
not able to sustain its original program
because a program such as H.R. 4222 was
not enacted. To assure that with their

limited resources States will provide
truly adequate medical assistance to the
aged who need it, the primary role in fi-

nancing basic health care for the aged
must be assigned to social security.

COMMENTS ON THE SUMMARY

The AMA concludes its statement with
a reiteration of many of the irrelevan-

cies and gross misrepresentations that I

have already commented on—ranging
from the untenable contention that the
aged are in "reasonably" good financial

circumstances to a statement that the
problem the aged have in financing
medical care can only be solved by some
undefined "adjustment by society."

In appraising the accusations made by
the AMA concerning the loss of freedom
they predict will occur if H.R. 4222 is

enacted, I believe we should also inquire
into the view of life that produced their

statements. The fact is that the repre-
sentatives of organized medicine have
become quite isolated from the general
stream of American thinking and the
desires and aspirations of the American
people. Listen to Dr. Garland, who
testified before this committee on behalf
of the American College of Radiology,
when he equates work as an employee
with slavery: "Most radiologists," he
says, "desire to be free, not employees of

hospitals." I believe that the great ma-
jority of American workers would not
accept this equation of slavery and work
as an employee. I am certain that this

and similar pronouncements lead Ameri-
cans to rightfully feel that when or-

ganized medicine speaks from its lofty

position on matters not related to health
services, it does not speak for the Ameri-
can people. I believe—and I am sure

that the American people will agree

—

that the AMA has a view alien to that
of the majority when it tells us that

everyone gets the health care he needs;

that there is no humiliation or loss of

dignity when an individual applies for

charity; and that the aged are finan-

cially well off. Also, the AMA does not

speak for the American people when it

urges that a plan that would enable the

American people to pay for their health

care in old age should be dismissed be-
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cause the aged can get charity. Such
statements do not reflect the experiences

of the American people or their desire to

remain free and independent—free even
if they have been wc ge earners. Ameri-
cans want to be able to make provisions

against the costs of the health care they
will need when they become old. They
do not want to rely on charity.

Memorandum
August 3, 1961.

Robert J. Myers.
Subject: Comments on cost estimates sec-

tion of statement of American Medical
Association on H.R. 4222.

This memorandum will present certain

factual comments on "Section VI: Cost Esti-

mates for H.R. 4222," in the statement of

the American Medical Association before the
House Ways and Means Committee on H.R.
4222 on August 2.

In the fifth full paragraph on page 43,

there is the criticism that, as late as July,

we were still developing the cost estimates
for each of the separate 'four types of bene-
fits even though the total cost estimate had
long ago been established. There is the im-
plication that we decided in advance what
the cost would be and then tried to figure

out how to arrive at this figure by adjusting
the cost estimates for each of the com-
ponents. This is not the case. In actual
fact, there was no change in the original

estimate for the hospitalization benefits that
was developed in early 1961. The only ques-
tion was the early-year costs for the three
minor benefits. Because of the limited
facilities initially available to provide these
minor benefits and therefore the resulting
low-early-year costs, it was certain that any
revisions of estimates therefor would have
little effect on the total estimate. Thus, as
shown on page 16 in Actuarial Study No.
52, the three minor benefits amount to
less than 5 percent of the total first-year
cost—as was also the case in the original
estimates, although the distribution by type
of benefit was considerably different.

In the last paragraph on page 44, it Is

pointed out that in the estimates of the
first-year costs, the proportion of the total
expenditures for the nursing-home benefit
is relatively small, being only $25 million,
or less than 2% percent of total disburse-
ments—all this being despite the argument
that these nursing-home benefits are pro-
vided to promote the economical use of
hospital facilities. The statement does not
take into account the long-range cost esti-

mates, under which the nursing-home bene-
fits account for 12 percent of the total cost
(since in these estimates it is assumed that
there will be increasing availability of such
nursing-home facilities).

In the third full paragraph on page 45,
it is stated that we have estimated the cost
of nursing-home benefits for the first year
of operation as somewhere between $25 and
$255 million. The source from which these
figures were taken (namely, the Wall Street
Journal article) did not adequately under-
stand the significance of the upper figure,

which, in essence, was developed under high-
cost assumptions for what the situation
would be currently if the program had been
in effect for many years and if adequate ac-
ceptable facilities had been developed. As

Indicated previously, the higher potential

costs that may result from the development
of adequate facilities are recognized In the
long-range cost estimates.

In the last paragraph on page 45, there

are given figures (which are considerably
higher than those quoted above) for general-

nursing-home benefits. It should be clear-

ly recognized that the latter figures are

for general custodial care and do not relate

to the skilled-nursing-home-care benefits

provided under the bill for persons trans-
ferred from a hospital for continued treat-

ment of the conditions for which the indi-

viduals were hospitalized.

In the last paragraph on page 46, it is

stated that our cost estimates allow for
nursing-home benefits to be less than 3

percent of the total benefit cost. As I indi-

cated previously, this is only for the first

year of operation, and a much higher pro-
portion of the cost is represented by the
nursing-home benefits over the long run.

In the third full paragraph on page 47,

there is presented an often-used argument
that the actual cost of the British Na-
tional Health Service in the first year of
operation was nearly 3 times what it had
been estimated to cost. The facts of the
situation are as follows. The original esti-

mate for the net cost to the Government
was made in 1942 (£110 million) . The actual
experience for the first full fiscal year of

operation (April 1949 to March 1950) was
£305 million. The latter figure, however, is

not comparable with the original estimate
for a number of reasons—changes in the
size of the population protected; changes in
the price level; and the inclusion of certain
features in the final plan that were not
contemplated initially (such as dental and
ophthalmic services and the provision of a
staff retirement plan) . Also, it may be
noted that although the cost of the na-
tional health service in terms of pounds
rose by almost 70 percent in the first decade
of operation, the real increase—after ac-
count is taken of rises in the price level and
in the population—was only about 5 to 10
percent. Furthermore, if the costs are ex-
pressed in ttrms of gross national product,
they have been stable over the entire decade
(at a little less than 4 percent)

.

In the third paragraph on page 48, it

is pointed out that the cost of the health
benefits will rise over the years as the
beneficiary roU grows. For one thing, par-
tially offsetting this trend is the esti-

mated growth in the covered population pay-
ing contributions to support the system.
More important, however, is the fact that
the financing arrangements of the bill rec-
ognize this trend in the number of bene-
ficiaries, since the proposal is financed on a
level basis that Is considerably in excess of
the anticipated early-year costs. As a minor
point, this paragraph contains two factual
errors. It is stated that the beneficiary roll

increases by 300,000 aged persons per year,

whereas the correct figure is about 700,000.
Also, it is stated that in 1970 there will be
20 million persons aged 65 and over who
will be entitled to the health benefits; actual-

ly, this figure represents the total aged popu-
lation of the country at that time, where-
as it is estimated that the total ellgibles

will number only 18 million.

In the last two paragraphs on page 48,

general criticism of our cost estimates is

made—namely, to the effect that they have
generally been too low. I do not believe that
this is the case since there are a number
of instances when costs have been over-
estimated, as well as cases where they have
been underestimated. This is particularly
true when costs are considered relative to
taxable payroll rather than in dollars; the
former comparison is the more significant

one since the financing of the program is

based on a percentage tax rate. An example
is given in the statement with the Intention
of proving the gross understatement in the
cost estimates. This allegation is worthy
of considerable analysis.

The statement points out that one of our
studies, made in 1958, gives an intermediate-
cost estimate for the disability insurance
program of $548 million in benefit expendi-
tures in 1965—as against actual 1960 dis-

bursements of $568 million. It would indeed
be a serious situation If the actual figure

for 1960 were already larger than the in-
termediate estimate for 1965. Such is not
the case, however, because the two figures

cited are not comparable.
The 1965 estimate is taken from Actuarial

Study No. 48 and relates to the 1956 act.

On the other hand, the actual 1960 figure
represents the resulting experience after the
liberalizations in the 1958 act—provision of

dependents benefits; liberalization of in-

sured-status provisions; elimination of the
provision providing for offsetting of other
Federal disability benefits and State work-
men's compensation benefits; and general
7-percent increase in the benefit level (and
also for December 1960, the effect of elimi-

nating the age-50 requirement) . The effect

of the addition of dependents benefits can
readily be eliminated from the actual 1960
experience; $79 mUlion was paid In such
benefits, leaving $489 million payable in

benefits to disabled workers. The combined
rffect of the 7 percent benefit increase, the
liberalized insured-status provisions, and the
elimination of the offset provision is a rela-

tive increase in cost of about 25 percent.
Thus, the original estimate of $548 million
for 1965 should be increased by 25 percent
to $685 million, before it is compared with
the 1960 figure of $489 million in benefits

for disabled workers (i.e., exclusive of de-
pendents benefits).
The original estimate for 1960 (shown in

table 15 of Actuarial Study No. 48) was $350
million for the intermediate-cost estimate.
When this figure is adjusted upward by 25
percent to reflect the liberalizations in the
1958 amendments, it becomes $438 miUion.
Thus, the actual benefit experience of $489
million was about 10 percent above the orig-

inal estimate. Even this does not take into
account the fact that the original estimate
was based on 1956 earnings levels, while the
actual benefits paid resulted from the higher
earnings that arose. These higher earnings
also resulted in higher contribution in-

come in 1960 than was originally estimated—
namely, an actual figure of $1,010 million,

as against the original estimate of about
$925 million. In other words, about $85 mil-
lion more in income was received than
initially estimated, versus about $50 million
more in actual benefit payments than orig-

inally estimated (after adjustment for

changes in the law in 1958)

.
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INTRODUCTORY NOTE

This comparison of the major health insurance proposals for older persons
which have been introduced thus far in the 87th Congress has been prepared
by the Staff of the Special Committee on Aging. The basic provisions of the
various bills have been charted without editorial comment. However, because
I believe it is essential to safeguard the user against misinterpretation, I am
prefacing the chart with a few words of explanation.

Some of these proposals, although financed through the Federal Govern-
ment, offer the beneficiary the option of choosing among private health insur-
ance plans—indeed one proposal relates exclusively to private insurance. The
fact that a legislative proposal spells out a package of health benefits to be
obtained through private insurance does not mean that such benefits are
actually available, nor does it mean that the benefits specified could be made
available for anything like the premium amount provided through the proposed
plan. Language that says the private plan must have an "actuarial value"
equal to that of the Government plan does not mean that the individual would
pay no more in premiums than the cost of the Government plan.

It is obvious that commercial insurers cannot offer equivalent benefits at
a lower cost than that of a Government plan even if they were to forego all

profits—a very unlikely possibility. Yet so long as an option is provided, the
sales pressure which insurance companies could bring to bear on those older
people who constitute the better risks might be such that many individuals
unskilled in the complex art of understanding insurance policies would contract
for coverage costing more than equal protection under the Government plan.

By the same token, such an approach would also tend to leave the poorer, more
expensive risks to burden the Government plan. It is essential that a social

insurance health plan be based on community rating, as Blue Cross and Blue
Shield were supposed to be on their initiation. The entire group of older

people to be insured, the good and the bad risks together, must be in the one
plan if it is to be soundly financed.

Moreover, option provisions would mean that social insurance contribu-
tions would be used to pay profits to private insurance companies, thus spending
dollars which buy no protection.

Terms also can be confusing. For example, "guaranteed renewable"
means only that premiums or benefits may not be modified for an individual,

but is no guarantee against rising premiums for all those covered by the policy.

Options for private insurance must be carefully scrutinized with respect to

such provisions as lifetime maximums and exclusions of preexisting conditions.

Another such example is the use of the phrase "free choice" to charac-

terize proposals offering options for private insurance. Such options invariably

result in higher costs, or less protection for the same costs. "Free choice"

when it means the right to choose one's own doctor is meaningful and most
important. "Free choice" when it means merely the right to choose among
insurance carriers offering less protection or charging higher premiums than
the Government plan lacks all meaning and represents only a misleading
slogan.

Three basic questions should be kept in mind in assessing these various

proposals. Is not our Social Security system the one mechanism through
which people can provide for themselves, on a group basis and at a price they
can afford to pay, hospital insurance for their later years which is paid up prior

to old age? Is not this the method through which our older population can
be relieved of the intolerable burden of rising and unpredictable health costs or

of ever higher insurance premiums against these costs? Will not the utiliza-

tion of this social insurance method to help meet the necessarily higher health

costs of older people provide both stimulus and opportunity for private profit

and nonprofit insurance plans to devise more acceptable and less expensive

programs to meet the health costs not covered by the legislation or of younger
groups in the population?

Pat McNamara,
Chairman, Special Committee on Aging.

(1)
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COMPARISON OF HEALTH INSURANCE

Administration bill

Anderson (S. 909),
King (H.R. 4222)

*McNamara (S. 65) *Holland (H.R. 94) 1

The Method in Brief

Through Social Security financ-

ing, provides health benefits at

age 65 without further con-
tribution. Benefits are speci-

fied and uniformly available

for hospitalization, nursing
homes, home health services,

and outpatient diagnostic
services.

Through Social Security financ-

ing, provides health benefits

on retirement without further

contributions; through gen-
eral revenue financing, covers
other retired aged. Benefits
similar to King-Anderson, ex-

cept no deductibles.

Through Social Security financ-

ing, provides health benefits

for all persons eligible for

OASDI benefits, including
younger beneficiaries. Bene-
fits similar to King-Anderson
(except no deductibles) plus
surgeon's fees.

Eligibility

All persons 65 or over eligible for

OASI or railroad retirement
benefits regardless of current
earnings. Eligibility auto-
matic.

All "retired" men 65 or over and
women 62 or over—i.e., who
have total earnings of less

than $2,400 a year or $100 in

each of 3 months or who are

72 or over (other than rail-

road and Federal retirees) 2
.

All persons eligible for OASDI
benefits, including younger
beneficiaries.

Includes 15 million—5 out of 6

—

aged in 1964. Almost all aged
eligible in future.

1962 coverage estimate 16.1

million (15 out of 16) includ-

ing 13.2 million OASI bene-
ficiaries, 1.5 million OAA re-

cipients, and 1.4 million other
retirees.

January 1962 coverage estimate
approximately 17.5 million,

of whom roughly 14.6 million

are aged.

See footnotes at end of table, pp. 6 and 7.
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PROPOSALS FOR OLDER PERSONS, 1961-62

Javits (S. 2664 as amended
May 2, 1962) Lindsay (H.R. 11253) Bow (H.R. 10755)

The Method in Brief

Uses Social Security financing,

plus general revenue financ-

ing for uninsured aged who
are subject to an income test

unless past age 72. (Prior to

amendment, all under 72 were
subject to income test.)

Beneficiary selects among (a)

short-term benefits with no
deductible, (b) longer-term
benefits with deductibles or

(c) payment of up to $100 to-

ward premiums for approved
private health insurance pol-

icy.

Uses Social Security financing

and benefits, identical to King-
Anderson, in combination
with (1) a cash option for in-

dividuals having private in-

surance of specified require-

ments and (2) "Buying-in" for

the Government plan benefits

through a Kerr-Mills-type
program for aged not eligible

under Social Security.

Financed entirely from general

revenues. Provides for an in-

come tax credit (or certificate

for purchasing insurance) of,up
to $125 a year for private

c

med-
ical insurance of specified}types
purchased by or on behalf of

persons 65 and older.

Eligibility

Persons 65 or over who are eli-

gible for OASI benefits or

who meet income test—i.e.,

have income of no more than
$3,000 ($4,500 for a married
couple)—or are age 72; but
excludes anyone receiving

"medical aid" under a feder-

ally supported assistance

program.
As amended, estimated to cover

16 million in mid-1963. 3

Same as King-Anderson and in

addition, would cover aged
persons who meet State means
tests and are brought in

through State action.

Includes 15 million eligible for

OASI or railroad retirement
benefits in 1964 plus an un-
known number who might be
covered by States which
"buy-in."

Any person 65 and over who is

a beneficiary of a qualified

private insurance policy.

Potentially includes the total

population 65 and over (17%
million as of 1963) but actually

would be limited to those aged
who are acceptable risks to

private insurance carriers.
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COMPARISON OF HEALTH INSURANCE

Administration bill

Anderson (S. 909),
King (H.R. 4222)

*McNamara (S. 65) *Holland (H.R. 94)

Hospitalization: Inpatient hospi-

tal services for up to 90 days
per benefit period, with $10
per day deductible required
for first 9 days, with a mini-
mum deductible of $20.

Nursing Home: Skilled nursing-

home services after transfer

from a hospital, for up to 180
days per benefit period.

Maximum on combination
of hospital services and
nursing home services:

150 units of service with
one "unit" equalling 1

day of hospital service or

2 days of nursing home
service.

Home Health Services: Intermit-
tent nursing care, therapy,
and homemaker services for

up to 240 visits a year.

Outpatient Hospital Diagnostic
Services: As required, but sub-
ject to $20 deductible for each
diagnostic study.

Drugs: All drugs used in hospital

or nursing home.

Benefits

Hospitalization: Inpatient hos-

pital services for up to 90
days a year.

Nursing Home: Skilled nursing
home services after transfer

from a hospital, for up to 180
days a year.

Home Health Services: For up to

240 days a year. Includes
therapy and homemaker serv-

ices; medical social work, etc.

Maximum on combination
of hospital services, nurs-

ing home services and
home health services: 90
units of service with 1

"unit" equalling 1 day of

hospital service, 2 days
of nursing home services

or 2% days of home
health services.

Outpatient Diagnostic Services:

Necessary laboratory tests

and X-rays in a hospital.

Drugs: All drugs used in hospi-

tal; for outside hospital, a

portion of such drugs when
prescribed generically. Pre-
cise amount and kinds of

coverage to be determined
by Secretary of HEW, after

study, and within actuarial

limits.

Research: Research and demon-
stration projects to improve
quality and efficiency of

health services.

Hospitalization: Inpatient hos-
pital services for up to 60
days a year.

Nursing Home: Skilled nursing
home services after transfer

from a hospital for up to 120
days minus the number of

days of hospital services.

Surgical Services: Full payment
of fees for surgery provided
in hospital, or for emergency
or minor surgery in outpatient
department of hospital or in

doctor's office.

Drugs: All drugs used in hospi-

tal.

See footnotes at end of table, pp. 6 and 7.



PROPOSALS FOR OLDER PERSONS, 1961-62

Javits (S. 2664 as amended
May 2, 1962) Lindsay (H.R. 11253) Bow (H.R. 10755)

Benefits

Eligible individuals may choose
1 of 3 options of which the
first 2 are Government plans:

(1) Preventive short-term
illness benefits consisting,

during the calendar year, of

(a) 21 days of hospital care

(except that the individual

could request substitution of

skilled nursing home services

at a rate of 3 days for 1 day
of hospital care); (b) physi-

cians' services for 12 days;

(c) up to $100 of ambulatory
diagnostic laboratory or

X-ray services; and (d) 24
days of organized home
health care services; OR

(2) Long-term and chronic

illness benefits, providing
payment of SO percent of the

cost in excess of $125 incurred

by the beneficiary during the

calendar year of (a) 120 days
of hospital care; (b) surgical

services provided in a hospi-

tal; (c) skilled nursing home
services after transfer from a

hospital; and (d) organized
home health care services;

OR
(3) Payment to an insur-

ance carrier of premiums up
to $100 per year on a renew-
able private health insurance
policy that provides benefits

which the Secretary of HEW
determines to be of a value
not less than the value of

benefits under options (1) or

(2)-

Eligible individuals have option
between:

(1) coverage under the
"Government plan" which
provides the same benefits

as the King-Anderson bill;

OR
(2) monthly cash payment

if covered by a qualified pri-

vate health insurance policy

or health benefits plan which
has an actuarial value equal
to that of the Government
plan; (cash payment is to be
$8 per month initially, but
after 2 years of operation
could be varied according to

age to take account of adverse
selection of risks against the
Government plan).

To qualify, a private health

benefits plan must be "guar-
anteed renewable for life."

A plan may qualify even
though it has a range of bene-
fits different from the Gov-
ernment plan so long as (a) its

benefits in the categories cov-
ered by the Government plan

have a value of at least 60
percent of the Government
plan and (b) its benefits for

all categories combined have
an actuarial value at least

equal to that of the Govern-
ment plan.

Beneficiary choosing option

(2) may assign his cash pay-
ment to a carrier.

A tax credit (or certificate for

purchasing insurance) up to

$125 a year on a guaranteed
renewable insurance policy, the
minimum benefits of which
are either of the following two
options:

(1) (a) Hospital room and
board up to $12 per day, and
up to $1,080 in a calendar
year; (b) up to $120 in a calendar
year for ancillary hospital

charges; (c) convalescent hos-
pital room and board up to $6
per day, and up to $186 in a
calendar year, following con-
finement in a general hospital;

and (d) surgical charges ac-

cording to a fee schedule with
a $300 maximum; OR

(2) A plan with up to 25
percent coinsurance and sub-
ject to a deductible and life-

time maximum (either a de-

ductible of not more than $100
in a calendar year with a life-

time maximum of not less than
$5,000, or a deductible of not
more than $200 in a calendar
year with a lifetime maximum
of not less than $10,000) which
provides more extensive bene-
fits of the type under option

(1) plus physicians' and nurses'

fees and drugs and related

requirements.



COMPARISON OF HEALTH INSURANCE

Administration bill

Anderson (S. 909), *McNamara (S. 65) Holland (H.R. 94) 1

King (H.R. 4222)

Financing

Increase of % of 1 percent in

social security tax for employ-
ees and employers (% percent
for self-employed.) and increase

in amount of earnings taxable
from $4,800 to $5,000. 4

(a) For Social Security eligibles,

increase of % of 1 percent
in social security tax for

employees and employers

{% percent for self-

employed) ; additional in-

crease of }{ of 1 percent in

1971.

(b) General revenue financing

of benefits for uninsured. 5

Increase of % of 1 percent in

social security tax for employ-
ees and employers; % percent
for self-employed.

Costs (First year)

$1J£ billion. $1.1 billion. $1.4 billion.

Under established Federal
OASDI system, with States
and accrediting bodies used in

determining eligibility of pro-

viders to participate, etc.

Providers could use nonprofit
agents to represent them.

Administration

Generally same as King-Ander-
son. Secretary of HEW may
use public agencies and non-
profit organizations for appro-
priate tasks.

Generally same as King-Ander-
son. Secretary of HEW may
use nonprofit organizations
for appropriate tasks.

*These bills were introduced early in 1961 before the most recent amendments to the Social Security Act. The esti-

mates of the number of Social Security eligibles and of costs have not been revised to reflect these amendments; they are
shown as originally developed in order to coincide with the financing provided in the bill.

1 H.R. 94 is the same as the Forand bill (H.R. 4700) of the 86th Cong.
2 The bill provides that Congress should take action as soon as possible to make available to railroad retirement

and civil service annuitants a program under which they can obtain the same type of services as those made available
to OASI beneficiaries.

8 Prior to the amendment which eliminated the income test for persons eligible for OASI benefits, the sponsor's
summary of the bill stated: "Out of an estimated 16 million persons 65 and over, 12.3 million would be eligible. Excluded
are 2.2 million on old-age assistance; over 1 million have earnings over $3,000; and more than }i million are covered under
other Federal programs." The sponsor's estimate of costs based on the estimate of 12.3 million eligibles was $1J4 billion.
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PROPOSALS FOR OLDER PERSONS, 1961-62

Javits (S. 2664 as amended
May 2, 1962) Lindsay (H.R. 11253) Bow (H.R. 10755)

Financing

(a) For Social Security eligibles,

increase of }i of 1 percent
in social security tax for

employees and employers
in 1963 (% percent for

self-employed) ; addition-
al increase of }{ of 1 per-

cent in 1972.

(b) General revenue financing
of benefits for uninsured.

(a) Same as King-Anderson for

Social Security eligibles;

(b) General revenues of States
and Federal Government
for uninsured ; Federal
share—-55 to 85 percent
of expenditures in State.

Financed from general revenues.

Costs (First year)

As amended, estimated at $1.6
billion. 3

Amount by which cost would
exceed King-Anderson would
depend on effect of option.

Cost of buying in for unin-
sured could exceed cost of

present Kerr-Mills programs.

If all qualify, total cost about
$2.1 billion in 1963. Allowing
for savings in public assistance

funds and offset of medical de-
ductious on tax returns, net
cost could exceed $1% billion.

Administration

States make payments for

health services. Other func-
tions Federal except as may
be delegated to States.

Generally same as King-Ander-
son. State insurance com-
missioners would determine
whether private insurance
plans qualified under the op-
tion for cash payments toward
premiums, and State agencies

would determine if uninsured
meet means tests.

Treasury Department would ad-
minister.

In relation to the estimates for the bill as originally introduced, however, it should be noted that the population 65 and
over will be about 17K million (not 16 million) in mid-1963 when the proposal would be effective. The amendment was
not accompanied by the sponsor's estimate of coverage and costs. An estimate by the Department of Health, Educa-
tion, and Welfare places the number of eligibles under the amended bill at about 16 million, and the annual rate of benefit

outgo at about $1.6 billion, assuming no old-age assistanse recipients eligible (estimates would be higher to the extent
that States took advantage of this program rather than providing "medical aid" under the assistance programs).

4 Administration has recommended increasing the taxable earnings base to $5,200 instead of $5,000. The tax result-

ing from the increase in earnings would also finance an increase in monthly benefits to the earners involved.
5 Estimates developed at the time the bill was introduced indicated a cost for the noninsured of $290 million, part

of which is already being spent; approximately $265 million in Federal funds is now expended for OAA, MAA, and other
Federal medical programs for aged; net new cost estimated at about $25 million.
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LIST OF HEALTH INSURANCE BILLS

Other health insurance bills introduced in the House of Eepresentatives of the 87th Congress
through May 10, 1962, are listed here, classified according to the Legislative Calendar of the Committee
on Ways and Means:

Health insurance benefits for social

security beneficiaries through OASI

H.R. 195—Ashley.
676—Gilbert.
1765—Dulski.
2407—Dingell.
2443—Roberts.
2518—Rabaut.
2762—Gilbert.
3448—Kowalski.
4111—Halpern.
4168—St. Germain.
4222—King.
4309—Dingell.
4313—Kara ten.

43 14—Machrowicz.
4315—Green

(Pennsylvania)

.

4316—Ullman.
4447—McFall.
4534—Pucinski.

4921—O'Neill.
7793—Santangelo.
11390—Bennett

(Michigan)

.

11641—Daniels.
"

Federal grants to States to provide
health insurance for aged with lim-
ited incomes

H.R. 4731—Curtis (Massa-
chusetts) .

H.R. 4766—Stafford.

Credit against income tax for medical
care insurance premiums

H.R. 10981—Bow.*
11039—Harsha.
11043—Berry.
11053—Derwinski.
11064—Kearns.
11065—Knox.
11066—MacGregor.
11075—Schenck.
11087—Collier.

11089—Ellsworth.
11091—Harrison

(Wyoming).
11092—Hiestand.
11095—King (New York).
11096—Michel.
11097— Miller (New York).
11098—Nelsen.
11101—Bass (New Hamp-

shire) .

1 1 105—Johansen.
11106—Lipscomb.
11107—May.
11109—Van Pelt.

11110—Shriver.
11114—Clancy.
11116—Harvey (tndiana).

11119—Hosmer.
11120—Mailliard.
11139—Moorehead (Ohio).

11189—Glenn.
11194—McDonough.
11203—O'Konski.
11276—Mosher.
1 1466—Barry.

*Differs from Representative Bow's H.R. 10755 primarily through addition of a statement of purpose.

Senate bills:

In the Senate, the earlier Javits bill (S. 937) was cosponsored by Mr. Cooper, Mr. Scott, Mr. Aiken,
Mr. Fong, Mr. Cotton, Mr. Keating, Mr. Prouty, Mr. Saltonstall, and Mr. Kuchel.

S. 909 (Anderson) is cosponsored by the following Senators: Mr. Douglas, Mr. Hartke, Mr.
McCarthy, Mr. Humphrey, Mr. Jackson, Mr. Long of Hawaii, Mr. Randolph, Mr. Engle, Mr. Magnu-
son, Mr. Pell, Mr. Burdick, Mrs. Ncuberger, Mr. Morse, Mr. Long of Missouri, Mr. Moss, and Mr.
Pas tore.

o
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IN THE SENATE OF THE UNITED STATES

June 29, 1962

Ordered to lie on the table and to be printed

AMENDMENTS
Intended to be proposed by Mr. Anderson (for himself, Mr.

Humphrey, Mr. Douglas, Mr. Javits, Mr. Magnuson,

Mr. Pell, Mr. Haetke, Mr. Case, Mr. Burdick, Mr. Mc-

Carthy, Mr. Morse, Mrs. Neubergee, Mr. Engle, Mr.

Moss, Mr. Pastoee, Mr. Kuchel, Mr. Long of Hawaii,

Mr. Jackson, Mr. Long of Missouri, Mr. Keating, Mr.

Cooper, Mr. Hart, Mr. Eandolph, Mr. Metcalf, Mr.

McGee, and Mr. Clark) to the bill (H.R. 10606) to ex-

tend and improve the public assistance and child welfare

services programs of the Social Security Act, and for other

purposes, viz:

1 On page 1, line 4, strike out "Public Welfare Amend-

2 ments of 1962" and insert in lieu thereof "Public Welfare

3 and Health Insurance Amendments of 1962".

6-29-62 A



1 On page 100, line 16, strike out "II" and insert in lieu

2 thereof "III".

3 On page 100, line 18, strike out "201" and insert in lieu

4 thereof "301".

5 On page 100, line 23, strike out "202" and insert in

6 lieu thereof "302".

7 On page 100, betwen lines 15 and 16, insert the follow-

8 ing:

9 "TITLE II—HEALTH BENEFITS

10 "findings and declaeation of purpose

11 "Sec. 200. (a) The Congress hereby finds that (1) the

12 heavy costs of hospital care and related health care are a

13 grave threat to the security of aged individuals, (2) most

14 of them are not able to qualify for and to afford private in-

15 surance adequately protecting them against such costs, (3)

16 many of them are accordingly forced to apply for private or

17 public aid, accentuating the financial difficulties of hospitals

18 and private or public welfare agencies and the burdens on

19 the general revenues, and (4) it is in the interest of the

20 general welfare for financial burdens resulting from hospital

21 services and related services required by these individuals

22 to be met primarily through social insurance.

23 " (b) The purposes of this Act are (1) to provide aged

24 individuals entitled to benefits under the old-age, survivors,

25 and disability insurance system or the railroad retirement



1 system with basic protection against the costs of inpatient

2 hospital services, and to provide, in addition, as an alter-

3 native to inpatient hospital care, protection against the costs

4 of certain skilled nursing facility services, home health serv-

5 ices, and outpatient hospital diagnostic services; to utilize

6 social insurance for financing the protection so provided; to

7 encourage, and make it possible for, such individuals to pur-

8 chase protection against other health costs by providing in

9 such basic social insurance protection a set of benefits which

10 can easily be supplemented by a State, private insurance, or

11 other methods; to assure adequate and prompt payment on

12 behalf of these individuals to the providers of these services

;

13 and to do these things in a manner consistent with the dignity

14 and self-respect of each individual, without interfering in

15 any way with the free choice of physicians or other health

16 personnel or facilities by the individual, and without the ex-

17 ercise of any Federal supervision or control over the prac-

18 tice of medicine by any doctor or over the manner in which

19 medical services are provided by any hospital; and (2) to

20 provide such basic protection, financed from general revenues,

21 to those persons who are now age 65 or over or who will

22 reach age 65 within the next several years and who are not

23 eligible for benefits under the old-age, survivors, and dis-

24 ability insurance or railroad retirement systems.

25 " (c) It is hereby declared to be the policy of the Con-
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^ gress that skilled nursing facility services for which pay-

2 ment may be made under this Act shall be utilized in lieu

3 of inpatient hospital services where skilled nursing facility

4 services would suffice in meeting the medical needs of the

5 patient, and that home health services for which payment

6 may be made under this Act shall be utilized in lieu of in-

7 patient hospital or skilled nursing facility services where

8 home health services would suffice.

9 "Pakt A

—

Health Insurance Benefits foe the Aged

10 "benefits

11 "Sec. 201. The Social Security Act is amended by adding

12 after title XVI the following new title:

13 "'TITLE XVII—HEALTH INSURANCE BENEFITS

14 FOR THE AGED

15 " 'prohibition against interference

16 " 'Sec. 1701. (a) Nothing in this title shall be construed

17 to authorize any Federal officer or employee to exercise any

18 supervision or control over the practice of medicine or the

19 manner in which medical services are provided, or over the

20 selection, tenure, or compensation of any officer or employee

21 of any hospital, skilled nursing facility, or home health

22 agency; or to exercise any supervision or control over the

23 administration or operation of any such hospital, facility, or

24 agency.

25 "'(b) Nothing contained in this title shall be con-
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1 strued to preclude any State from providing, or any individual

2 from purchasing or otherwise securing, protection against the

3 cost of health or medical care services in addition to those

4 for which payment may he made under this title.

5 " 'free choice by patient

6 " 'Sec. 1702. Any individual entitled to have payment

7 made under this title for services furnished him may obtain

8 inpatient hospital services, skilled nursing facility services,

9 home health services, or outpatient hospital diagnostic serv-

10 ices from any provider of services with which an agreement

11 is in effect under this title and which undertakes to provide

12 him such services.

13 " 'description of services

14 " 'Sec. 1703. For purposes of this title—

15 " 'Inpatient Hospital Services

16 " (a) The term "inpatient hospital services" means

17 the following items and services furnished to an inpatient in

18 a hospital and (except as provided in paragraph (3) ) by

19 such hospital

—

20 "'(1) °ed and board (subject, however, to the

21 limitations in section 1709(c) and (d) on the amount

22 which is payable with respect to certain accommoda-

23 tions)

,

24 " ' (2) such nursing services and other related serv-

25 ices, such use of hospital facilities, and such medical
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1 social services as are customarily furnished by such

2 hospital for the care and treatment of inpatients, and

3 such drugs, biologicals, supplies, appliances, and equip-

4 ment, for use in such hospital, as are customarily fur-

5 nished by such hospital for the care and treatment of

6 inpatients, and

7 " ' (3) such other diagnostic or therapeutic items or

8 services, furnished by the hospital or by others under

9 arrangements with them made by the hospital, as are

10 customarily furnished to inpatients either by such hospi-

H tal or by others under such arrangements;

12 excluding, however

—

13 " 1

(4) medical or surgical services provided by a

14 physician, resident, or intern, except services provided

15 in the field of pathology, radiology, physiatry, or anesthe-

16 siology, and except services provided in the hospital by

17 an intern or a resident-in-training under a teaching pro-

18 gram approved by the Council on Medical Education

19 and Hospitals of the American Medical Association (or,

20 in the case of an osteopathic hospital, approved by a

21 recognized body approved for the purpose by the Secre-

22 tary) , and

23 "'(5) the services of a private-duty nurse.



1 " 'Skilled Nursing Facility Services

2 " ' (b) The term "skilled nursing facility services" means

3 the following items and services furnished to an inpatient

4 in a skilled nursing facility, after transfer from a hospital

5 in which he was an inpatient, and (except as provided in

6 paragraph (3) )
by such skilled nursing facility

—

7 " '
( 1 )

nursing care provided by or under the super-

8 vision of a registered professional nurse,

9 "'(2) bed and board in connection with the fur-

10 nishing of such nursing care (subject, however, to the

H limitations in section 1709 (c) and (d) on the amount

12 which is payable with respect to certain accommoda-

13 tions)

,

14 "'(3) physical, occupational, or speech therapy

15 furnished by the skilled nursing facility or by others

16 under arrangements with them made by the facility,

17 "'(4) medical social services,

18 "'(5) drugs, biologicals, supplies, appliances, and

19 equipment which are furnished for use in such skilled

20 nursing facility,

21 "'(6) medical services provided by an intern or

22 resident-in-training of the hospital, with which the facil-

23 ity is affiliated or under common control, under a teach-
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1 ing program of such hospital approved as provided in

2 subsection (a) (4) , and

3 "'(7) sucn other services necessary to the health

4 of the patient as are generally provided by skilled nurs-

5 ing facilities;

6 excluding, however, any item or service if it would not be

7 included under subsection (a) if furnished to an inpatient

8 in a hospital.

9 " 'Home Health Services

10 " ' (c) The term "home health services" means the fol-

H lowing items and services, which are furnished to an indi-

12 vidual, who is under the care of a physician, by a home

13 health agency or by others under arrangements with them

14 made by such agency, under a plan (for furnishing such

15 items and services to such individual) established and pe-

16 riodically reviewed by a physician, which items and serv-

1^ ices are provided in a place of residence used as such individ-

18 ual's home-

—

19 " '
( 1 )

part-time or intermittent nursing care pro-

20 vided by or under the supervision of a registered pro-

21 fessional nurse,

22 "
' (2) physical, occupational, or speech therapy,
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1 "'(3) medical social services,

2 " '

(4) to the extent permitted in regulations, part-

3 time or intermittent services of a home health aid,

4
"

' (5) medical supplies (other than drugs and

5 biologicals
)

, and the use of medical appliances, while

6 under such a plan, and

V " '

(6) in the case of a home health agency which

8 is affiliated or under common control with a hospital,

9 medical services provided by an intern or resident-in-

10 training of such hospital, under a teaching program of

11 such hospital approved as provided in subsection (a)

12 (4) ;

13 excluding, however, any item or service if it would not be

14 included under subsection (a) if furnished to an inpatient in

15 a hospital.

16 " 'Outpatient Hospital Diagnostic Services

17 " '

(d) The term "outpatient hospital diagnostic services"

18 means diagnostic services

—

19 "'(1) which are furnished to an individual as an

20 outpatient by a hospital or by others under arrange-

21 ments with them made by a hospital, and

A.H.R. 10606a 2
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1 " 'which are customarily furnished by such hospital

2 (or by others under such arrangements) to its out-

3 patients for the purpose of diagnostic study

;

4 excluding, however

—

5 "'(3) any item or service if it would not be in-

6 eluded under subsection (a) if furnished to an inpatient

7 in a hospital ; and

8 '"(4) any service furnished under such arrange-

9 ments unless (A) furnished in the hospital or in other

10 facilities operated by or under the supervision of the hos-

11 pital, and (B) in the case of professional services, fur-

12 nished by or under the responsibility of members of

13 the hospital medical staff acting as such members.

14 " 'Drugs and Biologicals

15
"

' (e) The term "drugs" and the term "biologicals",

16 except for purposes of subsection (c) (5) of this section,

17 include only such drugs and biologicals, respectively, as are

18 included in the United States Pharmacopoeia, National

19 Formulary, New and Non-Official Drugs, or Accepted Den-

20 tal Remedies, or are approved by the pharmacy and drug

21 therapeutics committee (or equivalent committee) of the

22 medical staff of the hospital furnishing such drugs or biologi-

23 cals (or of the hospital with which the skilled nursing

24 facility furnishing such drugs or biologicals is affiliated or is

25 under common control)

.
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1 " 'Arrangements for Certain Services

2 " ' (f) As used in this section, the term "arrangements"

3 is limited to arrangements under which receipt of payment

4 by the hospital, skilled nursing facility, or home health

5 agency (whether in its own right or as agent) , as the case

6 may be, with respect to services for which an individual is

7 entitled to have payment made under this title, discharges

8 the liability of such individual or any other person to pay for

9 the services.

10 " 'deductible; duration of services

11 " 'Deductible

12 "'Sec. 1704. (a) (1) Payment for inpatient hospital

13 services furnished an individual during any benefit period

14 shall be reduced by a deduction equal to $20, or if greater,

15 $10 multiplied by the number of days, not exceeding nine,

16 for which he received such services in such period.

17 "'(2) Payment for outpatient hospital diagnostic serv-

18 ices furnished an individual during any thirty-day period

19 shall be reduced by a deduction equal to $20. Por purposes

20 of the preceding sentence, a thirty-day period for any indi-

21 vidual is a period of thirty consecutive days beginning with

22 the first day (not included in a previous such period) on

23 which he is entitled to benefits under this title and on which

24 outpatient hospital diagnostic services are furnished him.



1 " 'Duration of Services

2 "'(b) Payment under this title for services furnished

3 any individual during a benefit period may not be made

4 for—

5 "'(1) inpatient hospital services furnished to him

6 during such period after such services have been furn-

7 ished to him for ninety days during such period; or

8 "'(2) skilled nursing facility services furnished to

9 him during such period after such services have been

10 furnished to him for one hundred and eighty days dur-

11 ing such period.

12 Payment under this title for inpatient hospital services or

13 skilled nursing facility services furnished an individual during

14 a benefit period may also not be made for any such services

15 after one hundred and fifty units of services have been fur-

16 nished to him in such period; and, for purposes of this

17 sentence

—

18 " '
(3) a "unit of service" shall be equal to one day

19 of inpatient hospital services or two days of skilled nurs-

20 ing facility services, and

21 " ' (4) there shall not be counted any impatient hos-

22 pital services furnished in a benefit period for any days

23 in excess of ninety days or any skilled nursing facility

24 services furnished in a benefit period for any days in

25 excess of one hundred and eighty.
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1 For purposes of the preceding provisions of this subsection,

2 inpatient hospital services or skilled nursing facility services

3 shall be counted only if payment is or would, except for this

4 subsection and except for the failure to comply with the

5 procedural and other requirements of or under section 1709

6 (a) (1), be made with respect to such services under this

7 title. Payment under this title for home health services

8 furnished an individual during a calendar year may not be

9 made for any such services after such services have been

10 furnished him during two hundred and forty visits in such

11 year.

12 " 'Benefit Period

13 "'(c) For the purposes of this section, a "benefit

14 period" with respect to any individual means a period of

15 consecutive days

—

16 '"(1) beginning with the first day (not included in

17 a previous benefit period) (A) on which suuh individ-

18 ual is furnished inpatient hospital services or skilled

19 nursing facility services and (B) which occurs in a

20 month for which he is entitled to health insurance bene-

21 fits under this title, and

22 " '

(2) ending with the last day of the first ninety-

23 day period thereafter during each day of which he is

24 neither an inpatient in a hospital nor an inpatient in a

25 skilled nursing facility.
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1 "'Day

2 " (

(d) For the purposes of this section, a "day" on or

3 for which inpatient hospital services or skilled nursing facility

4 services are furnished shall have the meaning customarily

5 assigned to it by the hospital or skilled nursing facility fur-

6 nishing such services, but in no event shall it be less than

7 twenty-four hours (except the day on which such individual

8 is admitted to, or discharged from, such hospital or such

9 skilled nursing facility)

.

10 " 'entitlement to benefits

11 "'Sec. 1705. (a) Every individual who

-

12 " 1

( l ) has attained the age of sixty-five, and

13 " ' (2) is entitled to monthly insurance benefits un-

14 der section 202,

l^ shall be entitled to health insurance benefits for each month

16 for which he is entitled to such benefits under section 202,

1^ beginning with the first month with respect to which he

18 meets the conditions specified in paragraphs (l) and (2).

19 Notwithstanding the preceding provisions of this subsection,

20 no payments may be made under this title for inpatient

21 hospital services, outpatient hospital diagnostic services, or

22 home health services furnished an individual prior to January

23
1, 1964, or for skilled nursing facility services furnished him

24 prior to July 1, 1964.
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2
" ' (b) For the purposes of this section

—

2
" '

( 1 ) entitlement of an individual to health insur-

3 ance benefits under this title for a month shall consist of

4 entitlement to have payment made under, and subject to

5 the limitations in, this title on his behalf for inpatient

q hospital services, skilled nursing facility services, home

7 health services, and outpatient hospital diagnostic serv-

g ices furnished him in the United States (as defined in

9 section 210 (i)
)
during such month; and

10 "'(2) an individual shall be deemed entitled to

H monthly insurance benefits under section 202 for the

12 month in which he died if he would have been entitled

13 to such benefits for such month had he died in the next

14 month.

15 " 'definitions of peovidees of seevioes

16 " 'Sec. 1706. For purposes of this title—

17 " 'Hospital

18 " ' (a) The term "hospital" (except for purposes of sec-

19 tion 1704(c) (2), section 1709(f), paragraph (6) of this

20 subsection, and so much of section 1703(b) as precedes

21 paragraph (1) thereof) means an institution which

—

22 "'(1) is primarily engaged in providing, by or

23 under the supervision of physicians or surgeons, to

24 inpatients (A) diagnostic services and therapeutic serv-
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1 ices for surgical or medical diagnosis, treatment, and

2 care of injured, disabled, or sick persons, or (B) rehabil-

3 itation facilities and services for the rehabilitation of

4 injured, disabled, or sick persons,

5 "'(2) maintains clinical records on all patients,

6 " ' (3) has bylaws in effect with respect to its staff

7 of physicians,

8 "'(4) continuously provides twenty-four-hour

9 nursing service rendered or supervised by a registered

10 professional nurse,

11 " 1

(5) has in effect a hospital utilization review

12 plan which meets the requirements of subsection (e)

,

13 (6) in the case of an institution in any State

14 in which State or applicable local law provides for the

15 licensing of hospitals, (A) is licensed pursuant to such

16 law or (B) is approved, by the agency of such State re-

17 sponsible for licensing hospitals, as meeting the stand-

18 ards established for such licensing, and

19 "'(7) meets such other of the requirements pre-

20 scribed for the accreditation of hospitals by the Joint

21 Commission on the Accreditation of Hospitals, as the

22 Secretary finds necessary in the interest of the health

23 and safety of individuals who are furnished services by

24 or in the institution.

25 For purposes of section 1704 (c) (2) , such term includes any
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1 institution which meets the requirements of paragraph (1)

2 of this subsection. For purposes of section 1709 (f) (in-

3 eluding determination of whether an individual received in-

4 patient hospital services for purposes of such section 1709

5 (f)
)

, and so much of section 1703 (b) as precedes para-

6 graph (1) thereof, such term includes any institution which

7 meets the requirements of paragraphs (1), (2), (4), and

8 (6) of this subsection. Notwithstanding the preceding pro-

9 visions of this subsection, such term shall not, except for

10 purposes of section 1704(c) (2), include any institution

H which is primarily for the care and treatment of tuberculo-

id sis or mentally ill patients.

13 " 'Skilled Nursing Facility

14 "'(b) The term "skilled nursing facility" means (ex-

1^ cept for purposes of section 1704(c) (2)) an institution

1" (or a distinct part of an institution) which is affiliated or

1^ under common control with a hospital having an agreement

18 in effect under section 1710 and which

—

19 " '
( 1 ) is primarily engaged in providing to inpa-

20 tients (A) skilled nursing care and related services for

21 patients who require planned medical or nursing care or

22 (B) rehabilitation services,

23 "'(2) has policies, which are established by a

24 group of professional personnel (associated with the fa-

A.H.K,. 10606a 3
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1 cility)
,
including one or more physicians and one or

2 more registered professional nurses, to govern the skilled

3 nursing care and related medical or other services it pro-

4 vides and which include a requirement that every pa-

5 tient must be under the care of a physician,

6 "'(3) has a physician, a registered professional

7 nurse, or a medical staff responsible for the execution of

8 such policies,

9 "'(4) maintains clinical records on all patients,

10 " '

(5) continuously provides twenty-four-hour nurs-

H ing service rendered or supervised by a registered pro-

12 fessional nurse,

13 "'(6) operates under a utilization review plan,

14 which has been made applicable to it under subsection

15 (g) , of the hospital with which it is affiliated or under

16 common control,

17 " '
( 7 ) in the case of an institution in any State in

18 which State or applicable local law provides for the

19 licensing of institutions of this nature, (A) is licensed

20 pursuant to such law, or (B) is approved, by the agency

21 of such State responsible for licensing institutions of

22 this nature, as meeting standards established for such

23 licensing; and

24 "'(8) meets such other conditions of participation

25 under this section as the Secretary may find necessary
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1 in the interest of the health and safety of individuals

2 who are furnished services by or in such institution;

3 except that such term shall not (other than for purposes

4 of section 1704(c) (2)) include any institution which is

5 primarily for the care and treatment of tuberculosis or

6 mentally ill patients. For purposes of section 1704 (c) (2)

,

7 such term includes any institution which meets the require-

8 ments of paragraph ( 1 ) of this subsection.

9 " 'Home Health Agency

10 "'( c ) The term "home health agency" means an

11 agency which;

—

12 "'(1) is a public agency, or a private nonprofit

13 organization exempt from Federal income taxation under

14 section 501 of the Internal Revenue Code of 1954,

15 "'(2) is primarily engaged in providing skilled

16 nursing services or other therapeutic services,

17 "'(3) has policies, established by a group of pro-

18 fcssional personnel (associated with the agency) , in-

19 eluding one or more physicians and one or more regis-

20 tered professional nurses, to govern the service (re-

21 ferred to in paragraph (2) ) which it provides,

22 "
' (4) maintains clinical records on all patients,

23 " ' (5) in the case of an agency in any State in

24 which State or local law provides for the licensing of

25 agencies of this nature, (A) is licensed pursuant to
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1 such law, or (B) is approved, by the agency of such

2 State responsible for licensing agencies of this nature,

3 as meeting standards established for such licensing, and

4 " ' (6) meets such other conditions of participation

5 as the Secretary may find necessary in the interest of

6 the health and safety of individuals who are furnished

7 services by such agency;

8 except that such terms shall not include any agency which

9 is primarily for the care and treatment of tuberculosis or

10 mentally ill patients.

11 " 'Physician

12 "'(d) The term "physician" means an individual (in-

13 eluding a physician within the meaning of section 1101 (a)

14 (7) )
legally authorized to practice surgery or medicine by

15 the State in which he performs the functions referred to in

16 this title.

17 " 'Utilization Review

18 "'(e) A utilization review plan of a hospital shall be

19 deemed sufficient if it is applicable to services furnished by

20 the institution to individuals entitled to benefits under this

21 title and if it provides

—

22 " '

( 1 ) for the review, on a sample or other basis,

23 of admissions to the institution, the duration of stays

24 therein, and the professional services furnished (A) with

25 respect to the medical necessity of the services, and
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1 (B) for the purpose of promoting the most efficient use

2 of available health facilities and services

;

3 " ' (2) for such review to be made by either (A)

4 a hospital staff committee composed of two or more phy-

5 sicians, with or without participation of other profes-

6 sional personnel, or (B) a group outside the hospital

7 which is similarly composed

;

8 "'(3) for such review, in each case in which

9 inpatient hospital services are furnished to such individ-

10 uals during a continuous period, as of the twenty-first

11 day, and as of such subsequent days as may be specified

12 in regulations, with such review to be made as promptly

13 after such twenty-first or subsequent specified day as

14 possible, and in no event later than one week following

15 such day;

16 '"(4) for prompt notification to the institution,

17 the individual, and his attending physician of any decision

18 of the physician members of such committee or group

19 that any further stay therein is not medically necessary.

20 The provisions of clause (A) of paragraph (2) shall not

21 apply to any hospital where, because of the small size of the

22 institution or for such other reason or reasons as may be

23 included in regulations, it is impracticable for the institution

24 to have a properly functioning staff committee for the pur-

25 poses of this subsection.
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2 " 'Provider of Services

2 " ' (f ) The term "provider of services" means a hospital,

3 skilled nursing facility, or home health agency.

4 " 'Skilled Nursing Facilities Affiliated or Under Common

5 Control With Hospitals

6 " ' (g) A hospital and a skilled nursing facility shall he

7 deemed to be affiliated or under common control if, by reason

8 of a written agreement between them or by reason of a

9 written undertaking by a person or body which controls

10 both of them, there is reasonable assurance that

—

11 " '
( 1 ) the facility will be operated under standards,

12 with respect to

—

13 " ' (A) skilled nursing and related health serv-

1^ ices (other than physicians' services)

,

15 "'(B) a system of clinical records, and

16 "'(C) appropriate methods and procedures for

1' the dispensing and administering of drugs and

1° biologicals,

1^ which are developed jointly by or are agreed to by the

20 two institutions;

21 "'(2) timely transfer of patients will be effected

22 between the hospital and the skilled nursing facility

23 whenever such transfer is medically appropriate, and

24 provision is made for the transfer or the joint use (to the
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1 extent practicable) of clinical records of the two institu-

2 tions; and

3 "'(3) the utilization review plan of the hospital

4 will be extended to include review of admissions to,

5 duration of stays in, and the professional services fur-

6 nished in the skilled nursing facility and including review

7 of such individual cases (and at such intervals) as may

8 be specified in this title or in regulations thereunder,

9 and with notice to the facility, the individual, and his at-

10 tending physician in case of a finding that further skilled

H nursing facility services are not medically necessary.

12 " 'use of state agencies and other organizations

13 to develop conditions of participation for pro-

14 viders of service

" 'Sec. 1707. In carrying out his functions, relating to

determination of conditions of participation by providers of

17
services, under section 1706(a) (7), section 1706(b) (8),

or section 1706 (c) (6) , the Secretary shall consult with the

Health Insurance Benefits Advisory Council established by

section 1712, appropriate State agencies, and recognized

^ national listing or accrediting bodies. Such conditions pre-

^ scribed 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
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1 provided in section 1706(a) (7)) higher requirements for

2 such State than for other States.

3 " 'use of state agencies and others organizations to

4 determine compliance by providers of services

5 with conditions of participation

6 " 'Sec. 1708. (a) The Secretary may, pursuant to agree-

7 ment, utilize the services of State health agencies or other

8 appropriate State agencies for the purposes of (1) deter-

9 mining whether an institution is a hospital or skilled nursing

10 facility, or whether an agency is a home health agency, or

11 (2) providing consultative services to institutions or agencies

12 to assist them (A) to qualify as hospitals, skilled nursing

13 facilities, or home health agencies, (B) to establish and main-

14 tain fiscal records necessary for purposes of this title, and

15 (0) to provide information which may be necessary to per-

16 mit determination under this title as to whether payments

17 are due and the amounts thereof. To the extent that the

18 Secretary finds it appropriate, an institution or agency which

19 such a State agency certifies is a hospital, skilled nursing

20 facility, or home health agency may be treated as such by

21 the Secretary. The Secretary shall pay any such State

22 agency, in advance or by way of reimbursement, as may be

23 provided in the agreement with it (and may make adjust-

24 ments in such payments on account of overpayments or un-

25 derpayments previously made) , for the reasonable cost of
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2 performing the functions specified in the first sentence of this

2 subsection, and for the fair share of the costs attributable to

3 the planning and other efforts directed toward coordination

4 of activities in carrying out its agreement and other activi-

5 ties related to the provision of services similar to those for

g which payment may be made under this title, or related to

7 the facilities and personnel required for the provision of such

g services, or related to improving the quality of such services.

9 "'(b) (1) An institution shall be deemed to meet the

10 conditions of participation under section 1706(a) (except

11 paragraph (5) thereof) if such institution is accredited as

12 a hospital by the Joint Commission on the Accreditation of

13 Hospitals. If such Commission hereafter required a utiliza-

14 tion review plan, or imposes another requirement which

15 serves substantially the same purpose, as a condition for

16 accreditation of a hospital, the Secretary is authorized to find

17 that all institutions so accredited by the Commission comply

18 also with section 1706(a) (5).

19 " '
( 2 ) If the Secretary finds that accreditation of an insti-

20 tution b}^ a national accreditation body, other than the Joint

21 Commission on the Accreditation of Hospitals, provides

22 reasonable assurance that any or all of the conditions of sec-

23 tion 1706 (a)
,

(b) , or (c) , as the case may be, are met, he

24 may, to the extent he deems it appropriate, treat such insti-

A.H.R. 10606a 4
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1 tution as meeting the condition or conditions with respect to

2 which he made such finding.

3 " 'conditions of and limitations on payment for

4 services

5 " 'Requirement of Requests and Certifications

6
"
'Sec 1709. (a) Except as provided in subsection (f),

V payment for services furnished an individual may be made

8 only to eligible providers of services and only if

—

9 " '
( 1 ) written request, signed by such individual

10 except in cases in which the Secretary finds it impractical

11 for the individual to do so, is filed for such payment in

12 such form, in such manner, within such time, and by

13 such person or persons as the Secretary may by regula-

14 tion prescribe;

15 "'(2) a physician certifies (and recertifies, where

16 such services are furnished over a period of time, in

17 such cases and with such frequency, appropriate to the

18 case involved, as may be provided in regulations) that

—

19 "'(A) in the case of inpatient hospital serv-

20 ices, such services are or were required for such

21 individual's medical treatment, or such services are

22 or were required for inpatient diagnostic study;

23 "'(B) in the case of outpatient hospital diag-

24 nostic services, such services are or were required

25 for diagnostic study;
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1 "'(C) in the case of skilled nursing facility

2 services, such services are or were required because

3 the individual needed skilled nursing care on a con-

4 tinuing basis for any of the conditions with respect

5 to which he was receiving inpatient hospital services

6 prior to transfer to the skilled nursing facility or for

« a condition requiring such care which arose after

8 such transfer and while he was still in the facility

9 for treatment of the condition or conditions for which

10 he was receiving such inpatient hospital services

;

H " ' (D) in the case of home health services, such

12 services are or were required because the individual

13 needed skilled nursing care on an intermittent basis

14 or because he needed physical or speech therapy; a

15 plan for furnishing such services to such individual

16 has been established and is periodically reviewed by

17 a physician ; and such services are or were furnished

18 while the individual was under the care of a physi-

19 cian

;

20 " ' (3) with respect to inpatient hospital services or

21 skilled nursing facility services furnished such individual

22 after the twenty-first day of a continuous period of such

23 services, there was not in effect, at the time of admis-

24 sion of such individual to the hospital, a decision under

25 section 1710(e) (based on a finding that timely utili-
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1 zation review of long-stay cases is not being made in

2 such hospital or facility)
;

3 " '

(4) with respect to inpatient hospital services or

4 skilled nursing facility services furnished such individual

5 during a continuous period, a finding has not been made

6 pursuant to the system of utilization review that further

7 inpatient hospital services or further skilled nursing fa-

8 cility services, as the case may be, are not medically

9 necessary; except that, if such a finding has been made,

10 payment may be made for such services furnished in such

11 period before the fourth day after the day on which

12 the hospital or skilled nursing facility, as the case may

13 be, received notice of such finding.

14 " 'Determination of Costs of Services

15 "'(h) The amount paid to any provider of services

16 with respect to services for which payment may be made

1^ under this title shall be the reasonable cost of such services,

1® as determined in accordance with regulations establishing the

19 method or methods to be used in determining such costs for

20 various types or classes of institutions, services, and agencies.

21 In prescribing such regulations, the Secretary shall consider,

22 among other things, the principles generally applied by

23 national organizations (which have developed such prin-

24 ciples) in computing the amount of payment, to be made
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1 by persons other than the recipients of services, to providers

2 of services on account of services furnished to such recipients

3 by such providers. Such regulations may provide for pay-

4 ment on a per diem, per unit, per capita, or other basis,

5 may provide for using different methods in different circum-

6 stances, and may provide for the use of estimates of costs of

7 particular items or services.

8 " 'Amount of Payment for More Expensive Services

9 " ' (c) (1) In case the bed and board furnished as part

10 of inpatient hospital services or skilled nursing facility serv-

11 ices is in accommodations more expensive than two-, three-,

12 or four-bed accommodations and the use of such more expen-

13 sive accommodations rather than such two-, three-, or four-

14 bed accommodations was not at the request of the patient,

15 payment with respect to such services may not exceed an

16 amount equal to the reasonable cost of such services if fur-

17 nished in such two-, three-, or four-bed accommodations

18 unless the more expensive accommodations were required

19 for medical reasons.

20 "'(2) Where a provider of services with which an

21 agreement under this title is in effect furnishes to an in-

22 dividual, at his request, items or services which are in excess

23 of or more expensive than the items or services with respect

24 to which payment may be made under this title, the Secre-
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1 tary shall pay to such provider of services only the equivalent

2 of the reasonable cost of the items or services with respect

3 to which payment under this title may be made.

4 " 'Amount of Payment Where Less Expensive Services

5 Furnished

6 "'(d) In case the bed and board furnished as part of

7 inpatient hospital services or skilled nursing facility services

8 in accommodations other than, but not more expensive than,

9 two-, three-, or four-bed accommodations and the use of such

10 other accommodations rather than two-, three-, or four-bed

11 accommodations was neither at the request of the patient nor

12 for a reason which the Secretary determines is consistent with

13 the purposes of this title, the amount of the payment with

14 respect to such services under this title shall be the reason-

15 able cost of such services minus the difference beween the

16 charge customarily made by the hospital or skilled nursing

17 facility for such services in two-, three-, or four-bed accom-

18 modations and the charge customarily made by it for such

19 services in the accommodations furnished.

20 " 'No Payments to Federal Providers of Services

21 " '(e) No payment may be made under this title (ex-

22 cept under subsection (f) of this section) to any Federal

23 provider of services, except a provider of services which the

24 Secretary determines, in accordance with regulations, is

23 providing services to the public generally as a community
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1 institution or agency ; and no such payment may be made to

2 any provider of services for any item or service which such

3 provider is obligated by a law of, or a contract with, the

4 United States to render at public expense.

5 " 'Payment for Emergency Inpatient Hospital Services

6 "'(f) Payments shall also be made to any hospital for

7 inpatient hospital services or outpatient hospital diagnostic

8 services furnished, by the hospital or under arrangements

9 (as defined in section 1703(e)) with it, to an individual

10 entitled to health insurance benefits under this title even

11 though such hospital does not have an agreement in effect

12 under this title if (A) such services were emergency services

13 and (B) the Secretary would be required to make such pay-

14 ment if the hospital had such an agreement in effect and

15 otherwise met the conditions of payment hereunder. Such

16 payment shall be made only in amounts determined as pro-

17 vided in subsection (1)) and then only if such hospital agrees

18 to comply, with respect to the emergency services provided,

19 with the provisions of section 1710 (a)

.

20 " 'Payment for Services Prior to Notification of

21 Noneligibility

22 " -

(g) Notwithstanding that an individual is not en-

23 titled to have payment made under this title for inpatient

24 hospital services,, skilled nursing facility services, home

25 health services, or outpatient hospital diagnostic services fur-
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1 nished by any provider of services, payment shall be made

2 to such provider of services (unless such provider elects not

3 to receive such payment or, if payment has already been

4 made, refunds such payment within the time specified by

5 the Secretary) for such services which are furnished to the

6 individual prior to notification from the Secretary of his lack

7 of entitlement if such payments are not otherwise precluded

8 under this title and if such provider complies with the rules

9 established hereunder with respect to such payments, has

10 acted in good faith and without knowledge of such lack of

H entitlement, and has acted reasonably in assuming entitle-

12 ment existed.

13 " 'agreements with peovidees of seevices

14 " 'Sec. 1710. (a) Any provider of services shall be

15 eligible for payments under this title if it files with the

16 Secretary an agreement not to charge any individual or

17 any other person for items or services for which such indi-

18 vidual is entitled to have payment made under this title

19 (or for which he would be so entitled if such provider had

20 complied with the procedural and other requirements under

21 or pursuant to this title or for which such provider is paid

22 pursuant to the provisions of section 1709(g)), and to

23 make adequate provision for return (or other disposition, in

24 accordance with regulations) of any moneys incorrectly col-

25 lected from such individual or other person, except that such
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1 provider of services may charge such individual or other

2 person the amount of any deduction imposed pursuant to

3 section 1704 (a) with respect to such services (not in excess

4 of the amount customarily charged for such services by such

5 provider) and, where the provider of services has furnished,

6 at the request of such individual, items or services which

7 are in excess of or more expensive than the items or services

8 with respect to which payment may be made under this

9 title, such provider may also charge such individual or other

10 person for such more expensive items or services but not

11 more than the difference between the amount customarily

12 charged by it for the items or services furnished at such

13 request and the amount customarily charged by it for the

14 items or services with respect to which payment may be

15 made under this title.

16 " ' (b) An agreement with the Secretary under this

17 section may be terminated

—

18 " '
(1) by the provider of services at such time and

19 upon such notice to the Secretary and the public as may

20 be provided in regulations, except that the time such

21 agreement is thereby required by the Secretary to con-

22 tinue in effect after such notice may not exceed six

23 months after such notice, or

24 (2) by the Secretary at such time and upon such

A.H.E. 10606a 5
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1 notice to the provider of services and the public as may

2 be specified in regulations, but only after the Secretary

3 has determined, and has given such provider notification

4 thereof, (A) that such provider of services is not com-

5 plying substantially with the provisions of such agree-

6 ment, or with the provisions of this title and regulations

7 thereunder, or (B) that such provider no longer sub-

8 stanti.ally meets the applicable provisions of section

& 1706, or (C) that such provider of services has failed

10 to provide such information as the Secretary finds

11 necessary to determine whether payments are or were

12 due under this title and the amounts thereof, or has

13 refused to permit such examination of its fiscal and other

14 records by or on behalf of the Secretary as may be

15 necessary to verify such information.

16 Any termination shall be applicable

—

17 "'(3) in the case of inpatient hospital services or

18 skilled nursing facility services, with respect to such

19 services furnished to any individual who is admitted to

20 the hospital or skilled nursing facility furnishing such

21 services on or after the effective date of such termination,

22 "'(4) (A) with respect to home health services

23 furnished to an individual under a plan therefor estab-

24 lished on or after the effective date of such termination,

25 or (B) if such plan is established before such effective
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1 date, with respect to such services furnished to such in-

2 dividual after the calendar year in which such termina-

3 tion is effective, and

4 " ' (5) with respect to outpatient hospital diagnostic

5 services furnished on or after the effective date of such

6 termination.

7
u

'( c
)
Nothing in this title shall preclude any provider of

8 services or any group or groups of such providers from being

9 represented by an individual, association, or organization

10 authorized by such provider or providers of sendees to act

11 on their behalf in negotiating with respect to their participa-

12 tion under this title and the terms, methods, and amounts of

13 payments for services to be provided thereunder.

14 "'(d) Where an agreement filed under this title by a

15 provider of services has been terminated by the Secretary,

16 such provider may not file another agreement under this title

17 unless the Secretary finds that the reason for the termination

18 has been removed and there is reasonable assurance that it

19 will not recur.

20 " '(e) If the Secretary finds that timely review in ac-

21 cordance with section 1706 (e) of long-stay cases in a hos-

22 pital or skilled nursing facility is not being made with rea-

23 sonable regularity, he may, in lieu of terminating his agree-

24 ment with such hospital or facility, decide that, with respect

25 to any individual admitted to such hospital or skilled nursing
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1 facility after a date specified by him, no payment shall be

2 made for inpatient hospital services or skilled nursing facility

3 services after the twenty-first day of a continuous period of

4 such services. Such decision may be made only after such

5 notice to the hospital, or (in the case of a skilled nursing

6 facility) to the hospital and the facility, and to the public

7 as may be prescribed by regulations, and its effectiveness

8 shall be rescinded when the Secretary finds that the reason

9 therefor has been removed and there is reasonable assurance

10 that it will not recur.

11 " 'payment to providers of services

12 " 'Sec. 1711. The Secretary shall periodically determine

13 the amount which should be paid to each provider of serv-

14 ices under this title with respect to the services furnished by

15 it, and the provider shall be paid, at such time or times as

16 the Secretary believes appropriate and prior to audit or

17 settlement by the General Accounting Office, from the

18 Federal Health Insurance Trust Fund the amounts so deter-

19 mined; except that such amounts may be reduced or in-

20 creased, as the case may be, by any sum by which the Sec-

21 retary finds that the amount paid to such provider of services

22 for any prior period was greater or less than the amount

23 which should have been paid to it for such period.
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1 " 'health insurance benefits advisory council

2 " 'Sec. 1712. For the purpose of advising the Secre-

3 tary on matters of general policy in the administration

4 of this title and in the formulation of regulations under this

5 title, there is hereby created a Health Insurance Bene-

6 fits Advisory Council which shall consist of fourteen per-

7 sons, not otherwise in the employ of the United States,

8 appointed by the Secretary without regard to the civil

9 service laws. The Secretary shall from time to time ap-

10 point one of the members to serve as Chairman. Not less

11 than four of the appointed members shall be persons who

12 are outstanding in the fields pertaining to hospitals and

13 health activities. Each appointed member shall hold of-

14 flee for a term of four years, except that any member ap-

15 pointed to fill a vacancy occurring prior to the expira-

16 tion of the term for which his predecessor was appointed

17 shall be appointed for the remainder of such term, and

18 except that the terms of office of the members first taking

19 office shall expire, as designated by the Secretary at the

20 time of appointment, three at the end of the first year,

21 four at the end of the second year, three at the end of

22 the third year, and four at the end of the fourth year
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1 after the date of appointment. An appointed member shall

2 not be eligible to serve continuously for more than two

3 terms. The Secretary may, at the request of the Council,

4 appoint such special advisory or technical committees

5 as may be useful in carrying out its functions. Appointed

6 members of the Advisory Council and members of its

7 advisory or technical committees, while attending meetings

8 or conferences thereof or otherwise serving on business

9 of the Advisorv Council or of such a committee or

10 committees, shall receive compensation at rates fixed

H by the Secretary, but not exceeding $100 per day, and

12 while so serving away from their homes or regular places

1^ of business they may be allowed travel expenses, includ-

14 ing per diem in lien of subsistence, as authorized by section

15 5 of the Administrative Expenses Act of 1946 (5 U.S.C.

16 73b-2) for persons in the Government service employed in-

17 termittently. The Advisory Council shall meet as frequently

18 as the Secretary deems necessary. Upon request of four or

19 more members, it shall be the duty of the Secretary to call a

2^ meeting of tbe Advisory Council.

21 " 'review of determinations

" 'Sec. 1713. Any individual dissatisfied with any de-

23 termination made by the Secretary that he is not entitled to

24 health insurance benefits under this title or that he is not

25 entitled to have payment made under this title with respect
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1 to any class of services furnished him, shall be entitled to a

2 hearing thereon by the Secretary to the same extent as is

3 provided in section 205(b) with respect to decisions of the

4 Secretary, and to judicial review of the Secretary's final de-

5 cision after such hearing as is provided in section 205 (g)

,

6 " 'OVERPAYMENTS TO INDIVIDITALS

7 " 'Sec. 1714. (a) Any payment under this title to any

8 provider of services with respect to inpatient hospital serv-

9 ices, skilled nursing facility services, home health services, or

10 outpatient hospital diagnostic services, furnished any indi-

11 vidual shall be regarded as a payment to such individual.

12 "'(b) Where-

13 " ' (1) more than the correct amount is paid under

14 this title to a provider of services for services furnished

15 an individual and the Secretary determines that, within

16 such period as he may specify, the excess over the cor-

17 rect amount cannot be recouped from such provider of

18 services, or

19 " '

(2) any payment has been made under section

20 1709 (g) to a provider of services for services furnished

21 an individual,

22 proper adjustments shall be made, under regulations pre-

23 scribed by the Secretary, by decreasing subsequent pay-

24 ments

—
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1 "'(3) to which such individual is entitled under

2 title II, or

3
"

' (4) if such individual dies before such adjust-

4 ment has been completed, to which any other individ-

5 ual is entitled under title II with respect to the wages

6 and self-employment income which were the basis of

7 benefits of such deceased individual under such title.

8 "'(c) There shall be no adjustment as provided in sub-

9 section (b) (nor shall there be recovery) in any case where

10 the incorrect payment has been made (including payments

11 under section 1709 (g) ) for services furnished to an individ-

12 ual who is without fault and where such adjustment (or

13 recovery) would defeat the purposes of title II or would be

14 against equity and good conscience.

15
" 1

(d) No certifying or disbursing officer shall be held

16 liable for any amount certified or paid by him to any pro-

17 vider of services where the adjustment or recovery of such

18 amount is waived under subsection (c) or where adjust-

19 ment under subsection (b) is not completed prior to the

20 death of all persons against whose benefits such adjustment

21 is authorized.
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1 " 'use of private organizations to facilitate

2 payment to providers of service

3 "'Sec. 1715. (a) The Secretary is authorized to enter

4 into an agreement with any organization, which has been

5 designated by any group of providers of services, or by an

6 association of such providers on behalf of its members, to

7 receive payments under section 1711 on behalf of such pro-

8 viders, providing for the determination by such organization

9 (subject to such review by the Secretary as may be provided

10 for in the agreement) of the amount of payments required

11 pursuant to this title to be made to such providers, and for

12 making such payments. The Secretary shall not enter into

13 an agreement with any organization under this section

14 unless he finds it consistent with effective and efficient ad-

15 ministration of this title.

16 " ' (b) To the extent that the Secretary finds that per-

17 formance of any of the following functions by an organiza-

18 tion with which he has entered into an agreement under

19 subsection (a) will be advantageous and will promote the

20 efficient administration of this title, he may also include in
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1 the agreement provision that the organization shall (with

2 respect to providers of services which are to receive payments

3 through the organization)

4 "'(1) serve as a center for, and communicate to

5 providers, any information or instructions furnished to

6 it by the Secretary, and serve as a channel of communi-

7 cation from providers to the Secretary

;

8 " '(2) make such audits of the records of provider

9 as may be necessary to insure that proper payments are

10 made under this title;

11 " i

(3) assist in the application of safeguards against

12 unnecessary utilization of services furnished by providers

13 to individuals entitled to have payment made under see-

14 tion 1711;

15 "'(4) perform such other duties as are necessary

16 to carry out the functions specified in subsection (a)

17 and this subsection.

18 " ' (c) An agreement with any organization under this

19 section may contain such terms and conditions as the Secre-

20 tary finds necessary or appropriate, and may provide for

21 advances of funds to the organization for the making of

22 payments by it under subsection (a) and shall provide for

23 payment of the reasonable cost of administration of the

24 organization as determined by the Secretary to be necessary



43

1 and proper for carrying out the functions covered by the

2 agreement.

3 "'(d) If the designation of an organization as provided

4 in this section is made by an association of providers of

5 services, it shall not be binding on members of the association

6 which notify the Secretar}' of their election to that effect.

7 Any provider may, upon such notice as may be specified in

8 the agreement with an organization, withdraw his designation

9 to receive payments through such organization and any pro-

10 vider who has not designated an organization may elect to

11 receive payments from an organization which has entered

12 into agreement with the Secretary under this section, if the

13 Secretary and the organization agree to it.

14 " ' (e) An agreement with the Secretary under this sec-

15 tion may be terminated

—

16 " 1

( 1 )
by the organization entering into such agree-

17 ment at such time and upon such notice to the Secre-

18 tary, to the public, and to the providers as may be

19 provided in regulations, or

20 "
' (2) by the Secretary at such time and upon such

21 notice to the organization, and to the providers which

22 have designated it for purposes of this section, as may

23 be provided in regulations, but only if he finds, after

24 reasonable notice and opportunity for hearing to the
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1 organization, that (A) the organization has failed sub-

2 stantially to carry out the agreement, or (B) the con-

3 tinuation of some or all of the functions provided for

4 in the agreement with the organization is disadvan-

5 tageous or is inconsistent with efficient administration

6 of this title.

7
"

' (f) An agreement with an organization under this

8 subsection may require any of its officers or employees certi-

9 fying payments or disbursing funds pursuant to the agree-

10 ment, or otherwise participating in carrying out the agree-

11 ment, to give surety bond to the United States in such amount

12 as the Secretary may deem appropriate, and may provide

13 for the payment of the charges for such bond from the Fed-

14 eral Health Insurance Trust Fund.

15 "
' (g) (1) No individual designated pursuant to an

16 agreement under this section as a certifying officer shall, in

17 the absence of gross negligence or intent to defraud the

18 United States, be liable with respect to any payments certi-

19 fied by him under this section.

20 " 1

(2) No disbursing officer shall, in the absence of gross

21 negligence or intent to defraud the United States, be liable

22 with respect to any payment by him under this section if it

23 was based upon a voucher signed by a certifying officer desig-

24 nated as provided in paragraph ( 1 ) of this subsection.
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1 " 'option to beneficiaries to continue private

2 health insurance protection

3 " 'Sec. 1716. (a) In lieu of paying a provider of serv-

4 ices under an agreement under this title, payments may be

5 made to an eligible carrier under an approved plan with

6 respect to services which are furnished by such provider of

7 services to any individual entitled to health insurance bene-

8 fits (hereinafter in this section referred to as an "eligible

9 individual") and for which payment would otherwise be

10 made under the preceding provisions of this title (hereinafter

11 in this section referred to as "reimbursable health services")

,

12 if such individual elects to have payment for such services

13 made to such carrier.

14 "'(b)(1) An individual may make an election under

15 subsection (a) with respect to the plan of an eligible carrier

16 only if he was covered by a plan of such carrier (or an affili-

17 ate thereof)
,
providing or paying for the costs of inpatient

18 hospital services, skilled nursing facility services, home health

19 services, and outpatient hospital diagnostic services which are

20 subject to no greater limitations and deductibles than are pro-

21 vided in section 1704, and providing or paying for the costs

22 of some additional health services, continuously during

23 whichever of the following periods is the shorter

—

24 " ' (A) a period of not less than five years ending
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1 with the close of the month in which such individual

2 becomes entitled to health insurance benefits, or

3 " ' (B) (i) if the month in which such individual be-

4 comes entitled to health insurance benefits is January,

5 February, or March of 1964, a period of not less than

6 ninety days ending with the close of the month before

7 such month, or (ii) if the month in which he becomes so

8 entitled is April 1964 or a subsequent month, the period

9 beginning January 1, 1964, and ending with the close

10 of the month before such month in which he becomes so

11 entitled.

12 " ' (2) An election may be made under subsection (a)

13 in such manner and within such period after an individual be-

14 comes entitled to health insurance benefits, but in no event

15 more than three months after the month in which he becomes

16 so entitled, as the Secretary may prescribe ; and an individual

17 shall be permitted only one such election. An election so

18 made may be revoked at such time or times and in such man-

19 ner as may be so prescribed.

20 " ' (c) To be approved with respect to any eligible indi-

21 vidual, a plan must

—

22 " ' (1) include (A) provision of all reimbursable

23 health services or payment to providers of services for

24 the cost of all reimbursable health services furnished by

25 them (as provided in subsection (d) (3)), and (B)
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1 provision of or payment for the cost of some additional

2 health services; and

3 " '
(2) provide for adequate notice to the Secretary

4 and to such individual of termination of such individual's

5 coverage under such plan.

6 "'(d) A carrier shall be eligible for purposes of this

7 section if it

—

8 "'(1) (A) is exempt from income tax under sec-

9 tion 501 (c) of the Internal Revenue Code of 1954,

10 and is licensed in the State with respect to which it

11 requests approval hereunder to provide or pay for the

12 costs of reimbursable health services, or

13 " ' (B) (i) is licensed in the fifty States and the

14 District of Columbia to issue health insurance and, in

15 the most recent year for which data are available, has

16 made health insurance benefit payments aggregating at

17 least 1 percent of all such payments in the fifty States

18 and the District of Columbia, or (ii) is determined by

19 the Secretary to be national in scope, or

20 " '(C) is licensed to issue health insurance in the

21 State with respect to which it requests approval here-

22 under and, in the most recent year for which data are

23 available, has made health insurance benefit payments

24 aggregating at least 10 percent of such payments in such

25 State, or
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1 " ' (D) in the case of a carrier which is not included

2 in subparagraph (A)
,
(B) , or (C) , is licensed to issue

3 group health insurance in the State with respect to which

4 it requests approval hereunder (but in such case it shall

5 be eligible only with respect to such group health

6 insurance)
;

7 "'(2) agrees to provide the Secretary, on request,

8 such reports as may reasonably be necessary to enable

9 him to determine the amounts due, under any plan with

10 respect to which an election has been made under this

11 section, on account of reimbursable health services and

12 the administrative expenses of the carrier in connection

13 therewith, and to permit such access by the Secretary

14 to the records on which such reports are based as may

15 be necessary to enable him to determine the accuracy

16 of such reports; and

17 " '
(3 )

agrees to make payments for reimbursable

18 health services to providers of services in the same

19 amounts, under the same conditions, and subject to the

20 same limitations as are applicable in the case of such

21 services for which payments are made under the preced-

22 ing sections of this title.

23 "'(e) An eligible carrier shall be paid from time to

24 time amounts equal to the payments made or the costs of

25 services provided by it under approved plans for reim-
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1 bursable health services and, in addition, such amounts as

2 the Secretary finds to be the administrative costs of such

3 carrier reasonably necessary to the provision of or payment

4 for the cost of reimbursable health services under an ap-

5 proved plan for eligible individuals.

6 " 'regulations

7 " 'Sec. 1717. When used in this title, the term "regula-

8 tions" means, unless the context otherwise requires, regula-

9 tions prescribed by the Secretary.

10 " 'application oe certain provisions oe title n

11 " 'Sec. 1718. The provisions of sections 206, 208, and

12 216 (j) , and of subsections (a), (d), (e), (f ) , and (h) of

13 section 205 shall also apply with respect to this title to the

14 same extent as they are applicable with respect to title II.

15 " 'designation of organization or publication by

16 NAME

17 " 'Sec 1719. Designation in this title, by name, of any

18 nongovernmental organization or publication shall not be

19 affected by change of name of such organization or publiea-

20 tion, and shall apply to any successor organization or publi-

21 cation which the Secretary finds serves the purpose for which

22 such designation is made.'

23 "federal health insurance trust fund

24 "Sec, 202. (a) Section 201 of the Social Security Act

25 is amended by redesignating subsections (c)
,

(d)
,

(e),



50

1 (f), (g),and (h) as subsections (d), (e), (f ) , (g), (h)

,

2 and (i)
,
respectively, and by adding after subsection (b)

3 the following new subsection:

4 "'(c) There is hereby created on the books of the

5 Treasury of tbe United States a trust fund to be known as

6 the "Federal Health Insurance Trust Fund". The Federal

7 Health Insurance Trust Fund shall consist of such amounts

8 as may be appropriated to, or deposited in, such fund as

9 provided in this section. There is hereby appropriated to the

10 Federal Health Insurance Trust Fund for the fiscal year

11 ending June 30, 1963, and for each fiscal year thereafter, out

12 of any moneys in tbe Treasury not otherwise appropriated,

13 amounts equivalent to 100 per centum of

—

14 " '

( 1 )
( A) 0.18 of 1 per centum of the wages

15 (as defined in section 3121 of the Internal Revenue

16 Code of 1954) paid after December 31, 1962, and

17 before January I, 1964, and reported to the Secretary

18 of the Treasury or his delegate pursuant to subtitle F

19 of the Internal Revenue Code of 1954, which wages

20 shall be certified by the Secretary of Health, Education,

21 and Welfare on the basis of the records of wages estab-

22 lislied and maintained by such Secretary in accordance

23 with such reports; and

24 " ' (B) 0.68 of 1 per centum of the wages (as de-

25 fined in section 3121 of the Internal Revenue Code of
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1 1954) paid after December 31, 1963, and reported to

2 the Secretary of the Treasury or his delegate pursuant to

3 subtitle F of the Internal Revenue Code of 1954, which

4 wages shall be certified by the Secretary of Health, Edu-

5 cation, and Welfare on the basis of the records of wages

6 established and maintained by such Secretary in accord-

7 ance with such reports; and

8 '"(2) (A) 0.135 of 1 per centum of the amount

9 of self-employment income (as denned in section 1402

10 of the Internal Revenue Code of 1954) reported to the

H Secretary of the Treasury or his delegate on tax returns

12 under subtitle F of the Internal Revenue Code of 1954

13 for any taxable year beginning after December 31, 1962,

14 and before January 1, 1964, which self-employment

15 income shall be certified by the Secretary of Health,

16 Education, and Welfare on the basis of the records of

1^ self-employment income established and maintained by

1® the Secretary of Health, Education, and Welfare in ac-

19 cordance with such returns; and

20 " ' (B) 0.51 of 1 per centum of the amount of self-

21 employment income (as defined in section 1402 of the

22 Internal Revenue Code of 1954) reported to the Secre-

23 tary of the Treasury or his delegate on tax returns under

24 subtitle F of the Internal Revenue Code of 1954 for

25 any taxable year beginning after December 31, 1963,
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1 which self-employment income shall be certified by the

2 Secretary of Health, Education, and Welfare on the

3 basis of the records of self-employment income estab-

4 lished and maintained by the Secretary of Health, Edu-

5 cation, and Welfare in accordance with such returns.'

6 "(b) The first sentence of the subsection of such section

7 201 herein redesignated as subsection (d) is amended by

8 striking out 'and the Federal Disability Insurance Trust

9 Fund' and inserting in lieu thereof ', the Federal Disability

10 Insurance Trust Fund, and the Federal Health Insurance

11 Trust Fund'.

12 "(c) Paragraph (1) of the subsection of such section

13 201 herein redesignated as subsection (h) is amended by

14 striking out 'titles II and VIII' and 'this title' wherever

15 they appear and inserting in lieu thereof 'this title and title

16 XVII'.

17 "(d) The last sentence of paragraph (2) of such sub-

18 section is amended by striking out 'and clause (1) of sub-

19 section (b) ' and inserting in lieu thereof ', clause (1) of

20 subsection (b) , and clause (1) of subsection (c)'.

21 "(e) The subsection of such section herein redesig-

22 nated as subsection (i) is amended by adding at the end

23 thereof the following new sentence : 'Payments required to be

24 made under title XVII shall be made only from the Federal

25 Health Insurance Trust Fund.'
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1 "(f) Section 218(h) (1) of such Act is amended by

2 striking out 'and (b) (1)' and inserting in lieu thereof

3 ', (b) (1), and (c) (1)'.

4 "
(g) Section 221 (e) of such Act is amended

—

5 "(A) by striking out 'Trust Funds' wherever that

6 appears and inserting in lieu thereof 'Trust Funds (ex-

7 cept the Federal Health Insurance Trust Fund)':

8 "(B) by striking out 'subsection (g) of section

9 201' and inserting in lieu thereof 'subsection (h) of

10 section 201'; and

11 " (C) by inserting 'under this title' before the

12 period at the end thereof.

13 "(h) Section 1106(b) of such Act is amended by

14 striking out 'and the Federal Disability Insurance Trust

15 Fund' and inserting in lieu thereof ', the Federal Disability

16 Insurance Trust Fund, and the Federal Health Insurance

17 Trust Fund'.

18 "increase in earnings base

19 "Definition of Wages

20 "Sec. 203. (a)(1) Paragraph (3) of section 209 (a)

21 of the Social Security Act is amended by inserting 'and

22 prior to 1963' after '1958'.

23 "(2) Such section 209 (a) is further amended by adding

24 at the end thereof the following new paragraph:

25 "'(4) That part of remuneration which, after re-
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1 numeration (other than remuneration referred to in the

2 succeeding subsections of this section) equal to $5,200

3 with respect to employment has been paid to an indi-

4 vidua! during any calendar year after 1962, is paid to

5 such individual during such calendar year;'.

6 "Definition of Self-employment Income

7 "(b) (1) Subparagraph (C) of section 211(b) (1) of

8 such Act is amended by inserting 'and prior to 1963' after

9 '1958'; and by striking out '; or' and inserting in lieu

10 thereof
'

; and'.

11 "(2) Such section 211(b) (1) is further amended by

12 adding at the end thereof the following new subparagraph:

13 "'(D) For any taxable year ending after 1962,

14 (i) $5,200, minus (ii) the amount of wages paid to

15 such individual during the taxable year; or'.

16 "Definitions of Quarter and Quarter of Coverage

17 "(c) (1) Clause (ii) of section 213(a) (2) of such

18 Act is amended by striking out '1958' and inserting in lieu

19 thereof '1958 and before 1963, or $5,200 in the case of a

20 calendar year after 1962'.

21 " (2) Clause (hi) of section 213 (a) (2) of such Act is

22 amended by striking out '1958' and inserting in lieu thereof

23 '1958 and before 1963, or $5,200 in the case of a taxable

24 year ending after 1962'.
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"Table for Determining Primary Insurance Amount

"(d) (1) The table in section 215(a) of such Act is

amended by striking out all the figures in columns II, III,

IV, and V beginning with the line which reads

"'101.50 102.30 315 319 100 254.00'

and down through the line which reads

"'399 400 127 254.00'

and inserting in lieu thereof the following

:

'101.50 102.30 315 319 109 255.20
102.40 103.20 320 323 110 258.40
103.30 104.20 324 328 111 262.40
104.30 105.10 329 333 112 266.40
105.20 106.00 334 337 113 268.00
106.10 107.00 338 342 114 268.00
107.10 107.90 343 347 115 268.00
108.00 108.50 348 351 116 268.00

352 356 117 268.00
357 361 118 268.00
362 365 119 268.00
366 370 120 268.00
371 375 121 268.00
376 379 122 268.00
380 384 123 268.00
385 389 124 268.00
390 393 125 268.00
394 398 126 268.00
399 403 127 268.00
404 407 128 268.00
408 412 129 268.00
413 417 130 268.00
418 421 131 268.00
422 426 132 268.00
427 431 133 268.00
432 433 134 268.00

" (2) The amendment made by paragraph (1) shall In-

applicable with respect to monthly insurance benefits under

title II of such Act for months after December 1962 and

with respect to lump-sum death payments in the case of

deaths after December 1962.

"Average Monthly Wage

"(e) Paragraph (1) of section 215(e) of such Act is

amended by striking out 'and the excess over $4,800 in the
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1 case of any calendar year after 1958' and inserting in lieu

2 thereof 'the excess over $4,800 in the case of any calendar

3 year after 1958 and before 1963, and the excess over

4 $5,200 in the case of a calendar year after 1962'.

5 "technical amendments

6 "Suspension in Case of Aliens

7 "Sec. 204. (a) Subsection (t) of section 202 of such

8 Act is amended by adding at the end thereof the following

9 new paragraph:

10 "'(9) No payments shall be made under title

11 XVII with respect to services furnished to an individ-

12 ual in any month for which the prohibition in para-

13 graph (1) against payment of benefits to him is ap-

14 plicable (or would be if he were entitled to any such

15 benefits)
.'

16 "Persons Convicted of Subversive Activities

17 "(b) Subsection (u) of such section is amended by strik-

18 ing out 'and' before the phrase 'in determining the amount

19 of any such benefit payable to such individual for any such

20 month,' and inserting after such phrase 'and in determining

21 whether such individual is entitled to health insurance bene-

22 fits under title XVII for any such month,'.

23 "Advisory Council on Social Security Financing

24 "(c) (1) Subsection (a) of section 116 of the Social

25 Security Amendments of 1956 is amended by striking out
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1 'and of the Federal Disability Insurance Trust Fund' and

2 inserting in lieu thereof of the Federal Disability Insurance

3 Trust Fund, and of the Federal Health Insurance Trust

4 Fund'. Such subsection is further amended by inserting be-

5 fore the period at the end thereof 'and the health insurance

6 benefits program'.

7 "(2) Subsection (d) of such section is amended by

8 striking out 'and the Federal Disability Insurance Trust

9 Fund' and inserting in lieu thereof the Federal Disability

10 Insurance Trust Fund, and the Federal Health Insurance

11 Trust Fund'.

12 "(3) Subsection (f) of such section is amended by

13 striking out ', the adequacy of benefits under the program,

14 and all other aspects of the program' and inserting in lieu

15 thereof 'and the health insurance benefits program, the

16 adequacy of benefits under the program, and all other aspects

17 of the program'.

18 'Tart B

—

Amendments to the Internal Revenue

19 Code of 1954

20 "changes in tax schedules

21 "Self-Employment Income Tax

22 "Sec. 211. (a) Section 1401 of the Internal Revenue

23 Code of 1954 (relating to the rate of tax on self-employ-

24 ment income) is amended to read as follows:
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1 " 'SEC. 1401. RATE OF TAX.

2 " 'In addition to other taxes, there shall be imposed for

3 each taxable year, on the self-employment income of every

4 individual, a tax as follows

—

5 "'(1) in the case of any taxable year beginning

6 after December 31, 1962, and before January 1, 1964,

7 the tax shall be equal to 5.4 percent of the amount of

8 the self-employment income for such taxable year;

9 "'(2) in the case of any taxable year beginning

10 after December 31, 1963, and before January 1, 1966,

11 the tax shall be equal to 5.8 percent of the amount of

12 the self-employment income for such taxable year;

13 "'(3) in the case of any taxable year beginning

14 after December 31, 1965, and before January 1, 1968,

15 the tax shall be equal to 6.6 percent of the amount of

16 the self-employment income for such taxable year; and

1^ "'(4) in the case of any taxable year beginning

18 after December 31, 1967, the tax shall be equal to 7.3

19 percent of the amount of the self-employment income

20 for such taxable year.'

21 "Tax on Employees

22 "(b) Section 3101 of such Code (relating to rate of tax

23 on employees under the Federal Insurance Contributions

24 Act) is amended to read as follows:
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j " 'SEC. 3101. RATE OF TAX.

2 " 'In addition to other taxes, there is hereby imposed on

3 the income of every individual a tax equal to the following

4 percentages of the wages (as defined in section 3121 (a)
)

5 received by him with respect to employment (as defined in

6 section 3121 (b) )
—

7 "
( 1 ) with respect to wages received during the

g calendar year 1963, the rate shall be 3-f percent;

9 "'(2) with respect to wages received during the

10 calendar years 1964 and 1965, the rate shall be 3J

11 percent

;

12 "'(%) with respect to wages received during the

13 calendar years 1966 and 1967, the rate shall be 4f

14 percent; and

15 " 1

(4) with respect to wages received after Decem-

16 ber 31, 1967, the rate shall be 4£ percent.'

17 "Tax on Employers

18 " (c) Section 3111 of such Code (relating to rate of tax

19 on employers under the Federal Insurance Contributions

20 Act) is amended to read as follows:

21 " 'SEC. 3111. RATE OF TAX.

22 " 'In addition to other taxes, there is hereby imposed on

23 every employer an excise tax, with respect to having indi-

24 viduals in his employ, equal to the following percentages of
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1 the wages (as defined in section 3121 (a)
)
paid by him with

2 respect to employment (as defined in section 3121 (b) )
—

3 " '

( 1 ) with respect to wages paid during the calen-

4 dar year 1963, the rate shall be 3f percent;

5 " ' (2) with respect to wages paid during the calen-

6 dar years 1964 and 1965, the rate shall be 3-J percent;

7 " ' (3) with respect to wages paid during the calen-

8 dar years 1966 and 1967, the rate shall be 4f percent;

9 and

10 " ' (4) with respect to wages paid after December

11 31, 1967, the rate shall be 4£ percent.'

12 "Effective Dates

13 " (d) The amendment made by subsection (a) shall

14 apply with respect to taxable years beginning after Decem-

15 ber 31, 1962. The amendments made by subsections (b)

16 and (c) shall apply with respect to remuneration paid after

17 December 31, 1962.

18 "increase in tax base

19 "Definition of Self-Employment Income

20 Sec. 212. (a) (1) Subparagraph (C) of section 1402

21 (b) (1) of the Internal Revenue Code of 1954 is amended

22 by adding 'and before 1963' after '1958'; and by striking

23 out 'or' and inserting in lieu thereof 'and'.

24 "(2) Such section 1402(b) (1) is further amended by

25 adding at the end thereof the following new subparagraph:
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1 " ' (D) for any taxable year ending after 1962,

2 (i) $5,200, minus (ii) the amount of the wages

3 paid to such individual during the taxable year;

4 or'.

5 "Definition of Wages

6 "(b) Section 3121(a) (1) of such Code is amended

7 by striking out '$4,800' wherever it appears and insert-

8 ing in lieu thereof '$5,200'.

9 "Federal Service

10 "(c) Section 3122 of such Code is amended by strik-

11 ing out '$4,800' and inserting in lieu thereof '$5,200'.

12 "Returns in the Case of Governmental Employees in Guam

13 and American Samoa

14 "(d) Section 3125 of such Code is amended by strik-

15 ing out '$4,800' wherever it appears and inserting in lieu

16 thereof '$5,200'.

17 "Special Refunds of Employment Taxes

18 "(e)(1) Section 6413(c)(1) of such Code is

19 amended

—

20 " (A) by inserting 'and prior to the calendar year

21 1963' after 'the calendar year 1958';

22 "(B) by inserting 'or (C) during any calendar year

23 after the calendar year 1962, the wages received by him

24 during such year exceed $5,200,' after 'exceed

25 $4,800,'; and
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1 "(C) by inserting before the period at the end

2 thereof 'and before 1963, or which exceeds the tax with

3 respect to the first $5,200 of such wages received in

4 such calendar year after 1962'.

5 "(2) Section 6413(c) (2) (A) of such Code is amended

6 by striking out 'or $4,800 for any calendar year after 1958'

7 and inserting in lieu thereof '$4,800 for the calendar year

8 1959, 1960, 1961, or 1962, or $5,200 for any calendar

9 year after 1962'.

10 "Effective Date

11 "(f) The amendments made by subsections (b), (c),

12 and (d) shall be applicable with respect to remuneration

13 paid after 1962.

14 "technical amendment

15 "Sec. 213. Section 3121 (1) (6) of the Internal Revenue

16 Code of 1954 is amended by striking out 'and the Federal

17 Disability Insurance Trust Fund,' and inserting in lieu thereof

18 ', the Federal Disability Insurance Trust Fund, and the

19 Federal Health Insurance Trust Fund,'. The amendment

20 made by this section shall be effective January 1, 1963.

21 "Part C

—

Railroad Retirement Amendments

22 "Health Insurance Benefits for the Aged

23 "Sec. 221. (a) The Railroad Retirement Act of 1937

24 is amended by adding after section 20 of such Act the follow-

25 ing new section:
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1 " 'Health Insurance Benefits for the Aged

2 " 'Sec. 21. (a) For the purposes of this section, and

3 subject to the conditions hereinafter provided, the Board

4 shall have the same authority to determine the rights of

5 individuals described in subsection (b) of this section to

6 have payments made on their behalf for health insur-

7 ance benefits consisting of inpatient hospital services, skilled

8 nursing facility services, home health services, and outpatient

9 hospital diagnostic services within the meaning of title XVII

10 of the Social Security Act as the Secretary of Health, Educa-

11 tion, and Welfare has under such title XVII with respect to

12 individuals to whom such title applies. The rights of indi-

13 viduals described in subsection (b) of this section to have

14 payment made on their behalf for the services referred to in

15 the next preceding sentence shall be the same as those of

16 individuals to whom title XVII of the Social Security Act

17 applies and this section shall be administered by the Board

18 as if the provisions of such title XVII were applicable, refer-

19 ences to the Secretary of Health, Education, and Welfare

20 were to the Board, references to the Eederal Social Insurance

21 Trust Fund were to the Railroad Retirement Account, refer-

22 ences to the United States or a State included Canada or a

23 subdivision thereof, and the provisions of sections 1707 and

24 1712 of such title XVII were not included in such title. For

25 purposes of section 11, a determination with respect to the
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1 rights of an individual under this section shall, except in the

2 case of a provider of services, be considered to be a decision

3 with respect to an annuity.

4 "'(b) Except as otherwise provided in this section,

5 every individual who

—

6 "'(A) has attained age sixty-five and

7 "'(B) (i) is entitled to an annuity, or (ii) would

8 be entitled to an annuity had he ceased compensated

9 service and, in the case of a spouse, had such spouse's

10 husband or wife ceased compensated service, or (hi)

11 had been awarded a pension under section 6, or (iv)

12 bears a relationship to an employee which, by reason of

13 section 3 (e) , has been, or would be, taken into account

14 in calculating the amount of an annuity of such employee

15 or his survivor,

16 shall be entitled to have payment made for the services re-

17 ferred to in subsection (a) , and in accordance with the pro-

18 visions of such subsection. The payments for services herein

19 provided for shall be made from the Railroad Retirement Ac-

20 count (in accordance with, and subject to, the conditions

21 applicable under section 10(b) in making payment of other

22 benefits) to the hospital, skilled nursing facility, or home

23 health agency providing such services, including such serv-

24 ices provided in Canada to individuals to whom this sub-

25 section applies but only to the extent that the amount of
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1 payments for services otherwise hereunder provided for an

2 individual exceeds the amount payable for like services pro-

3 vided pursuant to the law in effect in the place in Canada

4 where such services are furnished.

5 (c) No individual shall be entitled to have payment

6 made for the same services, which are provided for in this

7 section, under both this section and title XVII of the Social

8 Security Act, and no individual shall be entitled to have

9 payment made under both this section and such title XVII

10 for more than ninety days of inpatient hospital services or

11 more than one hundred and eighty days of skilled nursing

12 facility services or more than one hundred and fifty units of

13 such services during any benefit period, or more than two

14 hundred and forty visits in any calendar year in which home

15 health services are furnished. In any case in which an indi-

16 vidual would, but for the preceding sentence, be entitled to

17 have payment for such services made under both this section

18 and such title XVII, payment for such services to which such

19 individual is entitled shall be made in accordance with the

20 procedures established pursuant to the next succeeding

21 sentence, upon certification by the Board or by the Secretary

22 of Health, Education, and Welfare. It shall be the duty of

23 the Board and such Secretary with respect to such cases

24 jointly to establish procedures designed to minimize dupli-

25 cations of requests for payment for services and determina-



66

1 tions and to assign administrative functions between them so

2 as to promote the greatest facility, efficiency, and consistency

3 of administration of this section and title XVII of the Social

4 Security Act; and, subject to the provisions of this subsection

5 to assure that the rights of individuals under this section or

6 title XVII of the Social Security Act shall not be impaired or

7 diminished by reason of the administration of this section and

8 title XVII of the Social Security Act. The procedures so

9 established may be included in regulations issued by the

10 Board and by the Secretary of Health, Education, and Wei-

ll fare to implement this section and such title XVII, respec-

12 tively.

13
"

'

(d) Any agreement entered into by the Secretary of

14 Health, Education, and Welfare pursuant to title XVII of the

15 Social Security Act shall be entered into on behalf of both

16 such Secretary and the Board. The preceding sentence shall

17 not be construed to limit the authority of the Board to enter

18 on its own behalf into any such agreement relating to serv-

19 ices provided in Canada or in any facility devoted primarily

20 to railroad employees.

21 "'(e) A request for payment for services filed under

22 this section shall be deemed to be a request for payment for

23 services filed as of the same time under title XVII of the

24 Social Security Act, and a request for payment for services
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1 filed under such title shall be deemed to be a request for pay-

2 ment for services filed as of the same time under this section.

3 "'(f) The Board and the Secretary of Health, Educa-

4 tion, and Welfare shall furnish each other with such infor-

5 mation, records, and documents as may be considered neces-

6 sary to the administration of this section or title XVII of the

7 Social Security Act.'

8 "Amendment Preserving Relationship Between Railroad Rc-

9 tirement and Old-Age, Survivors, Disability, and Health

10 Insurance Systems

11 " (b) Section (1) (q) of such Act is amended by strik-

12 ing out '1961' and inserting in lieu thereof '1962'.

13 "Financial Interchange Between Railroad Retirement Ac-

14 count and Federal Health Insurance Trust Fund

15 "(c) (1) Section 5 (k) (2) of such Act is amended—

16 "(A) by striking out subparagraphs (A) and (B)

17 and redesignating subparagraphs (C)
,

(D) , and (E)

18 as subparagraphs (A), (B) , and (C)
,
respectively

:

19 " (B) by striking out the second sentence and the

20 last sentence of the subparagraph redesignated as sub-

21 paragraph (A) by subparagraph (A) of this paragraph

;

22 "(C) by adding at the end of the subparagraph

23 redesignated as subparagraph (A) by subparagraph
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1 (A) of this paragraph the following new subdivision:

2
"

' (iii) At the close of the fiscal year ending

3 June 30, 1963, and each fiscal year thereafter, the

4 Board and the Secretary of Health, Education, and

5 Welfare shall determine the amount, if any, which,

fi if added to or subtracted from the Federal Health

7 Insurance Trust Fund would place such fund in

8 the same position in which it would have been if

9 service as an employee after December 31, 1936,

10 had been included in the term "employment" as

H defined in the Social Securit}^ Act and in the Federal

12 Employment Contributions Act. Such determina-

13 tion shall be made no later than June If) following

14 the close of the fiscal year. If such amount is to be

1^ added to the Federal Health Insurance Trust Fund

1" the Board shall, within ten days after the deter-

17 mination, certify such amount to the Secretary of

18 the Treasury for transfer from the Retirement Ac-

19 count to the Federal Health Insurance Trust Fund;

20 if such amount is to be subtracted from the Federal

21 Health Insurance Trust Fund the Secretary of

22 Health, Education, and Welfare shall, within ten days

23 after the determination, certify such amount to the

24 Secretary of the Treasury for transfer from the

25 Federal Health Insurance Trust Fund to the Re-
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1 tirernent Account. The amount so certified shall

2 further include interest (at the rate determined

3 under subparagraph (B) for the fiscal year under

4 consideration) payable from the close of such fiscal

5 year until the date of certification.'

;

6 "(D) by striking out 'subparagraph (B) and (0)'

7 where it appears in the subparagraph redesignated as

8 subparagraph (B) by subparagraph (A) of this para-

9 graph and inserting in lieu thereof 'subparagraph (A) ';

10 and

H " (E) by amending the subparagraph redesignated

12 as subparagraph (C) by subparagraph (A) of this para-

13 graph to read as follows:

14 "'(C) The Secretary of the Treasury is authorized

15 and directed to transfer to the Federal Old-Age and Sur-

16 vivors Insurance Trust Fund, the Federal Disability In-

17 surance Trust Fund, or the Federal Health Insurance

18 Trust Fund from the Retirement Account or to the Re-

19 tirernent Account from the Federal Old-Age and Sur-

20 vivors Insurance Trust Fund, the Federal Disability

21 Insurance Trust Fund, or the Federal Health Insurance

22 Trust Fund, as the case may be, such amounts as, from

23 time to time, may be determined by the Board and the

24 Secretary of Health, Education, and Welfare pursuant

25 to the provisions of subparagraph (A) , and certified by
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1 the Board or the Secretary of Health, Education, and

2 Welfare for transfer from the Retirement Account or

3 from the Federal Old-Age and Survivors Insurance Trust

4 Fund, the Federal Disability Insurance Trust Fund, or

5 the Federal Health Insurance Trust Fund.'

6 " (2) The amendments made by paragraph (1) of this

7 subsection shall be effective January 1, 1963. Such amend-

8 ments and the amendments made by section 202 (a) shall

9 not be construed to increase or diminish the sums to be trans-

10 ferred, under the provisions of section 5(k) (2) of the

11 Railroad Eetirement Act before their amendment by para-

12 graph (1) of this subsection, between the Railroad Retire-

13 ment Account and the Federal Old-Age and Survivors

14 Insurance Trust Fund or the Federal Disability Insurance

15 Trust Fund.

16 "Tax on Employees

17 "Sec. 222. (a) Section 3201 of the Railroad Retire-

18 ment Tax Act is amended by striking out ': Provided' and

19 inserting in lieu thereof the following: '. With respect to

20 compensation paid for services rendered after the date

21 with respect to which the rates of taxes imposed by sec-

22 tion 3101 of the Federal Insurance Contributions Act are

23 increased with respect to wages by section 220(b) of

24 the Act which amended the Social Security Act by adding

25 title XVII the rates of tax imposed by this section shall
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1 be increased, with respect only to compensation paid for

2 services rendered before January 1, 1965, by the num-

3 ber of percentage points (including fractional points) that

4 the rates of taxes imposed by such section 3101 are so in-

5 creased with respect to wages : Provided'

.

6 "Tax on Employee Representatives

7 "(b) Section 3211 of the Railroad Retirement Tax Act

8 is amended by striking Provided'
1

and inserting in lieu

9 thereof the following: '. With respect to compensation paid

10 for services rendered after the date with respect to which the

11 rates of taxes imposed by section 3101 of the Federal Insur-

12 ance Contributions Act are increased with respect to wages

13 by section 220(b) of the Act which amended the Social

14 Security Act by adding title XVII the rates of tax imposed

15 by this section shall be increased, with respect only to com-

16 pensation paid for services rendered before January 1, 1965,

17 by twice the number of percentage points (including frac-

18 tional points) that the rates of taxes imposed by such section

19 3101 are so increased with respect to wages: Provided'.

20 "Tax on Employers

21 " (c) Section 3221 of the Railroad Retirement Tax Act

22 is amended by inserting after '$400' the first time it ap-

23 pears the following: With respect to compensation paid

24 for services rendered after the date with respect to which

25 the rates of taxes imposed by section 3111 of the Federal
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1 Insurance Contributions Act are increased with respect to

2 wages by section 220(c) of the Act which amended the

3 Social Security Act by adding title XVII the rates of tax

4 imposed by this section shall be increased, with respect only

5 to compensation paid for services rendered before January 1,

6 1965, by the number of percentage points (including frac-

7 tional points) that the rates of taxes imposed by such sec-

8 tion 3111 are so increased with respect to wages'.

9 "Part D

—

Health Insurance Benefits for Presently

10 Uninsured Individuals

11 "coverage provisions

12 "Sec. 231. Anyone who—

13 "
( 1 ) has attained the age of C>5,

14 "(2) (A) attained such age before 1967, or (B)

15 has not less than 3 quarters of coverage (as defined in

16 title II of the Social Security Act or section 5 (1) of

17 the Railroad Retirement Act of 1937), whenever ac-

18 quired, for each calendar year elapsing after 1964 and

19 before the year in which he attained such age,

20 " (3) is not, and upon filing application therefor

21 would nut be, entitled to monthly insurance benefits un-

22 der section 202 of the Social Security Act and does not

23 meet the requirements set forth in subparagraph (B) of

24 section 21 (b) of the Railroad Retirement Act of 1937,

25 and
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1 " (4) bas filed an application under this section at

2 such time, in such manner, and in accordance with such

3 other requirements as may be prescribed in regulations

4 of the Secretary,

5 shall (subject to the limitations in this part) be deemed,

6 solely for purposes of section 1705 of the Social Security

7 Act, to be entitled to monthly insurance benefits under such

8 section 202 for each month, beginning with the first month

9 in which he meets the requirements of this subsection and

10 ending with the month in which he dies or, if earlier, the

11 month before the month in which he becomes entitled to

12 monthly insurance benefits under such section 202 or meets

13 the requirements set forth in subparagraph (B) of section

14 21 (b) of the Railroad Retirement Act of 1937.

15 "limitations

16 "Sec. 232. (a) The provisions of section 231 shall apply

17 only in the case of an individual who

—

18 "(1) is a resident of the United States (as de-

19 fined in section 210 of the Social Security Act) , and

20 "(2) is a citizen of the United States or has re-

21 sided in the United States (as so defined) continuously

22 for not less than 10 years.

23 "(b) The provisions of section 231 shall not apply to

24 any individual who

—
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1 "
( 1 ) is a member of any organization referred to in

2 section 210(a) (17) of the Social Security Act,

3 "(2) has been convicted of any offense listed in

4 section 202 (u) of the Social Security Act,

5 " (3) is an employee of the United States, or

6 " (4) is eligible for the benefits of the Federal Em-

7 ployees Health Benefits Act of 1959 or the Retired

8 Federal Employees Health Benefits Act.

9 "payments to teust fund

10 "Sec. 233. There are hereby authorized to be appro-

11 priated to the Federal Health Insurance Trust Fund (estab-

12 lished by section 201 of the Social Security Act) from time

13 to time such sums as the Secretary deems necessary, on

14 account of

—

15 "( a
)
payments made from such Trust Fund under

16 title XVII of such Act with respect to individuals who

17 are entitled to health insurance benefits solely by reason

18 of this part,

19 "(b) the additional administrative expenses result-

20 ing therefrom, and

21 "(c) any loss in interest to such Trust Fund result-

22 ing from the payment of such amounts,

23 in order to place such Trust Fund in the same position in

24 which it would have been if sections 231 and 232 of this Act

25 had not been enacted.
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"Part E—Miscellaneous Provisions

"studies and recommendations

"Sue. 241. 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) meth-

ods for encouraging the further development of efficient and

economical forms of health care which are a constructive al-

ternative 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."

Make appropriate changes in the table of contents.
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LEGISLATIVE PROGRAM—EXTEN-
SION OF PUBLIC ASSISTANCE AND
CHILD WELFARE SERVICES PRO-
GRAM OF THE SOCIAL SECURITY
ACT—THE MEDICARE AMEND-
MENT
Mr. HUMPHREY. Madam President,

the Senator from New Mexico [Mr. An-
derson] and the Senator from New York
[Mr. Javits] wish to present this after-
noon a revised health, hospital, and med-
ical care program amendment. In order
to accommodate these Senators I have
discussed the question with the Senator
from Georgia [Mr. Talmadge], and I

shall ask unanimous consent that we
interrupt the proceedings on the Renego-
tiation Act for a limited period of time
in order that there may be the presenta-
tion of the medicare amendment..
Madam President, first I ask unani-

mous consent to have laid down as the
unfinished business on Monday, July 2,

H.R. 10606, the proposed Social Security
Act amendments, Calendar No. 1549.

Mr. JOHNSTON. Madam Presi-
dent
The PRESIDING OFFICER. The bill

will be stated by title.

Mr. SPARKMAN. Madam President,
a parliamentary inquiry.
The PRESIDING OFFICER. The

Senator will state it.

Mr. SPARKMAN. Is the Senator
making a unanimous-consent request?

Mr. HUMPHREY. Yes.

Mr. SPARKMAN. Madam President,
reserving the right to object, and of

course I do not intend to object, I should
like to ask the acting majority leader
one or two questions with reference to

the expectation as to action on the bill.

I understand the Senator proposes to

lay the bill before the Senate on Mon-
day next. How much debate is there
likely to be? When is it felt there will

be a vote on the question?

Mr. HUMPHREY. The Senator from
Minnesota claims no prophetic vision on
this question or on any other. I am only
proposing that we start the debate on
Monday. I hope we may be able to

move right along, because the subject is

something which is well known to all;

uoon which there is, however, consider-
able controversy. It appears to me that
when the Senator from New Mexico
I Mr. Anderson] places his amendment
before the Senate he might be able to

give us some indication as to what he
thinks would be the duration of the de-
bate. We will, however, continue con-
sideration of the so-called welfare bill.

Mr. SPARKMAN. The-Senate will not
be swinging back and forth between it

and the space satellite bill?

Mr. HUMPHREY. No. The Senate
will continue consideration of the wel-
fare bill and the medicare amendment
and any other amendments until action
has been completed.

Mr. SPARKMAN. The Fourth of July
is next Wednesday. It is not intended
there will be a session that day?
Mr. HUMPHREY. There will be no

session next Wednesday. I am happy to

announce there will be no session tomor-
row. There was some possibility of a
session on Saturday, but there is no need
for the session on Saturday since the
conference report relating to the Sugar
Act is as yet not completed. Further-
more, I have discussed the problem with
the Acting Secretary of State, and it will

not cause any great inconvenience if the
Senate should not act on the conference
report on the Sugar Act until Monday,
or even next Tuesday. That is a privi-

leged matter, however, and can be taken
up for consideration at any time.

So there will be no session tomorrow,
Saturday. The Senate will convene on
Monday. At the proper time I shall move
that the Senate meet at 12 o'clock on
Monday.
My present request is that the unfin-

ished business for Monday, July 2, be
Calendar No. 1549, H.R. 10606, relating

to proposed Social Security Act amend-
ments.

Mr. SPARKMAN. May I ask the Sen-
ator if he can tell, this far ahead of time,

what time it is contemplated the Sen-
ate will meet on Tuesday? Will that be
at 12 o'clock?

Mr. HUMPHREY. There will be a
session on Tuesday. There will be no
session on Wednesday.

Mr. SPARKMAN. Will there be a ses-

sion on Thursday?
Mr. HUMPHREY. There will be a

session on Thursday. There will be a
session on Friday. I hope every Senator
will be here, but I doubt it. [Laughter.]

Mr. SPARKMAN. So do I. [Laugh-
ter.]
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The PRESIDING OFFICER. Is there
objection to the request of the Senator
from Minnesota?

Mr. JOHNSTON. Madam President,

I should like to ask a question before I

agree to the unanimous-consent request.

When will I have an opportunity to make
a speech of about 10 minutes?
Mr. HUMPHREY. The Senator will

have an opportunity to do that as soon
as the Senate returns to consideration

of the bill to extend the Renegotiation
Act.
The rule of germaneness does not ap-

ply in the Senate. Because of the Sen-
ator's charm, ability, and the respect of

his colleagues for him, he will have no
difficulty in obtaining the floor.

Mr. JOHNSTON. I wished to present

the statement as soon as I could today.

Mr. HUMPHREY. The acting ma-
jority leader will cooperate to the fullest

extent.
Mr. CLARK. Madam President, will

the Senator yield?

Mr. HUMPHREY. I yield.

Mr. CLARK. Does the acting major-
ity leader deplore the fact that there is

no rule of germaneness in the Senate?
Mr. HUMPHREY. Not at this mo-

ment.
The PRESIDING OFFICER. The bill

will be stated by title.

The Legislative Clerk. A bill (H.R.

10606) to extend and improve the public

assistance and child welfare services

programs of the Social Security Act, and
for other purposes.
Mr. HUMPHREY. Madam President,

has unanimous consent been granted?
The PRESIDING OFFICER. Is there

objection? The Chair hears none, and
it is so ordered.

Mr. ANDERSON. Madam President,

on behalf of myself, and Senators
Humphrey, Douglas, Javits, Magnuson,
Pell, Hartke, Case, Burdick, McCarthy,
Morse, Neuberger, Engle, Moss, Pas-
tore, Kuchel, Long of Hawaii, Jackson,
Long of Missouri, Keating, Cooper, Hart,
Randolph, Metcalf, McGee, and Clark,
I submit amendments, intended to be
proposed by us, jointly to the bill (H.R.

10606) to extend and improve the public

assistance and child welfare services

programs of the Social Security Act and
for other purposes.

Madam President, because of the
widespread interest in these amend-
ments and the difficulty of following all

of their provisions as they amend other
sections of the Social Security Act, I

ask unanimous consent that the table

of contents which has been prepared
may appear just ahead of the text of

the amendments when the amendments
are printed, or if that is not regarded
as desirable, that the table of contents
may be incorporated in the printed
amendments at the appropriate places.

The PRESIDING OFFICER. With-
out objection, it is so ordered, and the
amendments will be received, printed,

and lie on the table.

Mr. ANDERSON. Madam President,

I ask unanimous consent that at the
conclusion of my address there may be
printed in the Record a statement on
significant improvements in the Ander-
son bill (S. 909) made by the Anderson

amendments to the welfare bill (H.R.
10606).
The PRESIDING OFFICER. With-

out objection, it is so ordered.
(See exhibit 1.)

Mr. ANDERSON. Madam President,
at the outset let me say that I have en-
joyed immensely the opportunities I
have had for discussions in the past few
days with members of the minority
party. I mention particularly the dis-

tinguished Senator from New York [Mr.
Javits], with whom I have had many
discussions. I have found his assistance
to be extremely valuable. I mention also
the other Senator from New York [Mr.
Keating], with whom I have had an
opportunity to discuss the subject; the
distinguished Senator from Kentucky
[Mr. Cooper], who has long been known
for his position in this field ; the Senator
from New Jersey [Mr. Case] ; and the
Senator from California [Mr. Kuchel].
It has been a pleasant experience, be-
cause in a long experience in public life

those Senators have made contributions
to me which I have deeply appreciated,
and by their public discussions they have
made it possible for me to envision cer-
tain aspects of the bill which had not
heretofore been considered.

Their assistance has made possible
many features in the present bill. I pay
tribute to them now as I have paid trib-
ute to them many times in the past.

I point out also that twice upon the
floor of the Senate the Senator from
New York [Mr. Javits] has said that we
would make every effort possible to ar-
rive at some sort of harmonious arrange-
ment under which he might join me as
a cosponsor of the bill. We do not com-
pletely subscribe to everything in the
same way. No Senator would wish it

that way. But I point out that the
Senator from New York [Mr. Javits]
is a cosponsor on the bill. Therefore I
think he has made good on the solemn
promise which he made to the Senate on
two different occasions, that every ef-
fort would be made to work on these
questions in a proper and harmonious
fashion.
Our proposed amendment to H.R.

10606 is a considerably improved version
of S. 909.

It was developed after careful consid-
eration of the comments, questions, and
criticisms arising during discussion of
the provisions of S. 909. I have studied
other bills that have been introduced.
I have welcomed suggestions from all
who sincerely want a bill to be enacted.
We have revised S. 909 to make many

improvements. Our proposed amend-
ment is one which can be supported by
all who agree, in principle, on the social
security approach and by all who sin-
cerely want a bill passed.
Unless favorable action is taken now,

health insurance for the aged could be-
come a major issue in the fall elections,
and next year a bill will be passed. But
the problem that confronts our aged peo-
ple is so pressing that I hope we will
not delay a solution another year.

The proposed amendment is a con-
scientious effort to meet the reasonable
objections to S. 909, while at the same
time preserving its essential points

—

health insurance benefits for aged social
security beneficiaries and railroad retire-

ment annuitants without a means test
and financed through the contributory
social security system.
THE SOCIAL SECURITY APPROACH IS ESSENTIAL

On these essential social security fea-
tures, I cannot compromise. Our pro-
posed amendment would utilize the so-
cial security financing mechanism, for
through this mechanism the health in-
surance needs of our people in their later
years can be met by payments made dur-
ing their working years.

Health insurance will go far to make
retirement protection under social se-
curity truly adequate in a way that in-
creased cash monthly payments can
never achieve. Health costs of the aged
are not evenly distributed from month to
month or even from year to year. A per-
son over 65 may have no appreciable
health costs for several years and then in
a short time have health costs running
into thousands of dollars. It is clearly
not possible to increase the cash benefit
under OASI sufficiently to cover such
large expenses.

The health insurance payments to
which the elderly would be entitled
would be paid as a right earned through
the social security system which they
have helped support by their contribu-
tions during their working years. There
would be no means test.

The amendment would follow the same
threefold attack on dependency in old
age as that carried out by the present so-
cial security program. First, basic
health insurance protection against hos-
pital costs and certain alternatives to
hospitalization would be afforded the
elderly through social security; second,
the existence of a program of basic pro-
tection would encourage the development
of additional, private protection which
the individual could purchase by his own
means; third, all the States would be
placed in a far better financial position
to provide adequate medical assistance
to help the relatively small group whose
special needs and circumstances make it

impossible for them to meet health costs

that exceed those covered in this bill.

The proposed program would be fi-

nanced on the same financially sound
basis as the present social security pro-
gram. Its cost over the long-run future
has been carefully calculated, and suf-

ficient income to meet both short-term
and long-run program obligations is

provided for.

HEALTH BENEFITS FOR THOSE NOT INSURED
UNDER SOCIAL SECURITY

It is estimated that by January 1964

—

the effective date of my proposed amend-
ment—the total population age 65 and
over in the United States will be 17.9

million. Of this number, over a quar-
ter of a million, although not eligible for

social security or railroad retirement
protection, would have their health needs
taken care of under various other gov-
ernmental programs—including retired

Federal employees who have govern-
mental health insurance protection
available to them. This leaves approxi-
mately 17 y2 million persons 65 and over,

of which about 15 million would be eligi-
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ble for health insurance under social

security or railroad retirement. We
have included in this amendment a pro-
vision for furnishing to these 2'^ million

aged people, from general revenues, the
same health benefits as provided to those

insured under the social security and
railroad retirement programs.

The gross cost of the provision would
be about $250 million in calendar year
1964, the year the health benefits pro-
gram would go into effect. This cost

would be offset by savings in Federal
medical care expenditures in 1964 that
except for the passage of my bill would
be made under public assistance and
the veterans' programs. These savings
would be about $200 million, leaving a
net cost to general revenues of about $50
million in 1964. The annual cost of the
provision would drop sharply in following
years and eventually wash out altogether.

IMPROVED ADMINISTRATIVE PROCEDURES

Since the introduction of S. 909 last

year I have had the benefit of many
helpful suggestions from physicians and
hospital administrators all over the
country pointing out ways in which the
administrative features of the bill could
be improved. I have also studied the
sincere concerns expressed by some that
the Federal procedures might impose dif-

ficult requirements or administrative
burdens on hospitals. Our proposed
amendment meets each of the specific

criticisms that some provisions of S. 909
might possibly—though the possibility

be remote—result in Government inter-
ference with the operation of hospitals
or the practice of medicine.
SIGNIFICANT ADMINISTRATIVE ROLE FOR PRIVATE

ORGANIZATIONS

Under our proposed amendment the
Secretary of Health, Education, and
Welfare would be given specific statutory
authority to delegate some of the more
sensitive administrative functions to
Blue Cross or to other similar voluntary
organizations that are experienced in
dealing with hospitals and other provid-
ers of health services. Any group of hos-
pitals—or group of other providers of
health services—could designate a pri-
vate organization of their own choice to
receive their bills for services and to pay
these bills. If advantageous, additional
administrative functions could be in-
cluded in the contract between the
Government and the organization.
These administrative functions would
include reviewing hospital fiscal records
as a part of the determination of the
cost of services, and acting as a center
for communicating and interpreting pay-
ment procedures to hospitals.

I should point out that representatives
of the American Hospital Association ap-
pearing before the Committee on Ways
and Means last summer urged an ap-
proach that would utilize the services of
voluntary organizations if a bill of this

type were to be enacted, and I am con-
vinced from numerous conversations
with individuals in the field of hospital
administration that the provisions I am
now outlining will prove to be eminently

satisfactory to them. The principal ad-
vantage hospitals and other providers of

services would find in this arrangement
would be that policies and procedures of

the Federal program would be applied by
the same organization administering the
private, voluntary benefit program with
which most of them deal.

The role that Blue Cross plans and
similar expert organizations could play
in carrying out the provisions of my pro-
posed amendment would have advan-
tages that go beyond the benefits that
would be derived from their experience
in dealing with hospitals and the work-
ing relationships already established.

With such organizations serving as inter-
mediaries between the Government and
providers of services, those who are con-
cerned that the Government might try
to intervene in hospital affairs would feel

much more comfortable.
ROLE OF STATE AGENCIES

The Federal Government would use
State agencies to determine whether hos-
pitals which are not accredited by the
Joint Commission on the Accreditation
of Hospitals or skilled nursing faculties
and other providers of health services

are qualified to participate in the pro-
gram. The conditions of participation
for such providers are spelled out in my
bill. State agencies would determine
whether they are met. State health de-
partments or other appropriate agencies
designated by each State would also give
professional consultation to providers of
health services to assist them in meeting
the conditions for participation and in
establishing and maintaining necessary
fiscal records and providing information
necessary to derive operating costs which
are the basis for payment for their
services.

State governments are well fitted to
perform these functions since they al-

ready license health facilities.

CONDITIONS FOR PARTICIPATION

Many people in the health field have
applauded the intention—clearly re-
flected in S. 909—to be specific about any
conditions that hospitals or other organ-
izations would have to meet before they
could participate in the proposed pro-
gram. To make sure that the new pro-
gram would not in any way undercut the
efforts of the health profession and would
not permit payment to substandard in-
stitutions, the participation require-
ments of S. 909 paralleled requirements
of the health professions as they define
and accredit institutions. A misunder-
standing of the provision has produced
the notion that the Government would
impose additional requirements beyond
those necessary for accreditation. The
amendment we are offering makes very
explicit that the requirements for par-
ticipation may not go beyond the profes-
sionally set and professionally accepted
standards established for hospitals, save
for the requirement of a utilization re-
view arrangement. The amendment
even goes so far as to name the Joint
Commission on the Accreditation of
Hospitals and to require use of the Com-

mission's provisions and findings ; it pro-
vides that, with the one exception of the
review arrangement, a hospital that is

accredited by the Joint Commission
would be conclusively presumed to meet
the conditions for participation.

Our amendment would assure that
participating nursing homes are of high
quality by requiring that only nursing
facilities affiliated with hospitals may
participate.

FINANCING OF THE PROGRAM

The Chief Actuary of the Social Se-
curity Administration has assured me
that the benefits of the proposal would
be financed on a sound actuarial basis
under the usual cost assumptions, which
involve, among other things, level-earn-
ings assumptions. The financing of both
the cash benefits, including the higher
ones that would result from raising the
earnings base, and the new health bene-
fits, would be accomplished by raising
the maximum taxable earnings base to
$5,200 per year and by an additional
combined employer-employee tax of
one-half percent. Whereas S. 909 pro-
vided for a separate Health Insurance
Account to be maintained in the social

security trust fund, our amendment
would attach even more importance to
separate accounting for health benefits

by establishing a distinct and separate
Health Insurance Trust Fund.
The proposed health benefits would be

financed by an allocation to the Health
Insurance Trust Fund from the total

social security tax receipts—an alloca-
tion equal to what a combined employer-
employee tax of .68 percent would yield.

Part of this—.50 percent—comes from
the increase in the scheduled contribu-
tion rates in all future years. The re-
mainder comes from the net gain re-
sulting in the cash-benefits portion of
the system from raising the earnings
base from $4,800 to $5,200. The health
benefits of the proposal and those of the
existing system as a whole would be on
a sound actuarial basis under these
proposed financial provisions.

SUMMARY

Our amendment would embody all of
the great merit of the social security
approach and at the same time provide
meaningful assistance for the relatively
few older people who are not now pro-
tected by the social insurance system.
It has strong safeguards against any
possibility that Government would exert
control over providers of services and es-
tablished medical practices. It would
have the additional advantage of not re-
quiring Government and the doctors to
come to agreement on fees and other
sensitive matters that are best left to
the private sector. It represents the vast
area of agreement that has been reached
by those of us who sincerely seek a way
by which much needed protection
against the cost of serious illness can
be provided for our senior citizens.

There is no justification for further
delay; we must not wait longer to pro-
vide an effective program of protection
for the Nation's elderly people.
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Significant Improvements in Anderson Bill
(S. 909) Made by Anderson Amendment
to Welfare Bill (H.R. 10606)

1. BLANKETING IN PRESENT NONINSURED

(Pp. 69-72, sees. 231-233) : A provision has
been made under the amendments providing
coverage for health benefits for all those
who are presently aged and not protected
by a Federal program. People who reach age
65 before 1967 and who do not meet the
regular insured status requirements of the
social security system would be deemed in-

sured for health insurance purposes. Unin-
sured people who will reach age 65 in 1967
would be deemed to be insured for social

security health benefits if they had earned
as few as 6 quarters of coverage in covered
work at any time. For people who reach
age 65 in each of the succeeding years, the
number of quarters of coverage needed to
be insured for health insurance protection
increases by three each year, thus, people
reaching age 65 in 1968 would need 9 quar-
ters of coverage, people reaching 65 in 1969
would need 12 quarters of coverage, and so
on. By 1972, the special insured status re-
quirements for health insurance would have
caught up with the regular insured status
requirements for other social security bene-
fits for both men and women and will wash
out. The cost of health insurance benefits
for these Individuals would be paid into the
Federal Health Insurance Benefits Trust
Fund from the general funds of the Treas-
ury.

2. SEPARATE TRUST FUND PROVIDED

(P. 45, et seq.; sec. 202) : The amendment
establishes a new Federal Health Insurance
Trust Fund, completely separate from the
Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability In-
surance Trust Fund, into which an amount
equal to the taxes collected for health bene-
fits would be deposited and from which
health insurance benefit payments would be
made.

3. USE OF VOLUNTARY ORGANIZATIONS SUCH AS
BLUE CROSS PLANS

(P. 40, sec. 1715) : A new provision has
been added authorizing the Secretary to en-
ter into agreements with an organization
designated by any group or association of
providers of services to perform certain ad-
ministrative functions In connection with
the program, including determination of the
amount of payments due and making the
payments. These provisions would make it

possible for Blue Cross plans, the Kaiser
plan or similar organizations, to participate
substantially in the administration of the
program.

4. USE OF STATE AGENCIES IN ADMINISTRATION

(P. 23, sec. 1708) : The amendment pro-
vides for the use of State agencies to deter-
mine eligibility and to provide consultative
services to providers of services and payment
for such use including Federal sharing in
the costs of planning and other activities

directed at coordinating these services with
other activities of the State related to health
and medical services and the personnel and
facilities required for this purpose.

5. SUPPLEMENTATION OF BENEFITS BY STATES
AND PRIVATE INSURERS PROVIDED

(P. 4, sec. 1701(b) ) : The amendment con-
tains a new provision disclaiming any in-
tention to preclude supplementation of the
basic protection provided by the bill through
other health and medical care provided by
States or through purchase from private
carriers or otherwise.
The findings and declaration of purposes

(p. 2, sec. 200(b)) also makes clear the in-
tention to encourage and facilitate supple-
mentation by States, private insurance, or
other methods by providing, as does the
present old-age, survivors, and disability in-
surance, a basic social insurance benefit.

6. ACCREDITATION OF HOSPITALS

(P. 24, sec. 1708(b)): Under the amend-
ment accreditation of a hospital by the Joint
Commission on Accreditation of Hospitals
(AMA and AHA) would automatically make
it eligible to participate if it had a satis-
factory plan for utilization review by doc-
tors on the hospital staff.

(Pp. 15-16, sec. 1706(a)(7)): Moreover,
any health and safety requirements added
by the Secretary to those spelled out in the
bill could not exceed the requirements of the
Joint Commission for Accreditation.
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PUBLIC WELFARE AMENDMENTS OF
1962

Mr. MANSFIELD. Madam President,
under the unanimous-consent agreement
of Friday, June 29, I ask unanimous
consent that the Chair lay before the
Senate the unfinished business.
The PRESIDING OFFICER. The

Chair lays before the Senate the unfin-
ished business, which will be stated, by
title.

The Legislative Clerk. A bill <H.R.
10606) to extend and improve the public
assistance and child welfare services
programs of the Social Security Act, and
for other purposes.
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PUBLIC WELFARE AMENDMENTS
OF 1962

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that the un-
finished business be laid before the Sen-
ate for its consideration.

The PRESIDING OFFICER. Is there
objection to the request of the Senator
from Montana?
There being no objection, the Senate

resumed the consideration of the bill

(H.R. 10606) to extend and improve the
public assistance and child welfare serv-
ices programs of the Social Security Act,
and for other purposes.

Mr. KERR obtained the floor.

Mr. MANSFIELD. Mr. President,
will the Senator from Oklahoma yield
to me, so that I may suggest the absence
of a quorum, with the understanding

that he will not lose his right to the
floor?

Mr. KERR. I yield to the majority
leader with that understanding.
Mr. MANSFIELD. Mr. President, I

suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The legislative clerk proceeded to call

the roll.

Mr. DIRKSEN. Mr. President, I move
that the order for the quorum call be
rescinded.

The PRESIDING OFFICER. Is there
objection? The Chair hears none, and
it is so ordered.

Mr. KERR. Mr. President, I ask
unanimous consent that Frederick B.
Arner and Helen E. Livingston from the
Education and Welfare Division, Legisla-
tive Reference Service, Congressional
Library, who have been assigned to the
Committee on Finance to work on the
pending legislation, may be permitted to
be present in the Chamber during the
discussion of the bill, to assist me and
other Senators.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. KERR. Mr. President, the public
welfare amendments bill which we have
before us today represents, in my
opinion, a significant milestone in tl.e

development of programs for the help
and the care of needy people in this

country. I regard it as one of the most
constructive public welfare measures
ever brought before this body.

It heralds a turning point in the pro-
grams which we have constructed over
the last quarter of a century and more
to assist the least fortunate of our fellow
citizens—the men, women, and children
who are ill or handicapped or aged or
destitute for a great variety of causes.

Under this bill they can be given more
than a grant of money to keep body and
soul together. Financial assistance of
course is now, and will remain, the first

and most essential objective of public
welfare. We are committed to the extent
possible, to help see to it that no one be
permitted to go hungry or unsheltered.

But in addition, through this bill, we
will offer something else. We will extend
hope—hope of a future in which chil-
dren helped by public assistance will

grow up to be self-supporting, respon-
sible adults; hope for putting unskilled
and deprived adults back to work
through counseling and training; hope
for reuniting families parted by deser-
tion and despair; hope for assuring
children freedom from neglect and
abuse, and hope for the aged and the
most severely handicapped of becoming
less helpless and lonely than so many
of them are today.

LOOKING TOWARD PREVENTION

There has been an increasing recog-
nition in many quarters that money
alone is not enough to transform eco-
nomic dependency into personal inde-
pendence. In many parts of the Nation,
attempts have been made to provide
other constructive services. This legis-

lation places emphasis upon rehabilita-

tion and the prevention of dependency,
and this approach seems to me the most
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practical and realistic step we can take
at this time to relieve the welfare burden.

I believe that citizens everywhere want
to see this great and useful program yield

greater returns in stronger, more stable,

and more productive lives.

The public welfare amendments of

1962 are a testimony to the belief of the

Congress in the dignity of every indi-

vidual, whatever his circumstances, and
his right to an opportunity to develop

to his fullest capacity.
The Committee on Finance, under the

experienced and able leadership of the
Senator from Virginia [Mr. Byrd], has
given careful consideration to each
aspect of this comprehensive measure.
We have had the benefit of testimony
from many sincere and respected per-

sons connected with the operation of

public and private welfare programs as

well as those looking at public welfare

from the outside. There is nearly

unanimous agreement that the proposed
legislation will help bring welfare pro-
grams up to date and make them more
effective in answering the needs of

people who, for various reasons, do not
fit easily into our rapidly'changing, com-
plicated, modern society. I think that

we are fortunate to have at the head of

the Department of Health, Education,
and Welfare in this period of shifting

focus a man who has been willing and
able to call attention to the urgent needs
of these times. A tremendous amount
of constructive work under his able lead-

ership has gone into his proposals to the
Congress. Secretary Ribicoff has clearly

pointed out that additional emphasis
must be given to rehabilitation and pre-

vention efforts if we in Government are

to fulfill our responsibilities to the re-

cipients of public assistance and to the
public at large.

I would like to discuss some of the
things which distinguish this measure
from previous legislative proposals in

this important and complex field.

EXTENDING HELP THROUGH SERVICES

I am deeply concerned, as many other
Members are, over the fact that so many
persons depend upon public assistance

today for their main or sole support. We
have more than QV2 million individuals

now receiving aid from the Federal-State
programs. Many studies have shown
why they are there. Stated simply, the
major causes could be summed up as old

age, severe physical handicap, and the
breakup of family life.

For many of these present recipients

of aid,.there is no alternative to continu-
ing support. Our best efforts at rehabil-

itation cannot put them into the labor
force if they are old, infirm or seriously

disabled. We can however, do much
more to help a great many of them
make better use of what capacities they
do have.

There are today some 2^4 million per-
sons over 65 receiving old-age assistance.

I am pleased to see this number is de-
clining as the old age and survivors' in-

surance program proves increasingly
successful in meeting basic economic
needs after retirement. The numbers of

needy blind and disabled persons on as-
sistance total only another half million,

but for all of these groups of individuals,

this bill encourages States to provide
social services which will help them to

be less isolated, to be more personally
independent, and to maintain some place
in family and community life.

Many will be encouraged to find in this

bill a provision for increasing the money
payments to these elderly and handi-
capped recipients. Average payments
today amount to only $72 a month for
the old people, $76 for the blind, and $71
for the disabled. These monthly assist-

ance grants are in many cases inade-
quate.
The Finance Committee was very

much aware of this problem and believes

that the proposal which originated in

the other body changing the formula
which increases the Federal share of the
welfare payment is justified. The $1
monthly increase in the Federal share
voted last year has been made perm-
ament, and starting October 1 this will

be augmented by another $4 a month
from Federal funds, under this bill.

Past experience has shown that in-

creases of this nature have been passed
on by the States directly to the recip-
ients, and it is anticipated that the
same result will occur this time. The
effective starting date gives the States
enough time to make the necessary
changes in their payment plans.

The aid to dependent children pro-
gram also will be strengthened finan-
cially by the provision for Federal
sharing in the payment for both parents
when both are living in the home. This
will help reduce hardship in those homes
where the father is disabled or unem-
ployed. Up to now, the Feedral Gov-
ernment has recognized as a recipient
only one adult relative in the child's

home.
STRENGTHENING FAMILY LIFE

Although the rehabilitation services

this bill encourages in all categories will

be helpful to recipients in the three adult
categories specifically mentioned above,
these services may be expected to yield

the most impressive results in the aid

to dependent children program, under
which more than 950,000 families with
some 2,800,000 children are now receiving
help.

Here we can see greater possibilities

of helping some adult relatives—an in-

capacitated father, perhaps, or a mother
who can make some safe and suitable

arangement for the daytime care of her
children—develop useful skills and ob-
tain self-supporting work. And there is

the strong prospect of strengthening
family life through expert services which
can break the alamring cycle of de-
pendency.
Many of the children who are on our

aid to dependent children program to-

day are there because their fathers have
deserted them. Some of these broken
family ties can be mended, but it takes
the time and effort of a skilled welfare
worker to reunite the family or obtain
some support from the absent father. I

have been pleased to see that one of the
administrative actions taken by Secre-
tary Ribicoff several months ago di-

rected the States to take more responsi-
bility for this important activity. The
developments already stimulated by that

action will be strengthened by this legis-

lation. There are other problems re-
flected in the caseload of the children's
program, among them illegitimacy,
which can be approached through serv-
ices. This is a problem which can be
more effectively attacked with what this
legislation provides in the way of skilled

services. This means guidance, counsel-
ing, referral to all possible community
resources whether public or private, ar-
rangements for vocational training or
better housing, encouraging children to
stay in school, and similar concentrated
efforts.

INCREASED FEDERAL AID

The bill encourages States to provide
rehabilitative services by substantially
increasing the amount of Federal funds
which will be available if the States pro-
vide the minimum social services speci-
fied by the Secretary. Some of the
States have made some progress along
this path. Others will be able to move
ahead only with the additional financial
help provided in the bill. When the new
plan is in operation, the Federal Govern-
ment will pay 75 percent of the admin-
istrative cost of the specified social serv-
ices instead of half, as it does now. In
addition, States may choose not to pro-
vide social services, and if they so decide,
they will still receive Federal sharing, but
at a reduced level, for administrative
costs. However, I believe all States
should and will move in the direction of
providing such services.

This will be one of the most difficult

and challenging fronts in the long battle
against dependency. Experimental pro-
grams conducted by forward looking
States and counties have demonstrated
many times, however, that social services
provided by skilled staff can make in-
roads on the problems which force so
many families to look to the public for
their support.
Most of these services will have to come

from the staff of public welfare agencies,
but it is also possible under this bill for
a public welfare agency to purchase serv-
ices from other appropriate State agen-
cies, such as a health department or
vocational rehabilitation service.

The volume of unmet need is so great,

and the problems which public welfare
faces are so complex, that every effort

must be made to meet them, using all

available staff without duplicating ef-

forts. Under this bill, it will be possible

for a public assistance recipient who is

physically handicapped to receive the
vocational rehabilitation he needs only
through a vocational rehabilitation
agency.

TRAINING MORE WELFARE WORKERS

Public assistance can do little to affect

the broad social and economic forces
which affect the welfare of so many of

our people and often the size of welfare
loads. But for those already dependent,
social services—to the best of our knowl-
edge today—should be able to reduce or

even in some cases cure their handi-
capping conditions. The key will be
highly skilled welfare workers. This
means that much more must be done
about training.

The size of the training problem in

public welfare almost defeats the imagi-
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nation. There is about one trained per-

son for every 23,000 recipents in the

entire program today. Yet the problems
they are called upon to solve are among
the most difficult society presents.

This bill will provide for direct Federal

training activities in this field, such as

those already undertaken in other fields

including medical social service and men-
tal health. The Federal Government
will be able, if this bill is passed, to offer

special courses of study, short-term semi-
nars and experimental training by
grants made directly or through con-
tracts to institutions of higher learning.

This will help find new and better meth-
ods of training to strengthen present

day staff. The money also would make
possible increased training facilities at

colleges and universities to increase the
number of fully trained people.

EXPANSION OF CHILD WELFARE SERVICES

Through provisions for steady expan-
sion of the present program of child wel-
fare services under title V, part 3, of the

Social Security Act, the bill gives further

emphasis to providing a wider range of

constructive welfare services for children.

Child welfare services would be gradually

expanded so that they would become
available in all areas of the country.

The ceiling authorized for annual appro-
priation for grants for these services

would be increased gradually for this

purpose.
In 1963 and 1964, the additional

money would be used to encourage the
establishment and development of day
care facilities and services. At the pres-
ent time there are about 4 million chil-

dren under 6, and another 5 million

children between the ages of 6 and 11

years, whose mothers are working. Day
care services and facilities are grossly

inadequate throughout the country.
Consequently, the bill would make avail-

able, for the first time, separate Federal
child welfare funds for the provision of

day care services and facilities under
State child welfare plans. Day care
would be provided only in those instances
where it was determined to be in «the

interest of the child and of the mother
and that a need for it exists. Priority
would be given to low-income families,

and to other groups and to geographical
areas with the greatest relative needs
for this type of care.

Another amendment would permit
expanding training resources and en-
larging the supply of trained child wel-
fare personnel. The present law author-
izes grants for research and demonstra-
tions in the field of child welfare. The
bill would add authorization for grants
to institutions of higher learning for
special projects for training, including
traineeships, in child welfare. This pro-
vision complements the amendments in
the bill which provide for expanding
training programs for workers in the
public assistance program. The success
or failure of services to children is

largely dependent on the competency and
understanding of the workers providing
these services. The training provisions
of this bill are, therefore, of fundamental
importance in achieving the redirection
of public welfare programs which this
bill contemplates to give greater empha-

sis to preventive and rehabilitative

services.

MEETING THE SPECIAL NEEDS OF CHILDREN

Two provisions enacted by the Con-
gress last year were temporary, but both
have proven their value. This bill

makes permanent the provision permit-
ting Federal financial sharing in the cost

of care for children who must be re-

moved from unsuitable homes where they
had been receiving aid to dependent chil-

dren. This is a very small program.
It is in use in 18 States and anly some
1,200 children among those receiving aid
to dependent children are living in fos-

ter families. But the provision makes
it possible for States to offer this kind
of help to those few children who are in

home situations which threaten their

wholesome development.

Another temporary provision recog-
nized the plight of children in families
where the father is unemployed. This
made it possible for States which adopted
the program to add unemployment to
the eligibility factors for receiving aid to
dependent children, along with the
death, absence, or incapacity of the par-
ent. This program would have ended
June 30. The bill extends it for another
5 years. This program has proved to be
a useful and effective resource in the 15
States where it is in operation. These
include most of the areas where unem-
ployment has been a particularly severe
problem. More than 60,000 families are
helped, and in two-thirds of the cases
they could not be helped through gen-
eral assistance or unemployment com-
pensation. This new program already
has shown its adaptability to current
needs. In April this year, the caseload
declined for the first time because work
opportunities improved.

We all know that there are some cases
in the children's program where the par-
ent does not handle the money payment
in such a way that it meets the essential

needs of the child or children in the
household. In these problem situations,

which threaten a child's well-being and
arouse criticism out of all proportion to

their numbers, the States cannot at pres-
ent provide anything except a money
payment and still have Federal financial
participation.

PROTECTIVE PAYMENT PLAN

The bill we are considering today
offers States a new method for handling
these troublesome situations without any
financial penalty. It provides that in

clearly determined cases where the
funds are being misused, payment may
be made on behalf of the child or chil-

dren to an interested third party. The
arrangements would be safeguarded as
to numbers involved, and the rights of

the recipients, and the protection of the
child are carefully weighed. Of the
many ways which have been broached
for handling this vexing problem, this

one offers the most hope of dealing sen-
sibly with the issue without undermining
basic human rights and the constructive
objectives of the program.
There are other forward-looking as-

pects to this public welfare amendments
bill which I would like to call to your
attention. The proposed legislation at-

tempts to encourage persons receiving
assistance to obtain work or go back to
work wherever possible. I have men-
tioned the social services which would
pursue these possibilities in connection
with other efforts to help dependent
families. This bill also gives welfare
departments another implement to use.

WORK AND TRAINING PROJECTS

A number of our States and localities

already have community work relief

projects, in which recipients of general
assistance are employed to earn their
assistance checks in whole or in part.
The Federal Government does not, as
you know, participate financially in the
costs of general relief. However, since
the extension of the aid-to-dependent-
children program to include children of
unemployed parents, employable adults
are for the first time in the area of
Federal-State responsibility. We must
think of the unemployed parent's need
to retain his job skills or to be retrained
for employment which might be avail-

able if his own type of work offers no
further opportunity.

Under this bill, Federal participation
in aid-to-dependent-children payments
would continue if the unemployed parent
were assigned to a useful job in a com-
munity work and training project. Local
and State resources would pay for ma-
terials, administration, and equipment.
The program would be useful not only
for the father who is out of work tempo-
rarily but also for some mothers who
need experience or preparation for work.

The bill makes sure that the rights

of the individuals involved are protected
so that they are not forced to work un-
der circumstances which would under-
mine their health or lower the commu-
nity wage scales or leave children with-
out care and protection.

As -a further stimulant to recipients

to find work to supplement—and ulti-

mately to replace—the assistance check,
the present Federal policy allows States

to take into account the expenses in-

curred by the unemployed in earning
other income. This .might include bus
fare, necessary articles of clothing, and
similar items. In other words, the total

earned income is not automatically de-
ducted from the estimated budget need
of the family for its essential food, cloth-

ing, and shelter. This is optional with
the States. Some make the allowance
and some do not. The bill requires all

States to consider such expenses when
the payment is being determined. In
the particular case of the blind recipient,

this bill would make it possible also to

disregard—in determining the assistance
payment—an additional sum which the
recipient would require to complete an
organized rehabilitation plan.

SUMMARY OF THE PRINCIPAL PROVISIONS OF THE
BILL PUBLIC ASSISTANCE

A. REHABILITATIVE SERVICES AND TRAINING IN
THE PUBLIC ASSISTANCE PROGRAMS

A State, at its option, may now provide
such services under all the public assist-

ance programs except medical assistance

for the aged. The Federal Government
matches these expenditures on a 50-50
under the provision which governs ad-
ministrative expenses.
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Under the bill as passed by the House,
States would be required to provide cer-

tain minimum services for applicants and
recipients, which the Secretary would
prescribe, to help them attain self-care

—

old-age assistance; self-support and self-

care—the blind and the disabled; and to

strengthen family life—aid to dependent
children. There were no required serv-

ices for medical assistance for the aged.

The committee's bill would leave the

provision of such services optional with
the States; but, if they are not provided

by a State, the Federal matching of all

administrative costs for that category of

assistance—now 50 percent—would be
reduced to 25 percent effective June 30,

1963.

The bill would authorize 75 percent
Federal matching in aU public assistance

titles for certain services—including the
minimum services—to be specified by the
Secretary of Health, Education, and
Welfare. These services—including the

minimum services—could apply to appli-

cants and recipients of assistance as well

as to those likely to become or who have
been recipients, on the request of such
persons—within such periods as the Sec-
retary may prescribe.

The 75-percent matching would also

be available for training personnel who
are employed, or who are preparing to

work, in State or local welfare agencies.

Other services which the Secretary
does not designate would be continued at

50-percent matching, as would all other
administrative costs. Cost: HEW esti-

mate, $40.8 million—cost figures for fis-

cal 1963—with over half going into the
aid-to-dependent-children program.
B. INCREASE IN FEDERAL MATCHING FORMULA

FOR THE AGED, BLIND, AND DISABLED

The committee bill, as does the House
bill, increases the Federal matching
share in the case of the programs for
the aged", the blind, and the disabled to
twenty-nine thirty-fifths of the first $35
of the average monthly payment per re-
cipient; the maximum for matching
would be raised to $70 on a permanent
basis effective October 1, 1962. The bill

passed by the House makes the same
increase in the matching formula on a
permanent basis effective July 1, 1962.

The temporary provision now in effect

which uses matching on four-fifths of
the first $31, with a maximum of $66
through June 30, 1962, was extended
through September 30, 1962. Without
such an extension the formula would re-

vert to four-fifths of the first $30 with
a maximum of $65. The change does
not affect the special provision for med-
ical care in the old-age assistance pro-
gram. Cost: HEW estimate, $105.5 mil-
lion—cost figure for fiscal 1963—$140.6
million for first full year of operation.

C. CHANGES IN THE AID TO DEPENDENT
CHILDREN (ADC) PROGRAM

First. Additional authority to States to

prevent abuses in aid to dependent chil-

dren payments: The committee bill

would provide that, beginning October
1, 1962, and ending June 30, 1967, pay-
ments—limited in number to 5 percent
of recipients—would be authorized to be
made to third parties interested in the
welfare of the child where it is deter-

mined that the parent is so incapable
of managing funds that the child's wel-
fare is affected. Certain safeguards and
standards would be prescribed. The
committee eliminated the provision of

the House will which would have al-

lowed the States to use voucher pay-
ments—payments directly to grocers,

landlords, et cetera. Cost: HEW esti-

mate, negligible—cost figure for fiscal

1963.

Second. Payments on the basis of the
unemployment of the parent: This tem-
porary provision of existing law, which
is effective May 1, 1961, to June 30, 1962,

would be extended for 5 years by the
House bill and the committee bill and
be expanded to cover both parents in-

stead of one as in existing law. A pro-
vision would be added which would deny
aid to a parent for refusal to accept re-
training without good cause.
Under prior law, aid to dependent chil-

dren payments could be made only on
the basis of the death, disability, or ab-
sence of the parent. Cost: HEW esti-

mate, $85 million—of which $12 million
is attributable to the second parent pro-
vision.

Third. Payments on the basis of the
disability of the parent : Federal match-
ing would be expanded to cover pay-
ments for both parents of children who
are needy because of the disability of
the parent. At the present time the Fed-
eral Government matches for one adult
recipient only. Cost: HEW estimate, $22
million.

Fourth. Community work and training
programs: The bill would provide that
beginning October 1, 1962, for a period
of 5 years, Federal matching funds would
be available in cases where payments are
made under work programs which are
a part of the aid-to-dependent-children
program and meet certain standards.
Under interpretation of existing law
there can be no matching as to pay-
ments made for work by a welfare agen-
cy ; such payments currently are financed
wholly by State and local funds, binder
an amendment added by the committee,
payments to individuals under these pro-
grams would be excluded from gross in-
come for Federal income tax purposes.
Cost: HEW estimate, negligible—cost fig-

ures for fiscal 1963.

Fifth. Payments to children removed
by court order into foster care: Under
temporary existing law, which is effec-

tive May 1, 1961, to June 30, 1962, pay-
ments can be made to aid to dependent
children removed by court order into fos-

ter home care. This provision would be
made permanent under the House bill

and the committee bill. Payments un-
der prior law were limited to children
living with specified relatives. The com-
mittee deleted the provision in the House
bill which would have expanded the pro-
gram to include children placed in pri-

vate child care institutions as well as
those receiving family home care as in

existing law. The committee bill also

includes an amendment which would al-

low States, for a 1-year period, under the
foster care provisions of aid to depend-
ent children program, to utilize the serv-

ices of other public agencies in the place-
ment and supervision of children in fos-

ter home care under agreements with the
welfare agency. Cost: HEW estimate,
$4.1 million—cost figures for fiscal 1963.

D. OTHER CHANGES IN PUBLIC ASSISTANCE
PROGRAMS

First. Incentive for employment
through consideration of expenses: The
States would be required, in determining
the amount of assistance to be provided
for the needy aged, blind, disabled, and
dependent children, to take into account
necessary expenses that may reasonably
be attributed to the earning of "income.
Under current administrative policy, the
States may, at their option, consider such
expenses.

Also, in determining need in the aid-
to-dependent-children program, the
States would be allowed to disregard cer-
tain earned or other income put aside
for the child's future need—for example,
such items as education or preparation
for employment. Cost: HEW estimate,
negligible—cost figures for fiscal 1963;
$7 million a year after it goes into effect

in July 1963.

Second. Optional single State plan for
aged, blind, disabled, and medical assist-

ance for the aged: States would be al-

lowed to operate these programs under a
single plan. States which select the sin-
gle plan would become eligible for Fed-
eral matching for medical care for recipi-

ents of aid to the blind and to the dis-

abled on the same basis as they are now
available for recipients of old-age assist-

ance—that is, up to $15 a month per re-
cipient for vendor medical care. Such
additional matching would not be avail-

able if States remained under their sep-
arate programs. Administration would
be allowed, however, by separate existing
blind agencies. Cost: HEW estimate,
$7.4 million—cost figures for fiscal 1963;
increases to $16 million in 1964 and sub-
sequent years.

Third. Training of public assistance
workers: Under the House bill, provi-
sions of present law authorizing Federal
grants to States to increase the number
of adequately trained public welfare per-
sonnel to work in public assistance pro-
grams, which are due to expire June 30,

1963, would be made permanent, with
dollar limitations on authorized appro-
priations for grants to States for train-
ing of public assistance workers—$3.5

million in fiscal 1963 and $5 million a
year thereafter. Within the dollar lim-
itations established by the House bill,

the committee bill authorizes a program
of direct Federal training and grant ac-
tivity and of scholarships and stipends
for persons preparing for employment
in public welfare agencies. The com-
mittee bill would repeal existing provi-
sions of law that authorize 100 percent
Federal funds for expenditures made by
States for training of staff. Cost: HEW
estimate, negligible—cost figures for fis-

cal 1963.

Fourth. Assistance to repatriated
American citizens: This provision of
existing law, which was effective on June
30, 1961, and will expire on June 30, 1962,

permits temporary assistance to citizens

returning from foreign countries because
of illness, destitution, or crisis. It would
be extended for 2 years. Cost: HEW
estimate, $400,000—cost figures for 1963.
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Fifth. Demonstration projects: The
bill would permit the Secretary of

Health, Education, and Welfare to waive
any State plan requirement which he
deemed necessary—such as statewide ap-
plicability of plan—for pilot or demon-
stration projects designed to improve
the public assistance programs and
would provide alternative methods of fi-

nancing such projects out of public as-

sistance appropriations. Cost: HEW
estimate, negligible—cost figures for fis-

cal 1963.

Sixth. Aid-to-the-blind programs,
Missouri and Pennsylvania: The provi-

sion of the 1950 amendments, which
granted an exemption to certain aid-to-

the-blind programs—in effect at that
time—from the income and resources

test of Federal law, would be placed on
a permanent basis. The temporary pro-
vision has been extended periodically and
would, under existing law, expire in 1964.

Seventh. Other committee amend-
ments: Two provisions were added by
the committee which were not contained
in the House bill. First, the reported bill

increases the dollar limitation which is

applicable to public assistance expendi-
tures in Puerto Rico from the present

$9,500,000 to $10,500,000, and in the
Virgin Islands from the present $320,000

to $400,000. The House bill would have
increased these figures to $9,800,000 and
$330,000, respectively, to reflect other
changes made by the bill. Second, the

bill as reported also contains an amend-
ment which provides that, in determin-
ing need for aid to the blind, a State
shall, in addition to present exempted
amounts—$85 a month in earnings plus
one-half of the balance exempt such
other amounts of income or resources as

may be necessary to fulfill a State-
approved rehabilitation plan for a blind
individual. Such additional exemptions
cannot last for more than 1 year.

CHILD WELFARE SERVICES

The authorization for child welfare
services would be increased from the
present $25 million per year to $30 mil-
lion for 1963, $35 million in 1964, $40
million in 1965-66, $45 million in 1967-

68, and $50 million in 1969 and there-

after. Of the amount between $25 and
$35 million, there would be specific ear-
marking for day care of not more than
$5 million in 1963 and not more than
$10 million in subsequent years. The
committee added an amendment which
would permit Federal grants for research
or demonstration projects in child wel-
fare to be used for special projects for

training personnel in this field. Cost:
HEW estimate, $5 million—cost figures

for 1963—increasing in subsequent years

as noted above.
ADVISORY COUNCIL

The bill provides for an advisory coun-
cil, to be appointed by the Secretary
of Health, Education, and Welfare in

1964, to review the status of the public
assistance and child welfare services

programs and report their findings to

the Secretary. The power to appoint
other advisory committees contained in
the House bill was somewhat limited in
the bill reported by the committee.

CONCLUSION

It is a source of great pleasure to me
to be able to commend this bill to you so
wholeheartedly. I believe that it offers

us great encouragement in our continual
effort to make our public welfare pro-
grams more effective and more respon-
sive to the needs of the day. We would
not shun the responsibilities of public as-

sistance. Many recipients are in need
because of actions and decisions and
forces of society as a whole, which are
beyond individual control. The bill will

help to make certain that assistance is

provided in the way best calculated to

strengthen individual and family life and
to restore beneficiaries to a productive
and independent economic status at the
earliest possible time.
Mr. President, I ask unanimous con-

sent that the committee amendments to
the bill be agreed to en bloc and that
the bill as amended be considered as
original text for the purpose of amend-
ment.
The PRESIDING OFFICER. Is there

objection?
Mr. DIRKSEN. Mr. President, there

is no objection. The distinguished Sen-
ator from Nebraska [Mr. Curtis] is

quite interested in having the bill con-
sidered as original text. I think that is

in accordance with the request of the
Senator from Oklahoma.
Mr. KERR. Yes.

The PRESIDING OFFICER. With-
out objection, the request of the Sen-
ator from Oklahoma is agreed to.

The committee amendments agreed to
en bloc are as follows

:

In the table of contents on page 1, in the
line beginning with "(b)", to strike out
"State plan provisions for services." and
insert "Requirements for full Federal match-
ing of State administrative expenditure.";
on page 2, in the line beginning with "Sec.
107.", to strike out "Use of payments for
benefit of child." and insert "Provision of
care for child who is in unsuitable home.";
in the line beginning "Sec. 109.", after the
word "for", to strike out "spouse of rela-
tive with whom" and insert "both parents
of", and in the next line, after the word
"child", to strike out "is living"; in the line
beginning with "Sec. 123.", to strike out
"Training grants for public welfare person-
nel." and insert "Increase in adequately
trained welfare personnel."; in the line after
the one beginning with "Sec 134.", to strike

out "Sec. 135. Federal payments for foster

care in child care institutions."; in the line

beginning with "Sec. 136", to strike out
"136" and insert "135"; on page 3, after the
line beginning with "Sec. 153.", to insert

"Sec. 154. Income and resources to be dis-

regarded in determining need of individual
for aid to the blind."; and, after the amend-
ment just above stated, to insert "Sec. 155.

Responsibility for placement and foster care
of dependent children."
On page 4, line 7, after the word "to", to

strike out "section 2(a) (10)" and insert
"subsection (c)(1)"; in line 17, after the
word "to", to strike out "section 2(a) (10)"
and insert "subsection (c)(1)"; on page 5,

line 22, after the word "political", to strike

out "subdivision, and" and insert "subdivi-
sion: Provided, That no funds authorized
under this title shall be available for services
denned as vocational rehabilitation services

under the Vocational Rehabilitation Act (i)

which are available to individuals in need
of them under programs for their rehabili-

tation carried on under a State plan approved
under such Act, or (U) which the State
agency or agencies administering or super-
vising the administration of the State plan
approved under such Act are able and will-

ing to provide if reimbursed for the cost
thereof pursuant to agreement under sub-
paragraph (E), if provided by such staff,

and"; on page 7, after line 2, to insert "ex-
cept that services described in clause (11)

of subparagraph (D) hereof may be provided
only pursuant to agreement with such State
agency or agencies administering or super-
vising the administration of the State plan
for vocational rehabilitation services so ap-
proved."; at the beginning of line 9, to
strike out "except that any such services
which are denned as vocational rehabilita-
tion services under the Vocational Rehabili-
tation Act and which are available, from the
State agency or agencies admlnisteripg or
supervising the administration of the State
plan for vocational rehabilitation services,

to individuals under programs for their re-
habilitation carried on under such State
plan, may be provided only by such State
agency or agencies (in the manner described
in subparagraph (E) ) except to the extent
agreed to by such State agency or agencies.";
on page 8, line 4, after the word "Secretary",
to insert "of the Treasury"; on page 9, after
line 10, to insert "and"; on page 10, line 7,

after the word "to", to strike out "section
402(a) (12)" and insert "subsection (c)(1)";
In line 21, after the word "to", to strike out
"section 402(a) (12)" and Insert "subsection
(c)(1)"; on page 11, after line 13, to strike
out "services provided (in accordance with
the next sentence) to any child who is an
applicant for or recipient of assistance under
the plan or who requests such services and
(within such period or periods as the Sec-
retary may prescribe) has been or is likely

to become an applicant for or recipient of
such assistance, or so provided to any rela-

tive," and insert "services provided (in ac-
cordance with the next sentence) to any
relative, specified in section 406(a), with
whom any child (who, within such period
or periods as the Secretary may prescribe,

has been or is likely to become an applicant
for or recipient of aid to families with de-
pendent children) is living, or to such child,

if such services are requested by such rela-
tive or for services so provided to any child
who is an applicant for or recipient of such
aid, or to any relative,"; on page 12, line 13,

after the word "political", to strike out
"subdivision, and" and insert "subdivi-
sion: Provided, That no funds authorized
under this title shall be available for serv-
ices denned as vocational rehabilitation serv-
ices under the Vocational Rehabilitation Act
(i) which are available to individuals in
need of them under programs for their re-

habilitation carried on under a State plan
approved under such Act, or (ii) which the
State agency or agencies administering or
supervising the administration of the State
plan approved under such Act are able and
willing to provide if reimbursed for the cost
thereof pursuant to agreement under sub-
paragraph (E) , if provided by such staff,

and"; on page 13, after line 15, to insert

"except that services described in clause (ii)

of subparagraph (D) hereof may be provided
only pursuant to agreement with such State
agency or agencies administering or super-
vising the administration of the State plan
for vocational rehabilitation services so ap-
proved."; after line 21, to strike out "except
that any such services which are defined as

vocational rehabilitation services under the
Vocational Rehabilitation Act and which are

available, from the State agency or agencies
administering or supervising the administra-
tion of the State plan for vocational reha-
bilitation services, to individuals under pro-

grams for their rehabilitation carried on
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under such State plan, may be provided only
by such State agency or agencies (in the
manner described in subparagraph (E) ) ex-

cept to the extent agreed to by such State
agency or agencies."; on page 14, line 13,

after the word "Act", to strike out "(as
amended by section 132(b) of this Act)";
in line 24, after the word "to", to strike out
"section 1002(a) (13)" and insert "subsection
(c)(1)"; on page 15, line 9, after the word
"to", to strike out "section 1002(a) (13)" and
insert "subsection (c)(1)"; on page 16, line

12, after the word "political", to strike out
"subdivision, and" and insert "subdivision:
Provided, That no funds authorized under
this title shall be available for services de-
fined as vocational rehabilitation services

under the Vocational Rehabilitation Act (i)

which are available to individuals in need
of them under programs for their rehabili-
tation carried on under a State plan approved
under such Act, or (ii) which the State
agency or agencies administering or super-
vising the administration of the State plan
approved under such Act are able and willing

to provide if reimbursed for the cost thereof
pursuant to agreement under subparagraph
(E), if provided by such staff, and"; on
page 17, line 15, after the word "agencies",
to insert "except that services described in

clause (ii) of subparagraph (D) hereof may
be provided only pursuant to agreement with
such State agency or agencies administering
or supervising the administration of the
State plan for vocational rehabilitation serv-

ices so approved."; at the beginning of line

21, to strike out "except that any such serv-

ices which are denned as vocational rehabili-

tation services under the Vocational Reha-
bilitation Act and which are available, from
the State agency or agencies administering
or supervising the administration of the
State plan for vocational rehabilitation serv-

ices, to individuals under programs for their

rehabilitation carried on under such State
plan, may be provided only by such State
agency or agencies (in the manner described
In subparagraph (E) ) except to the extent
agreed to by such State agency or agencies.";

on page 18, line 13, after the word "Act",
to strike out "(as amended by section 132(c)
of this Act) "; in line 24, after the word
"to", to strike out "section 1402(a) (12) " and
Insert "subsection (c)(1)"; on page 19, line

9, after the word "to", to strike out "section
1402(a) (12) " and insert "subsection (cj (1)";

on page 20, line 14, after the word "political",

to strike out "subdivision, and" and insert
"subdivision: Provided, That no funds au-
thorized under this title shall be available
for services defined as vocational rehabilita-
tion services under the Vocational Rehabili-
tation Act (1) which are available to indi-

viduals in need of them under programs
for their rehabilitation carried on under a
State plan approved under such . Act, or (ii)

which the State agency or agencies admin-
istering or supervising the administration
of the State plan approved under such Act
are able and willing to provide if reimbursed
for the cost thereof pursuant to agreement
under subparagraph (E) , if provided by such
staff, and"; on page 21, line 17, after the
word "agencies", to insert "except that serv-
ices described in clause (ii) of subparagraph
(D) hereof may be provided only pursuant
to agreement with such State agency or
agencies administering or supervising the
administration of the State plan for voca-
tional rehabilitation services so approved.";
after line 23, to strike out "except that any
such services which are defined as vocational
rehabilitation services under the Vocational
Rehabilitation Act and which are available,

from the State agency or agencies admin-
istering or supervising the administration of

the State plan for vocational rehabilitation

services, to individuals under programs for

their rehabilitation carried on under such
State plan, may be provided only by such

State agency or agencies (in the manner de-
scribed in subparagraph (E) ) except to the
extent agreed to by such State agency or
agencies."; on page 22, after line 15, to strike

out:

"state plan provisions fob services

"(b)(1) Section 2(a) of such Act Is

amended by striking out paragraph (10) (C),
by inserting 'and' after the semicolon at
the end of paragraph (10) (A) , by redesignat-
ing paragraphs (10) and (11) as paragraphs
(11) and (12) , respectively, and by inserting
after paragraph (9) the following new para-
graph :

" '(10) provide that the State agency shall

make available to applicants for or recipients
of old age assistance under the plan at least
those services to help them attain or retain
capability for self-care which are prescribed
by the Secretary; and include a description
of the steps taken to assure, in the provision
of these and any other services which the
State agency makes available to individuals
under the plan, maximum utilization of
other agencies providing similar or related
services;'.

"(2) Section 402(a) (12) of such Act is

amended to read as follow: '(12) provide
that the State agency shall make available
at least those services to maintain and
strengthen family life for children, and to
help relatives specified In section 406(a) with
whom children (who are applicants for or
recipients of aid to families with dependent
children) are living to attain or retain capa-
bility for self-support or self-care, which
are prescribed by the Secretary; and include
a description of the steps taken to assure, In
the provision of these and any other services

which the State agency makes available to
individuals under the plan, maximum utili-

zation of other agencies providing similar or
related services'.

"(3) Section 1002(a) (13) of such Act is

amended to read as follows: '(13) provide
that the State agency shall make available to
applicants for or recipients of aid to the
blind at least those services to help them at-
tain or retain capability for self-support or
self-care which are prescribed by the Secre-
tary; and Include a description of the steps
taken to assure, in the provision of these
and any other services which the State
agency makes available to individuals under
the plan, maximum utilization of other agen-
cies providing similar or related services'.

"(4) Section 1402(a) (12) of such Act Is

amended to read as follows: '(12) provide
that the State agency shall make available

to applicants for or recipients of aid to the
permanently and totally disabled at least

those services to help them attain or retain
capability for self-support or self-care which
are prescribed by the Secretary; and include
a description of the steps taken to assure,

In the provision of these and any other serv-

ices which the State agency makes available

to individuals under the plan, maximum
utilization of other agencies providing simi-
lar or related services'."

And, in lieu thereof, to insert:

"REQUIREMENTS FOR FULL FEDERAL MATCHING
OF STATE ADMINISTRATIVE EXPENDITURES

"(b) (1) (A) Paragraph (4) of section 3(a)
of such Act, as amended by subsection (a)

of this section, is further amended by insert-

ing, in the portion thereof which precedes
subparagraph (A), 'whose State plan ap-
proved under section 2 meets the require-
ments of subsection (c) (1) ' after 'any State',

and by striking out the period at the end of
such paragraph and inserting in lieu there-
of '; and'.

"(B) Such section 3(a) is further amend-
ed by inserting at the end thereof the fol-

lowing new paragraph:
" '(5) in the case of any State whose State

plan approved under section 2 does not meet

the requirements of subsection (c)(1), an
amount equal to one-fourth of the total of
the sums expended during such quarter as
found necessary by the Secretary for the
proper and efficient administration of the
State plan, Including services referred to in
paragraph (4) and provided in accordance
with the provisions of such paragraph.'
"(C) Section 3 of such Act is further

amended by adding at the end thereof the
following new subsection:

" '(c) (1) In order for a State to qualify for
payments under paragraph (4) of subsec-
tion (a) , its State plan approved under sec-
tion 2 must provide that the State agency
shall make available to applicants for or re-
cipients of old-age assistance under such
State plan at least those services to help
them attain or retain capability for self-

care which are prescribed by the Secretary.

"'(2J In the case of any State whose
State plan included a provision meeting the
requirements of paragraph ( 1 ) , but with re-
spect to which the Secretary finds, after
reasonable notice and opportunity for hear-
ing to the State agency administering or
supervising the administration-of such plan,
that

—

"'(A) the provision has been so changed
that It np longer complies with the require-
ments of paragraph (1) , or
"'(B) in the administration of the plan

there Is a failure to comply substantially
with such provision,

the Secretary shall notify such State agency
that further payments will not be made to
the State under paragraph (4) of subsec-
tion (a) until he is satisfied that there will
no longer be any such failure to comply.
Until the Secretary is so satisfied further
payments with respect to the administra-
tion of such State plan shall not be made
under paragraph (4) of subsection (a) but
shall instead be made, subject to the other
provisions of this title, under paragraph (5)
of such subsection.'

"(2) (A) Paragraph (3) of section 403(a)
of such Act, as amended by subsection (a)

of this section, is further amended by in-
serting, In the portion thereof which pre-
cedes subparagraph (A) , 'whose State plan
approved under section 402 meets the re-

quirements of subsection (c)(1)' after 'any
State', and by striking out the period at the
end of such paragraph and inserting in lieu

thereof '; and*.

"(B) Such section 403(a) Is further
amended by inserting after paragraph (3)
thereof the following new paragraph

:

" '(4) in the case of any State whose State
plan approved under section 402 does not
meet the requirements of subsection (c)(1),
an amount equal to one-fourth of the total

of the sums expended during such quarter
as found necessary by the Secretary for the
proper and efficient administration of the
State plan, Including services referred to in

paragraph (3) and provided in accordance
with the provisions of such paragraph.*

"(C) Section 403 of such Act is further
amended by adding at the end thereof the
following new subsection:

" '(c) (1) In order for a State to qualify
for payments under paragraph (3) of sub-
section (a), its State plan approved under
section 402 must provide that the State
agency shall make available at least those
services to maintain and strengthen family
life for children, and to help relatives speci-

fied in section 406(a) with whom children
(who are applicants for or recipients of aid

to families with dependent children) are

living to attain or retain capability for self-

support or self-care, which are prescribed by
the Secretary.

" '(2) In the case of any State whose State
plan included a provision meeting the re-

quirements of paragraph ( 1 ) , but with re-

spect to which the Secretary finds, after rea-

sonable notice and opportunity for hearing to
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the State agency administering or supervis-

ing the administration of such plan, that

—

" • (A) the provision has been so changed
that it no longer complies with the require-

ments of paragraph ( 1 ) , or
"'(B) in the administration of the plan

there is a failure to comply substantially

with such provision.

the Secretary shall notify such State agency
that further payments will not be made to

the State under paragraph (3) of subsec-

tion (a) until he is satisfied that there will

no longer be any such failure to comply.
Until the Secretary Is so satisfied further
payments with respect to the administration

of such State plan shall not be made under
paragraph (3) of subsection (a) but shall

instead be made subject to the other pro-

visions of this title, under paragraph (4)

of such subsection.'
"(D) Section 408(d) of such Act Is amend-

ed by Inserting 'and (4)' after 'section 403

(a)(3)'.
"(E) Section 409(b) of such Act (added

by section 105 of this Act) is amended by
inserting 'and (4)' after 'section 403(a) (3)'.

"(3) (A) Paragraph (3) of section 1003(a)

of such Act, as amended by subsection ( a)
of this section, is further amended by in-

serting, in the portion thereof which precedes
subparagraph (A), 'whose State plan ap-
proved under section 1002 meets the require-

ments of subsection (c) (1) ' after 'any State*,

and by striking out the period at the end of

such paragraph and Inserting in lieu thereof
*; and'.

"(B) Such section 1003(a) is further
amended by inserting at the end thereof

the following new paragraph :

" '(4) in the case of any State whose State
plan approved under section 1002 does not
meet the requirements of subsection (c) (1),

an amount equal to one-fourth of the total

of the sums expended during such quarter
as found necessary by the Secretary for the
proper and efficient administration of the
State plan, including services referred to in
paragraph (3) and provided in accordance
with the provisions of such paragraph.'

"(C) Section 1003 of such Act Is further
amended by adding at the end thereof the
following new subsection:

•"(c)(1) In order for a State to qualify

£or payments under paragraph (3) of sub-
section (a), its State plan- approved under
section 1002 must provide that the State
agency shall make available to applicants for

or recipients of aid to the blind at least those
services to help them attain or retain capa-
bility for self-support or self-care which are
prescribed by the Secretary.

" '(2) In the case of any State whose
State plan included a provision meeting the
requirements of paragraph (1), but with
respect to which the Secretary finds, after

reasonable notice and opportunity for hear-
ing to the State agency administering or
supervising the administration of such plan,
that—

" '(A) the provision has been so changed
that it no longer complies with the require-
ments of paragraph ( 1 ) , or
"'(B) in the administration of the plan

there Is a failure to comply substantially
with such provision.

the Secretary shall notify such State agency
that further payments will not be made to
the State under paragraph (3) of subsection
(a) until he is satisfied that there will no
longer be any such failure to comply. Until
the Secretary is so satisfied further payments
with respect to the administration of such
State plan shall not be made under para-
graph (3) of subsection (a) but shall instead
be made, subject to the other provisions of
this title, under paragraph (4) of such sub-
section.*

"(4) (A) Paragraph (3) of section 1403(a)
Of such Act, as amended by subsection (a)

of this section, is further amended by in-
serting, in the portion thereof which pre-
cedes subparagraph (A), 'whose State plan
approved under section 1402 meets the re-

quirements of subsection (c) (1)' after 'any
State', and by striking out the period at the
end of such paragraph and inserting in lieu

thereof '; and*.

"(B) Such section 1403(a) is further
amended by inserting at the end thereof the
following new paragraph:

" '(4) lh the case of any State whose
State plan approved under section 1402 does
not meet the requirements of subsection (c)

(1), an amount equal to one-fourth of the
total of the sums expended during such
quarter as found necessary by the Secretary
for the proper and efficient administration
of the State plan, including services referred
to In paragraph (3) and provided In accord-
ance with the provisions of such paragraph.'

"(C) Section 1403 of such Act is further
amended by adding at the end thereof the
following new subsection:

"'(c)(1) In order for a State to qualify
for payments under paragraph (3) of subsec-
tion (a) , Its State plan apprpved under sec-
tion 1402 must provide that tjhe State agency
shall make available to applicants for or re-
cipients of aid to the permanently and total-

ly disabled at least those services to help
them attain or retain capability for self-sup-
port or sell-care which are prescribed by the
Secretary.

"(2) In the case of any State whose State
plan included a provision meeting the re-
quirements of paragraph (1), but with re-

spect to which the Secretary finds, after
reasonable notice and opportunity for hear-
ing to the State agency administering or
supervising the administration of such plan,
that—
"'(A) the provision has been so changed

that it no longer complies with the require-
ments of paragraph (1), or

"'(B) in the administration of the plan
there is a failure to comply substantially
with such provision.

the Secretary shall notify such State agency
that further payments will not be made to
the State under paragraph (3) of subsection
(a) until he Is satisfied that there will no
longer be any such failure to comply. Until
the Secretary is so satisfied further payments
with respect to the administration of such
State plan shall not be made under para-
graph (3) of subsection (a) but shall instead
be made, subject to the othfer provisions of
this title, under paragraph (4) of such sub-
section." **

On page 34, line 5, after the word "care",
to Insert "services (including the provision
of such care)"; in line 17, after the word
"care", to insert "services"; on page 35, line

7, after the word "exists", to insert a semi-
colon and "and, in cases in which the family
is able to pay part or all of the costs of such
care, for payment of such fees as may be rea-
sonable in the light of such ability,"; on
page 37, line 17, after the word "for", to
strike out "the provision" and insert "use";
In line 13, after the word "part", to strike
out "of" and insert "for"; in line 19, after
the word "care", to insert "services, includ-
ing the provision of day care"; on page 48,
after line 11, to insert:

"(c) (1) Section 120 of the Internal Reve-
nue Code of 1954 (26 U.S.C. 120) is amended
to read as follows:
" 'Sec. 120. Public Assistance Prom Work

and Training Projects.
" 'Gross income does not include payments

of aid to families with dependent children
(as defined in title IV of the Social Security
Act) received by an individual under a State
plan approved under section 402 of such
Act even though received in the form of pay-
ments for work performed by him.'

"(2) Section 3401(a) of such Code (26
U.S.C. 3401(a)) Is amended by striking out
the period at the end of paragraph (13) and
Inserting In lieu thereof •; or* and by in-
serting after such paragraph the following
new paragraph:

"'(14) If such remuneration Is In the form
of a payment of aid to families with de-
pendent children (as defined in title IV of
the Social Security Act) received by an
individual under a State plan approved un-
der section 402 of 6uch Act.'
On page 49, line 11, after the word

"paragraph", to strike out "(11) (as re-
designated by section 101 (b) (1) of this
Act)" and Insert "(10)"; on page 50, after
line 7, to strike out

:

"Sec. 107. (a) Section 405 of the Social
Security Act is amended to read as fol-

lows:
" 'USE OF PAYMENTS FOR BENEFIT OF CTTTT.n

" 'Sec. 405. Whenever the State agency has
reason to believe that any payments of aid
to families with dependent children made
with respect to a child are not being or may
not be used in the best interests of the
child, the State agency may provide for such
counseling and guidance services with respect
to the use of such payments and the man-
agement of other funds by the relative re-
ceiving such payments as it deems advisable
In order to assure use of such payments in
the best Interests of such child, and may
provide for advising such relative that con-
tinued failure to so use such payments will
result In substitution therefor of protective
payments as provided under section 406(b)
(2) , or in seeking appointment of a guardian
or legal representative as provided in sec-
tion 1111, or in other action authorized
under State law which is deemed necessary
to protect the interests of such child; and
any such action taken by the State agency
pursuant to such State law, other than
denial of such payments with respect to
such child while in the home of such rela-
tive, shall not serve as a basis for with-
holding funds from such State under sec-
tion 404 and shall not prevent such pay-
ments with respect to such child from being
considered aid to families with dependent
children.'
On page 51, after line 8, to insert:

"PROVISION OF CARE FOR CHILD WHO IS IN
UNSUITABLE HOME"

At the beginning of line 11, to strike out
"(b)" and Insert "Sec. 107."; in the same
line, after the word "of", to strike out "such"
and insert "the Social Security"; on page
52, line 3, after the word "another", to
strike out "person" and Insert "individual";
after line 15, to strike out:
"(B) meeting ell of the need, as de-

termined by the State, of individuals with
respect to whom aid to families with de-
pendent children Is paid;" and, in lieu there-
of, to Insert

:

"(B) making such payments only in cases
In which such payments will, under the
rules otherwise applicable under the State
plan for determining need and the amount
of aid to families with dependent children
to be paid (and in conjunction with other
income and resources), meet all the need
of the Individuals with respect to whom such
payments are made;"
On page 53, line 21, after the word "below",

to insert "the last"; In the same line, after
the word "paragraph", to strike out "(3)"

and' insert "thereof"; on page 54, line 22, in
the headline, after the word "for", to strike

out "spouse of relative with whom" and
insert "both parents of"; in line 23, in the
headline, after the word "child", to strike

out "is living"; on page 57, line 15, after the
word "this", to strike out "Act" and Insert

"Act, but not more than ten such committees
may exist at any time. The number of mem-
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bers appointed t© any such committee shall
not exceed fifteen."; on page 68, line 18,

after the word "the", where it appears the
first time, to strike out "private"; on page
60, after line 7, to strike out:

"training grants for public welfare
personnel

"Sec. 128. Section 705(a) of the Social Se-
curity Act is amended by striking out 'for the
fiscal year ending June 30, 1958, the sum of
$5,000,000, and for each of the five succeeding
fiscal years such sums as the Congress may
determine' and inserting in lieu thereof the
following: 'for the fiscal year ending June 30,

1963, the sum of $3,500,000, and for each
fiscal year thereafter the sum of $5,000,000'."

And, in lieu thereof, to Insert:

"INCREASE IN ADEQUATELY TRAINED WELFARE
PERSONNEL

"Sec. 123. (a) Section 705 of the Social
Security Act is amended to read as follows:

" 'TRAINING GRANTS FOR PUBLIC WELFARE
PERSONNEL

" 'Sec. 705. (a) In order to assist in in-
creasing the effectiveness and efficiency of
administration of public assistance programs
by Increasing the number of adequately
trained public welfare personnel available

for work in public assistance programs, there
are authorized to be appropriated for the
fiscal year ending June 30, 1968, the sum of

$3,500,000 and for each fiscal year thereafter
the sum of $5,000,000.

" '(b) Sums appropriated under subsection
(a) shall be available to enable the Secre-
tary to provide ( 1 ) directly or through grants
to or contracts with public or nonprofit pri-

vate institutions of higher learning, for

training personnel who are employed or pre-
paring for employment in the administration
of public assistance programs, (2) directly

or through grants to or contracts with public
or nonprofit private agencies or institutions,

for special courses of study or seminars of

short duration (not in excess of one year)

lor training of such personnel, and (3) di-

rectly or through grants to or contracts with
public or nonprofit private institutions of

higher learning, for establishing and main-
taining fellowships or traineeships for such
personnel at such institutions, with such
stipends and allowances as may be permitted
by the Secretary.

"'(c) Payments under subsection (b) may
be made in advance on the basis of estimates
by the Secretary, or may be made by way
of reimbursement, and adjustments may be
made in future payments under this section
to take account of overpayments or under-
payments in amounts previously paid.

" '(d) The Secretary may, to the extent he
finds such action to be necessary, prescribe
requirements to assure that any individual
will repay the amount of his fellowship or

traineeship received under this section to
the extent such individual fails to serve, for
the period prescribed by the Secretary, with
a State or political subdivision thereof, or
with the Federal Government, in connection
with administration of any State or local

public assistance program. The Secretary
may relieve any individual of his obligation
to so repay, in whole or in part, whenever
and to the extent that requirement of such
repayment would, in his Judgement, be
inequitable or would be contrary to the pur-
poses of any of the public welfare programs
established by this Act.'

"(b)(1) Section 526(a) of such Act is

amended by inserting before the period at
the end thereof '; and for grants by the
Secretary to public or other nonprofit insti-

tutions of higher learning for special projects
for training personnel for work in the field

of child welfare, including traineeships with
such stipends and allowances as may be per-
mited by the Secretary'.

"(2) The heading of section 526 of such
Act is amended by inserting ', training,' after
'research'."

On page 65, line 18, after the word
"month", to Insert "and"; on page 68, line
5, after the word "month", to insert "and";
on page 69, line 26, after the word "month",
to insert "and"; on page 70, line 11, after
"303", to insert "(d)"; after line 13, to
insert:

"(e) Section 303(e) of the Social Security
Amendments of 1961 (Public Law 87-64) is

amended by striking out 'July 1, 1962' and
Inserting in lieu thereof 'October 1, 1962'."

On page 71, after line 6, to strike out:

"FEDERAL PAYMENTS FOR FOSTER CARE IN
CHILD-CARE INSTITUTIONS

"Sec. 135. (a) Clause (3) of paragraph
(a) of section 408 of the Social Security Act
is amended by Inserting 'or child-care insti-
tution' after 'foster family home'.

"(b) Paragraph (b) of such section is

amended by striking out 'of this section In
the foster family home of any individual'
and inserting in lieu thereof the following:
'of this section

—

"'(1) in the foster family home of any
individual, whether the payment therefor is

made to such individual or to a public or
nonprofit private child-placement or child-
care agency, or

"'(2) In a child-care insitution, whether
the payment therefor is made to such insti-

tution or to a public or nonprofit private
child-placement or child-care agency, bift

subject to limitations prescribed by the
Secretary with a view to including as "aid
to families with dependent children" in the
case of such foster care in such institutions
only those items which are included in such
term in the case of foster care in the foster

family home of an Individual'.
"(c) Clauses (1) and (2) of paragraph

(f) of such section are each amended by
inserting 'or child-care institution after
'foster family home'.

"(d) The last sentence of such section is

amended by inserting before the period at
the end thereof the following: '; and the
term "chlld-care Institution" means a non-
profit private-care institution which is

licensed by the State in which it is situated
or has been approved, by the agency of such
State responsible for" licensing or approval
of institutions of this type, as meeting the
standards established for such licensing'."

On page 72, at the beginning of line 17, to
change the section number from "136" to
"135"; on page 76, after line 18, to strike out:

"(10) provide that the State agency shall

make available to applicants for or recipi-

ents of aid to the aged, blind, or disabled
under the plan at least those services to help
them attain or retain capability for self-

support or self-care which are prescribed by
the Secretary; and include a description of
the steps taken to assure, in the provision of

these and any other services which the
State agency makes available to individuals

under the plan, maximum utilization of
other agencies providing similar or related

services;".

And, in lieu thereof, to insert:

"(10) provide a description of the services

(if any) which the State agency makes avail-

able to applicants for or recipients of aid or
assistance under the plan to help them at-

tain self-support or self-care, including a de-
scription of the steps taken to assure, in the
provision of such services, maximum utiliza-

tion of other agencies providing similar or

related services;".

On page 78, line 7, after the word "disre-

gard", to insert "(A)"; in line 9, after the
word "month", to insert "and (B) for a
period not in excess of twelve months, such
additional amounts of other income and
resources, in the case of an individual who
has a plan for achieving self-support ap-
proved by the State agency, as may be neces-
sary for the fulfillment of such plan"; on
page 80, line 5, after the word "separate",

to Insert "State"; on page 81, line 5, after
the word "and", to insert "to which the sen-

tence of section 1002(b) following paragraph
(2) thereof is applicable"; on page 82, line
6, after the word "Secretary", to strike out
"of the Treasury"; on page 85, In line 21,
after the word "State", to Insert "whose
State plan approved under section 1602 meets
the requirements of subsection (c)(1)"; on
page 86, line 7, after the word "to", to strike
out "section 1602 (a) (10)" and insert "sub-
section (c)(1)"; in line 17, after the word
"to", to strike out "section 1602(a) (10) " and
Insert "subsection (c)(1)"; on page 87, line
22, after the word "political", to strike out
"subdivision, and" and insert "subdivision:
Provided, That no funds authorized under
this title shall be available for services de-
fined as vocational rehabilitation services
under the Vocational Rehabilitation Act (i)

which are available to Individuals in need of
them under programs for their rehabilita-
tion carried on under a State plan approved
under such Act, or (ii) which the State
agency or agencies administering or super-
vising the administration of the State plan
approved under such Act are able and willing
to provide if reimbursed for the cost thereof
pursuant to agreement under subparagraph
(E), if provided by such staff, and"; at the
top of page 89, to insert "except that serv-
ices described in clause (11) of subparagraph
(D) hereof may be provided only pursuant
to agreement with such State agency or
agencies administering or supervising the ad-
ministration of the State plan for vocational
rehabilitation services so approved."; after
line 6, to strike out "except that any such
services which are defined as vocational re-
habilitation services under the Vocational
Rehabilitation Act and which are available,
from the State agency or agencies admin-
istering or supervising the administration of
the State plan for vocational rehabilitation
services, to Individuals under programs for
their rehabilitation carried on under such
State plan, may be provided only by such
State agency or agencies (in the manner de-
scribed in subparagraph (E) ) except to the
extent agreed to by such State agency or
agencies."; in line 21, after the word "the",
to strike out "Secretary." and Insert "Secre-
tary; and"; after line 22, to insert:

"(5) in the case of any State whose State
plan approved under section 1602 does not
meet the requirements of subsection (c)(1),
an amount equal to one-fourth of the total

of the sums expended during such quarter
as found necessary by the Secretary for the
proper and efficient administration of the
State plan, including services referred to in
paragraph (4) and provided In accordance
with the provisions of such paragraph."
On page 91, after line 15, to insert:

"(c) (1) In order for a State to qualify for

payments under paragraph (4) of subsection
(a) , its State plan approved under section
1602 must provide that the State agency
shall make available to applicants for or re-

cipients of old-age assistance under such
State plan at least those services to help
them attain or retain capability for self-care

which are prescribed by the Secretary.

"(2) In the case of any State whose State

plan included a provision meeting the re-

quirements of paragraph (1), but with re-

spect to which the Secretary finds, after

reasonable notice and opportunity for hear-
ing to the State agency administering or

supervising the administration of such plan,

that

—

"(A) the provision has been so changed
that it no longer complies with the require-

ments of paragraph (1), or

"(B) in the administration of the plan
there is a failure to comply substantially

with such provision.

the Secretary shall notify such State agency
that further payments will not be made to

the State under paragraph (4) of subsection

(a) until he is satisfied that there will no
longer be any such failure to comply. Until

the Secretary is so satisfied further payments
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with respect to the administration of such
State plan, shall not be made under para-
graph (4) of subsection (a) but shall Instead

be made, subject to the other provisions of
this title, under paragraph (5) of such
subsection."
On page 95, line 25, after "section 2(a) to

strike out "(11)" end insert "(10"; on page
87, at the beginning of line 15, to strike out
"$9,800,000" and Insert "$10,500,000"; in line

19, after the word "exceed", to strike out
"$330,000" and Insert "$400,000"; at the top
of page 99, to insert:

"INCOME AND RESOURCES TO BE DISREGARDED EN
DETERMINING NEED OP INDIVIDUAL FOR AID

TO THE BLIND

"Sec. 154. Effective July 1, 1963, so much
of section 1002(a) (8) of the Social Security
Act as follows the first semicolon therein Is

amended to read as follows: 'except that,

in making such determination, the State
agency shall disregard (A) the first $85 per
month of earned income, plus one-half of
earned income in excess of $85 per month,
and (B) for a period not in excess of twelve
months, such additional amounts of other
Income and resources, in the case of an in-
dividual who has a plan for achieving self-

support approved by the State agency, as
may be necessary for the fulfillment of such
plan;'."

After line 13, to insert:

"RESPONSIBILITY FOR PLACEMENT AND FOSTER
CARE OF DEPENDENT CHILDREN

"Sec. 155. (a) Clause (2) of section 408(a)
of the Social Security Act is amended to
read: '(2) whose placement and care are the
responsibility of (A) the State or local agency
administering the State plan approved under
section 402, or (B) any other public agency
with whom the State agency administering
or supervising the administration of such
State plan has made an agreement which is

still In effect and which includes provision
for assuring development of a plan, satis-

factory to such State agency, for such child
as provided In paragraph (f)(1) and such
other provisions as may be necessary to as-
sure accomplishment of the objectives of the
State plan approved under section 402.*.

"(b) The amendment made by subsection
(a) shall apply only for the period beginning
July 1, 1962, and ending with the close of
June 30, 1963. The Secretary shall submit to
the President, for transmission to the Con-
gress prior to March 1, 1963, a full report
of the administration of the provisions of
the amendment made by subsection (a), In-
cluding the experiences of each of the States
in arranging for foster care under the provi-
sions of their respective State plans which
are in accord with such amendment, together
with his recommendations as to continua-
tion of, and modifications in. such amend-
ment."
At the beginning of line 24, to strike out

"101 (b)"; on page 101, at the beginning of

line 2, to Insert ''and 132 (d)"; in line 5,

after "(d)", to strike out "132, 135,"; in line

10, after the word "sections", to strike out
"107 (a) and"; In line 11, after "109", to
insert "and 132 (other than subsection (d)

and (e) thereof) "; in line 13, after the word
"title", to strike out "IV" and insert "I, IV,

X, or XIV"; in line 14, after the word "Act"
to Insert a comma and "as the case may be,";

in line 16, after "105", to insert "(other than
subsection (c))"; after line 21, to insert:

"(f) The amendments made by section
101(b) shall be applicable in the case of ex-
penditures, under a State plan approved
under title I, IV, X, or XIV of the Social
Security Act, as the case may be, made after

June 30, 1963."

And* at the top of page 102, to insert:

"(g) The amendment made by section 105

(c) (1) shall apply In the case of taxable years
ending after September 30. 1962. The amend-
ments made by section 105(c) (2) shall apply

to remuneration paid after September SO,

1962."

The amendments were agreed to.

The amendments were ordered to be
engrossed and the bill to be read a third

time.
The bill was read the third time and

passed.
Mr. KERR. Mr. President, I send to

the desk a committee amendment. I ask
unanimous consent that the reading of

the amendment be dispensed with but
that the amendment be printed in the
Record.
The PRESIDING OFFICER. With-

out objection, the reading of the amend-
ment will be dispensed with; and, with-
out objection, the amendment will be
printed in the Record.
The amendment is as follows:

On page 49, between lines 5 and 6, insert

the following:
"(d) Expenditures (other than for medi-

cal or any other type of remedial care) made
at any time during the period beginning
July 1, 1961, and ending with the close of
September 30, 1962, which would have been
considered aid to dependent children or aid
to families with dependent children, as the
case may be, under a State plan approved
under title IV of the Social Security Act
except that they were made in the form of
payments for work performed by a relative

with whom a dependent child (as defined in

section 406 or 407 of such Act) is living, shall

be deemed to have been made under a State
plan approved under title IV of the Social

Security Act and to constitute aid to
dependent children or aid to families with
dependent children, as the case may be, If

(1) such expenditures were made under con-
ditions which meet the requirements set

forth in section 409 of such Act (added by
subsection (a) of this section), other than
subparagraphs (D) and (F) of subsection
(a) (1) thereof and other than the require-

ment that the State agency (administering
or supervising the administration of such
plan) be administering or supervising the
administration of the program under which
such work is performed, and (2) at the time
such expenditures were made, such State
plan met the requirements of paragraphs

(1), (2), and (3) of section 407 of the Social

Security Act. The costs of administration
of any such State plan may include, with
respect to expenditures described in the pre-
ceding sentence, only such costs as are per-
mitted in accordance with the provisions of

subsection (b) of such section 409."

On page 101, line 17, strike out "subsection
(c)" and insert in lieu thereof "subsections
(c) and (d)".

Mr. KERR. Mr. President, I have
cleared the amendment with the major-
ity leader, the minority leader, the chair-

man of the committee, the ranking Re-
publican member of the committee, and
the other Democratic members of the
committee.

I ask unanimous consent to have
printed at this point in the Record a
brief explanation of the amendment.
There being no objection, the explan-

ation was ordered to be printed in the
Record, as follows:

Explanation of Amendment
In this bill we have provided for com-

munity work and training programs as a
part of the aid to dependent children pro-
gram. Most of us agree that it is highly
desirable that individuals who are unem-
ployed and require assistance have an op-
portunity to retain their skills and acquire

new skills through constructive work proj-
ects. This has become particularly impor-
tant since May 1961 when we made tempor-
ary provision for aid to families in which
a parent is unemployed. A number of States
have operated work projects for years and
attempted to accommodate these projects to
the new program that we enacted last year

—

something which. In my Judgment, is natural
and commendable. However, In a few in-

stances technical problems have arisen which
create complications that may affect their
right to Federal financial participation in

some of their expenditures under the aid to
dependent children programs. In view of
the fact that these programs are wholly con-
sistent with the spirit of the provisions In
this bill which Congress has developed after

careful consideration, it seems only fair that
the efforts of the States that have been ahead
of the Federal Government In this respect
be recognized.

Accordingly, the amendment I am offering

would make the community work and train-
ing provisions of H.R. 10606 effective back to
July 1, 1961, the beginning of the quarter
following our enactment of the provision for

aid to families In which parents are unem-
ployed. It would also not require, prior to
October 1, 1962, that some of the rather tech-
nical provisions we have developed be in
effect. Specifically, the provisions exempted
would be those requiring protection of proj-

ect workers by Workmen's Compensation or

Its equivalent, that additional expenses of

a recipient of aid usually attributable, to

such work will be considered, and provision
that the program must be administered by,

or under supervision of the State welfare
agency.

Mr. KERR. Mr. President, I ask that
the amendment be agreed to.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment offered by the Senator from Okla-
homa.
The amendment was agreed to.

The PRESIDING OFFICER. The bill

is open to further amendment.
Mr. KERR. Mr. President, I yield the

floor.
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PUBLIC WELFARE AMENDMENTS OF
19(82

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
The PRESIDING OFFICER. The bill

is open to amendment.
Mr. MANSFIELD. Mr. President, I

suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The legislative clerk proceeded to call

the roll.

Mr. MANSFIELD. Mr. President, I

ask unanimous consent that the order
for the quorum call be rescinded.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
MATCHING FUNDS ON ADMINISTRATION OP

PUBLIC WELFARE

Mr. SYMINGTON. Mr. President,
H.R. 10606—as an extension and im-
provement of public assistance and child
welfare services programs—recognizes
the need for more rehabilitation services
to make it possible to remove more
people from the welfare rolls.

And yet, in order to encourage the
States to provide more of this type of
service, particularly in the area of Aid
to Dependent Children, the bill as passed
by the House posed a very real problem
to current assistance programs. As
amended by the Senate Finance Com-
mittee, this problem was reduced.
Based on correspondence from Gov-

ernor Dalton, of Missouri, and confer-
ences with Missouri's director of wel-
fare, however, my colleague, Senator
Long, and I believe further modification
is needed.
This need is recognized by a number

of other States. On June 23, the senior
Senator from Massachusetts, Senator
Saltonstall, proposed a series of five

amendments, numbered "6-23-62-A."
Mr. President, I ask unanimous con-

sent that the Saltonstall amendments be
printed at this point in my remarks.
There being no objection, the amend-

ments were ordered to be printed in the
Record, as follows:

On page 25, line 5, strike out "one-fourth"
and insert in lieu thereof "one-half".
On page 27, lines 5 and 6, strike out "one-

fourth" and insert in lieu thereof "one-half".
On page 29, lines 12 and 13, strike out

"one-fourth" and insert in lieu thereof "one-
half".
On page 31, lines 10 and 11, strike out

"one-fourth" and insert in lieu thereof "one-
half".
On page 90, lines 1 and 2, strike out'"one-

fourth" and insert in lieu thereof "one-
half".

Mr. SYMINGTON. By eliminating
the penalty provisions, these amend-
ments will preserve the long-established
principle of matching the States on a
dollar-for-dollar basis in the basic ad-
ministrative costs of carrying out the
public assistance programs for the aged,
the blind, the disabled, aid for depen-
dent children, and medical assistance for
the aged.

At the same time, by retaining the
House and Senate Finance Committee
provision for 75 percent matching of
special administrative services, these
amendments would encourage the re-
habilitation work so essential to the
sound improvement of present welfare
programs.
The Senate Finance Committee, build-

ing on the work of the House of Repre-
sentatives, has reported a bill containing
important changes in the existing pro-
grams. We have discussed this problem
with the distinguished senior Senator
from Oklahoma, who is handling this bill

for the Senate Finance Committee, and
who has told us he has no objection to

the amendments in question.
The proposal to match States on a 75-

percent additional aclministrative basis

—

if they meet with minimum service re-
quirements in a particular welfare cate-
gory—is important for the encourage-
ment it will give to States like Missouri
that have, met administrative standards
in the past. The additional Federal as-
sistance will also focus attention on
needed rehabilitation aspects of future
welfare programs.
On the other hand, serious difficulties

would be encountered by attempting to
cut the long-established dollar-for-dol-
lar matching formula on present admin-
istrative costs for failure to meet mini-
mum rehabilitation service requirements.
Some State laws might be hard to

change, and necessary State appropria-
tions might be hard to obtain, partic-
ularly because of the widespread concern
about minimum standards not yet set

up by the Secretary of Health, Educa-
tion, and Welfare.
Under the penalties provided by the

House, failure of a State legislature to
act, and consequent inability to comply,
could be very serious. As stated, the
Senate eased the penalty, but it could
still mean penalties of as much as $2
million a year to Missouri on present
programs.
Gov. John Dalton, of Missouri,

with the support of the Missouri Legis-
lature, is moving' ahead in setting up
pilot rehabilitative services in our wel-
fare programs. He has assured us of
his interest and intention to continue
improving the services, but does not want
the present necessary dollar-for-dollar
administrative funds threatened for pos-
sible failure to institute new services.

The 75-percent matching would en-
courage States to improve their rehabil-
itative services. This in turn should help
make welfare recipients self-supporting
members of society, reduce the welfare
rolls, and thereby reduce Federal and
State expenditures.

If State governments do not meet ad-
ditional minimum requirements, how-
ever, I do not believe they should be
penalized on the long-established pro-
grams under which they have been meet-
ing, and continue to meet, matching fund
requirements.
Mr. President, I ask unanimous con-

sent to have printed in the Record at
this point the following material : a tele-

gram from Gov. John M. Dalton, dated
June 14; a letter from Governor Dalton,
dated June 20 ; a story from the St. Louis
Post-Dispatch of June 24, entitled "Ribi-
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coff To Get State Welfare Aid Cut Pro-

test"; and a copy of telegram from Gov-
ernor Dalton to the Honorable Abraham
Ribicoff, Secretary of the Department of

Health, Education, and Welfare.
There being no objection, the material

was ordered to be printed in the Record,

as follows

:

Jefferson Citt, Mo., June 14, 1962.

Hon. Stuart Symington,
U.S. Senate,
Washington, D.C.:
The Senate Finance Committee has ap-

proved HJt. 10606 and ordered it favorably

reported to the Senate with several amend-
ments. We are greatly concerned with one
of these amendments, which potentially

could cause heavy decreases in Federal funds
for administration in the future in Missouri,

and other States. For some 20 years Fed-
eral funds have paid 50 percent of the cost

of administering the Federal-State public
assistance programs. H.R. 10606, as passed
by the House, provides that If a State fur-

nishes certain welfare services, as desig-

nated by the Secretary of Health, Education,
and Welfare, the Federal administrative
percentage would be increased from 50 to

75 perecnt. The Senate Finance Commit-
tee continued this feature, but further
provided that if the services designated by
the Secretary were not made available to
recipients by the State, the matching of ad-
ministrative costs from Federal funds, now
50 percent, would be reduced to 25 percent.
While Missouri is wholeheartedly in sym-
pathy with the administration's welfare bill

aimed at restoring welfare recipients to use-
ful citizenship, strengthening family life and
furthering self-help and self-support among
recipients, we strongly protest any possibility

of reducing the Federal matching of ad-
ministrative funds to less than 50 percent,
as now provided. It is quite conceivable that
the Missouri Legislature will not see fit to
appropriate State funds to make possible
additional Welfare staff members to provide
the services hoped for in H.R. 10606. Under
such circumstances, and as the Senate
amendment now stands, the State could lose

as much as $2 million per year, now provided
In Federal funds for administration. I

strongly urge you to make every effort to see
that H.R. 10606, If finally enacted into law,
provides that Federal administrative match-
ing funds furnished to States not be allowed
to be set below the present 50-percent fig-

ure. The importance of this to our State,
and I am quite sure to others, cannot be
overestimated.

John M. Dai/ton,
Governor.

Executive Office,
State of Missouri,

Jefferson City, Mo., June 20, 1962.
Hon. Stuart Symington,
Senate Office Building,
Washington, D.C.
Dear Senator: Thank you for your recent

letter and the material regarding H.B. 10606.

We have studied the committee's report
and remain of the opinion that the provi-
sion which my telegrams concerned is po-
tentially dangerous to the State of Mls-
BQuri. I certainly am wholeheartedly In ac-
cord with the philosophy of rehabilitation of
persons receiving welfare benefits. However,
under this bill and the Finance Committee's
amendment, we have no way of knowing at
this time what services the Department of
Health, Education, and Welfare might re-
quire the State to furnish in order to be en-
titled to the 75 percent matching funds.
We have no way of knowing whether or not
the State of Missouri will be in a position
to furnish the services which would be re-
quired nor have we any assurance that the

legislature would be cooperative In author-
izing the necessary personnel. If Missouri
were unable to furnish the services which
the Department might require, the reduction
In the Federal matching payments for ad-
ministration to 25 percent might result In

a loss to the State of Missouri of some $2
million per year in Federal matching funds.

In my opinion, the offering of 75 percent
as matching funds for the rehabilitation

services Is a strong incentive to provide
such services and I do not see the necessity

or desirability of the coercive threat of re-

duction In administrative matching funds
for failure to provide such services.

May I urge you to do what you can to see

that this measure would provide in no event
less than equal matching funds as are now
provided. I do consider this of importance
to the State of Missouri not only from a
financial standpoint, but also from the
standpoint of principle involved.

With best regards, I am.
Sincerely yours,

John M. Dalton,
Governor.

[From the St. Louis Post-Dispatch, June 24,

1962]

Ribicoff To Get State Welfare Aid Cut
Protest

(By Thomas W. Ottenad)

Washington, June 23.—Protests by Mis-
souri officials against proposed changes In
Federal welfare expenditures will be put be-
fore Secretary of Health, Education, and
Welfare, Abraham A. Ribicoff, the Post-Dis-
patch was told today.

Ribicoff will be asked to approve an
amendment that would eliminate from a
pending Senate bill a provision cutting the
Federal Government's share of the cost of
administering State welfare programs from
50 to 25 percent under certain conditions.
Missouri officials have said that the cutback
might cost the State as much as $2 million
a year In Federal funds now provided to help
pay for administering State welfare programs.

Stanley R. Fike, administrative assistant to
Senator Stuart Symington, Democrat, of
Missouri, said agreement on putting the
matter before Ribicoff was obtained at a
conference here yesterday.

OTHERS AT MEETING

In addition to Fike, participants in the
meeting included Daniel Miles, administra-
tive assistant to Senator Edward V. Long,
Democrat, of Missouri: Proctor N. Carter,
director of the Missouri Division of Welfare;
Elmore G. Carter, chief counsel of the divi-
sion; Robert M. Ball, social security Commis-
sioner; Charles E. Hawkins, legislative refer-
ence officer for the Social Security Adminis-
tration, and experts from the Library of Con-
gress.

Fike said Ball agreed to present to Ribicoff
the request by Proctor Carter for an amend-
ment that would eliminate the proposed re-
duction in Federal funds. The cut in Fed-
eral assistance would be made if States failed
to provide certain minimum services designed
to put more emphasis on rehabilitation of
welfare recipients. Under terms of the pend-
ing bill, the nature of the services is to be
spelled out later by Ribicoff.

Fike said that the Missouri officials

endorsed the objective of upgrading welfare
services. They said Missouri has started an
experimental program to determine how
strengthened services might best operate.

INCENTIVE CITED

The Missouri officials reportedly took- the
position that an incentive provided under
the pending legislation was sufficient to en-
courage the State to provide improved mini-
mum services. The incentive Is a provision
for the Federal Government to pay 75 per-

cent, rather than 50 percent, of the admin-
istrative costs of new State services empha-
sizing rehabilitation.

Carter said the penalty provision was un-
necessary, Fike stated. The Missouri official

warned that Missouri and other States might
have to cut back present welfare services as a
result of the penalty clause if their legis-

latures are unwilling to underwrite the cost
of new services.

Amending the proposed Senate bill would
open the way to revising an even more
stringent measure already passed by the
House. The House bill provides that States
failing to comply with the proposed new
minimum standards could lose all, not Just
half, of Federal funds furnished for ad-
ministration.
They could lose all Federal funds provided

for direct payments to welfare recipients.
This is a much larger sum than the adminis-
trative payments. In the year ended June
30, 1961, Missouri received $86,746,000 in
Federal money for direct payments, com-
pared with less than $4 million for ad-
ministrative purposes.

Missouri officials, who at first were un-
aware of the nature of the penalty con-
tained in the House bill, told Fike that this
approach could endanger the State's entire
welfare assistance program.

MISSOURIANS' ONLY HOPE
Because the House has completed action

on its measure, the only hope for the Mis-
sourians is to try to have the Senate elim-
inate any penalty provision from its measure.
This would throw the legislation Into a con-
ference of the House and Senate, where an
attempt could be made to eradicate the
House penalty clause.

If Ribicoff and his advisers agree to the
request for eliminating the penalty provi-
sion, Fike said an amendment to carry out
this change would be offered on the floor of
the Senate. The bill, which has been ap-
proved by the Senate Finance Committee, is

expected to be considered by the Senate some
time next week.

If the Department of Health, Education,
and Welfare will not agree to the change,
Fike said, a decision on whether an amend-
ment would be offered would have to be con-
sidered further. Originally the Kennedy
administration favored the approach repre-
sented by the House bill. An agreement to
place the matter before Ribicoff was arranged
by Senators Symington and Long as a. result
of a protest expressed last week by Gov. John
M. Dalton, of Missouri, over possible effects
of any cut in Federal funds.

June 25, 1962.
Hon. Abraham Ribicoff,
Secretary of Health, Education, and Welfare,
Washington, D.C:

I appreciate the meeting in Washington
last Friday arranged by Missouri Senators
Symington and Long between officials of the
Missouri Welfare Department and the De-
partment of Health, Education, and Welfare
at which time discussion was held on a pro-
posed Senate Finance Committee amend-
ment to H.R. 10606, which could, under cer-
tain conditions, result in greatly reduced
Federal funds for administration of welfare
programs by the States. We in Missouri are
completely in accord with the new approach
to welfare problems reflected in this legisla-

tion which was sponsored by your Depart-
ment. We intend to do everything possible
to further self-help, self-care and rehabilita-
tion among recipients of welfare. Howevc,
we do not believe that any State should be
put in the position of losing administrative
money if such State did not furnish certain
services to welfare recipients as designated
by the Secretary of Health, Education, and
Welfare. We believe the provision for an
Increase in Federal administrative matching
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from 50 to 75 percent would be sufficient

incentive to States to provide welfare serv-

ices consistent with the funds made avail-

able by the various State Legislatures. It

is conceivable in some instances that the
Legislatures may not see eye to eye with the
Federal department and might not for one
reason or another furnish services designated
as essential by the Secretary. For such
States to have their Federal administrative
allotments sliced in half as a consequence
would be entirely wrong in our opinion. Po-
tentially, Missouri could lose as much as $2

million a year in Federal allotments if our
Legislature did not appropriate money to

add workers to furnish services to welfare

recipients.

We were unaware that the House-passed
bill carried even more penalties on the States.

Nonetheless we are at this point trying to

change the bill in the Senate so that no
State would receive less than 50 percent Fed-
eral funds for administration as now pro-
vided by law. I sincerely hope that the De-
partment will favor the elimination of the
penalty provision in H.R. 10606 and that the
bill will be enacted into law with such
change.

John M. Dalton,
Governor of Missouri.

Mr. LONG of Missouri. Mr. Presi-

dent, my distinguished colleague, the
senior Senator from Missouri, has just

presented a clear, persuasive argument
for continuing the 50 percent matching
fund basis for administrative costs even
though the State does not provide the
rehabilitation services prescribed by the
Secretary of Health, Education, and Wel-
fare.

The aim of the rehabilitation pro-
visions of this bill to restore welfare re-
cipients to useful citizenship, to
strengthen family life and to further
self-help and self-support among recipi-
ents is certainly commendable, and
these provisions should become law.
However, I have grave misgivings as to
this sword of Damocles which the bill

would hang over the heads of the States
to obtain compliance. In my opinion,
the 75 percent matching fund provision
approved by the House and Senate Com-
mittee is a sufficient incentive to induce
States to meet the requirements pre-
scribed by the Secretary.
As my colleague has pointed out, this

entire matter has been discussed and
considered at length and I hope the Sen-
ate will take the appropriate action.
Mr. KUCHEL. Mr. President, I sug-

gest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The legislative clerk proceeded to call
the roll.

Mr. MANSFIELD. I ask unanimous
consent that the order for the quorum
call be rescinded.

The PRESIDING OFFICER (Mr.
Muskie in the chair). Without objec-
tion, it is so ordered.
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PUBLIC WELFARE AMENDMENTS OP
1962

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that the Senate
return to the consideration of the un-
finished business.
The PRESIDING OFFICER. Without

objection, it is so ordered.

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.

Mr. JAVITS. Mr. President, I wish
to address myself to the bill itself, which
I favor, and to a particular amendment
which I have submitted. It deals with
the question of judicial review, to which
the States would be entitled under the
plan of welfare payments or aid to the
States in connection with welfare pay-
ments, which the bill provides.

The basis of my observations relate
to the testimony of Miles B. Amend,
chairman of the New York Board of
Social Welfare, which appears in the
hearings beginning at page 425.

As I have said, Mr. Amend is chairman
of the New York State Board of Social
Welfare, which is a board composed of
15 private citizens appointed by the Gov-
ernor of New York with the consent of
the State senate, one from each of the
II judicial districts of the State and 4 at
large.

He describes the board as being very
diversified in terms of economic, pro-
fessional, and other interests in the
State. He describes the board as the
policymaking head of the Department
of Social Welfare of the State of New
York.

The board endorsed the provisions of

H.R. 10606, the bill now before the Sen-
ate, but he made some basic points,

which I believe are extremely important.
One of them is the basis for the amend-
ment which I have submitted.

The recommendations made by Mr.
Amend are twofold. First, he believes

that there should be Federal court re-
view of any proposed deduction or other
penalty which flowed from the Federal
Government to State plans and pro-
grams. Second, he believes that the best
plan for Federal administration was for
the Federal Government to require law
on the part of the State to conform to
Federal requirements, but that it should
not break it down into the detail of the
State's plan, which, he said, really re-
sulted in a proliferation of technical
and administrative detail.

If the general law of the State were
in consonance with the requirement of

the Federal Government, then the at-
titude of the Social Welfare Board of
New York was that was adequate. Ob-
viously, that deals with the whole
scheme of legislation and was really
testimony relating to a prewar policy on
the part of some men. Therefore, in the
proposed amendment to the bill, I have
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picked up only the problem of judicial

review.
I have not called up my amendment

because in a matter of this nature it is

always best, if possible, to come to agree-
ment with the department which is con-
cerned. So we are making every effort

to agree with the Department of Health,
Education and Welfare on a judicial re-
view amendment which will be satisfac-

tory to them and satisfactory to us.

There is one question in that regard
which is open and which, I think, can
easily be resolved. My amendment ex-
pressly provides that payments to the
State under the statute shall not be
stopped while judicial review is pending,
while an appeal is taken from the deter-
mination of the Secretary. I think the
Department would prefer to keep silent

on that score, so that, first, would leave

it a matter of administration; and sec-

ond, would leave it to the injunctive
power of the courts, which would always
have the power to intercede in the situa-

tion once a judicial review was sought.
My present thought is to accede to

that idea; that is, to leave the matter
unprovided for specifically by the bill,

and therefore in the hands of the normal
administrative process plus the injunc-
tive power of the courts.

The other question comes as to the type
of court which should have jurisdiction.

Normally, we think of the circuit court
of appeals as the review court for deter-
minations made by the Secretary. There
is some feeling that because there is not
a circuit court of appeals in every State,
there may be involved, since this is

uniquely a State matter, an element of

inconvenience to require State authori-
ties and officials to proceed to another
State than their own State in which to

ask for judicial review. It is a fact,

though, that every State has a U.S. dis-

trict court; so it may be, if it is satisfac-

tory to the Department, that that could
be a solution.

I shall explore all these points of view
and shall do my utmost to develop an
amendment which will provide for a
proper kind of judicial review, with
proper accommodation to the Depart-
ment and to the States. However, I have
not called up my amendment for the
reasons which I have stated ; and I think
it is useful to announce that the subject
is under negotiation, as it were, for de-
termination, because other Senators may
have received from their State welfare
authorities the same request that I have
received from the welfare authorities of
the State of New York. Therefore, I wish
to extend, both on the floor of the Senate
and through the Record, an invitation to

other Senators having similar problems
to cooperate with me in their resolution
to cosponsor an amendment, as we finally

agree on one, if we can agree on one, so
that the whole question of judicial re-
view, which interests not only my State,

but other States, as well, may be de-
termined at one and the same time. I

hope that other Senators who are in-
terested will communicate with me, so
that we may resolve this unit question
at one time by one amendment.
Mr. WILLIAMS of New Jersey. Mr.

President, I call up my amendments

designated "6-29-62—P." I ask that in
lieu of a reading of the amendments, the
amendments be printed at this point in
the Record.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
The amendments offered by Mr. Wil-

liams of New Jersey for himself and Mr.
Humphrey, Mr. Douglas, Mr. Smith of
Massachusetts, Mr. Yarborough, Mr.
Carroll, Mr. Hart, Mr. Morse, Mr.
Javits, Mr. Burdick, Mr. McCarthy, Mr.
Metcalf, Mr. Clark, Mr. Holland, and
Mr. Smathers are as follows:

On page 40, after line 5, insert the follow-
ing:

"(e) Part 3 of title V of such Act (as
amended by the preceding provisions of this
section) is further amended by adding at the
end thereof the following new section

:

" 'DAY-CARE FACILITIES FOB CHILDREN OF MI-
GRANT AGRICULTURAL WORKERS

" 'Sec. 529. (a) For the purpose of enabling
the United States, through the Secretary, to
further cooperate with State public-welfare
agencies which have included in their plans
for child-welfare services provisions caUing
for the providing of day-care facilities for
the children of migrant agricultural workers,
there Is hereby authorized to be appropriated
for the fiscal year ending June 30, 1963. and
for each succeeding fiscal year through the
fiscal year ending June 30, 1965, the sum of
$750,000, which 6hall be used exclusively for
the establishment and operation of such day-
care facilities.

"'(b) On October 1, 1962, and thereafter
at the beginning of each fiscal year (com-
mencing with the fiscal year ending June 30,
1964) the Secretary shall allot the sums ap-
propriated pursuant to subsection (a) to
States as follows: He shall allot to each State
the plan of whose child-welfare agency calls
for the providing of such day-care facilities
an amount which bears the same ratio to the
amount appropriated pursuant to subsection
(a) of such year as the total number of chil-
dren of migrant agricultural workers who
were in such State during the preceding
fiscal year (as determined by the Secretary
on the basis of the best data available to
him) bears to the total number of such chil-
dren who were In all such States for such
preceding year (as so determined).

"'(c) Prom the sums appropriated pur-
suant to subsection (a) and the allotments
available under subsection (b), the Secre-
tary shall from time to time pay to each
State the public-welfare agency of which
Includes in its plan for child-welfare serv-
ices provisions calling for the providing of
day-care facilities for the children of migrant
agricultural workers an amount equal to the
Federal share (as determined under section
524) of such portion of the total sum ex-
pended under such plan (including the cost
of administration of the plan) as is attribu-
table to the providing of such day-care
facilities. Such amounts shall be payable
in the manner provided by section 523(b).

"'(d) The amount of any allotment to
a State under subsection (b) for any fiscal

year which the State certifies to the Sec-
retary will not be required for carrying out.
the provisions of its State plan relating to
the providing of day-care facilities for the
children of migrant workers shall be avail-
able for reallotment from time to time, on
such dates as the Secretary may fix, to other
States which the Secretary determines (1)
have need in carrying out the provisions of
their State plan which call for the providing
of such facilities for sums in excess of those
previously allotted to them under such sub-
section and (2) will be able to use such
excess amounts during such fiscal year in
carrying out such provisions. Any amount
so reallotted to a State shall be deemed part
of its allotment under subsection (b).

"'(e) In no case shall a State receive Fed-
eral financial assistance with respect to the
same expenditure under this section and the
preceding sections of this part.

"'(f) For purposes of this section

—

"'(1) The term "migrant agricultural
worker" means an Individual (A) whose
primary employment is agriculture, as de-
fined in section 3(f) of the Fair Labor
Standards Act of 1938 (29 U.S.C. 203(f) ), on
performing agricultural labor, as defined In
section 3121(g) of the Internal Revenue
Code of 1954 (26 TJ.S.C. 3121(f)), on a sea-
sonal or other temporary basis, and (B) who
establishes with his family for the purpose
of such employment a temporary residence;

"'(2) The term "child" means a child
who makes his home with his parent or the
individual who stands in loco parentis to the
child; and

"'(3) The term "day-care facility" in-
cludes (A) day-care centers whether pro-
vided directly by the State (or any political
subdivision thereof) or Indirectly through a
purchase of care or other basis, and (B) In-
dividualized care provided through foster
home services.

"'(g) No funds appropriated under the
authority of subsection (a) shall be payable
to any State which Imposes, as a . condition
of eligibility for day-care facilities, any resi-
dence, requirement which excludes any
otherwise eligible child physically present in
the State."

"

Amend the table of contents so as to add,
at the end of the matter describing the con-
tents of section 102 of the bin, the follow-
ing:

"(e) Day-care facilities for children of
migrant agricultural workers."

Mr. WILLIAMS of New Jersey. Mr.
President, these amendments relate to
a program of day care for the children
of migrant farm families.
During the past few years I have made

field trips to numerous States and have
seen and learned of conditions that are
almost unbelievable. Children were
locked in the family's quarters or play-
ing unsupervised in roadways, near ir-

rigation ditches, in the fields near heavy
machinery and trucks, or in camp lots

littered with junk, broken glass, and gar-
bage. Parents were often far out of ear-
shot, picking fruits, vegetables, and
fibers.

Thp number of children who live un-
der these conditions is not so small that
their needs can be easily overlooked. An
estimated 100,000 to 150,000 young chil-
dren accompany their parents in the
migratory stream each year. We have
reason to believe that far more than half
of these children, perhaps as many as
70,000, are under 6 years of age.
The concern for this problem goes

back four decades. According to a re-
port—"Children in Migrant Families,"
prepared by Children's Bureau of Social
Security Administration, U.S. Depart-
ment of Health, Education, and Welfare,
December 1960, submitted to Committee
on Appropriations, U.S. Senate—of the
Children's Bureau of the Department of
Health, Education, and Welfare, a church
group in 1921 opened an experimental
day-care center in Maryland which filled

a gaping need.

This was a beginning, and it has been
augmented over the years by the addi-
tional efforts of other church and pri-

vate groups.

I observe in the Chamber the distin-

guished senior Senator from Florida [Mr.
Holland], who has shown great interest
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in this program. I have seen in his

State some of the examples of a truly

great humane work by church people

and others who have brought day care

to the children of migrant farmworkers.

Nonetheless, as we view the condition

today, the program still amounts to no
more than a beginning. Forty-one

years later, there are still parents in this

great Nation of ours who have no where

to leave their children except in a wide-

open field or an unkept, unprotected, un-

sanitary camp. In the entire Nation,

there are only 24 day-care centers, li-

censed by State agencies, which primar-

ily serve children of migrant families.

The combined aggregate capacity of all

24 centers would probably serve less than
1,000 children.
Many States have rightfully become

alarmed at the lack of daily supervision

and have established day-care centers

for migratory children on a pilot project

basis. Regrettably, however, the finan-

cial resources of most States have not

been sufficient to provide the stimulation

needed for the establishment of these

projects on a more general basis.

For the States which will expand ini-

tial projects and for the States which will

start day-care centers, this amendment
to H.R. 10606 would authorize an appro-
priation of $750,000 to provide matching
grants to such States. A provision of

the amendment assures that the grants

will be channeled into those States hav-
ing a substantial impact of migratory
seasonal farmworkers each year and
that residence requirements will not bar
otherwise eligible children from the

States' day-care services. The amount
of Federal grants would be determined
by the matching formula in the child

welfare services section of the Social Se-
curity Act.

I want to emphasize, moreover, that
this amendment is not intended to deny
migratory children any welfare services

and benefits currently available under
the Social Security Act, or any amend-
ment thereto.

This amendment to H.R. 10606 has
been given the support of numerous
church and social organizations con-
cerned with alleviating the problems
faced by migratory children. The ad-
ministration, too, has given its support
to this amendment. The Department
of Health, Education, and Welfare, con-
siders this amendment necessary and
supports it. This amendment merely in-

corporates the provisions of our day-care
bill, S. 1131, which had the express sup-
port of every administrative agency re-

porting on the bill.

I have given considerable time to the
study of providing day-care services to

our Nation's migrant children and am
convinced that the proposed day-care
amendment to HR.. 10606 will be of mo-
mentous assistance to these children.

The enactment of this migrant day-care
provision will announce the beginning of

a safe, sanitary, and happy life for many
young children whose only "happiness"
has been the mere absence of hardship.
Providing these many small children

with positive joy and companionship Is

as needed as it is deserved by these neg-
lected migrant children.

Mr. President, this amendment has
been prepared and offered with the co-

operation of the distinguished Senator

from Oklahoma [Mr. Kerr], who is in

charge of H.R. 10606. The program of

providing migrant children with day-
care services has been arranged so as

to begin in October of this year. It

would be a continuing program and
would phase out at the end of fiscal year

1964, the beginning of fiscal year 1965.

Mr. KERR. Mr. President, will the

Senator yield?

Mr. WILLIAMS of New Jersey. I

yield-

Mr. KERR. I believe the Senator from
New Jersey intended to say that the

program would terminate at the end of

fiscal year 1965.

Mr. WILLIAMS of New Jersey. At the

end of fiscal year 1965.

Mr. KERR. June 30, 1965.

Mr. WILLIAMS of New Jersey. The
Senator is correct.

Mr. HOLLAND. Mr. President, will

the Senator from New Jersey yield?

Mr. WILLIAMS of New Jersey. I am
happy to yield to the Senator from
Florida.
Mr. HOLLAND. Do I correctly under-

stand that the amendments now offered

to the more general bill are the same
as S. 1131?
Mr. WILLIAMS of New Jersey. That

is correct; with the exception that its

time of life has been limited. It will

end on June 30, 1965.

Mr. HOLLAND. In other words, the
Senator's proposal sets up the same ma-
chinery and puts it on a trial basis, so far
as time is concerned?
Mr. WILLIAMS of New Jersey. That

is correct.
Mr. HOLLAND. I wish to voice my ap-

preciation of the long, persevering, and
even determined efforts of the distin-

guished junior Senator from New Jersey
in this field. Sometimes his efforts have
led into fields where I could not follow
him; but in this particular effort I think
every Senator will find it possible to fol-

low the Senator from New Jersey, be-
cause there is not a doubt in the world
that day-care schools for the children
of migratory workers in the various
States which have established them, in-
cluding Florida, have shown their very
great value. There is not a doubt in the
world that the young children of the day-
workers who migrate from place to place
in the pursuit of their livelihood in serv-
ing our seasonal agricultural industries
need this kind of service.

I am glad to join with the Senator from
New Jersey in this effort. I hope that
the gracious act of the Senator from
Oklahoma [Mr. Kerr], who is handling
the bill, in accepting the amendments,
means that this ^program is now safely
on the track to becoming law in the near
future.

I thank the Senator.

Mr. WILLIAMS of New Jersey. I

thank the Senator from Florida; and I

wish to state that without his guidance,
his counsel, and his cooperation, this

measure and two or three others would
not be as advanced as they are.

Mr, JAVITS. Mr. President, will the
Senator from New Jersey yield?

Mr. WILLIAMS of New Jersey. I

yield.

Mr. JAVTTS. I am very glad to be a
cosponsor of this amendment; and I

wish to say that in the Finance Commit-
tee the leadership of the Senator from
New Jersey has added greatly to the de-
velopment of these provisions. I am a
member of the subcommittee on which
the Senator has done such great work
in dealing with migratory labor; and the
provisions of this amendment are most
important in connection with our work
in this field.

This is a most humanitarian measure,
and I think the Senator from New Jer-

sey is to be congratulated on having this

amendment worked out in so wise a way,
in connection with this most important
field.

I thank the Senator from New Jersey.

Mr. WILLIAMS of New Jersey. Mr.
President, I wish to state how helpful

and cooperative the senior Senator from
New York has been. I also wish to state

that the chairman of the Finance Com-
mittee has been most cooperative, both
this year and last year, in trying to find

a way to bring this measure to the floor

of the Senate.
Mr. JAVITS. I thank the Senator

from New Jersey.
Mr. CURTIS. Mr. President, will the

Senator from New Jersey yield?
Mr. WILLIAMS of New Jersey. I

yield.

Mr. CURTIS. Will the Senator point

out the language in regard to termina-
tion?
Mr. WILLIAMS of New Jersey. The

termination language is in the copy
which is at the desk. This was worked
out within the last hour.
Mr. CURTIS. So it is not in the print-

ed copy?
Mr. WILLIAMS of New Jersey. No,

but it is in the official copy which is at

the desk.
Mr. CURTIS. And the proposal will

end at that time?
Mr. WILLIAMS of New Jersey. Yes,

in June of 1965.

Mr. CURTIS. Is it anticipated that
the need for it will be over then; or is

this suggested as more or less of a tem-
porary trial run, so that it can be looked

at again at that time?
Mr. WILLIAMS of New Jersey. It is

difficult to say how many States will avail

themselves of the program. Of course,

it is a relatively low matching program,
and the States will have to put in con-
siderable amounts of their own resources.

After making those investments, prob-
ably they will wish to continue the pro-
gram, because it really involves a small
investment in order to take care of the
many day-care needs of these migratory
children. So I hope the States will con-
tinue this with their own programs.

Mr. CURTIS. Does the Senator from
New Jersey anticipate that it will or will

not be continued after 1965?

Mr. WILLIAMS of New Jersey. I

would not wish to be dogmatic about the

matter, either one way or the other; but
I certainly hope the States will devote

their resources to the program; and once
they do, I hope they will continue the
program.
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Mr. CURTIS. I thank the Senator
from New Jersey.
Mr. KERR. Mr. President, on the basis

of the changes in the amendment of the
Senator from New Jersey, I recommend
that the amendment be adopted.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment of the Senator from New Jersey.
The amendment was agreed to.

Mr. MOSS. Mr. President, on be-
half of the Senator from Indiana [Mr.
Hartke] , I call up the amendment iden-
tified as "5-24-62—H" and ask that it

be stated.
The PRESIDING OFFICER. The

amendment will be stated.
The Legislative Clerk. On page 55,

between lines 2 and 3, it is proposed to
insert the following:

(e) The increase In the Federal share of

public assistance payments provided for in
this section shall be paid to the States only
upon the condition that the money pay-
ments received by recipients of old-age as-
sistance, aid to the blind, and aid to the
permanently and totally disabled shall be
increased by the full amount of the increase
in the Federal share.

Mr. MOSS. Mr. President, the Sena-
tor from Indiana [Mr. Hartke] is un-
able to bring up this amendment, since
he is absent from the city, on official

business. The amendment provides that
the increase in Federal matching funds
for the aged, blind, and disabled which
is provided for by section 132 of the bill

must be passed on to recipients, rather
than be absorbed by the States.
The bill as reported provides for an in-

crease of about $4 per recipient, plus
continuing the $1 increase given on a
temporary basis last year. This is a
most modest increase, and one to which
our needy, aged, blind, and disabled are
certainly entitled. The national average
payments in these three categories now
are hardly enough to provide a bare level

of existence—$76.35 for the blind, $72.08
for the aged, and $71.33 for the disabled.
At this income level, if 50 percent of

the total amount of aid were allocated
for food, which is about average, a blind
aid recipient receiving $76.35 per month
would have $38.17 per month for food.
This is approximately $1.27 per day. In
this age of high prices and rising cost
of living, how can a person eat three
meals a day on $1.27?

As H.R. 10606 is presently written, the
language which provides for the increase
in Federal matching funds for the aged,
blind and disabled, contains no guaran-
tee that this additional money going to
the States will be passed on to the aid
recipient. The State could, if they
wished, use the increase in some other
way, such as to meet the increased costs
of new cases which are coming on the
rolls.

Let me quote from a publication of the
U.S. Department of Health, Education,
and Welfare, Social Security Adminis-
tration, entitled "State and Local Fi-
nancing of Public Assistance, 1935-55."
The third paragraph on page 18 reads:
While Congress intended to benefit indi-

vidual recipients by the three amendments,
the Federal matching formula is related to
total State and local expenditures and not

to individual payments. Thus a specified
increase in the Federal share does not ne-
cessarily mean that each recipient receives
an increase in his assistance payment equal
to the Federal increase. When the Federal
share is increased, States use the additional
funds in one or more ways. Some use the
full amount of the increase to raise pay-
ments to recipients of the special types of
public assistance. If State funds are limited
and caseloads are increasing, however, a
State may use only part of the money (or
perhaps none of it) to raise assistance pay-
ments and use the rest (or all) to meet the
costs of the growing assistance rolls. Fur-
thermore if a State is already meeting need
for the special types of public assistance in
full, as defined in the State's assistance
standards, it may see no need or justifica-
tion for increasing assistance payments and
may reduce State and local spending when
the Federal share goes up. The State may
prefer to transfer State and local funds to
another program—where perhaps need is be-
ing met less nearly adequately, than in the
federally aided programs.

In other words, the Federal matching
formula is related to total State and local
expenditures, and does not assure in any
way that the $4 increase we are author-
izing here today, along with the $1 in-
crease we are making permanent, will
reach the relief recipient. If any State
does not see any justification for rais-
ing assistance payments in any category,
that State may simply reduce State and
local spending, and fill in the Federal
amount to keep benefits at the same
level; or the State can use for some
other assistance area the increase in-
tended for the needy blind.

I feel that when Congress passes a
bill to give the needy blind, or the needy
disabled, or needy aged, an increase

—

regardless how small—and when all of
the newspapers and other news media
carry the story, the people who have been
led to believe they will get that increase
should have it, in this instance as soon
after October 1 as possible. The fact that
this is the congressional intent has been
made very clear. The Senate Finance
Committee report on this bill—H.R.
10606—says, on page 9:

The committee expects, and, on the basis
of experience after prior increases of this
type, believes that the additional funds that
would be available will be used by States to
improve payments to persons who are receiv-

ing assistance under the programs of old-age
assistance, aid to the blind, and aid to the
permanently and totally disabled.

I realize that there are differences be-
tween the States in the extent of their
need, and that if this amendment were
passed it would force some States to
make changes they may not want to
make in their procedures. But we are
only talking about a pitifully small in-
crease of $4 a month for each recipient,
and there is not a single State where
our aged and our blind and our disabled
could not put this to urgent use in a
dozen different ways. Also, may I point
out that this amendment relates only to
the Federal contribution to these pro-
grams—not to State funds. It simply
states that the amount the recipient is

now receiving must be increased by $4

—

plus the $1 temporary increase voted in

1961. We are not dictating to the State
what disposition it must make of State

funds in this respect. Nor are we trying
to dictate to the State what assistance
standards it shall set.

The amendment I am offering is

merely an attempt to assure that the
intent of the Congress shall b'e carried
out—and within a reasonable time.

I understand that the time between
the effective date of the amendments
and the date by which States raise pay-
ments by the entire Federal addition
has tended to increase with successive
amendments. After the 1948 amend-
ments were passed, most of the States
had raised payments to include the en-
tire Federal addition by the end of 1948.
But that in the case of later amend-
ments it has taken 3 years for the ma-
jority of the States to reach the new
levels provided, and in a few States, the
full increase has never been reached.
I know that it is argued that even-

tually the vast majority of the States
pass on the increases to relief recipi-
ents—in one form or another—but I feel
this amendment should be passed to in-
form the States that the Congress wishes
to have the full amount of the increase
passed on directly to the recipient, as
expeditiously as possible within the
bounds of State administrative processes
and laws.
Mr. CURTIS. Mr. President, will the

Senator yield for a moment?
Mr. MOSS. I am happy to yield.
Mr. CURTIS. Has the amendment to

which the Senator is speaking been
printed?
Mr. MOSS. It has been printed; yes.
Mr. CURTIS. What is the number

of it?

Mr. MOSS. It is identified as "6-28-
62—H."
Mr. CURTIS. No copies seem to be

available.

Mr. MOSS. I sent my only copy to
the desk when I started.
Mr. CURTIS. I thank the Senator.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment.
Does the Senator from Utah yield the

floor?

Mr. MOSS. Yes; I yield the floor for
a discussion on the amendment.
Mr. CURTIS. Mr. President, may I

inquire if it is the intention of the dis-
tinguished Senator from Utah to ask for
a vote on his amendment this after-
noon?
Mr. MOSS. Yes; I had expected to

ask for a vote—not necessarily a yea
and nay vote.

Mr. KERR. Mr. President, will the
Senator yield?
Mr. CURTIS. I yield.

Mr. KERR. I may say to the Senator
from Nebraska that the Senator from
Oklahoma opposes the amendment, and
I shall discuss my reasons for my op-
position at some length, if that is the
question the Senator from Nebraska had
in mind.
Mr. CURTIS. It is not my purpose

to speak to the merits or demerits of the
amendment at this time. I am con-
cerned about the procedure. Tomorrow
is a holiday. I believe all Senators had
an understanding that there would be no
votes today. If a vote is pressed for on
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any amendment that is not acceptable

to the Committee on Finance, I shall in-

sist on a live quorum.
I yield the floor.

Mr. MILLER Mr. President, will the
distinguished Senator from Utah yield

so I may ask a question or two about this

amendment?
Mr. MOSS. Certainly; I shall be

happy to answer the Senator.
Mr. MILLER. As I understand the

amendment, it is designed to prevent the
Congress from passing legislation which
has as its objective the improvement of

the status of our old age and blind re-

cipients in the States and having that
objective frustrated by a State making
a determination that the increase voted
by Congress will not be passed on to the
individual recipient. Is that the ob-
jective?

Mr. MOSS. The Senator is correct;

that is the objective. There have been
instances at times in the past where
there has been an increase in the Fed-
eral contribution which has never
reached the recipient, and which has
caused a great deal of distress and mis-
understanding.
Mr. MILLER. How is that possible

where we have matching funds of the
States and Federal Government in-
volved?
Mr. MOSS. The Federal money, as I

understand, has to be matched by State
money, but it does not have to be ap-
plied to a specific program. The State
may have several programs—dependent
children, blind, disabled, general wel-
fare—so, rather than apply the match-
ing funds to a given program, the funds
may be diverted to another welfare pro-
gram, for example.
Mr. MILLER. Let us take as an ex-

ample an old-age recipient receiving
$100 a month in my State of Iowa. Be-
cause of increases in the cost of living,

Congress reaches a determination that
$100 a month is not adequate; it adopts
a provision for $105 a month, for ex-
ample. So the Congress, in order to
meet that problem, makes an appropri-
ation and amends the law to see to it

that that old-age recipient gets $105 a
month.
Mr. KERR. Mr. President, will the

Senator yield on that point?
Mr. MILLER. I yield.

Mr. KERR. I would remind the
Senator that the amendment referred to
by the Senator from Utah does not oper-
ate on that basis. The Federal Govern-
ment does not determine the amounts
that meet the needs of the beneficiaries
in the several States. That determina-
tion is made by the individual States.
The amendments to which the Senator
has referred have not been in the form
of increases in payments from, for ex-
ample, $100 to $105. They have been in
the form of increasing the amount of
money which the Federal Government
would provide to the States in the event
the States matched those funds, and
would be added to whatever amount a
particular State might be paying to its

beneficiaries. As I understand, such
amounts vary from somewhere in the
average amount of $30 or $40 a month
to $100 a month. So the amendment

would not be in the form which the
Senator from Iowa indicated as the basis

for his question.
Mr. MILLER. I thank the Senator

from Oklahoma. The Senator inferred
tha£ that was the specific way of doing
it. What I was trying to get at was the
intention of Congress in this legislation.

I assume that in working up this par-
ticular proposal the committee staffs had
come to the conclusion that some addi-
tional benefits are needed by aged and
blind recipients, and in order to reach
a conclusion on how much should be
appropriated, they have tried to hit upon
some kind of a standard, and there is

a determination on the part of the com-
mittee that benefits should be increased
by $5 a person.
In the State of Iowa, for example, the

payment might be increased from $100
to $105. In the State of Utah, which
might have a lower base, it might mean
an increase from $65 to $70. The inten-
tion of the specific proposed legislation
is to improve- the status of the recipients
by an average of $5 per person.
With that as a background, as an ob-

jective, do I correctly understand that
some of the States have frustrated that
objective by working out an allocation
formula of some kind which does not
increase the payment from $65 to $70,
perhaps, in the State of Utah, or from
$100 to $105, perhaps, in the State of
Iowa.

Is this the background for the amend-
ment?
Mr. MOSS. Yes. That is the prob-

lem to which the amendment is directed.
As I pointed out in my discussion,

although usually the increases have been
passed on, there have been increasing
periods of delay, sometimes requiring
3 years before there is an increase to
the recipient. In some States the in-
crease has never been effective when it

has been granted by the Federal Gov-
ernment.
The amendment is designed for the

simple purpose of requiring States which
receive added amounts from the Federal
Government to pass those amounts on,
to get them to the recipients so that
the recipients will have the benefits from
them.
When the Congress makes the deci-

sion that there is a need for additional
money, it does not wish to have the pro-
gram short-circuited, to have the money
sent elsewhere or used for a purpose
other than giving aid to the recipient.
Mr. MILLER. May I ask the Senator

whether he has any statistics in regard
to the history of this type of legislation,

on the basis of which he feels that the
amendment is desirable?

Mr. MOSS. I quoted rather exten-
sively from the report from the Depart-
ment of Health, Education, and Welfare,
which indicated that this had happened
before. I quote now from a document
called "State and Local Financing of
Public Assistance, 1935-55." It is dated
in August of 1956.

I begin reading on page 18, the sec-
ond paragraph:
The congressional intent in passing the

1046, 1948, and 1952 amendments was pri-
marily to benefit recipients of the special

types of public assistance rather than to
decrease State and local spending for public
assistance. Because of this Intent and
because of the effect the amendments had
on Federal spending compared with State
and local spending and fiscal effort, a closer
look at public assistance in the period 1946-
55 seems worth while in appraising the Fed-
eral and State-local financial roles.

While Congress Intended to benefit indi-
vidual recipients by the three amendments,
the Federal matching formula is related to
total State and local expenditures and not
to Individual payments. Thus a specified in-
crease in the Federal share does not neces-
sarily mean that each recipient receives an
Increase in his assistance payment equal to
the Federal increase. When the Federal
share is Increased, States use the additional
funds in one or more ways. Some use the
full amount of the Increase to raise payments
to recipients of the special types of public
assistance. If State funds are limited and
caseloads are Increasing, however, a State
may use only part of the money (or perhaps
none of It) to raise assistance payments and
use the rest (or all) to meet the costs of
the growing assistance rolls. Furthermore
if a State is already meeting need for the
special types of public assistance in full, as
defined In the State's assistance standards,
it may see no need or Justification for in-
creasing assistance payments and may reduce
State and local spending when the Federal
share goes up. The State may prefer to
transfer State and local funds to another
program—for example, general assistance

—

where perhaps need is being met less nearly
adequately than In the federally aided pro-
grams.

That is the basis for the amendment.
The purpose is to prevent the increase
from being cut off, as it were, between the
Federal Government and the recipient.
Mr. MILLER. I thank the Senator

from Utah. While I wish to hear both
sides of the argument on this particular
amendment, and I look forward to hear-
ing the rebuttal by the distinguished
Senator from Oklahoma, I want the Sen-
ator from Utah to know that I have
observed tins type of problem in previous
years In my own State, and I am favor-
ably inclined toward his amendment.
Mr. MOSS. I thank the Senator from

Iowa.
Mr. CURTIS. Mr. President, will the

distinguished Senator yield?
Mr. MOSS. I yield.

Mr. CURTIS. Is the amendment the
Senator has offered an amendment to
H.R. 10606?
Mr. MOSS. The Senator is correct.
Mr. CURTIS. I hold in my hand a

print of that bill, Calendar No. 1549.
Can the Senator inform the Senate as to
where in the bill the amendment would
appear?
Mr. MOSS. I am unable to indicate

the exact location in the bill, since the
amendment was printed before this par-
ticular printing of the bill was completed.
It would have to be printed at an appro-
priate point. I do not have that in-
formation readily at hand. It is a gen-
eral provision, however, and it would ap-
pear somewhere near the end of the bill.

Mr. CURTIS. The amendment refers

to page 55. There are 102 pages in the
bill.

Mr. MOSS. Unfortunately, I have
given out all the printed copies of the
amendment I had. I no longer have one
at my desk.
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Mr. CURTIS. I have one which I ask
the page to take to the Senator.
Mr. MOSS. I thank the Senator.
Obviously, the reference to the line

and the page does not coincide with the
printing of the bill as it is now num-
bered and divided. This is a committee
print. Many things have been stricken
out, and new language has been written
in.

Mr. CURTIS. Mr. President, will the
distinguished Senator yield further?
Mr. MOSS. I yield.

Mr. CURTIS. The amendment says,

"The increase in the Federal share of

public assistance payments provided for

in this section," and so on.
Is the Senator referring to the in-

creases carried in this proposal now be-
fore the Senate or to all the increases
which have been enacted by law in the
past to the original section?
The intention is to include under the

amendment the increases proposed by
the bill which amount, as I understand,
to $4 per person in the three categories
of disabled, blind, and dependent chil-

dren, and also the $1 increase which
was temporarily granted last year but
under the bill would be made permanent,
resulting in a total of $5 per welfare
recipient.

Mr. CURTIS. In other words, if the
amendment is agreed to, it would apply
to the increases included in the pending
proposal and not to prior measures?
Mr. MOSS. The Senator is correct.

Mr. CURTIS. I thank the Senator.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment offered by the Senator from Utah
[Mr. Moss].
Mr. CURTIS. Mr. President, unless

the amendment is acceptable to the
Committee on Finance, it is my intention
to insist upon a "live" quorum.

Mr. KERR. Mr. President, the
amendment was considered by the com-
mittee at great length. As I understand,
an amendment in one form or another
which would achieve the object of the
amendment of the Senator from Utah
has been considered by the Committee
on Finance many times. No such
amendment has ever been adopted, for
many reasons. The committee, both in

connection with its own deliberation and
based upon advice and information re-
ceived from representatives of the De-
partment of Health, Education, and Wel-
fare, has found that it is very difficult

to develop a workable provision because
of complex administrative and fiscal

problems involved. Various factors in
individual State programs and circum-
stances make the effect of such require-
ment difficult to predict. Caseloads may
be rising or declining. State and local
funds may become more limited, or ad-
ditional funds may become available.

The provision would require elaborate
bookkeeping and auditing devices to de-
termine whether the proportionate in-

creases in money payments to recipients
were properly made.

States claim Federal matching on esti-

mates of future expenditures and cannot
make those with exact accuracy. Thus,
a State intending to meet the condition
for receiving the increase in Federal

funds could fail unless, to be safe, it

raised money payments well above the
amount needed to meet the condition.

The distinguished Senator from Utah
made very clear that the increases pro-
vided by the Federal Government in past
years have in effect, in most instances
been passed on. The record of the De-
partment of Health, Education, and Wel-
fare indicates that increases to the ex-
tent of 95 percent have been passed on
to the recipients either shortly after the
increase was provided or within varying
lengths of time. In all cases it was
within a limited time.

I think the amendment in the form
presented not only would be unworkable
on the basis of any formula or specifi-

cations of administration thus far devel-

oped by the Department of Health, Edu-
cation, and Welfare, but also could result

in extreme discriminations and unjust
results as between States.

For example, let us suppose a situa-

tion involving two States, one of which
has recently gone through the process
of increasing payments to its benefici-

aries. Perhaps in that State local taxes
have been increased in order to bring
funds or revenue into the welfare fund
out of which increases could be paid to

the beneficiaries. Perhaps such State
has recently passed through such an ex-
perience, and at the time of the passage
of the bill it might be really straining its

financial resources to carry out the pro-
visions of an increase that had just been
provided.

It might well be that another State
had been lagging behind and had not
provided, updated, or improved its pro-
gram to move in order to more ade-
quately meet the needs of the benefi-

ciaries in that State.

Perhaps the first State could not take
advantage of the proposed increase, hav-
ing strained its financial resources in

order to provide increases on the basis of

matching funds already available. Un-
der those provisions of the bill of that
State, for the time being and until its

resources or revenues increased or
reached a more favorable posture, could
be penalized, though it had already gone
far beyond what many other States had
been doing to meet the needs of its

people.

At the same time, a State which had
been slow in moving forward, but which
had funds available, could take advan-
tage of the proposal at very little, if

any, cost to itself.

One of the basic principles of our as-

sistance program is that it shall be par-
ticipated in by the States on the basis of

budgeted needs arrived at by the States
which, as Senators know, are different

in all of the States. I know of no two
States that have exactly the same speci-

fications and the same budgetary
formula.

Therefore, as I see it, in the first place,

the amendment would be unworkable.
That has been the evidence submitted by
the Department of Health, Education,
and Welfare representatives before our
committee every time the question has
been brought before us. It would result

in injustice as between the States. It

would interfere with the operation of the
programs by the States.
For those reasons the Senator from

Oklahoma, stating a position consistent
with that which the Committee on Fi-
nance has taken without exception,
urges that the amendment be rejected.
Mr. MOSS. Because of the opposition

on this question and the necessity of
taking it to a vote, and because of the
obvious fact that a considerable number
of Senators are unable to be present
today because of other commitments, al-
though I am perfectly willing to discuss
the amendment further, if there is fur-
ther discussion, I announce that I intend
to withdraw the amendment at this time
and call it up again on Thursday, or
whenever the Senate returns to the dis-
cussion of the bill, when it is possible
to have a representative vote on it. If
there is any further discussion I shall
not withdraw it at this point, but I will

withdraw it when the discussion has
been completed.
Mr. MILLER. Mr. President, will the

Senator yield?
Mr. MOSS. I am glad to yield to the

Senator from Iowa.
Mr. MILLER. Mr. President, I should

like to ask the Senator from Utah a ques-
tion. Earlier in the colloquy he read
from the report with respect to the in-
tention of Congress in connection with
previous increases by Congress. Is there
anything in the report of the Committee
on Finance with respect to the bill or
anything else in the legislative history
regarding the bill that we can point to
as evidencing the intention of the Con-
gress that this additional money be
passed on to the individuals we have been
discussing, so that we can relate this
amendment clearly to the intention of
Congress?
Mr. MOSS. There is a statement in

the committee report on the bill.

.Mr. MILLER. Will the Senator please
indicate the page number from which he
is reading?

Mr. MOSS. This is at page 9 of the
committee report. It reads:
The committee expects and, on the basis

of experience after prior Increases of this
type, believes that the additional Federal
funds that would be available will be used
by States to improve payments to persons
who are receiving assistance under the pro-
grams of old-age assistance, aid to the blind,
and aid to the permanently and totally

disabled.

That language expresses the commit-
tee's hope and belief. However, this is

still limited somewhat by the statement
that it is expected that this will improve
the payments to persons. The commit-
tee does not go so far as to say that the
amount of the increase will be passed on.
Mr. MILLER. Of course this is what

the Senator's amendment is designed to

make sure of. Is that correct?
Mr. MOSS. To pin it down to the

amount; yes.

Mr. MILLER. I thank the Senator.
Mr. MOSS. At this point I withdraw

my amendment, but I give notice that I

expect to call it up again when the de-
bate is resumed on another day.
The PRESIDING OFFICER. Without

objection, the Senator withdraws his

amendment.
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PUBLIC WELFARE AMENDMENTS OP
1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
Mr. MCCARTHY. Mr. President, I call

up my amendment designated "6-29-
62—C," now at the desk.
Mr. DIRKSEN. Mr. President, will the

Senator yield to me so that I may suggest
the absence of a quorum?
Mr. MCCARTHY. I yield.

Mr. DIRKSEN. Mr. President, I sug-
gest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The legislative clerk proceeded to call
the roll.

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.
The PRESIDING OFFICER. Without

objection, it is so ordered.
Mr. MCCARTHY. Mr. President, I

withdraw my amendment. I intend to
offer it later.

The PRESIDING OFFICER. The
amendment of the Senator from Min-
nesota is withdrawn.
Mr. MCCARTHY. Mr. President, by

way of explanation of the amendment
which I intend to offer later in the course
of the debate, I should like to make a
brief statement. I intend to offer the
amendment on behalf of myself, the
senior Senator from Minnesota [Mr.
Humphrey!, the Senator from Illinois
[Mr. Douglas], the Senator from Mich-
igan [Mr. Hart] , the Senators from New
York [Mr. Javtts and Mr. Keating], and
the Senator from Pennsylvania [Mr.
Scott].
The Senator from Louisiana [Mr.

Long] announced his support of the
amendment and agreed to cosponsor it.

The Senator could not be reached until
after the amendment was ordered to be
printed and consequently, his name does
not appear on the amendment.
The amendment, designated "6-29-62-

C," if agreed to, would restore to the
public welfare measure a provision which
has been recommended by the adminis-
tration and which has already been ap-
proved by the House of Representatives
in its version of H.R. 10606.
The provision was eliminated by the

Committee on Finance, although, so far
as I know, I do not believe any witnesses
appearing before the committee at hear-
ings stated opposition to the proposal.

Under the aid-to-dependent-children
program at the present time the Federal
Government participates in an extensive
program to assist children living in their

own homes or in the home of a close rela-

tive. In April of this year more than
2.8 million children were receiving bene-
fits under the program.
However, the State and local govern-

ments, along with voluntary agencies,

provide almost the entire expense of
maintaining children in foster family
homes and child care institutions. The
most recent data, that for 1960, showed
that State and local public welfare agen-
cies were providing funds for 157,989

children in foster family homes and for

another 40,736 in child-care institutions.

The cost of the foster care programs was
$147 million, of which the States supplied

about $76 million, the local communities
about $70 million and the Federal Gov-
ernment only $1.5 million. About $81.7

million of these funds were used to sup-
port children in foster family homes
supervised by public welfare agencies
and another $65 million for children in

foster family homes and child-care insti-

tutions which are supervised or admin-
istered by voluntary agencies. A major-
ity of States have contracts with private
nonprofit groups and use their services

in meeting their child-care problems.
Th3 statistical records on the efforts

of voluntary agencies indicate that these
groups also make an important contribu-
tion to the welfare of needy children.

For 1961 it is estimated that there were
125,000 children receiving foster care in

which the primary responsibility was
that of private agencies. Of these some
83,000 were placed in foster family homes
and about 42,000 in child-care institu-

tions. Probably about half of these 125,-

000 children, who were the primary re-
sponsibility of voluntary agencies, also

received some aid from public funds, but
the cost of supporting about 60,000 chil-

dren was carried by the voluntary agen-
cies alone.

Last year the Congress adopted a tem-
porary measure to provide Federal par-
ticipation for a very small percentage
of children in foster homes—for those
children removed from their homes by
court order and placed in a foster family
home. This legislation gave the States
an alternative to leaving children in un-
suitable homes—but where they would
be eligible for Federal aid-to-dependent-
children payments—and permitted the
States under limited circumstances to
place them in foster family homes and
still be eligible for payments. Both the
bill approved by the House and the Fi-
nance Committee bill now propose to
make this temporary measure a perma-
nent provision.

However, in limiting the placement by
the court to foster family homes the
present act restricts the opportunity for
the court to improve conditions for many
unfortunate children, in that the
changes made by the Committee on Fi-
nance would not permit any contribu-
tion by the Federal Government if by
court order the child were placed in a
child-care institution rather than in a
foster family home.

In April of this year the present pro-
gram of aid-to-dependent-children pay-
ments for children removed under court
order provided for only 1,220 children in
13 States. Altogether 14 States have the
program in effect and action has been
authorized in an additional 5 States.

It is my understanding that the need
is far greater and that a major impedi-
ment has been that foster family homes
cannot supply all the needs of the chil-
dren. The conditions which make it

necessary to remove such children from
unsuitable homes often result in needs
for special pychiatric and medical care
of the children. While foster family
homes . cannot ordinarily meet these
needs, many child care institutions have
such faculties and services.

Most of the child-care institutions at
the present time are conducted by pri-
vate nonprofit groups often associated
with a religious denomination. In 1960
there were about 1,200 private child-care
institutions in the United States; in
addition about 125 institutions are under
wholly public auspices.

A second factor which limits the courts
under the present law is that of the diffi-

culty—and apparently in many cases the
impossibility—of finding foster family
homes for children under these circum-
stances. These are the most underpriv-
ileged children and often have special
problems. When they come from mi-
nority group families, the difficulty is

increased because the general crowded
housing of these groups cuts down on
the opportunity for finding suitable
foster homes. In effect, then, the
present legislation puts the States and
the "courts under pressure not to act in
attempting to find better living condi-
tions for these underprivileged and un-
fortunate children. They cannot find
foster family homes, and if they place
the child in a child-care institution, it

has to be at State expense without Fed-
eral participation. I should add, of
course, that while this is a most difficult

problem, it involves only a small per-
centage of children. The Children's Bu-
reau has estimated that only about 1

percent of the aid to dependent children
would require removal under court order
for foster care.

Mr. President, I believe that in judg-
ing this recommendation of the Depart-
ment of Health, Education, and Welfare,
we should keep in mind two principles.
The first consideration is the welfare

of the child. The evidence under the
limited provision of last year and the
statements of authorities indicate that
limiting the program only to those chil-
dren which are placed in foster family
homes is too rigid. The small per-
centage of aid to dependent children who
can be helped within the terms of this
measure are among the most unfortu-
nate in the Nation. Children in homes
where parents suffer from poverty, sick-
ness and unemployment have their own
handicaps, but they retain the strength
of family unity in spite of adversity.
This provision relates to the unfortunate
situation where the court finds the par-
ent and the home unsuitable for the
welfare of the child.



11802 CONGRESSIONAL RECORD— SENATE July 3

The issue is whether the Federal Gov-
ernment is going to place restrictions on
programs which limit the courts from
making a placement in the best interest

of the child forcing it to remain in a
home which has been determined as an
unsuitable place.

This amendment—and the House ap-
proved provision—opens the way for

the courts to make a determination in

the best interest of the child.

I do not believe we should be less

concerned about the welfare of these
children who must be removed from an
unsuitable home than we are about needy
children who have the advantage of re-

maining with their own families. I do
not believe we want to extend Federal
participation to the child whose home is

unsuitable only if he is placed in a foster

family home and deny it when the court
determines it is in his best interest to be
transferred to a child-care institution.

A second principle involved is that of

State rights. The public welfare pro-
grams are primarily the responsibility

of the States and local communities.
The Federal Government participates,

but on the whole, the States develop the
programs, supply the personnel, and
make the primary and principal deter-

minations as to how these children
should be treated.
The States have traditionally used

private child-care institutions to- help
meet their problems, and a majority
of States today have contracts with pri-

vate nonprofit child-care institutions to

provide foster care. To adopt this

amendment is not to give an open-end
approval to the States, under which
abuses could develop.
On the contrary, it authorizes action

for a group who more than any other
group under the social security program
or welfare program come under close

scrutiny and a most careful weighing
of evidence.

It involves a court determination that
the child should be removed from his

unsuitable home. This is not a decision
which judges make lightly.

I believe the Congress should approve
minimum Federal standards which are
placed in the law either to prevent mis-
use of Federal funds or to prevent dis-

crimination against the needy. That is

quite a different proposition from the
restriction in the committee bill which
excludes the most needy children from
benefits which the court holds to be in

their best interest.

I should like to read at this point an
excerpt from the testimony of Mr. Wil-
liam R. MacDougall at the hearings on
this bill conducted by the Committee on
Finance. Mr. MacDougall is Secretary
of the Welfare Committee of the Na-
tional Association of County Officials arid

general counsel of the County Super-
visors Association of California. He
stated:

V/e give the highest priority to Federal
participation to aid needy children in foster

home and institutions. Secretary Ribicoff
himself has stated that Congress in enacting
and amending our Social Security Act had
repeatedly demonstrated its deep concern
that no child, wherever he may live, shall
go without food, clothing, shelter, or other
essential heeds.

There Is one glaring exception. Until last

year all children in foster homes could truly

be classified as American "forgotten chil-

dren" with respect to Federal programs.
Children in foster homes were not eligible

for Federal participation under the aid-to-

dependent-children program.
In some States, children were being re-

tained in unsuitable homes to qualify for

Federal participation rather than being
placed in a healthier atmosphere of a foster

family because the local authorities were
aware that there were not sufficient funds
available to place the child in a foster home.
We are pleased that H.R. 10606 would make

permanent the change of last year, which
provided for Federal participation for ADC
payments to children in foster homes who
had been placed there by a court order and
were receiving ADC aid at the time they
were moved to a foster home.
We heartily endorse the new provision of

H.R. 10606, which expands the program to

include care in child-care institutions, as

well as private foster homes.

Mr. JAVITS. Mr. President, will the
Senator yield?

Mr. MCCARTHY. I yield.

Mr. JAVITS. I believe that the Sena-
tor's amendment will materially benefit

the people who are intended to be bene-
fited by the pending measure, as well as

the Nation generally. When the amend-
ment is called up I hope to have the priv-

ilege of giving it all the support I pos-
sibly can.

Mr. MCCARTHY. I thank the Sena-
tor from New York for his support. I

hope the Senate will see fit to restore

the House language. As I recall it was
supported by every witness who testified

about this provision and opposed by
none. At the appropriate time when
the amendment is offered, I will join the
Senator from New York in making the
case again in the Senate.

Mr. President, I wish to make an
additional comment on some court de-
cisions that relate to what might pos-
sibly be the only argument that could
be made against the inclusion of these
children in the pending bill.

The question of the right of States
to place children in private agencies,
even when conducted under the auspices
of religious denominations, has been
tested in court and the precedents up-
hold the right of the State to make such
placements in the best interest of the
child. The latest decision on the sub-
ject is that of Schade v. Allegeny Coun-
ty Institution District (126 A. 2d 911),
decided by the Supreme Court of Penn-
sylvania in 1956. Here it was urged
that reimbursement of sectarian orphan-
ages violates the State constitution and
the principles of the first amendment as
applied to State action by the 14th
amendment. The court stated

:

The appellant argues that the institution
district's payments to the denominational
or sectarian defendants tend toward gov-
ernmental establishment of religion and,
consequently, are violative of the 14th
amendment. It is unnecessary to devote
much time to this contention. The supreme
court has, in principle, settled it adversely
to the appellant's position. See Everson v.

Board of Education, supra, where it was
held that a State's use of public tax funds
for the transportation of pupils to and from
sectarian schools did not serve to promote
the establishment of religion.

Another important decision on this

subject is that of Murrow Indian
Orphans Home v. Childers (171 P 2d 600,

(1945) ). This case involved the consti-

tutionality of contracts between the
State board of affairs for Oklahoma and
a Baptist child-caring institution for the
support of certain dependent orphans.
The facts disclosed that the home is

sectarian in character. After reviewing
all of the pertinent legal authorities, the
Supreme Court of Oklahoma declared:

The legislature Qf the people have a dis-

cretion in this matter and may care for needy
children through any scheme that seems ap-
propriate to them, omitting, of course, to
offend other constitutional provisions. Such
a scheme may involve State given institu-
tional care, or placement in the homes of
private citizens, or contracting with elee-

mosynary institutions, or by grants of
money, or combinations of these.

A quasi-official document was filed by
the National Probation and Parole Asso-
ciation as an amicus curiae in the Penn-
sylvania case of Schade against Allegeny
County Institution District. The brief

indicates that a survey was made to de-
termine the extent of the use of private
sectarian facilities for the care of de-
linquent, neglected, and dependent chil-

dren. On the basis of the returns of this
questionnaire, the association asserted:

It is clear that in the States represented,
substantial use is made of private agencies
in the placement of delinquent, neglected,
and dependent children by juvenile courts
and among these agencies a majority of the
children are placed in sectarian or denomi-
national agencies.

The brief also asserts

:

The overwhelming majority of the replies
were to the effect that if the use of sectarian
institutions were withdrawn from the facili-

ties available to the juvenile courts, there
would result a critical loss of much needed
facilities.

A particularly interesting reply is that
made by the court in Alameda County,
Calif. The court stated

:

We would be virtually restricted to the
use of State schools, which are geared to the
handling of much more severely disturbed
children than those customarily placed in
private, sectarian institutions.

The juvenile authorities of Richmond,
Va., replied in the following manner:

If the use of sectarian institutions were
withdrawn, our welfare department would
have to locate more foster homes and the
cost would be borne by the taxpayer.

Mr. JAVITS. Mr. President, as we
shall be entering into the debate on the
amendments to the pending bill which
relate to medical care for our aging
citizens probably on or close to Thurs-
day, and as Members of the Senate may
be studying the Record over the Fourth
of July, I should like briefly to make some
observations on what has been accom-
plished in the amendments offered by
the Senator from New Mexico [Mr.
AndersonI and myself and other Sen-
ators on this side of th eaisle as well as

on the other side of the aisle in support
of the amendments; and also to outline

the area of our difference, as it still

exists, though I^hope very much that
there will not be differences when we
finally complete bur work and are ready
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in a final way to call up the amend-
ments.
The group of Senators on this side of

the aisle who have worked with me and
the Senator from New Mexico and his

colleagues, in an effort to merge our
ideas on medical care for the aging, have
made substantial gains, which will be
of great benefit to the program.
One of the most gratifying things that

the Senator from New Mexico said in

presenting the amendments last Friday,
was the fact that he felt there had been
an affirmative contribution.
Let us first see what has been agreed

upon, and then at what still remains
open and subject to an agreement that
we can attain.

First and very important, a real his-
torical step forward has been taken in
coverage. The Senator from New Mex-
ico estimated that 2^ million of the un-
insured people affected by the proposal
not previously included would be in-
cluded in the bill. These are the people
over 65 who are not eligible for social
security benefits. Very clearly all of
those who are 65 on January 16, 1964,
when this plan would take effect, will be
blanketed in under the law, and would
then be included, as the Senator from
New Mexico described it, over a period
of time up to 1971. All of these people
would be blanketed into the social secu-
rity system. With the incentive which
will be given to get under the system, by
the fact that greater benefits will be
available, we have no doubt that for all

practical purposes, estimating in the area
of 85 percent to 90 percent, all of those
over 65, whether or not now eligible for
social security, and whether or not eligi-
ble for social security as time goes on
up to the 1971 date—that a very large
proportion will be blanketed in and in-
cluded in the medical care benefits.
So for all substantial purposes, the

overwhelming majority of those 65 and
over not covered by the King-Anderson
bill will come in under the benefits of the
bill as it is now amended, following the
discussions which we had in such an aus-
picious way with the Senator from New
Mexico [Mr. Anderson]. That is the
first point.
Mr. CURTIS. Mr. President, will the

distinguished Senator from New York
yield?
Mr. JAVTTS. I yield to the Senator

from Nebraska.
Mr. CURTIS. When will the act be-

come effective?
Mr. JAVITS. January 1, 1964.
Mr. CURTIS. As I understand the

amendment, all persons now eligible for
title H- benefits, which are the old age
and survivor disability benefits, or who
will become eligible by January 1, 1964,
will be eligible for hospital benefits.
Mr. JAVITS. The Senator is correct.
Mr. CURTIS. They will be paid out

of the social security fund, will they not?
Mr. JAVITS. No; they will be paid

out of the special medical trust fund.
That was the next point to which I
wished to speak.
Mr. CURTIS. How much will persons

already eligible, or who will become eli-

gible by 1964, have paid into that trust
fund?

Mr. JAVTTS. Of course, persons who
are eligible on Jaimary 1, 1964, wilL have
paid whatever their social security tax
was in the intervening year and a half.

Mr. CURTIS. When will the tax go
into effect?

Mr. JAVTTS. The tax will become ef-

fective a little earlier. I do not have the
precise figures before me.
Mr. CURTIS. How much will persons

who are now retired and who are eligible

for social security have paid into the
hospital benefits trust fund?
Mr. JAVTTS. Those persons who are

now retired and are not working, in the
sense of still paying social security tax,

will not have paid anything.
Mr. CURTIS. Why will their benefits

be paid out of the social security fund,
and the benefits of the 3 million aged
who are not eligible for benefits not be
paid from the fund, but directly from
general revenues?
Mr. JAVITS. The reason is that the

payers of social security will be paying
into the fund, so the fund will have taxa-
tion money arising out of social security
payments, although not paid by those
who will be getting the benefits.

The Senator from Nebraska may re-
call that this was one of the great prob-
lems I had with the idea of social se-
curity financing, and why I called it

regressive. But I pointed out the other
day—and I am very glad to do so again
at this moment—that I have felt, and I
have ascertained to my own satisfaction
over the course of the last 2 years, in
round figures, that the younger people,
those under 65, who would be paying, as
it were, for those over 65, who have not
paid anything on this particular account,
are willing, from my observation, to do
so, and want to do so. It seems to me
there is a very strong sentiment—not
unanimous, by any means; but this is my
own judgment, and all of us in public
life have to have some instinct about
these matters—to pay the social security
tax for health benefits, and even to begin
to pay it now, although the health
benefits for most social security payors
will be long deferred.
So the answer to the Senator from

Nebraska is: Yes. What the Senator
has said is perfectly true. The benefi-
ciaries will not have paid. But I feel

—

and I am speaking unilaterally—that
those who will be paying into the trust
fund will be willing to do so in the ex-
pectation of the future benefits that will
flow to them.
Mr. CURTIS. But there will be two

classes who will receive benefits. The
first will receive benefits from the social
security taxes paid by present workers,
and one group will be paid from the gen-
eral revenues. Why the distinction?
Mr. JAVITS. The distinction is that

these are persons who are covered by
the King-Anderson bill now, and those
who are not eligible for social security
are being brought in on a basis upon
which they will gradually be blanketed
into the system by the amendment which
we prepared with the Senator from New
Mexico. There is no distinction now.
There was a distinction before. There
is a distinction in the method of financ-
ing.

I have pointed out that those who are
paying social security taxes, although
they are not paying them for the benefits
they will get right now, are nonetheless
entirely willing to pay in order to receive
that benefit conferred upon those who
are members of the system, as it were.
Mr. CURTIS. Why are they willing to

pay it for the members of the system who
pay nothing, and not be willing to pay it

for other aged who pay nothing?
Mr. JAVITS. I think there is some

justification, because those persons are
themselves persons who have paid into
the system as a result of helping to build
up the system.
Mr. CURTIS. In what way?
Mr. JAVTTS. They have made their

own social security payments before they
reached the age 65. Hence, they are
members of the system.
Mr. CURTIS. They are members of a

very exclusive club, I agree, because a
man who retired at age 65 5 years ago
had a life expectancy of 12 years. His
wife had a life expectancy of 14 years.
I daresay that in the average case, where
he has paid the maximum all through
the years, in about a year he and his wife
have drawn out everything they put into
the fund.
Now a new fund will be started, to

which he will not contribute but from
which he will draw benefits; and there
are other aged who have never received
any social security benefits, who will now
receive benefits. I agree to that part,
but they will have financing from the
General Treasury. They will be de-
pendent upon appropriations. Is not
that correct?
Mr. JAVTTS. That is correct.
Mr. CURTIS. Why the distinctions?
Mr. JAVTTS. The distinction is the

one I made before: That the background
of those who are eligible for social se-
curity is that they are members of a
particular group. They are in the fund.
They are insured. This is an extension
of their insurance, as it were.
As I said to the Senator a moment

ago, we had hoped this afternoon only
to map out our basic ground.
Mr. CURTIS. We shall continue the

discussion at another time.
Mr. JAVITS. I deeply appreciate the

Senator's understanding.
Taxes will begin for the taxable years

starting after December 31, 1962.
Also, we separate the trust fund.

There will be a separate Federal medical
trust fund, which will enable us to see
precisely the viability of the whole en-
terprise, which is important.
Mr. President, I ask unanimous con-

sent to have printed at this point in the
Record an analysis of that provision
made by the Senator from New Mexico
[Mr. Anderson] and myself.
There being no objection, the analysis

was ordered to be printed in the Record,
as follows

:

Separate Trust Fond
Under the bill I introduced last year, there

would have been a health insurance account
in the Federal social insurance trust fund.
The trust fund would also have included
special accounts for old-age and survivors
insurance and for disability insurance.
While I believe this arrangement would have
been fully effective in segregating the monies
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for the various benefits provided under social

security, in the proposed amendment we
have substituted provisions for a separate
health insurance trust fund. We have made
this change because some people believe that
there would be merit in a separate trust fund
for health insurance, and that there would
be less danger of misunderstanding.
Of course, the payments for health serv-

ices that would be made on behalf of those
people who qualify for protection through
the provisions for the uninsured would be
made from general revenues. The trust fund
and the rights of the social insurance bene-
ficiaries would in no way be affected by these
expenditures.

Mr. JAVTTS. Mr. President, third

—

and this is very important, so far as we
are concerned—is the whole scheme by
which hospitals may be accredited, by
which hospitals may join in allowing
themselves to be represented by an or-

ganization like Blue Cross in their rela-

tionship to the Federal Government,pro-
gram; and providing also for some State
administration.

All these factors are incorporated in

this amendment and represent steps for-
ward, taken as a result of merging the
views of the Senator from New Mexico
and his group and the group on this side

of the aisle.

Finally, and most important—and this

is the critical point of distinction—we
have always made a big point of the fact
that there should be an opportunity for
private enterprise, whether cooperatives,
group plans, or private insurance car-
riers, which would give, in value terms,
very much the same thing as was given
in the King-Anderson bill, to be com-
pensated for so doing, helped by a
premium payment from the Federal Gov-
ernment.

It is this fundamental option prin-
ciple—also, incidentally, an option prin-
ciple espoused by Governor Rockefeller,

of New York—which has been one of the
two big factors, the other being complete
coverage, which is now being attained for
all persons over 65, whether or rjot they
are under social security.

What has happened with respect to the
option is that we have adopted a basic
principle with the Senator from New
Mexico by which a private carrier may be
reimbursed for benefits which it confers,
if the benefits are the same as those in
the Federal system after the bill has be-
come law. Therefore, a private carrier
may frame an insurance policy or cov-
erage upon that base.

We have not worked out any way in
which there would be premium reim-
bursements—which is a very different
thing. It is one thing to reimburse bene-
fits actually paid by the insurance car-
rier or the other carrier; it is quite an-
other thing to reimburse for premiums.
The Anderson amendments, in which we
joined because they took us to where we
were at that moment, carry the concept
of reimbursement of the carrier for bene-
fits paid.

So, Mr. President, I ask unanimous
consent to have printed in the Record
Senator Anderson's analysis of those
provisions, which we have, in a sense,
introduced, bid, and asked, to use a col-
loqual term. We on this side—the
Senator from Kentucky [Mr. Cooper],

my colleague [Mr. Keating] and I—have
joined in the concept of having the Fed-
eral Government pay such part of its

own total fund as will represent the allo-

cated actuarial risk to the particular per-
son who chooses to have a private plan,
instead of the governmental plan. It
is on this that we are trying to have a
complete meeting of the minds.
There being no objection, the analysis

was ordered to be printed in the Record,
as follows:

PROTECTION FOR THE UNINSURED
Our proposed amendment provides to the

residual group of 2y2 million elderly people
the same benefit protection that is provided
those insured under the social security pro-
gram and finances the protection for this
group through general revenues. People who
reach age 65 before 1967 and who do not
meet the regular insured status require-
ments of the social security system would
be deemed insured. Uninsured people who
will reach age 65 in 1967 would be deemed
to be insured for social security health bene-
fits if they had earned as few as 6 quarters
of coverage in covered work at any time

—

9 fewer quarters of coverage than men of
this age need to qualify for social security
retirement benefits and 6 fewer quarters
of coverage than women of this age need
to quaUfy for social security retirement
benefits. •

For people who reach age 65 in each of
the succeeding years, the number of quar-
ters of coverage needed to be insured for
health insurance protection increases by
3 each year, thus, people reaching age
65 in 1968 would need 9 quarters of cover-
age, people reaching 65 in 1969 would need
12 quarters of coverage, and so on. For
persons who attain age 65 after 1971 the
special insurance status provisions for health
insurance will require as many, or more,
quarters of coverage as the regular insured
status provisions for other social security
benefits, so that for both men and women
the new insured status provision will soon
"wash out."
Under this special provision, people who

are uninsured under the regular social secu-
rity program and who become 65 after 1966
will be able to qualify for health benefits
only if they have had reasonably substantial
work under social security. This would be
consistent with the work-related and con-
tributory principles of the social security
system.

It might be noted that one-half of the
2'/2 million uninsured people who will be
affected by this proposal are receiving cash
assistance under the Federal-State assistance
program. Of course, some of these assist-
ance recipients will be receiving health care
through the Federal-State assistance pro-
gram when our proposed health benefit -pro-
gram goes into effect. In their case the bene-
fits of our amendment would sometimes be
in the nature of a partial substitute for the
aid they would be getting. Thus the cost
of providing the new insured status provi-
sion will be offset in part by reductions in
current expenditures. In other cases, how-
ever, the Federal-State assistance program
does not give protection comparable to the
benefits I am proposing, and in those in-
stances the result would be a net increase
in medical care for the assistance recipients.

I might also point out that in the unin-
sured group which would receive protection
paid for by the general Treasury, there are
some who have had the opportunity to come
under social security but have declined to do
so. For example, there are ministers and
certain employees of nonprofit organizations
who elected not to be covered and some em-
ployees of State and local governments who
voted not to be covered. Of course, the un-
insured group also includes doctors and their

wives and widows who have not been in-
cluded under social security solely .because
the American Medical Association has op-
posed such coverage. For purposes of ad-
ministrative simplicity, no attempt has been
made to exclude these groups.

COST OF HEALTH BENEFITS FOR THE NONIN-
SUREB

As I Indicated, the cost of the proposed
health benefits for the 2y2 million nonin-
sured would be met out of general revenues.
The gross cost of the provision would be
$250 million in 1964, the year the health
benefits program would go into effect. This
calendar year cost would be offset by savings
in Federal medical care expenditures in 1964
that except for the passage of our amend-
ment would be made under public assist-
ance and the veterans' programs. These
savings would be about $200 million, leav-
ing a net cost to general revenues of about
$50 million in 1964. Federal expenditures
for the nonlnsured would decline over the
years and eventually would wash out alto-
gether.

SIGNIFICANT ADMINISTRATIVE ROLE FOR PRIVATE
ORGANIZATIONS

Under the proposed amendment the Sec-
retary of Health, Education, and Welfare
would be given specific statutory authority
to delegate some of the more sensitive ad-
ministrative functions to Blue Cross or to
other similar voluntary organizations that
are experienced In dealing with hospitals
and other providers of health services. Any
group of hospitals (or group of other pro-
viders of health services) could designate a
private organization of their own choice to
receive their bills for services and to pay
these bills. Advantageous additional ad-
ministrative functions could be Included In
the contract between the Government and
the organization. These administrative
functions would Include reviewing hospital
fiscal records as a part of the determination
of the cost of services, and acting as a center
for communicating and Interpreting pay-
ment procedures to hospitals.

I should point out that representatives of
the American Hospital Association appear-
ing before the Committee on Ways and
Means last summer urged an approach that
would utilize the services of voluntary or-

ganizations If a bill of this type were to be
enacted, and I am convinced from numerous
conversations with individuals in the field

of hospital administration that the provi-
sions I am now outlining will prove to be
eminently satisfactory to them. The prin-
cipal advantage hospitals and other providers
of services would find In this arrangement
would be that policies and procedures of the
Federal program would be applied by the
same organization which administers the
private, voluntary benefit program with
which most of them now deal.

The participation of Blue Cross plans and
similar expert organizations in carrying out
the provisions of our proposed amendment
would have advantages that go beyond the
benefits that would be derived from their

experience in dealing with hospitals and
the well-established working relationships
that exist. With such organizations serving
as intermediaries between the Government
and the providers of services, those who are
concerned that Government might try to in-
tervene in hospital affairs would feel much
more confortable.

BOLE OF STATE AGENCIES

Under our proposal the Federal Govern-
ment would use State agencies to determine
whether hospitals which are not accredited
by the Joint Commission on the Accredita-
tion of Hospitals are qualified to participate
in the program. State agences would make
these determinations also In the case of
skilled nursing facilities and other providers
of health services. The conditions of par-
ticipation for such providers are spelled out
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In. the amendment. State agencies would
determine whether they are met I am con-

fident that all States would be willing and
able to enter Into agreements to assume these

responsibilities. Just as they have partici-

pated in the administration of the disability

portion of the OASDI program.
State health' departments or other appro-

priate agencies designated by each State

would also give professional consultation to

providers of health services to assist them
in meeting the conditions for participation

and in establishing and maintaining neces-

sary fiscal records and providing informa-
tion necessary to derive operating costs

which are the basis for payment for their

services. State agencies would be reim-
bursed for the costs of activities they per-

form in the health insurance benefits pro-
gram, including Federal sharing in the costs

of coordinating these activities with other
State activities related to health and medical
services.

What is contemplated is a Federal-State
relationship under which each governmental
entity performs those functions for which it

is best equipped and most appropriately
suited. State governments license health
facilities and State public health authorities
generally supervise these facilities. In addi-
tion, State programs purchase care from
providers of health services. On the basis
of experience and function, State agencies
should assist the Federal Government in
determining which providers of health serv-

ices conform to prescribed conditions. Fur-
thermore, where an institution or organiza-
tion that has not yet qualified needs
consultative services in order to determine
what steps may be appropriately taken td
permit qualification, such consultative serv-
ices should be furnished bv the State health
or other appropriate State agency. These
types of consultative services are related to
State programs and requirements and should
logically be provided by, or coordinated in,

the State agency.

PRIVATE INSURANCE
The final revision which added as a re-

sult of many conferences provides an option
to beneficiaries to continue private health
insurance protection' in order to encourage
private health insurance supplementation.
The plan is as follows:

1. At the time of first eligibility for so-
cial security, beneficiaries who for a period of
time had private insurance protection under
plans which Include the same benefits as
provided under social security would be able
to choose between having the statutory bene-
fit paid for directly by social security or, if

they wish to continue the private plan, they
could have the statutory benefits paid for
through the private carrier.

(Of course, those who did not elect to con-
tinue such a private plan could buy private
policies completely separate from but sup-
plementary to social security protection.)

2. Carriers would . be reimbursed for the
statutory benefits they paid for and for their
administrative costs.

3. The beneficiaries could elect to have
their benefits paid by a private carrier only
if they have had the Tequired plan in effect
for a period before they become entitled to
health benefits under social security. The
required period of prior insurance would be
brief at first, to allow for a change In private
plans and then gradually lengthen until 5
years of previous membership is ultimately
required. The required period of member-
ship would be 3 months for persons entitled
when the plan goes into effect on January 1,

1964, and would remain at 3 months until
the end of March 1964. From then until
the end of 1968 it would require continuous
membership from January 1, 1964, until en-
titlement. After 1968, 5 years would be re-
quired.

4. Any carrier would be approved to par-

ticipate for its group health Insurance plans

and all nonprofit plans would be approved.

To participate for Individual policies a com-
mercial carrier would need to be licensed In

all States and doing 1 percent of the health
insurance business throughout the Nation,

or Is found by the Secretary to be national

in scope. As an alternative it could be ap-
proved for a particular State if it did 10
percent of the business in that State.

Mr. JAVTTS. Mr. President, in this

connection I ask unanimous consent to
have printed in the Record an analysis

of our amendment, so that Senators will

be able to see at a glance the option pro-
vided by Senator Anderson's amend-
ments—in which we have joined, for the
reasons I have stated—which were filed

last Friday. Thus, Senators will be able
to see what we have in mind. I believe

that will be taken as more than merely
an idle statement, because I think the
Senator from New Mexico [Mr. Ander-
son] and the Senators on our side who
have joined with him have gone a long
way toward reaching complete agree-
ment; and I am very hopeful that by
the time the measure is called up, we
shall find ourselves completely in ac-
cord as to our views on the option, and
thus I hope very much that it will not
be necessary actually to press for adop-
tion of the amendment which we have
submitted for the purposes I have out-
lined.

There being no. objection, the analysis
was ordered to be printed in the Record,
as follows

:

For those eligible individuals who have
private health care plans for at least 1 year
preceding age 65 and want to continue
them, this option would provide a cash" pay-
ment to an insurance carrier of premiums
on a guaranteed renewable health insurance
policy up to $100 per calendar year. The
policy, which may be individual or group,
shall provide benefits which the Secretary
of Health, Education, and Welfare deter-
mines are equivalents of the value of the
health insurance benefits provided in other
sections of this bill. The carrier is also re-

quired to notify the Secretary in the event
of a lapse in payment of premiums.

Mr. KEATING. Mr. President, will

my colleague yield to me?
Mr. JAVITS. I yield.

Mr. KEATING. I think it is very
helpful to have this amendment, so that
Members can become acquainted with
what we are trying to accomplish.

In the analysis my colleague has made
this afternoon, I am not sure that one
point was made entirely clear. It is my
understanding that under the option
contained in the revised Anderson
amendments, the insured person can, if

he wishes, bring into the plan, at age 65,

a private policy, and that private policy
need not be in terms of the benefits set
forth in this act; it may be much
broader, and many^might wish to have a
broader coverage. But if at age 65 such
a person so covered was taken to the hos-
pital and had benefits coming to him
from the insurance company, the insur-
ance company would be reimbursed to
the extent that those benefits fell with-
in the confines of those set forth in the
bill. But for other benefits, beyond

those, the insurance company would not
be reimbursed. Is that correct?

Mr. JAVITS. That is exactly correct;

and that would be covered by such re-

maining premium as the insurance com-
pany charged the insured.
Mr. KEATING. It is my hope, and I

think it is the hope of all of us, that that
might encourage the insurance com-
panies to write broader coverage, be-
cause all of us recognize that the medi-
cal care envisioned by this bill is not by
any means complete medical care. So
this would encourage them to write a
broader coverage at, we hope, a rather
modest premium, inasmuch as the insur-

ance company would be underwritten for

the benefits set forth in the Anderson
amendments.
Mr. JAVITS. That is exactly correct;

and it is also accurate to add that the
Anderson amendments benefits are cal-

culated, at the best, to cover one-third of

the total medical expenses, or perhaps
even as high as 40 percent, but no more.
So there is an enormous range for other
benefits to be insured by insurance com-
panies or cooperatives or group units of

various kinds; and we hope that as we
finally finish our discussions, we shall be
able to present them—regardless of

whether the insurance companies agree
with us or do not agree with us; and
right now they do not agree with us, any
more than does the American Medical
Association—with an opportunity which
they will hot forego.
Mr. KEATING. Yes.
Mr. President, I appreciate very much

my colleague's comments on these
matters.
Mr. ANDERSON. Mr. President, two

newspapers of national standing have
come out over the weekend in strong sup-
port of the bipartisan proposal for a pro-
gram of health care for the aged. I ask
unanimous consent that an editorial

from the New York Times and an edi-

torial from the Washington Post of Sun-
day, be printed in the Record at this

point.

There being no objection, the editorials

were ordered to be printed in the Record,
as follows:

[From the New York Times, July 1, 1962]

Compromise on Medical Care

The success of Senate Democrats and Re-
publicans in arriving at a compromise for-

mula on medical care for the aged is a fresh
demonstration of bipartisan responsibility in
meeting urgent national problems. The ex-
tent to which the health issue has become
enmeshed in party politics on both sides
makes this in some ways an even more sig-

nificant triumph for cooperation than the
support the Trade Expansion Act was given
in its passage by the House.
The new bill retains the sound insurance

principles of social security as the bedrock of
its financing, but it extends the plan's pro-
tection to the great bulk of the 3 million
elderly citizens outside the Federal system.
It also provides additional reassurance for
those who fear the program might under-
mine the independence of the medical pro-
fession and it opens the way for an option to
allow freedom of choice to persons preferring
private health insurance. Senator Ander-
son, of New Mexico, and Senator jAvrrs, of
New York, chief engineers of the compro-
mise, deserve special credit. The Nation's
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structure of social Insurance will be better
geared to meeting the needs of our aged
citizens If their bill wins congressional ap-
proval.

[Prom the Washington Post, July 1, 1962]

Medical Breakthrough
There Is room for qualified rejoicing over

the new bill to provide medical care for the
aged introduced In the Senate on Friday by
23 sponsors. It does the bill a disservice to
call It a compromise; it Is an improvement
on the old version. And there is something
really hopeful in the fact that it has the
support not only of administration leaders

but of five distinguished Republican Sena-
tors as well.

The Republican support comes from
Thomas Kuchel, the Republican whip, and
Senators Javits, Keating, Case; and Cooper.
Although these men are progressive Republi-
cans, who have already accepted the prin-
ciple of social security financing for the
medical care program, they are also men
who have been articulately critical of. the
administration measure. That they and the
Democratic sponsors of the program were
able to adjust differences and Join hands in

a common proposal reflects the best sort of

legislative accommodation and suggests a
real determination on both sides to eschew
political jockeying and find a practical so-

lution for an urgent national problem.
The changes In the bill are all commend-

able. It will now include persons over 65
who are not covered by social security; It

would be unwise as well as unjust to leave

them out of the program. It provides that
accreditation of hospitals furnishing serv-

ices under the program be determined by the
American Hospital Association and the
American Medical Association; this should
Insure high standards, and perhaps It will

In some measure mitigate the hostility of
doctors. It will allow Blue Cross or other
private insurance plans to deal with the hos-
pitals In supervising administration of the
program and it will give beneficiaries an
option to continue private health Insurance
protection. In addition, it will adopt Gov.
Nelson Rockefeller's Idea of creating a sep-

arate health insurance trust fund instead of

lumping medical care money in with other
social security accounts. We see no harm
In these changes.
The Senate Is to debate the medical care

program this week. We hope it will be an
enlightening debate which will set at rest

some of the hobgoblins raised by the Ameri-
can Medical Association. If the Senate
passes the bill, it must go to the House
where hopes for its adoption are far from
high. Representative Wilbur Mills, the
redoubtable chairman of the House Ways
and Means Committee, is against it and so

there Is little hope that it will be reported

out by that body. If senatorial strategists

try tacking it on to the general welfare re-

form bill as an amendment, it will have to go
to the House Rules Committee where Its

chances do not seem much brighter. Never-
theless, let rejoice that it is on Its way.

Mr. ANDERSON. Mr. President, the
proposed welfare legislation embodied in

H.R. 10606 is certainly of great import-
ance. These proposals look to consid-
erable betterment in the provision of

public assistance and would make for a
brighter future for those who cannot
provide for themselves. I personally
have strong feelings that there is need
for this measure, and I particularly favor
the greatly increased emphasis that it

would place on rehabilitation of people
now on relief.

I suggest, however, that we shall be
remiss in fulfilling our obligation to the
people of this country if we limit our-

selves to taking action to improve the
lot of people who have fallen into pov-
erty but simultaneously take no action
to remove the grave threat that faces
the great majority of older Americans

—

average people who have always paid
their own way and think of public as-
sistance with its means test only as a
last resort when all else has failed. The
threat that they face, of course, is the
possibility—even likelihood—that serious
illness and a long hospital stay will wipe
out their lifetime savings and leave them
with the dreadful prospect of living out
their later years in poverty.
Our obligation can be fulfilled only if

legislation that would provide an effec-
tive program of health insurance for the
elderly is enacted without delay. We
must face facts. Giving assistance to
people who are already reduced to pov-
erty is necessary, but the prevention of
dependency before it occurs is certainly
more in line with the American tradition
of self-reliance and the wishes and as-
pirations of the American people. I can-
not stand by in silence and watch us try
to pick up the pieces of lives that have
been broken and not take the sensible,

logical step of removing the haunting
fear that faces almost all of our older
people—the fear that costly illness will

bankrupt them after many years of in-
dependence and force them to seek help
from public or private charity or from
already overburdened relatives.

Unless favorable action is taken now,
health insurance for the aged is likely to
be a major issue in the fall elections and
next year a bill will be passed. But the
problem that confronts our aged people
is so pressing that I hope we will not
delay a solution for another year.

GROUNDS FOR GENERAL AGREEMENT

For these reasons, a bipartisan group
now proposes an amendment to H.R.
10606 to provide health insurance for
people aged 65 and over. The amend-
ment we would add to the welfare bill

is a considerably improved version of
S. 909, the bill I introduced last year.
S. 909 is identical to Representative
King's bill, H.R. 4222, which has been
under consideration by the House Ways
and Means Committee for some time.

In offering this amendment on the
floor of the Senate, I recognize that the
proposed health insurance for the aged
measure is still under consideration by
the House Committee on Ways and
Means. My thought and purpose in pro-
posing our amendment at this time is

that the great importance of the pro-
posal and the tremendous need for ac-
tion justify immediate consideration by
this body, thus facilitating early action
by the Congress as a whole. We offer

the proposed amendment as a clear and
unequivocal demonstration that we in

the Senate who agree, in principle, that
the social security mechanism offers the
only effective means of helping to finance
the intolerable burden of health costs in

old age are ready to resolve our differ-

ences of opinion and offer a proposal that
can be enacted this year.

The amendment we offer proposes a
program on which I am sure a majority
of Senators can agree. It has been de-
veloped over a period of months after

a painstaking evaluation of alternatives
sponsored by my colleagues and thor-
ough study of criticisms that have been
raised against S. 909 and the points on
which it has been misunderstood or mis-
interpreted. Our proposed amendment
incorporates important features similar
to those proposed by some of my col-
leagues but with decided improvements.
I have welcomed suggestions from a num-
ber of other interested people and or-
ganizations and have improved a num-
ber of provisions of S. 909 in accordance
with their ideas.

The proposed amendment offers what
I can assure you is a conscientious effort

to develop a plan distinctly superior to
S. 909 while at the same time preserving
its essential points—health insurance
benefits for aged social security bene-
ficiaries and railroad retirement an-
nuitants without a means test and fi-

nanced through the contributory social

security system.

On these essential social security fea-
tures I cannot compromise. Our pro-
posed amendment would utilize social
security financing, for through this
mechanism the health insurance needs
of our people in their later years can be
met by payments made during their
working years. Health insurance will go
far to make retirement protection under
social security truly adequate in a way
that increased cash monthly payments
can never achieve. Health costs of the
aged are not evenly distributed from
month to month or even from year to
year. A person over 65 may have no
appreciable health costs for several years
and then in a short time have health
costs running into thousands of dollars.

It is not possible to increase the cash
benefits under OASI sufficiently to cover
such large expenses. The obvious solu-

tion is to even out this expense over a
span of years and over millions of the
aged through insurance. The health
insurance to which the elderly would be
entitled would be provided as an earned
right through the social security system
which they have helped support by their

contributions during their working
years. Beneficiaries could apply for and
receive the health insurance benefits of

the program with dignity, and let us not
forget that the dignity associated with
the social security program has been a
major factor in its widespread accept-
ance by the American people.

Similarly, the amendment we offer

would follow the same threefold attack
on dependency in old age as that car-
ried out by the present social security

program. First, basic health insurance
protection against hospital costs and
certain alternatives to hospitalization

would be afforded the elderly through
social security; second, the existence of

a program of basic protection would
encourage the development of additional
private protection which the individual

could purchase by his own means; third,

all the States would be placed in a far

better financial position to provide ade-
quate medical assistance to help the rela-

tively small group whose special needs
and circumstance .make it impossible for
them to meet health costs that exceed
those covered by this bill.
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The proposed program would be fi-

nanced on the same fiscally sound basis

as the present social security program.

Its cost over the longrun future has been

carefully calculated, and sufficient in-

come to meet both short-term and long-

run program obligations is provided for.

MAJOR IMPROVEMENTS MADE IN S. 909

Some of the objections to S. 909, the

bill I introduced last year, as we all know,

have not been based on anything asso-

ciated with my bill. The American
Medical Association has made clear it

opposes the British National Health

Service as a form of protection against

medical costs. This is an interesting

point, but it has nothing to do with my
bill. Some doctors have said they would
not participate—apparently they would
not accept payment under social secu-

rity. This is an interesting point, too,

but my bill never proposed to make pay-
ments to doctors. While the American
Medical Association has lately given lip

service to compromise, it is quite clear

that its only purpose is to delay action

on constructive legislation in this area.

The American Medical Association has
stated its opposition to any program
without a means test and to any program
which uses social security financing. Its

opposition and its statements cannot
turn social security financing and pro-
tection given as a right, without a means
test, into something that the American
people regard as undesirable.

But I am speaking now of the objec-

tions raised by those who honestly want
to see a health insurance bill passed. I

have gone to great lengths to examine
and study these objections and the rea-
soning behind them. I have made
changes that I believe will be agreeable
to all who really want a bill to be passed.

It is with the sincere hope that efforts

to work out satisfactory alternatives to

some of the provisions in my bill will lead
to the early availability of health in-

surance for the aged that I offer with
other Senators our proposed amendment.

First, let me mention very briefly the
general nature of the major changes em-
bodied in our amendment. The amend-
ment extends to aged persons who are
not protected by the social security
system the same health benefits that
would be provided for aged social se-
curity beneficiaries and railroad retire-

ment annuitants. Our proposal includes
a number of new and explicit provisions
that will make it crystal clear that the
Federal Government will not be able to
interfere with the practice of medicine
or inject itself into the operation of
hospitals. Specific provision is made so
that hospitals may choose organizations,
such as Blue Cross, to perform certain
administrative functions that the Sec-
retary of Health, Education, and Wel-
fare could delegate to them. In addition,
my proposal includes a provision for an
option under which beneficiaries could
get the health benefits through private
insurance, group practice, and other vol-
untary plans instead of the Government
plan.

Now, I should like to discuss the
amendment, and the considerations that

prompted the new provisions, in some
detail.

THE UNINSURED AGED

When I introduced S. 909 early last

year, there were many assertions that
the great majority of the low-income
older people who are not insured under
social security would get help through
Kerr-Mills programs of medical assist-

ance for the aged. But there has been
little of the hoped-for progress in this

direction. The Kerr-Mills provisions

clearly do not and cannot assure that

people who need help with the payment
of their hospital bills will get it. This
is particularly true in the poorer States,

which have not been able to muster the

resources to match the Federal grants

that are provided by the Kerr-Mills leg-

islation. It is now obvious that if the

basic health benefit needs of many of

those who are not eligible under social

security are not met through a Federal

program tied in with social security,

these needs will not be met in any satis-

factory manner, if at all.

It is estimated that by January 1964

—

the effective date of our proposed amend-
ment—the total population aged 65 and
over in the United States will be 17,-

877,000. Of this number, about 400,000,

though not eligible for social security or
railroad retirement protection, would
have their health needs taken care of

under various other governmental pro-
grams. This 400,000 includes retired

Federal employees who have Govern-
ment programs of health benefit protec-

tion available to them, and people who
are cared for In public tuberculosis and
mental institutions at public expense.
This leaves approximately 17% million

people who are 65 and over, of which
about 15 million would be eligible for

health insurance under either the social

security or railroad retirement program.
Our proposal would provide coverage for

the residual group of 2V2 million, which
includes uninsured persons on old-age
assistance and other public welfare pro-
grams, widows whose husbands died be-
fore becoming insured, and persons who
are without health insurance protection
under other public programs.

PROTECTION FOR THE UNINSURED

Our proposed amendment provides to
the residual group of 2V2 million elderly

people the same benefit protection that
is provided those insured under the so-
cial security program and finances the
protection for this group through gen-
eral revenues. People who reach age 65
before 1967 and who do not meet the
regular insured status requirements of
the social security system would be
deemed insured. Uninsured people who
will reach age 65 in 1967 would be
deemed to be insured for social security
health benefits if they had earned as few
as six quarters of coverage in covered
work at any time—nine fewer quarters
of coverage than men of this age need to
qualify for social security retirement
benefits and six fewer quarters of cover-
age than women of this age need to
qualify for social security retirement
benefits.

For people who reach age 65 in each

of the succeeding years, the number of

quarters of coverage needed to be insured
for health insurance protection increases

by 3 each year, thus, people reaching
age 65 in 1968 would need 9 quarters of

coverage, people reaching 65 in 1969
would need 12 quarters of coverage, and
so on. For persons who attain age 65
after 1971 the special insurance status
provisions for health insurance will re-
quire as many, or more, quarters of cov-
erage as the regular insured status pro-
visions for other social security benefits,

so that for both men and women the new
insured status provision will soon "wash
out."
Under this special provision, people

who are uninsured under the regular
social secuirty program and who become
65 after 1966 will be able to qualify for

health benefits only if they have had rea-
sonably substantial work under social

security. This would be consistent with
the work-related and contributory prin-
ciples of the social security system.

It might be noted that one-half of the
2y2 million uninsured people who will be
affected by this proposal are receiving
cash assistance under the Federal-State
assistance program. Of course, some of

these assistance recipients will be re-
ceiving health care through the Federal

-

S^ate assistance program when bur pro-
posed health benefit program goes into
effect. In their case the benefits of our
amendment would sometimes be in the
nature of a partial substitute for the aid
they would be getting. Thus the cost of
providing the new insured status provi-
sion will be offset in part by reductions
in current expenditures. In other cases,
however, the Federal -State assistance
program does not give protection com-
parable to the benefits I am proposing,
and in those instances the result would
be a net increase in medical care for the
assistance recipients.

I might also point out that in the unin-
sured group which would receive protec-
tion paid for by the General Treasury,
there are some who have had the oppor-
tunity to come under social security but
have declined to do so. For example,
there are ministers and certain em-
ployees of nonprofit organizations who
elected not to be covered and some em-
ployees of State and local governments
who voted not to be covered. Of course,
the uninsured group also includes doc-
tors and their wives and widows who
have not been included under social se-
curity solely because the American Medi-
cal Association has opposed such cover-
age. For purposes of administrative sim-
plicity, no attempt has been made to
exclude these groups.
COST OP HEALTH BENEFITS FOR THE NONINSURED

As I indicated, the cost of the proposed
health benefits for the 2Y2 million non-
insured would be met out of general rev-
enues. The gross cost of the provision
would be $250 million in 1964, the year
the health benefits program would go
into effect. This calendar year cost
would be offset by savings in Federal
medical care expenditures in 1964 that
except for the passage of our amend-
ment would be made under public assist-

ance and the veterans' programs. These



11808 CONGRESSIONAL RECORD— SENATE July 3

savings would be about $200 million, leav-
ing a net cost of general revenues of

about $50 million in 1964. Federal ex-
penditures for the noninsured would de-
cline over the years and eventually would
wash out altogether.

SIGNIFICANT ADMINISTRATIVE ROLE FOR PRIVATE
ORGANIZATIONS

Under the proposed amendment the
Secretary of Health, Education, and Wel-
fare would be given specific statutory au-
thority to delegate some of the more
sensitive administrative functions to

Blue Cross or to other similar voluntary
organizations that are experienced in

dealing with hospitals and other pro-
viders of health services. Any group of

hospitals—or group of other providers of

health services—could designate a pri-

vate organization of their own choice to
receive their bills for services and to pay
these bills. Advantageous additional
administrative functions could be in-

cluded in the contract between the Gov-
ernment and the organization. These
administrative functions would include
reviewing hospital fiscal records as a
part of the determination of the cost of

services, and acting as a center for com-
municating and interpreting payment
procedures to hospitals.

I should point out that the representa-
tives of the American Hospital Associa-
tion appearing before the Committee on
Ways and Means last summer urged an
approach that would utilize the services

of voluntary organizations if a bill of
this type were to be enacted, and I am
convinced from numerous conversations
with individuals in the field of hospital
administration that the provisions I am
now outlining will prove to be eminently
satisfactory to them. The principal ad-
vantage hospitals and other providers of
services would find in this arrangement
would be that policies and procedures of
the Federal program would be applied by
the same organization which administers
the private, voluntary benefit program
with which most of them now deal.

The participation of Blue Cross plans
and similar expert organizations in car-
rying out the provisions of our proposed
amendment would have advantages that
go beyond the benefits that would be de-
rived from their experience in dealing
with hospitals and the well-established
working relationships that exist. With
such organizations serving as intermedi-
aries between the Government and the
prviders of services, those who are con-
cerned that Government might try to
intervene in hospital affairs would feel
much more comfortable.

ROLE OF STATE AGENCIES

Under our proposal the Federal Gov-
ernment would use State agencies to de-
termine whether hospitals which are not
accredited by the Joint Commission on
the Accreditation of Hospitals are quali-
fied to participate in the program.
State agencies would make these deter-
minations also in the case of skilled
nursing facilities and other providers of
health services. The conditions of par-
ticipation for such providers are spelled
out in the amendment. State agencies
would determine whether they are met.
I am confident that all States would be

willing and able to enter into agreements
to assume these responsiiblities, just as
they have participated in the adminis-
tration of the disability portion of the
OASDI program.

State health departments or other
appropriate agencies designated by each
State would also give professional con-
sultation to providers of health services

to assist them in meeting the conditions
for participation and in establishing and
maintaining necessary fiscal records and
providing information necessary to de-
rive operating costs which are the basis

for payment for their services. State
agencies would be reimbursed for the
costs of activities they perform in the
health insurance benefits program, in-

cluding Federal sharing in the costs of
coordinating these activities with other
State activities related to health and
medical services.

What is contemplated is a Federal-
State relationship under which each gov-
ernmental entity performs those func-
tions for which it is best equipped and
most appropriately suited. State govern-
ments license health facilities and State
public health authorities generally super-
vise these facilities. In addition, State
programs purchase care from providers
of health services. On the basis of ex-
perience and function, State agencies
should assist the Federal Government in

determining which providers of health
services conform to prescribed condi-
tions. Furthermore, where an institu-

tion or organization that has not yet
qualified needs consultative services in

order to determine what steps may be
appropriately taken to permit qualifica-

tion, such consultative services should be
furnished by the State health or other
appropriate State agency. These types
of consultative services are related to

State programs and requirements and
should logically be provided by, or co-
ordinated in, the State agency.

CONDITIONS FOR PARTICIPATION

Many people in the health field, in-

cluding public health officials of the
States, hospital administrators and many
physicians have applauded the inten-
tion—clearly reflected in S. 909—to be
specific about any conditions that hos-
pitals or other organizations would have
to meet before they could participate in

the proposed program. To make sure
that the new program would not in any
way undercut the efforts of the health
professions and would not permit pay-
ment to obviously substandard institu-

tions, the participation requirements of

S. 909 were intended to parallel require-
ments of the health professions as they
define and accredit institutions. The
provision has been interpreted as pos-
sibly implying an authority to impose
additional requirements beyond those
necessary for accreditation. The
amendment we are offering makes very
explicit that such authority is not pro-
vided. The amendment limits require-
ments for participation so that they may
not go beyond the professionally set and
professionally accepted standards estab-
lished for hospitals save for the require-
ment of a review committee, which I

shall discuss further. The original bill

clearly anticipated heavy reliance on
agencies like the Joint Commission on
the Accreditation of Hospitals. Now the
amendment goes so far as to name the
Commission and require use of its pro-
visions and findings. The Joint Com-
mission is composed of representatives
of the American Medical Association, the
American Hospital Association, the
American College of Surgeons and the
American College of Physicians. There

- is a provision in the proposed amend-
ment that specifically provides that, with
the one exception of the review com-
mittee, a hospital that is accredited by
the Joint Commission would be conclu-
sively presumed to meet the conditions
for participation in the proposed social
security health insurance plan About
84 percent of the hospital beds in the
country are in hospitals that are ac-
credited by the Joint Commission.

REVIEW COMMITTEE

The unconditional opportunity to par-
ticipate that is assured to accredited
hospitals is subject to only one excep-
tion. This exception is that all hospitals
would also have to maintain some mech-
anism of their own for reviewing
whether patients who are beneficiaries
are in need of hospital services. The
thought behind the bill was that the
hospital's medical staff should keep an
eye on long-stay cases. When S. 909
was drafted, the Joint Commission was
considering adding to its standards for
accreditation the requirement that hos-
pitals maintain a formal hospital com-
mittee to conduct such reviews; S. 909
was drafted to require that hospitals
maintain such committees. It is not now
clear that a review requirement added to

accreditation standards would take this
exact form. Therefore, a utilization re-
view requirement has been developed in

the proposed amendment that would be
acceptable to the Joint Commission no
matter what form of review is decided
upon by that organization. When the
Joint Commission decides on what form
the utilization review mechanism should
take in order to qualify a hospital as an
accredited hospital, that same require-
ment could be accepted in the proposed
program.

MAINTAIN CLINICAL RECORDS

Another requirement that S. 909 pro-
vided as a condition for participating
in the proposed health insurance pro-
gram was that hospitals maintain ade-
quate medical records. There has been
some misapprehension that this provi-
sion would give the Federal Government
authority to decide what was adequate.
Of course, what was intended was a re-
quirement that would merely follow
accepted practices—in other words, a re-
quirement that would go no further than
the practices that any good hospital
would have in effect anyway. Never-
theless, to preclude any misapprehen-
sions, the new language in the amend-
ment we are offering would require
merely that hospitals maintain clinical

records for their inpatients. This is

parallel to a requirement of the Amer-
ican Hospital Association that institu-
tions satisfy before they can be recog-
nized as hospitals by that association.
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LIMITATIONS ON REQUIREMENTS TO BE SET BY
SECRETARY

There has also been some misunder-
standing of the provision of S. 909 that

authorizes the Secretary of Health, Edu-
cation, and Welfare to prescribe such
additional conditions of participation as

he may find necessary in the interests

of health and safety. It has been said

that this authority to prescribe condi-

tions of health and safety would lead to

Government control. The fact that the

intent of the bill was that the Secretary

would lean heavily on the Advisory

Council, State agencies, and accrediting

bodies like the Joint Commission on Ac-
creditation of Hospitals, and that this

intent was clearly expressed in the bill,

was apparently not enough to overcome
all fear of Government control. To
clear up any doubts, the amendment
contains explicit limits on the Secre-

tary's authority. First, as I mentioned
previously, accredited hospitals would be
conclusively presumed to satisfy the

conditions that the Secretary would pre-

scribe in the interests of health* and
safety of patients. Insofar as unaccred-
ited hospitals are concerned, my amend-
ment would specifically provide that the

Secretary's health and safety require-

ments could not exceed those prescribed

by the Joint Commission on the Accred-
itation of Hospitals.

Some of my colleagues may have won-
dered why the professionally accepted
standards for adequate hospital opera-
tions are not used exclusively, and why
the Secretary is given any authority in
this area. Of course, the reason for this

authority is not that the administra-
tion—or anyone else for that matter

—

wants to impose new standards of ade-
quacy^ on hospitals and take over the
health profession's responsibilities. The
reason that the proposed health insur-
ance plan cannot rely solely on the pro-
fessional standards is that they are set

too high for some hospitals and some
parts of the country. Absolute adher-
ence to the accreditation standards
would unreasonably deprive the resi-

dents of some localities of protection un-
der the proposed program.

MAINTAINING QUALITY OP CARE

On the other hand, if the proposed
health insurance plan were to operate
without any standards at all, or with only
token standards of eligibility, the health
insurance payments that would be made
could damage the continuing efforts of
the health professions to improve the
quality of hospital care available
throughout the country. Even more sig-

nificant is the need for quality protec-
tion in the case of nursing homes. It

would be regrettable if poor quality care
in nursing homes were to be sponsored
by paying for health care in institutions
whose environment is truly a threat to
the lives of their patients.

Our amendment would strengthen the
assurance that nursing home services
covered by the proposal are of high qual-
ity. It would do this by requiring that
nursing facilities may participate in the
program only if they are affiliated with
hospitals.

MANNER OF PAYMENTS

There is another important area where
a health insurance program under so-

cial security can back up the efforts of

the health professions to improve hos-
pital care. There is no better way to

lower a hospital's ability to give quality

care than to put patients there and then
not pay the hospital fully for the services

they receive. And this is just exactly
what is happening under our public as-

sistance programs in various parts of the
country. I am not surprised that a good
many people are genuinely concerned
that the same thing not be allowed to

happen under the proposed health in-

surance program.

No question has been studied more in-

tensively than the matter of reimbursing
hospitals under a social security health
insurance program. Our amendment
would absolutely assure that, under the
proposed health insurance plan, pay-
ment would be made for the full and
reasonable cost of the services the bill

would cover. In addition to the assur-
ances given by the reimbursement provi-
sions of S. 909, the proposed amendment
would include a specific reference to the
guides to be used to assure that reim-
bursement would be made for all the
various items of cost, including indirect
costs, of the services covered under the
proposal. The amendment states spe-
cifically that the reimbursement policy
to be followed in paying hospitals would
be oriented to the principles of reim-
bursement by third parties laid down by
the American Hospital Association.

DRUGS

In addition to the modifications I have
mentioned, the amendment we are offer-

ing makes a technical change that would
make doubly sure that the bill would not
discourage the use of any drugs of
therapeutic value. Under S. 909, hos-
pital payments would have been made
for any drug or biological that is listed

on any one of the three major U.S. drug
listings that have been developed by the
drug industry and the medical profes-
sion. Since these drug listings are en-
tirely under the control of the medical
profession, and since new drugs and
therapeutic value can be added to the
listings at will, I do not see how Govern-
ment reliance on these compendia would
involve Government supervision or re-
striction of physicians' choice of drugs.
Nevertheless, the proposed amendment
will clear up any misunderstandings by
providing that payment would be made
under the proposed program for any
drug not listed on one of the profes-
sional drug listings if the drug is accept-
able to the drug or pharmacy committee
of the hospital in which the drug is used.

MEDICAL TEACHING PROGRAMS

Another charge made against S. 909
is that under it the Secretary might make
use of decisions of organizations unac-
ceptable to the American Medical Asso-
ciation in»deterrnining whether an intern
and resident is a student doctor and not
a full-fledged staff member. I have
modified the provision in question to
state specifically that a hospital intern

or resident who is a member of a teach-
ing program that is approved by the
Council on Medical Education and Hos-
pitals of the American Medical Associa-
tion would be officially determined to be
a student for whom payment could be
made under the amendment. Obviously
this was the intent of S. 909.

In making the language abundantly
clear, in a bill already characterized by
a full spelling out of provisions, I believe

that the proposed amendment will put an
end to any real concern that the Blue
Cross type insurance program we are
proposing—for less than 10 percent of

our population—will somehow lead to a
program of socialized medicine. It will

not—and the American Medical Associa-
tion should stop worrying.

SERVICES COVERED

The basic insurance protection pro-
vided under our amendment—as under
my bill, S. 909—includes four major
benefits

:

First. Payment would be made for in-

patient hospital services for as many as
90 days of care during any single period
of illness. The patient would be required
to pay $10 a day of the cost of inpatient
hospital care for up to 9 days during
each benefit period, with the minimum
payment being $20.

Second. Payment would be made for
up to 180 days of skilled nursing home
services for patients who transfer to a
hospital-affiliated nursing home from a
hospital.

Third. Home health services would be
paid for when furnished by, or through,
public or nonprofit agencies under a plan
prescribed by a physician. Up to 240
home health services visits could be paid
for during a calendar year. These serv-
ices would include nursing care, physical,
occupational, and speech therapy, medi-
cal supplies—other than drugs—appli-
ances for temporary use, and certain
part-time or intermittent homemaker
services.

Fourth. Payments would be made for
outpatient hospital diagnostic services of
the kind customarily furnished by or
through a hospital to its outpatients,
with the patient being required to pay
the first $20 of the cost of each diag-
nostic study.

DOCTORS' BILLS NOT COVERED

I want to emphasize that physicians'
services would not be covered except
for services of interns and residents-in-
training under an approved teaching
program, and except for hospital serv-
ices provided by physicians in the fields

of pathology, radiology, physical medi-
cine, and anesthesiology where

p
such

physicians are in the employ of, or work
under an arrangement with, the hospital.

HOSPITAL ORIENTED

Our proposal is focused on hospital
services because an illness that necessi-

tates hospitalization is usually the most
costly. The medical expenses for aged
people who are hospitalized are about
five times greater than the medical bills

of aged people who are not hospitalized.

Furthermore, among the aged, hospitali-

zation is very likely to occur. It is esti-
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mated that 9 out of every 10 persons
who reach age 65 will be hospitalized at

least once before they die; 7 out of 10

will be hospitalized at least 2 times; and
almost 4 out of 10 will be hospitalized

at least 3 times. The aged group spend
at least twice as many days per capita

in general hospitals as the population as

a whole.

One of the most significant features

of the proposal is that it provides alter-

natives to inpatient hospital care. Pro-
vision has been made for payment for

skilled nursing home care, home health

care, and outpatient diagnostic studies

in order to promote the most efficient and
economical use of existing health care

facilities. In providing for payment for

these alternative services, the proposed
program would reinforce the efforts of

the health professions to reserve hospital

beds for acute illnesses requiring inten-

sive treatment that can be provided only

in a hospital.

As already noted, our proposal would
not cover surgical services and other

physicians' services. I believe that pro-
tection against costs of doctors' fees

should not be included in the Govern-
ment-sponsored program. Payment of

doctors' fees requires financial arrange-
ments to which physicians are adamantly
opposed. Moreover, since the financial

base of our proposed program is, like the

entire proposal, intentionally modest and
conservative, it seems better to concen-
trate the funds on hospital costs rather
than doctors' fees, which by tradition are

adjusted to the means of the patient.

Since only basic health insurance protec-

tion would be provided under the amend-
ment, aged people can be expected to

purchase private, supplementary insur-

ance against the cost of surgical and
other physicians' services.

FINANCING OF THE PROGRAM

The chief actuary of the Social Se-
curity Administration has assured me
that the benefits of the proposal would
be financed on a sound actuarial basis

with cost calculations based on assump-
tions and methodology consistent with
those used for the other elements of the
OASDI program. The financing of both
the cash benefits, including the higher
ones that would result from raising the
earnings base, and the new health bene-
fits, would be accomplished by raising

the maximum taxable earnings base to

$5,200 per year and by an additional
combined employer-employee tax of one-
half of 1 percent.
The proposed health benefits would

be financed by an allocation to the
health insurance trust fund from the to-

tal social security tax receipts—an allo-

cation equal to what a combined em-
ployer-employee tax of .68 percent would
yield. Part of this—.50 percent—comes
from the increase in the scheduled con-
tribution rates in all future years. The
remainder comes from the net gain re-
sulting in the cash-benefits portion of
the system from raising the earnings
base from $4,800 to $5,200.

SEPARATE TRUST FUND

Under the bill I introduced last year,
there would have been a health insur-
ance account in the Federal social insur-
ance trust fund. The trust fund would

also have included special accounts for
old-age and survivors insurance and for
disability insurance. While I believe this

arrangement would have been fully ef>-

fective in segregating the moneys for the
various benefits provided under social

security, in the proposed amendment we
have substituted provisions for a sepa-
rate health insurance trust fund. We
have made this change because some
people believe that there would be merit
in a separate trust fund for health in-

surance, and that there would be less

danger of misunderstanding.

Of course, the payments for health
services that would be made on behalf
of those people who qualify for protec-
tion through the provisions for the un-
insured would be made from general
revenues. The trust fund and the rights
of the social insurance beneficiaries
would in no way be affected by these
expenditures.

ROLE OF PRIVATE INSURANCE

I want to emphasize that under this
proposal the role of private insurance
would be an important one. The pro-
posal is designed to meet only the most
pressing health care costs of the aged,
and, as in the case of the present pro-
gram of old-age and survivors insurance
benefits, beneficiaries can be expected to
build on the basic health insurance pro-
tection. I think we have every right to
expect that at least some of the money
the aged now spend to meet hospital
costs, through insurance, and otherwise,
would be used to purchase insurance
against the costs of the services of phy-
sicians and dentists, drugs, and the other
health services and supplies not covered
under the proposal. Also, I would expect
that many aged people who now go with-
out any health insurance protection be-
cause they cannot afford to safeguard
themselves against the financial catas-
trophe of a serious illness would also ob-
tain supplemental coverage from private
sources once real security becomes pos-
sible. Certainly, with basic protection
furnished under the Government pro-
gram, employers will be encouraged to
carry supplemental protection for their
retired employees just as they have pro-
vided supplementary pensions. Private
financing alone cannot do the job but it

can do much to make retirement and
health insurance protection in old age
adequate when basic protection under
social security is available. Our amend-
ment makes clear the intention to en-
courage and facilitate supplementation
by States, private insurance, or other
methods.

So the administration is indeed pro-
posing that Govermnent and private in-

surance play complementary roles in
meeting the need. The role of Govern-
ment- in the health insurance area, just
as it is in the area of retirement income,
would be to provide a guarantee of basic
protection for the aged through the Na-
tion's social insurance system, while the
role of private insurance would be to

build supplementary protection on this

base. By working together—and not by
competing with each other—Govern-
ment and private insurance can make
comprehensive and adequate protection
a realistic possibility for all of the aged.

SUMMARY
Mr. President, I am convinced that

the amendment we are offering for the
consideratipn'Of the Senate offers a rea-
sonable basis for agreement. The
amendment would embody all of the
great merit of the social security ap-
proach and at the same time provide
meaningful assistance for the relatively
few older people who are not now pro-
tected -by the social insurance system.
The proposal has strong safeguards
against any possibility that Government
would exert control over providers of
services and established medical prac-
tices.

I take great pride in pointing to the
large area of agreement that has been
reached by those of us who sincerely
seek a way by which much-needed pro-
tection against the cost of serious illness

can be provided for our senior citizens.

We believe we have demonstrated that
we have offered a workable and satis-
factory plan that will meet with wide-
spread public approval. I urge all Sena-
tors who are seeking a way by which
much-needed protection against the cost
of serious illness can be provided for the
aged to join in support of our proposal.
If we are truly of goodwill, we can meet
objections with fair and workable solu-
tions; we can demonstrate to the
American people our sincerity and good
faith. There is no justification for fur-
ther delay; we must not wait longer to
provide an effective program of protec-
tion for the Nation's elderly people.

The final revision which was added as
a result of many conferences provides
an option to beneficiaries to continue
private health insurance protection in
order to encourage private health in-
surance supplementation. The plan is

as follows:

First. At the time of first eligibility

for social security, beneficiaries who for
a period of time had private insurance
protection under plans which include the
same benefits as provided under social

security would be able to choose between
having the statutory benefit paid for
directly by social security or, if they wish
to continue the private plan, they could
have the. statutory benefits paid for
through the private carrier.

Of course, those who did not elect to

continue such a private plan could buy
private policies completely separate from
but supplementary to social security pro-
tection.

Second. Carriers would be reimbursed
for the statutory benefits they paid for

and for their administrative costs.

Third. The beneficiaries could elect to

have their benefits paid by a private car-

rier only if they have had the required
plan in effect for a period before they
become entitled to health benefits under
social security. The required period of

prior insurance would be brief at first, to

allow for a change in private plans and
then gradually lengthen until 5 years

of previous membership is ultimately re-

quired. The required period of member-
ship would be 3 months for persons en-
titled when the plan goes into effect on
January 1, 1964, and would remain at 3

months until the end of March 1964.

From then until the end of 1968 it would
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require continuous membership from
January 1, 1964, until entitlement. After
1968, 5 years would be required.
Fourth. Any carrier would be approved

to participate for its group health in-
surance plans and all nonprofit plans
would be approved. To participate for
individual policies a commercial carrier
would need to be licensed in all States
and doing 1 percent of the health insur-
ance business throughout the Nation, or
is found by the Secretary to be national
in scope. As an alternative it could be
approved for a particular State if it did
10 percent of the business in that State.
That, I feel, makes the package com-

plete and strengthens my hope that the
Senate will take the forward step of ap-
proving this amendment.

Finally, I compliment the Secretary
of Health, Education, and Welfare, Mr.
Ribicoff, for the amount of time he has
personally devoted to working out a sat-
isfactory solution to some of our prob-
lems. Solutions were not easy to ac-

complish. A great deal of work was
required to make sure that the propos-
als could be properly administered under
the law. I wish to compliment Mr. Ribi-
coff for the fine job he has done.
Mr. McNAMARA. Mr. President, I

ask unanimous consent that all staff

members of the Committee on Aging be
permitted access to the floor until the
Senate has concluded its deliberations
concerning H.R. 10606.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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PUBLIC WELFARE AMENDMENTS
OP 1962

Mr. METCALF. Mr. President, I

ask that the Chair lay before the Sen-
ate the unfinished business.

The PRESIDING OFFICER. The
Chair lays before the Senate the unfin-
ished business, which will be stated by
title.

The Legislative Clerk. A bill (H.R.
10606) to extend and improve the public
assistance and child welfare services pro-
grams of the Social Security Act, and for
other purposes.
The PRESIDING OFFICER. The

bill is open to amendment.
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PUBLIC WELFARE AMENDMENTS OF
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The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child

welfare services programs of the Social

Security Act, and for other purposes.

Mr. MOSS. Mr. President, on Tues-
day of this week, I proposed an amend-
ment to this bill, and the amendment
was debated at some length. Because of

factors which then existed, I agreed to

withdraw my amendment then, and re-

served the right to call it up today.

I ask that my amendment, which was
discussed at some length on Tuesday,
now be called up and read.

The PRESIDING OFFICER. The
amendment will be read.

The Legislative Clerk. On page 70,

between lines 17 and 18, it is proposed
to insert the following:

(f) The increase in the Federal share of
public assistance payments provided for

in this section shall be paid to the States
only upon the condition that the money
payments received by recipients of old-age
assistance, aid to the blind, and aid to the

permanently and totally disabled shall be in-

creased by the full amount of the increase
in the Federal share.

Mr. MANSFIELD. Mr. President, if

the Senator from Utah will yield, I

should like to suggest the absence of a
quorum.
Mr. MOSS. I yield for that purpose.
Mr. MANSFIELD. Then, Mr. Presi-

dent, I suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The legislative clei'k proceeded to call

the roll.

Mr. MANSFIELD. Mr. President, I

ask unanimous consent that the order
for the quorum call be rescinded.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
Mr. MOSS. Mr. President, at page

11792 of the Record of the Senate pro-
ceedings for Tuesday, July 3, appears the
brief wording of the amendment whjch
we are now considering, together with
the remarks I made at that time.

There was a colloquy among Senators
at that time, including a discussion, of

the amendment by the senior Senator
from Oklahoma [Mr. Kerr], who is han-
dling the bill on the floor. At that time
the Senator from Oklahoma was in op-
position to the amendment, and I think
stated fully the reasons for his opposi-
tion. I stated my reasons fully at that
time.
This amendment simply provides that

any increase in the amount of Federal
money granted for welfare in the classes

of blind and disabled persons shall be
passed on to the recipient at the end
of the line, rather than be deflected or
diverted or absorbed in any way by the
State.

I think such a provision is of consid-
erable importance because of the feeling

of the people who are receiving this sort

of aid that they have been betrayed
when such benefits have not been
passed on to them. I think when there
has been a reason for Federal action in-

creasing the amount of such support,

certainly it should go to the recipient.

I have no reason to discuss the
amendment in any more detail at the
present time, and I ask for a vote on my
amendment.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment of the Senator from Utah.
The amendment was rejected.

Mr. MOSS. Mr. President, I send to

the desk amendments which I call up
at this time and ask to have stated.

They are the same as the amendment the
Senator from Indiana [Mr. Hartke] had
prepared. However, the measure has
been slightly amended to refer to the
proper page and paragraph designa-
tions.

The PRESIDING OFFICER. The
amendments offered by the Senator
from Utah will be stated.

The Chief Clerk. It is proposed, on
page 78, line 9, to strike out "and".
On page 78, line 13, to insert ", and (C)

the ability of such individual's family or
relatives to provide for his support"
after "plan".
On page 100, between lines 15 and 16,

to insert the following:

July 5

ABILITY OP FAMILY OE RELATIVES TO PROV»E
SUPPORT TO BE DISREGARDED IN DETERMINING
NEED OP INDIVIDUAL FOR AID TO THE BLIND

Sec. 156. Effective July 1, 1963, section
1002(a)(8) of the Social Security Act is

amended to read as follows :
" (8) provide that

the State agency shall, in determining need,
take into consideration any other income
and resources of the individual claiming aid
to the blind as well as any expenses reason-
ably attributable to the earning of such in-
come; except that, in making such determi-
nation, the State agency shall disregard (A)
the first $85 per month of earned income
plus one-half of earned income in excess
of $85 per month, and (B) the ability of
such individual's family or relatives to pro-
vide for his support;".

Mr. MOSS. Mr. President, my
amendment would amend H.R. 10606 to
abolish the legally enforceable obligation
of a relative to contribute to the support
of a person who is blind. This amend-
ment is strongly desired by the National
Federation for the Blind.
At present, State laws require, under

the penalty of legal action, that family
members must contribute to the support
of a needy blind person. A blind per-
son's family is fully investigated, and a
decision is made as to how much the fam-
ily can afford to contribute to his sup-
port. This amount is then deducted
from the benefits the blind person re-
ceives under the program in his State,
and he becomes a dependent ward of his
family, living with them.

The" average payment to a needy
blind recipient in this country is $76.35.
Therefore, should it be found that a
family can contribute $20 toward the
support of a blind member in a State
where the payment is about average,
the payment the blind person would re-
ceive would be about $55.

Now on the face of it this seems fair.

But in many families where the blind
can be classified as needy, the family it-

self is on the narrow edge of need. To
pull out of their meager resources
enough money to support the blind mem-
ber of the family—a perpetually nonpro-
ducing member—is not only a genuine
hardship, but sooner or later begins to
cause resentment. The blind member
feeling and hearing the resentment he
cannot see, knows he is a burden and a
drain on family finances needed for
others who do have a future.

If a family is unwilling to take on a
measure of support for the blind mem-
ber, and has been forced to do so, the
strain is even greater. The blind mem-
ber feels he is not only a burden, but
unwanted.
In either instance, an atmosphere of

bitterness and strife often develops

—

bitterness which deeply affects a person
made more sensitive than most because
of his affliction.

Today, every effort is being made to

encourage the blind to rehabilitate them-
selves. We have developed splendid
programs to help them. We have all

been touched and inspired by the sight
of a blind person making his own way
about town, going to a place of business,
doing a job. We all know that the
blind, with resolution and proper train-
ing, can learn to take care of themselves,
and can take their place in society.
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To do so, however—to make the break
from their world of darkness and de-
pendency—the blind need an atmosphere
of harmony and encouragement. To re-

habilitate himself, the blind person must
put forth intense personal effort. He
must have incentive and understanding.
He must have peace of mind and har-
mony about him. This he cannot find

in a household filled with resentment
against him, and with strife and bitter-

ness over his plight.

We are told that many of the more
than 100,000 needy blind covered by the
provisions of this bill are eager to reha-
bilitate themselves. They have the in-

itiative and ability—they need only the
independence the passage of this amend-
ment would give them to start them
down the path toward rehabilitation and
self-support. It is evident that the fed-
erally supported programs we have es-

tablished are hindering as well as help-
ing them—I feel they must be adjusted
so they are as modern and progressive as
the blind themselves.

The amendment I am offering is in

character with the trend in welfare legis-

lation. In 1956, for example, the purpose
of the amendments the Congress added
to the public assistance sections of the
Social Security Act was stated as follows:

To promote the well-being of the Nation
by encouraging the States to place greater
emphasis on helping to strengthen family
life and helping needy families and individ-
uals attain the maximum economic and per-
sonal independence of which they are
capable.

In the bill before us, both the House
and Senate reports state similar ob-
jectives. The House bill states:

The new approach embodied in the bill

places emphasis on the provisions of service
to help families become self-supporting
rather than dependent on welfare checks.
The bill would make it possible for the
States to provide incentives to the recipients
of public assistance to improve their condi-
tion so as to render continued public assist-
ance for such persons unnecessary. This ap-
proach accords due recognition to rehabili-
tation of recipients so as to restore them as
useful, productive individuals, and assist

them to become self-supporting, indepen-
dent and able to take care of themselves.

The Senate report has similar
language.

I realize that many people feel very
strongly about filial and family respon-
sibility and I anticipate that some of the
Members of this body may hesitate to
write it off even in the case of the blind.
The Department of Health, Education,
and Welfare has issued a very interest-
ing study on "Filial Responsibility in the
Modern American Family." Though it

deals primarily with the responsibility
of adult children to their aged parents,
many of its conclusions are applicable
to the situation we are discussing today.

It shows that filial support policies
vary from State to State, both in rigor
and in methods of application. Some
States require a contribution by law or
policy, but do not make assistance con-
tingent on contribution. In general,
children living outside a State are not
obliged to contribute to their parents,
but they are encouraged to support

them. Various scales of support are
used in various States.

Now let me quote some pertinent com-
ments from the study:
Most administrators agree, regardless of

their position on requiring filial support,
that it Is difficult and painful to adminis-
ter • • • (and that) many parents resist

the requirement and adult children resent
it. The legislator enacting flllal responsi-
bility envisions a wealthy son whose father
ekes out a desperate living on old-age assist-

ance. But caseworkers and administrators
see a different picture. Though Income
scales help to achieve a degree of equality,

their application in varying situations and
to families whose filial feeling may range
from love to hatred may easily seem unjust
to parent or child, client or caseworker. If

In the end the agency must have recourse to

the courts, prosecutors and judges are re-

luctant to bring these cases to trial. Even
then, it frequently turns out that the child
does not contribute the specified sum and
the entire procedure begins again.

I would point out that such procedures
are not unknown in the case of a family
which is reluctant to contribute to the
support of a blind person, either because
of the strain on finances, or because of

lack of a feeling of responsibility. What
is the impact on the blind person?

This is brought out in another para-
graph dealing again with filial responsi-
bility to parents, but applicable in the
case we are discussing:

We are left with the question of the ef-

fects of filial requirements on families. In
a sense, this is the crucial question. At
come expense of equity and of feelings, both
clients and administrators, there is a net
savings in enforcing filial support; opinions
divide on whether it is worth while. The
question that remains is, "what is the human
cost of the saving?" * • • (There are) three
kinds of human cost: The perpetuation of
poverty, the substitution of enforcement for

Incentive, and the domination of family ar-

rangements by considerations that are sec-

ondary, and often inimical to family co-
hesion.

Another question which undoubtedly
would be raised is that of the saving of

tax funds by requiring a family to as-
sume either in full or part the care of a
member who cannot support himself.
Again, I quote from the HEW study:
If one examines the caseloads of the

States that require filial support, they turn
out to be markedly lower than the States
that do not. As these tend to be the
wealthier States that would in any case have
lower caseloads, however, the savings is only
in part a result of filial support. Among
people receiving assistance, through explo-
ration of filial support does not usually, in
agency experience, produce a great deal
more than is already being contributed. It

appears that the savings might be balanced
by the cost of administration.

This would apply, perhaps in a lesser

degree, to the investigations necessary
to decide whether the family of a blind
person can contribute to his support, and
how much.

I could continue to quote at length
from the HEW study, but the gist of the
discussion seems to be that there are
some serious doubts among welfare ad-
ministrators and social workers about the
wisdom and effectiveness of forcing filial

or family support, and also about the ex-
tent to which tax funds.are saved in the

process. I certainly do not want to Indi-

cate here that I feel families who are
able should not shoulder responsibilities

they can well carry, nor do I want to
indicate that I do not believe children
should care for their aged parents, nor
that families with blind members should
care for them if they are able, and care
for them with good will and understand-
ing. But I feel we must recognize the
fact that when such care is forced on
those who feel they are not able to
shoulder it, or who are unwilling to
shoulder it, the recipient of the aid can
be made to suffer cruelly.

Mr. President, I believe that in the
case of the blind we should consider them
first—consider them before we consider
welfare policies and tax loads.

I feel we must not doom the blind per-
son by laws which force him to be de-
pendent on his relatives and his family.
Rehabilitation starts not with skilled per-
sonnel, not with training facilities—but
it starts with the person himself. He
must believe in himself, and he must have
help in gaining in this belief. If he can-
not get the inspiration he needs from his
family, then he must be freed from de-
pendence on that family so he can go
where he can get inspiration and help.
With independence, he may succeed in
rehabilitating himself; without it he may
sit, helpless and crushed, in a chair for
the rest of his life.

I ask that the amendment be agreed
to.

Mr. RANDOLPH. Mr. President, will

my colleague yield?

Mr. MOSS. I am happy to yield to my
colleague from West Virginia.

Mr. RANDOLPH. I shall not discuss
the amendment which has been offered.
It has had, and will have, discussion by
proponents and opponents. I followed
the Record earlier this week in connec-
tion with this subject matter. My sup-
port will be given to the amendment as
offered by the Senator from Utah. It
was my privilege to join with Senator
Hartke early in the first session of this

Congress and sponsor a measure to
amend title X of the Social Security Act.
It provided that consideration with re-
spect to the ability of the family or rela-
tives of a blind individual to provide for
his support shall be disregarded in deter-
mining his need for aid to the blind un-
der State programs established pursuant
to such title.

When we consider the independence
of this group of our citizens, it is impor-
tant to realize that there are approxi-
mately 400,000 blind persons in the
United States of America. From this

reservoir of blind people have come those
individuals who have had not only the
aptitudes but also the attitudes which
have been very important in regard to

certain work programs. This has been
true particularly with respect to one no-
table effort to which I invite our atten-
tion.

The Vending Stand Act of 1936 pro-
vided the way, as it were, for blind per-
sons who could meet certain require-
ments, who could be trained. The act
provided for operation of those small
business units.



11872 CONGRESSIONAL RECORD— SENATE July 5

In fiscal year 1961 there were 2,332

blind persons who were conducting these

small business units in Federal and non-
Federal buildings, as well as parks and
forest throughout the United States.

In the fiscal year- 1961 those men and
women did a gross business of more than
$42 million. They netted to themselves

in excess of $8 million. I mention that

program, which was enacted in 1936, as

one of the very intelligent activities by
which the blind of the United States

have been able to reach a status of inde-

pendence, dignity, and ability to con-
tribute to personal and community re-

sponsibilities rather than to be recipients

of charity. I express my appreciation to

that segment of blind people in the

United States. For the benefit of the

400,000 blind citizens in our country, we
need to develop, at this time, additional

programs of the type which I have
mentioned.
Mr. MOSS. I thank the distinguished

Senator from West Virginia for his timely

comments. Certainly much has been
done in that area. I think we have all

been inspired to see the blind obtain a
degree of initiative in providing for

themselves. It has been inspiring to see

the self-respect that their work brings to

them, in strong contrast to sitting as a
defeated burden upon family or friends.

The blind person who has initiative may
move out and grow for himself. He
thereby grows in his own self-respect

and the respect of the members of the
community.
The amendment about which we are

speaking would merely eliminate the
condition that may arise, and sometimes
does arise, in which a deep internal con-
flict develops within a family group be-
cause of the requirement of the law for a
contribution in cases in which the family,
for one reason or another, justified or
not, does not feel that it should be im-
posed upon by the person who is handi-
capped by blindness.

The amendment would require that
the family not be required by law to

make a contribution to a person, or that
his blind aid be decreased by any amount
that legally should be contributed by
the family. The amendment would give

a blind person a sense of independence.
I repeat that I do not at all negate the

idea that family responsibility should
voluntarily motivate a family to want
to help any member of the family. That
should be done, and will be done in a
great many cases, regardless of what the
law is. I am thinking of cases in which,
for one reason or another, that feeling

of responsibility does not exist. In such
cases the entire weight of oppression falls

on the shoulders of the blind person, who
is already handicapped and working
against a very great handicap. That
oppression should not be inflicted upon
him. The amount about which we are
talking is not great. Therefore I hope
that the amendment will be agreed to.

Mr. KERR. Mr. President, will the
Senator yield?

Mr. MOSS. I am happy to yield.

Mr. KERR. Does the Senator know
the extent to which his amendment
would change the present law?

Mr. MOSS. It would change the exist-

ing law only to the degree that an im-

mediate member of the family would not
be required to support a blind person who
is receiving financial aid.

Mr. KERR. Is there any such Federal
law at present?
Mr. MOSS. I am not sure of the ex-

tent to which there is a Federal law.
I know that many States have such a
law. We are talking about the money
contributed.

Mr. KERR. Will the Senator advise
the Senator from Oklahoma which
State has a law that requires a relative

of a blind person to support the blind
person?
Mr. MOSS. I am not sure that I have

that information available. I do not
have the reference, except that, from my
acquaintance with the welfare laws of

my own State, I know that there is a re-
quirement of a family contribution. I

have been informed that such is also true
in a great many other States.
Mr. KERR. In the knowledge of the

Senator from Oklahoma, such is not the
case. There are States which have laws
that declare that the ability of sons and
daughters to support the blind shall be
taken into consideration in determin-
ing aid to the blind. If I correctly un-
derstand the amendment of the Sena-
tor from Utah, it is intended to prevent
States from requiring that a relative of

a blind person should support that blind
person. If I correctly understand the
Senator's amendment, it would say to a
State, "You cannot, by your own State
law, have a program which would take
into account the ability of a relative to

support a blind person."
As I understand the Senator's amend-

ment, it would prevent a State from ex-
ercising its right to require a person to
support a blind relative. The Senator's
amendment would deny to a State the
right, under its laws, to take into account
the ability of a relative of a blind person
to support that person.
Mr. MOSS. In general the Senator Is

correct.

Mr. KERR. The Senator has said
that my statement is correct in general.

Will he specify in what manner it is not
correct?
Mr. MOSS. Under the Federal funds

made available in the bill to a State it

would not be permissible to decrease the
allocation of the amount a blind person
would receive based upon any study of

the State or any finding of the State that

the family, or some relative, could con-
tribute in part.

In other words, the benefit would not
go in different amounts to different peo-
ple based upon the family circumstances
and relief. There are areas of friction

in which a family feels it has been im-
posed upon, and therefore makes the
blind person feel that he is a drain and
a burden upon the family. The amend-
ment would be an attempt to restore the
self-confidence of that blind person.

Mr. KERR. The amendment of the
Senator from Utah would go far beyond
that point. His amendment would com-
pel a State to disregard the fact that
the blind person had a relative who
wanted to help to support him and was
doing so.

Mr. MOSS. I do not think the amend-
ment would go that far.

Mr. KERR. The Senator should read
his own amendment.
Mr. MOSS. No relative would ever

be inhibited in helping in a case in which
he wanted to help. But the State would
be inhibited from taking that fact into
consideration and thereby decreasing the
amount that would otherwise come to a
blind person.
Mr. KERR. The Senator is entirely

correct in his last statement. Even
though a relative might be very wealthy
and was making abundant provision for
a blind relative, the Senator's amend-
ment would require the same payments
to that blind person as he would receive
if he had no relative making independ-
ent arrangements for his support.
Mr. MOSS. That is quite true. It

would be available for him.
Mr. KERR. I do not believe the Sen-

ator would wish to urge that amendment.
Mr. MOSS. I certainly do urge the

amendment.
Mr. KERR. As the Senator sets forth

in his amendment, the law with refer-
ence to aid to the blind is the most lib-

eral of any assistance program we now
have. The law now is that the first $85
a month of earned income is disregarded,
in determining how much assistance
shall be given to a blind person.

The law now requires that one-half of
what a blind person earns above $85 a
month be not taken into account in
determining how much he shall receive
from the State program. The Senator
would provide that even though the blind
person himself were making $85 a
month, which is disregarded, and an-
other $100 a month, being one-half of
another $200 a month, which is also dis-
regarded, would compel the State to dis-
regard the fact that an independent,
wealthy relative of the blind person was
making a provision for the blind per-
son in addition to what he was earning
himself; and to contribute to him as
though he were not receiving such con-
tribution from his well-to-do or wealthy
relative.

Mr. MOSS. I quote again, as I did be-
fore, from the report of the Department
of Health, Education, and Welfare:
The legislator enacting filial responsibility

envisions a wealthy son whose father ekes
out a desperate living on old-age assistance.
But caseworkers and administrators see a
different picture, as we shall observe.

Then it discusses that situation. Of
course, there may be a situation of the
kind the Senator points out. It might
be that a wealthy family had a blind
member. Nevertheless, a large number
of these cases fall into the marginal area,

where the administrator may have rea-
son to say that the family can give a
certain amount of support and where
the family does not believe it can. In
that way we get into an area where a
blind person is made to feel the brunt of

the conflict, and to feel the depressing
effect of the situation, in that he feels as

though he is a complete burden on the
family and is unwanted, and, as a result,

does not have the stimulus that we say
we want to give blind people.

Mr. KERR. As the Senator knows,
there is another amendment in the bill

which provides:
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In determining need few aid to the blind,

a State shall, In addition to presented ex-

empted amounts ($85 a month In earnings

plus one-half of the balance) exempt such
other amounts of Income or resources as

may be necessary to fulfill a State-approved
rehabilitation plan for a blind Individual.

In other words, the bill contains an
amendment which directs the State to

disregard any income, just as the Sen-
ator would say, with reference to a
wealthy or poor relative that may be
necessary to make the blind person com-
pletely self-sustaining under a plan ap-
proved by his State.

Mr. MOSS. That is a very salutary

provision. However, this would apply
not only to the blind person who has an
income but also to one who has an in-

come and receives aid. In other words
he would receive aid, and there could

be no writeoff against the family.

I ask for a vote on the amendment.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment offered by the Senator from Utah
[Mr. Moss].
The amendment was rejected.

Mr. KERR. Mr. President, I move
that the Senate reconsider the vote by
which the amendment was rejected.

Mr. DIRKSEN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

PROPOSED UNANIMOUS-CONSENT AGREEMENT

Mr. MANSFIELD; Mr. President, I

send to the desk a unanimous-consent
request and ask that it be considered.
The PRESIDING OFFICER. The

proposed unanimous-consent agreement
will be read.

The legislative clerk read the pro-
posed unanimous-consent agreement as
follows:

Ordered immediately, That, during the
further consideration of H.R. 10606, the pub-
lic assistance and welfare bill, with the ex-
ception of the so-called Anderson and other
Senators' amendments,, hereinafter referred
to, debate on any amendment, motion, or
appeal, except a motion to lay on the table,
shall be limited to one hour, to be equally
divided and controlled by the mover of any
such amendment and the majority leader:
Provided, That In the event the majority
leader is in favor of such amendment the
time in opposition thereto shall be controlled
by the minority leader.

Provided; That on the Anderson and other
Senators' amendment to the said bill, de-
bate on any amendment, motion, or appeal
relating thereto, shall be limited to six hours,
to be equally divided and controlled as above
indicated: Provided, That on any amend-
ment proposed thereto or motion relating
thereto, debate shall be limited to one hour
equally divided and controlled by the mover
of any such amendment and Mr. Anderson,
if he is opposed to any such amendment or
motion, and that in the event he Is favor-
able to such motion or amendment, debate
in opposition thereto shall be controlled
by the minority leader: Provided- further,
That no amendment that Is not germane to
the provisions of the bUl or the Anderson
and other Senators' amendment shall be re-
ceived.

Ordered further, That on the question of
the final passage' of the said bill debate shall
be limited to six hours, to be equally divided
and controlled, respectively, by the majority
and minority leaders: Provided, That the
said leaders, or either of them, may, from

the time under their control on the passage
of the said bill, allot additional time to any
Senator during the consideration of any
amendment, motion, or appeal.

The PRESIDING OFFICER. Is there
objection?
Mr. MANSFTELD. It had been antici-

pated by the majority leader that the
unanimous-consent request would be
made prior to the final disposal of the
honeybee bill. I hope there will be no
objection to the proposal at this time,

so that we may be in a position of assur-
ing Members of what the status of the
bill and amendments thereto will be for

the rest of the week and possibly next
week.
Mr. DIRKSEN. Mr. President, the

majority leader has always been so
obliging and he has always been so rea-
sonable in his requests, that I often find

it difficult to object.
*

However, I point out that we will be
considering here a matter that has not
been considered by the Finance Com-
mittee, which ordinarily would have
jurisdiction in the matter; that we are
considering a matter of such great im-
port to the country and so permanent in

its impact, and of a dimension that is

scarcely appreciated by the membership
at the moment, that I feel a maximum
amount of discussion must develop, on
the Senate floor in every aspect of the
proposal. Therefore, reluctant as I am,
I feel constrained to r,nd I must object.

The PRESIDING OFFICER. Objec-
tion is heard.
SOCIAL SECURITY FINANCING OP HEALTH COSTS

Mr. LONG of Hawaii. Mr. President,
while we are hammering out a bill to
provide health benefits for the aged
which will be acceptable to the House
as well as to the Senate, we will un-
doubtedly be faced with a variety of pro-
posals all necessarily complex in their
technical details. Because this is a com-
plex and technical piece of legislation,

the basic differences in philosophy of the
alternatives proposed may not be im-
mediately clear. I would like,- therefore,
to share my philosophy—the yardstick
I shall use in determining whether a spe-
cific proposal measures up to my require-
ments of a program of health benefits
financed through social security.
During this past year of serious, debate

over the issue of health care for the aged,
one significant fact has emerged:
There is now almost unanimous agree-
ment that the problem is of such dimen-
sions that only social security financing
can provide the solution.
The AMA remains almost the lone

holdout, still fighting a desperate rear
guard attack, confusing the issue with
indiscriminate labels of "too much" and
"too little." Some of its members warn
of strikes against the patient who uses
social security benefits to pay for his
hospital bills and of reprisals for any
doctors who deviate from the official

line.

First, the AMA objected to the King-
Anderson bill because it excluded 3
million people—including the most
needy—from coverage. Now we are con-
sidering legislation which will bring
those 3 million under the program.
They are now saying: "It's just an ex-

panded version of King-Anderson."
Many members of this body question the
sincerity of the AMA. "We're damned
if We do, and damned if we don't."
The first 6 months of 1962 have wit-

nessed a number of impressive conver-
sions to the principle of social security
financing—conversions that give hope
that the breakthrough of legislative ac-
tion is near.
The year 1962 was barely underway

before important developments took
place. On January 4, Blue Cross As-
sociation and the American Hospital As-
sociation announced they would work
out a national Blue Cross program for
the aged, which involved governmental
financial assistance, and that the
method to be used by the Government in
financing this program was "of second-
ary importance"—in other words, the
social security financing mechanism
could be used provided the plan was ad-
ministered by Blue Cross. Significantly,
the social security financing method, al-

though long and vehemently opopsed by
organized medicine, had suddenly be-
come acceptable to the one group direct-
ly involved in the administration's health
insurance proposal—the hospitals.
On January 11, Senator Javtts intro-

duced his compromise bill- to provide
health insurance for the aged through
social security financing, a radical de-
parture from his earlier proposals based
on general revenue financing.

Still another significant convert to the
social security method was Representa-
tive Keith, Republican, of Massachu-
setts, who said "from the viewpoint of
a professional insurance underwriter
and a proven conservative," called the
social security financing "the true con-
servative approach to a problem we can
no longer ignore."

And to list one more—Senator Bush
on June 27 introduced a bill, based on his
dual conclusions that "there is a need
for Federal action in this field which
extends beyond the Kerr-Mills legisla-
tion," and that the "social security sys-
tem provides an acceptable method of
financing such a Federal program."
On June 20 Senator Pat McNamara,

chairman of the Senate Special Com-
mittee on Aging, released a staff report
that assembles an impressive array of
evidence leading inevitably to the finding
that Kerr-Mills—by itself—cannot be ex-
pected to meet the medical requirements
of America's elderly people "either now
or in the years to come," and that a
program of hospital and related insur-
ance benefits under social security is also
needed to "provide the broad base of
financial assistance that would help as-
sure older Americans independence, dig-
nity, and security in their retirement."

These are some of the developments
of recent months that indicate the
spreading conviction that use of the
social security financing method is an
absolute necessity in handling this
problem.

But there is less conviction*—in fact,

there is still considerable confusion

—

about the obligations to the contributors
that accompany the use of this financing
method—the guarantees of benefits that
are essential when we use the social se-
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curity mechanism to collect a compul-
sory payroll tax in return for a future
promise of benefits.

As a longtime and wholehearted ad-
vocate of the social security financing
principle, I believe strongly that use of
this financing method involves certain
commitments to beneficiaries, now and
in the future. There are four commit-
ments basic in measuring the appropri-
ateness of the specifications of any legis-

lative proposal which is based on the
social security principle.

First—and I think this is almost too
obvious to need saying—there must be
no needs test or income test for persons
who are beneficiaries under social se-
curity. Such a test, no matter how
liberal, is irreconcilable with the princi-
ple that social insurance benefits are an
earned right. Why should workers help
to finance, through their social security
taxes, a benefit for which they will be
ineligible if their retirement income ex-
ceeds some limit? Why should they ac-
cumulate other sources of retirement in-
come if this would make them ineligible

for the health benefits?
Because I believe so strongly that an

income test is incompatible with the
social security financing method, I was
delighted to see that Senator Javits
amended his earlier proposal, initially

introduced in January, to eliminate the
income test for those eligible for social

security benefits.

Second. The health benefits must be
available to everyone who meets the tests

of eligibility whether these are tests of

insured status under the social security
system or whether the tests go beyond

—

as I believe they should—to encompass
other aged persons. This means that
there must be a Government plan to
guarantee the benefits. There must be
no chance that anyone, no matter how
poor his health, is excluded from the
benefits completely, or that there are
exclusions of preexisting conditions. No
one.should be ruled ineligible on the basis
of a technicality or failure to comply
with some routine regulation. Attain-
ment of this objective requires a Govern-
ment plan which excludes no one—no
matter how bad a risk. And in order
that the Government plan should, not
be left with all the bad risks while pri-

vate insurance "creams off" the better
risks, the Government plan would have
to be an exclusive plan, or at the mini-
mum, protected through carefully drawn
safeguards.

This yardstick would, of course, rule
out completely proposals which leave the
entire job to private insurance, such as
those put forth by Senator Bush and by
Congressman Bow and the sponsors of
similar bills.

In this connection, I would call at-
tention to the fact that Senator Bush,
in introducing his proposal, stated that
it was estimated that 12.2 million per-
sons "would take advantage" of the pro-
posal in 1963. There would be at least
14 y2 million people who would meet the
eligibility qualifications of his proposal
in 1963—that is, who would be 65 or over
and eligible for social security or rail-

road retirement benefits. It is hard to
conceive of anyone eligible who would

not wish to take the offer of $108 toward
the purchase of health Insurance. Does
this mean then that the other 2% mil-
lion persons would be unacceptable to
the insurance carriers? Is this what is

meant by not "taking advantage" of the
proposal?
Any proposal that collects compulsory

contributions over the working years and
leaves to the small print of a health
insurance policy the determination of
whether the individual is eligible at all

—

or for what he is eligible—is completely
unacceptable under my standards.

Third, the plan should provide a guar-
antee of specified services—a meaningful
guarantee based on assurance of pay-
ment in full for the services included.
Only in this way can the health bene-

fits be truly paid up in advance of old
age. This rules out all plans that merely
offer the meaningless promise of cash
indemnity toward unspecified, uncertain,
and constantly rising fees and charges

—

fees and charges that can, in fact, be
expected to rise ever higher since the
providers of medical services are left free

to increase their costs because of the
existence of the insurance.

It is completely unreasonable to ex-
pect the worker to pay contributions
over his working lifetime—perhaps as
long as 30 or 40 years—only to find that
the cash indemnity health insurance
policy he has been purchasing is virtu-
ally worthless when he is ready to col-

lect.

In specifying that service benefits are
an essential element of a health insur-
ance program financed through social

security, I recognize that I lay myself
open to the counterargument that the
cash benefits to be paid on retirement
after 30 or 40 years of contributions
may also be depreciated in value. I
would only point out parenthetically that
these benefits are related to wage levels

and the problem is not the same.
Fourth, social security contributions

should not be used to pay profits to pri-
vate insurance companies, thus spending
large amounts which have been collected
compulsorily without buying protection.
During 1960, commercial insurance com-
panies returned only 53 cents on benefits
for every dollar they collected for in-
dividual health policies.

The social security mechanism pro-
vides an economical method of collect-

ing contributions for health benefits on
a group basis. These contributions
should not be squandered on health in-

surance premiums, heavily weighted by
profits and overhead and determined on
an individual rather than a group basis.

These are the four criteria—the four
yardsticks—I would use in assessing the
acceptability of any proposal for health
benefits based on the principle of financ-
ing through the social security system.

I firmly believe that the social security
system is the only method through which
older people can be relieved of the bur-
den—and the fear—of rising and unpre-
dictable health costs. It is only through
our social security system that workers
can provide for themselves, as a group
and at a rate they can afford to pay,
health insurance that is paid up prior
to old age.

Fortunately, we have now reached a
point in our history where these beliefs

—

these convictions—are widely shared.
It is time now to move on to put our
principles into operation—to expand our
social security program by providing
protection against the most essential
health costs of the aged. In so doing,
let us be ever mindful of the obligations
placed upon us when we use the social
security mechanism of financing. Let
there be no dilution of our commitments
to future beneficiaries, no deviation from
our basic principles.
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PUBLIC WELFARE AMENDMENTS
OF 1962

The Senate resumed the considera-

tion of the bill (H.R. 10606) to extend

and improve the public assistance and
child welfare services programs of the

Social Security Act, and for other pur-

poses.
Mr. McNAMARA. Mr. President, the

amendment for health insurance for

the elderly now before the Senate has
been referred to as a compromise.
However, I am pleased to note that

the new proposal is in many respects

a significant improvement over the
original King-Anderson bill.

I had supported that bill as a reason-
able base on which to start building

adequate protection for our older citi-

zens against the heavy medical costs of

their later years.

With one major exception, I am even
more pleased to support this new pro-
posal.

Particularly gratfiying is that a num-
ber of the improvements bring the pro-
posal closer to my own bill —S. 65

—

which was introduce on January 4, 1961.

I say this not out of any pride of

authorship, but because S. 65 had been
carefully worked out to meet the basic

needs of the elderly and to meet some of

the arguments that have since plagued
the King-Anderson bill.

Both bills provided for health insur-

ance coverage for those eligible for social

security to be financed through social

security contributions.
However, we went further in S. 65 to

include also the several million elderly

individuals who did not have social

security protection.
The new Anderson proposal now be-

fore the Senate, I am happy to note,

would include those persons not now
eligible for social security.

This is a most significant step forward,
not only because this group includes
many of the people most in need of
health protection, but also because it

meets one of the most telling objections
to the King-Anderson bill which has
been raised by the AMA and other
opponents.

I sometimes feel that this argument,
when raised by the AMA, somehow
lacked the full ring of sincerity. Never-
theless, it was ah argument that even
many of the proponents felt was
legitimate.

As in my bill, the costs of providing
the protection for persons not eligible

through social security would be met
through general revenues. There would
be no means test.

The inclusion of the noninsured aged

is, I believe, the only way in which the

States can be relieved of the almost in-

tolerable financial burden of providing

public assistance medical care for large

numbers of needy aged persons.

Relieved of this burden, the States

should be able to move ahead rapidly

and on a sound financial basis to provide

adequate medical care for those of the

needy aged who may have medical costs

beyond those met by the new program.
Recently the Senate Special Commit-

tee on Aging received a staff report en-

titled: "Performance of the States—18

Months of Experience With the Medical
Assistance for the Aged (Kerr-Mills)

Program."
In the introduction to that report, I

stated

:

A program of hospital and related insur-

ance benefits under social security should

make it financially feasible for all the States

to implement the Kerr-Mills MAA program.
The two programs together would provide

the broad base of financial assistance that

would help assure older Americans inde-

pendence, dignity, and security in their re-

tirement.

I am pleased to see that the Anderson
amendment also incorporates provisions

like those in my bill for a separate trust

fund for the health benefits and for the

use of public agencies and nonprofit or-

ganizations for appropriate tasks.

Mr. MORSE. Mr. President, will the

Senator from Michigan yield?

Mr. McNAMARA. I yield to the Sena-
tor from Oregon.

Mr. MORSE. I should like to em-
phasize that it was the distinguished

senior Senator from Michigan who took

the lead—and many of us were pleased

and proud to support him—in propos-
ing that these funds should be set up as

a separate health trust fund, separate

and distinct from the rest of the social

security funds. I think that is a very
important improvement in the bill.

Mr. McNAMARA. I think the Sena-
tor from Oregon for his generous remark.
The new Anderson proposal before the

Senate does continue a feature of the
King-Anderson bill which is not included
in S. 65 and which I still find objection-

able.

This is the so-called deductible fea-

ture, under which the individual must
first make some basic payments for

health care provided before he is entitled

to benefits under the proposed law.

While I can appreciate the reasons
why this feature is included, I hope that
in the years ahead it will be possible

further to improve the basic program by
eliminating such features.

Mr. MORSE. Mr. President, will the
Senator from Michigan yield?

Mr. McNAMARA. I yield.

Mr. MORSE. I join with the Senator
from Michigan in his criticism of the
provision of the King-Anderson bill

which requires an initial $90 payment to

be made by the recipient. I shall offer

an amendment to the bill during the
course of the debate which will seek to
eliminate the $90 payment. I think we
ought to start to make our fight against
that provision this year. I hope that my

amendment will be adopted. In my
judgment, this provision of the bill is not
justifiable. A sound social security prin-

ciple or policy ought to be adopted in

connection with the medicare bill. I

think the total cost should be paid out of

the insurance fund, not out of the

pockets of the aged.
It is said by some persons that the $90

initial payment will not be a great handi-
cap to those who need medical care, but,

in my judgment, it will be a serious hand-
icap to thousands of persons. It will

cause many aged persons to postpone,
postpone, and postpone even getting a di-

agnosis. In my judgment, such a re-

quirement will result in great injustice

to the aged having very limited means.
I know of no really good reason why we

should not start at the beginning to put
this plan on a complete insurance basis,

with the understanding that the entire

cost, to the extent that the bill covers
health expenses, will be paid out of in-
surance funds, and not out of the
pocket of the patient.

I recognize that this is considered a
workable compromise between the un-
conscionable means test of the Kerr-
Mills Act and the desirability of having
some legislation passed at this session of
Congress. But I am always interested
in the question : What is the right thing
to do? In my judgment, the right thing
to do in this instance is to put this pro-
posal on a strict insurance basis to begin
with, and to eliminate the initial pay-
ment on the part of the patient. I shall
offer an amendment in due course of
time which will propose to do just that.
Mr. McNAMARA. I thank the Sena-

tor from Oregon.
Mr. ANDERSON. Mr. President, will

the Senator from Michigan yield?
Mr. McNAMARA. I yield.

Mr. ANDERSON. I was interested in
the closing remarks of the Senator from
Oregon about putting the proposal on a
straight insurance basis. That is pre-
cisely what was attempted. A sound in-
surance basis includes recognition of the
fact that numerous nuisance claims are
filed. It is necessary to have- a valid
claim.

For example, automobile companies
provide collision insurance. In the days
when they provided full collision insur-
ance, it became too expensive; practical-
ly no one would carry it. Therefore, the
insurance companies adopted a provision
for $50 or $100 deductible, the idea being
that if a person did not have a serious
accident or a serious involvement with
an automobile, he would not have his
car repaired. If he had full collision

insurance, he would immediately have
every dent or scratch removed, or even
replaced a damaged fender at a cost of

$60, or whatever the price might be.

The same principle of deductibility

has been carried into this bill. I do not
say it is the wisest thing in the world;
but otherwise, too many persons having
slight illness would claim benefits.

Also, this provision is similar to pro-
visions in all types of commercial insur-

ance, particulary health insurance. It

follows the provisions of the workmen's
compensation laws in every State of the
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Union, laws which require that a person
must be incapacitated for a limited num-
ber of days before he may institute a
claim.
From what little experience I have

had in the insurance business, I think
this is a good provision. It might be
desirable to suggest that people should be
paid for the first day; and there may be
possibilities that welfare funds will cover
this medium later if a change is found
to be desirable.

We must always bear in mind that we
are looking for an actuarial principle

when we provide within a reasonable fee

the amount of coverage which will be
provided. This was hastily done, but it

involved what I thought was an insur-

ance principle.

Mr. McNAMARA. Ninety dollars is

the maximum.
Mr. ANDERSON. Yes, it is the maxi-

mum. But the important point is that
we are trying to see to it that devastat-

ingly large bills do not descend . upon
those who are unable to pay them.
Today I received a letter from a woman

who said she is 45 or 48 years old, as I

recall ; but the point is that she has a son,

she is the sole support of the family, and
she has worked a lifetime to save for his

education. But just as he is about to

enter college, she has been stricken with
cancer. She says the doctors' bills not
only are using up all her funds, but they
also are making it absolutely impossible

for her son to obtain a college education.
In other words, even if the first $90 of

the bills would not do that, the remainder
would.
Mr. MORSE. Mr. President, will the

Senator from Michigan yield?

The PRESIDING OFFICER (Mr. Pell
in the chair). Does the Senator from
Michigan yield to the Senator from
Oregon?
Mr. McNAMARA. I yield.

Mr. MORSE. What I wish to say at

this point will not be directed in any
way to the amendment of the Senator
from Michigan. I desire to state that
when I offered my amendment, I wished
to discuss at some length the amendment
of the Senator from New Mexico.
However, at this time I merely state

that I do not think it is sound, in con-
nection with this matter, to make a com-
parison with the deduction made in con-
nection with automobile insurance. It is

quite different to be dealing with the
question of whether, in connection with
such a deduction, a claim for an entire

new fender is legitimate, even though
only a small dent was put in the original

fender. I think there is no comparison
between that situation and the ease of

an elderly person who should have a di-

agnosis, and perhaps has a latent cancer
or some other ailment, but simply does
not have the $90, or whatever the
amount which will be required for the
first few days in the hospital.

In this case we have an effective check:
the doctor is the check. If in a given
case the doctor finds that the patient
should receive some hospital attention,

in my judgment we should take the doc-
tor's word for it, and he should have the
authority to send the patient to the hos-
pital to get the necessary treatment; and

the patient should not have to pay the
$90 maximum amount called for in this

bill. It should be paid out of the insur-
ance fund, because we are seeking to set

up a great humanitarian program which
will provide the necessary health atten-
tion at the time when it should first be
given to the elderly person.

I have talked to a considerable number
of doctors about this matter; and Sena-
tors will be surprised to find how many
of them—a considerable number—are of

the opinion that in dealing with the
problem of the elderly who should have
some health insurance, the doctors
should be the ones to decide whether the
patient should go to the hospital for
treatment.
So the doctors will be the ones who

will provide the check; and thus it will

not be necessary to worry about possible
malingerers, as contrasted with those
who really need such attention, if we
provide, as I propose, that the check shall

be made by the doctor.
Mr. McNAMARA. Mr. President, one

provision of the new amendment, how-
ever, gives me deep concern. That is

the provision of section 1716 for an 6p-
tion to continue private health insurance
protection.

I would be remiss in my responsibility

as chairman of the Senate's Special
Committee on Aging if I let this pro-
vision pass without protest.
During the years when I have had

the privilege of serving as chairman of
this subcommittee and its predecessor

—

the Subcommittee on Problems of the
Aged and Aging, of the Senate Labor
and Public Welfare Committee—I have
had the opportunity to listen to our elder
citizens and to carefully investigate
their problems and possible solutions.

As a result, I question whether section
1716 properly protects the interests of

our aged people, as the consumers who
would purchase the private health in-
surance promoted through this option.

Personally, I oppose as unnecessary
and potentially wasteful of tax funds
any option which would go into private
profits, rather than benefits.

Without question, however, the An-
derson proposal is an improvement over
other proposals for private health in-
surance options.

It is not a free option allowing bene-
ficiaries a premium which they can apply
to any private plan, regardless of the
benefits that will be forthcoming. It is,

instead, a provision which would reim-
burse a private plan only for the benefits

covered by the Government plan which
are actually used.

The formula of reimbursing the car-
rier, in terms of costs of service, plus
reasonable administrative costs, assures
the same level of benefits for the recip-
ient. It virtually eliminates the effects

of adverse selection found in the other
proposals. This reimbursement formula
is an assurance that the trust fund dol-
lars will go primarily for benefits, not for

excessive profits and costs.

The option provision is, nevertheless,

deficient in the following respects:

First. The reimbursement to the car-
riers relieves them of the cost of the risk,

but does not assure that this relief will

result in correspondingly lower premium*
rates for the package the individual is

purchasing, or in increased benefits.

A direct reimbursement without some
form of review and regulation could re-
sult in creating a situation in which the
carriers could make high profits for sup-
plementary coverage.

Second. The tie-in of Government-fi-
nanced benefits with private health in-
surance supplementary coverage would
provide the industry with an opportunity
to "milk" the aged consumer.
The consumer, already confused by the

various diverse forms of policies, could
easily be approached for the sale of over-
priced coverage. Not realizing how
much of his risk is assumed by the Gov-
ernment plan, rather than by the insur-
ance company, he might pay premiums
far beyond the value of his supplemen-
tary coverage. The lack of Federal reg-
ulation, combined with the diverse laws
and regulations of States, would be an
almost irresistible temptation to sell

tie-in, lost-leader insurance.
Third. The option would result in pay-

ment of unnecessary administrative costs
to private carriers. Under a straight
Government plan, these administrative
costs could easily be absorbed by the so-
cial security administrative structure al-

ready in existence.

Fourth. The original King -Anderson
bill would not have prevented carriers
from selling supplementary coverage in
an open market to the recipient.

Spokesmen for the industry have ad-
mitted that under the King-Anderson
bill there is room for the expansion of

sales of supplementary coverage, and
that potentially there is an ever-increas-
ing market among the older citizens for
these sales.

The option of the new Anderson
amendment, however, would assure the
carriers a Government-approved—in-
deed, a Government-financed—sales

pitch.

My objection to the option in the An-
derson amendment, then, is primarily
because of its failure to protect the aged
consumer who might be putting his
scarce dollars into supplementary pro-
tection that would be overpriced but
would appear attractive primarily be-
cause of the Government-financed por-
tion of the package.
Let me make clear that the Anderson

option is infinitely preferable to other
options that have been proposed. It at
least protects the health insurance trust
fund, and thus the contributor, by assur-
ing that the carrier will not collect from
the Government for benefits that are
never paid.

I would suggest that the operation of

such an option be given continuous
scrutiny if it is enacted into law.
In saying that the option included in

the Anderson amendment is less objec-
tionable than other options that are
under serious consideration, let me ex-
plain through specific reference to the
Javits amendment.

I am very happy to see that the Sen-
ator from New York [Mr. Javits] is pres-
ent on the floor. I know he has given

a great deal of attention to this amend-
ment, and I am sure that any Senator
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who has had even a passing Interest in
this subject has had an opportunity to

hear from the Senator from New York
on it.

Mr. JAVTTS. Mr. President, will the
Senator yield only on a question of fact?

Mr. McNAMARA. I am happy to

yield.

'Mr. JAVTTS. I think it is fair to say

—

and the distinguished Senator from New
Mexico [Mr. Anderson] is present—that
what the Senator from Michigan called

the Anderson option contained in the
Anderson amendment is also the product
of our joint work. I wanted to make
that point factually clear.

Mr. McNAMARA I am glad the Sen-
ator from New York has joined the Sen-
ator from New Mexico in this proposal.

It makes it much better, so far as I am
concerned.
This amendment proposes the pay-

ment of a sum, up to $100, to a private
insurance carrier as partial premium on
a policy that is "guaranteed renewable,"
and which provides benefits at least

equal to the value of the benefits under
the Government plan.

This proposal is inadequate in the fol-

lowing areas:
First. The so-called guaranteed re-

newable contract is not noncancellable

—

contrary to the common public impres-
sion.

It reserves to the company the right
to increase premiums for classes of in-
sured persons, or to terminate the policy
for all who are insured.
The beneficiary, therefore, has no

guarantee that he will receive benefits
at a constant premium.
In fact, because medical costs are ris-

ing faster than other services, his bene-
fit dollar will unquestionably provide less

as time progresses.
In contrast, the social security ap-

proach assures the beneficiary benefits
in terms of service for the rest of his
life—a guarantee he can rely on with-
out fear in his remaining years.
Second. The failure to prevent indis-

criminate switching from the Govern-
ment plan to private insurance, com-
bined with the underwriting practices of
the carriers which restrict enrollments,
excludes undesirable risks and reserves
to the carrier the right to terminate the
policy, would result in an overloading
of the Government plan with bad risks.

This lack of safeguards against ad-
verse selection would defeat the economy
and low cost of the social security plan
which is based on spreading the risk
over the greatest number of people

—

good and bad risks alike—in order to
provide benefits at low cost.

Third. The option would result in pay-
ment of trust-fund dollars in profits to
a loosely regulated industry.
Regulations vary widely in each State,

and most State insurance departments
are understaffed and underpaid and gen-
erally no match for the industry.
Unlike other forms of insurance, there

is no specific rate regulation. The Javits
amendment provides for no rate control.

The Secretary, charged with responsi-
bility for proper use of social security
contributors' dollars, would be forced to

pay them out with no control over their

disposition. This is an abdication of
Federal responsibility not existent to this

date.
Fourth. The Secretary, who is power-

less to regulate rates or to bargain as do
employers—including the Federal Gov-
ernment—for the advantages of group
benefits, is compelled to pay dollars con-
tributed by the Nation's workers to car-
riers who, on an average for individual
policies, pay back little more than half
of premiums received in benefits.

Almost half of these moneys may go for
profits and costs, not benefits.

A situation like this is not tolerated
in the administration of private trust
plans. Far from fulfilling a commitment
to the needs of the aged, this would be a
gift of vast sums to insurance carriers.

Fifth. Commercial private individual
health insurance policies today provide
only limited dollar indemnities.
The beneficiary is not assured that

these dollars will buy the same benefits
next year or in the years thereafter,
nor that they will buy the same benefits
from one State to another.
The original King-Anderson bill pro-

vides coverage in terms of service, the
same for every beneficiary, no matter
where he lives.

He will know what he is getting and
if he can afford to purchase supplemen-
tary coverage.
We can wait no longer to enact the

proposed program of hospitalization and
related health benefits for the aged
through social security.
Each year that we delay means untold

hardship for millions of older people.
One in every six people 65 and over

go to the hospital each year.
But even more significantly, no one

can predict whether he will be that one
in six; all must be prepared for the
eventuality.
No one is free from the worry that

he will have a hospitalized illness, with
all the heavy medical costs that go along
with such illness.

During the past year, our Special Com-
mittee on Aging has held hearings in
more than 30 cities throughout the
length and breadth of the land, in rural
areas as well as in large cities.

No one who had the opportunity to
participate in these hearings, or who has
read the printed records, can have the
slightest doubt that the No. 1 problem
facing the older people of this country is

the problem of financing health costs
during their later years, when incomes
are at their lowest.
Our Committee on Aging has been the

source of numerous studies and reports
on the subject of the health and eco-
nomic status of the aged.

All of these, including the 7,970 pages
of State background studies for the
White House Conference on Aging which
we reprinted as a public service, make
all too clear that the financing of health
costs is an extremely serious problem
for our older people.

They provide the factual proof of the
existence and dimensions of the problem
The hearings we have held added a

new dimension to our knowledge—a per-

spective In depth. These hearings pro-
vided the voices and faces to go with
our statistics.

We hear considerable talk nowadays
of the importance of translating the
problems of aging into the challenges
of aging, of emphasizing the positive as-
pects of aging"rather than the problems.
In simple fact, how is this possible,

if our older people do not have the money
for the basic essentials of everyday
living, to say nothing of the heavy costs
of medical care? How can they partici-
pate actively in community affairs if

their lives are dominated by worry about
failing health and heavy medical bills?

We must move ahead immediately to
strengthen the economic security of our
older population by providing basic pro-
tection against health costs.

This is the No. 1 step, which holds
highest priority and urgency in our ef-
forts to translate the problems of aging
into the challenges of aging.

Mr. JAVITS. Mr. President, will the
Senator yield?

Mr. McNAMARA I am happy to
yield.

Mr. JAVITS. In the first place, let me
say I need not protest my respect and
my personal affection for the Senator
from Michigan, because he is well aware
of them. Also, I have been designated
by the Republican side to be a member
of the Subcommittee on Aging. I am
much pleased, knowing the strong feel-
ings the Senator has on medical care,
that he has taken a wait-and-see atti-

tude on the option contained in the An-
derson bill. It is with that in mind, and
not in a contentious spirit, that I would
like to call a few matters to the Senator's
attention.

I think, as the Senator views the op-
tion concept, it is very important to note
that it does not apply only to insurance
companies. I think it is important to
emphasize that fact for the country.

There are many cooperatives, many
group practice organizations, and in-
deed pension and welfare funds—per-
haps the most prominent is the Kaiser
plan—which could fit into this concept
which is called the option in the amend-
ment.
There is another point I should like

to suggest for a further study by the
Senator. It is true that we wish to pro-
vide benefits for the aged. That is the
fundamental point. It is also true, how-
ever, it is almost impossible for anybody
to protect people against themselves.
The people of whom we are speaking are
fairly intelligent, older people. It has
always been contemplated, as I have un-
derstood the bill, that there would be
some kind of supplementary coverage.
Indeed, the supplementary coverage
which is called for by the bill itself is

evidenced by the fact that the estimates
generally proceed on the assumption
that about one-third—up to not to ex-
ceed 40 percent—of the medical costs
would be covered by the King-Anderson
package. That is generally assumed to
be the case, and I think the Senator
himself has been a party to those esti-

mates.
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If there are to be supplementary ben-
efits, and if the Secretary of Health,

Education, and Welfare is to keep a
rather tight rein on this whole situa-

tion, as I am confident he will, then un-
der my amendment—even the one of

which the Senator was rather critical, to

which I will come in a minute—would it

not be a fact that if we provided sup-
plemental coverage, to be built efficient-

ly upon the basic governmental coverage

as contained in the bill, there would be

a good chance to give to the person who
seeks supplementary coverage more for

his money? That was really the essence

of the feeling of the Senator from New
Mexico [Mr. Anderson], I believe.

I say "a chance." I am not trying to

debate the Senator now, in view of the

Senator's feeling that he would like to

look into it further, with an open mind.
Rather, I suggest areas of investigation,

because the committee has a splendid

staff which I think could be very helpful

in looking into the implications of what
we seek to do in regard to the totality of

the Anderson proposal.
Mr. McNAMARA. I appreciate the

remarks of the distinguished Senator

from New York very much. I assure the

Senator that what he has said concern-

ing other organizations, as well as in-

surance companies, was included in my
definite understanding. I hope there is

nothing in what I have said which would
indicate otherwise. I am happy to find

out that we are as close together as

this. I am moving, as the Senator has

moved, considerably. Basically we are

certainly on the same side, trying to get

something done.
Mr. JAVITS. I agree that we are try-

ing to get something done. I expressed

the hope before that by the time this

question gets to the voting stage there

will be a single amendment, and that

my amendment with respect to the op-

tion will not even be pending. I am
hopeful that will occur.

There is one other thing which I

would like to bring to the attention of

the Senator.
I should like to bring to the attention

of my colleague one other fact, because

he did make some comment about it.

The amendment which I filed—we kind

of filed a "bid and asked amendment,"
to use a stock exchange term—went as

far as we could in regard to the problem,

since we did not wish to stand in the

way of the filing of the amendment
which the Senator from New Mexico
[Mr. Anderson] worked out with us.

I say to my colleague—and I am sure

he will agree, because this was in his

own bill—to my mind, aside from the

trust fund, there were two very impor-

tant points to consider.

First, there was the generalized cov-

erage for all of those who are over 65

years of age. That was in the McNa-
mara bill, as it was in my bill, from the

very start. That will be accomplished,

I am sure. I know the Senator takes

great satisfaction from that.

Mr. McNAMARA. Certainly.

Mr. JAVITS. Second, there was the
question of the option.

Even in the amendment which I filed,

in the first place, the standards for in-

surance or other coverage were to be set

by the Secretary.
In the second place, the policy was

not to be a cancellable policy. There
was to be a guaranteed renewal at the
option of the insured.
In the third place, at all times—and

I think this is important, as bearing upon
our good will in the matter, at least

—

the value of the benefits to be contained
in the coverage must be not less than
the value of the benefits to.be provided

by the King-Anderson proposal.
Finally, at no time would an older

person be without coverage. We have
provided even in our amendment—and,

as I say, I hope that will be washed out

—

that the minute the policy lapses or is

canceled for any reason, even for non-
payment of premiums, the Government
coverage will immediately take effect.

I point that out to my colleague, be-

cause I think it is fair to those of us

who have taken this position.

Finally, I should like to ask my col-,

league one other question. I assume
that his view of the option turns upon
the fulcrum of the discussions; that is,

is the option to be for a premium pay-

ment or is the option to be for a reim-

bursement of benefits actually conferred?

That goes directly to the solution .of the

so-called selectivity of risks argument,
the traditional trade union argument,

with which I know the Senator is very

familiar.
May I have the Senator's reaction?

Mr. McNAMARA. I think that is

true. My basic concern was not that

part of the question, but the fact that

the proposal involved such a potential

drain on the trust fund. The poten-

tiality of the drain on the fund on the

first proposal of the Senator from New
York was so great that I did not wish

to run the risk of that drain. That was
my primary objection.

Mr. JAVITS. I am very grateful to

my colleague for this exchange of views.

Mr. ANDERSON. Mr. President, I

call up my amendments No. "6-29-

62—A."
The PRESIDING OFFICER. The

amendments will be identified for the

information of the Senate.
The Legislative Clerk. The Senator

from New Mexico [Mr. Anderson], for

himself and other Senators, proposes

amendments to H.R. 10606 identified as

"6-29-62—A."
The amendments are as follows

:

On page 1, line 4, strike out "Public Wel-
fare Amendments of 1962" and insert in lieu

thereof "Public Welfare and Health Insur-

ance Amendments of 1962".

On page 100, line 16, strike out "II"- and
insert in lieu thereof "III".

On page 100, line 18, strike out "201" and
insert in lieu thereof "301".

On page 100, line 23, strike out "202" and
insert in lieu thereof "302".

On page 100, between lines 15 and 16, in-

sert the following

:

"TITLE II HEALTH BENEFITS

"Findings and declaration of purpose

"Sec. 200. (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 protect-

ing them against such costs, (3) many of

them are accordingly forced to apply for

private or public aid, accentuating the fi-

nancial 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 fi-

nancial burdens resulting from hospital serv-
ices 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 in-
patient hospital care, protection against the
costs of certain skilled nursing facility serv-

ices, 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 meth-
ods; to assure adequate and prompt payment
on behalf of these individuals to the pro-
viders of these services; and to do these
things in a manner consistent with the dig-
nity and self-respect of each individual,
without interfering in any way with the free
choice of physicians or other health person-
nel or facilities by the individual, and with-
out the exercise of any Federal supervision
or control over the practice of medicine by
any doctor or over the manner in which
medical services are provided by any hos-
pital; and (2) to provide such basic protec-
tion, 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 Act 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 pay-
ment 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.

"Part A.—Health insurance benefits for the
aged

"Benefits

"Sec. 201. The Social Security Act is

amended by adding after title XVTC the fol-

lowing new title:

" 'TITLE XVII HEALTH INSURANCE BENEFITS
FOR THE AGED

" 'Prohibition against interference
" 'Sec. 1701. (a) 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 pro-
vided, or over the selection, tenure, or com-
pensation of any officer or employee of any
hospital, skilled nursing facility, or home
health agency; or to exercise any super-

vision or control over the administration or

operation of any such hospital, facility, or

agency.
" '(b) Nothing contained in this title shall

be construed to preclude any State from
providing, or any individual from purchas-
ing or otherwise securing, protection

against the cost of health or medical care

services in addition to those for which pay-

ment may be made under this title.
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" 'Free choice by patient

" 'Sec. 1702. An; Individual entitled to
have payment made tinder this title for serv-
ices furnished him may obtain inpatient hos-
pital services, skilled nursing facility serv-

ices, home health services, or outpatient
hospital diagnostic services from any pro-
vider of services with which an agreement
Is in effect under this title and which under-
takes to provide him such services.

" 'Description of services

" 'Sec. 1703. For purposes of this title

—

" 'Inpatient Hospital Services

"'(a) The term "inpatient hospital serv-

ices" means the following items and services

furnished to an inpatient In a hospital and
(except as provided in paragraph (3) ) by
such hospital

—

"'(1) bed and board (subject, however, to
the limitations in section 1709 (c) and (d)

on the amount which is payable with respect
to certain accommodations),

" '(2) such nursing services and other re-

lated services, such use of hospital facilities,

and such medical social services as are cus-
tomarily furnished by such hospital for the
care and treatment of Inpatients, and such
drugs, biologicals, supplies, appliances, and
equipment, for use in such hospital, as are
customarily furnished by such hospital for
the care and treatment of Inpatients, and

"_L(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 hos-
pital or by others under such arrangements;

excluding, however

—

"'(4) medical or surgical services pro-
vided by a physician, resident, or intern, ex-
cept services provided in the field of path-
ology, radiology, physiatry, or anesthesiology,
and except services provided In the hospital
by an Intern or a resident-ln-tralnlng 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 hos-
pital In which he was an Inpatient, and (ex-

cept 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 (sub-

ject, however, to the limitations in section

1709 (cf and (d) on the amount which Is

payable with respect to certain accommoda-
tions) ,

"'(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) drugs, biologicals, supplies, appli-

ances, and equipment which are furnished
for use in such skilled nursing facility,

"'(6) medical services provided by an in-

tern or resident-in-tralning 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 patient as are generally pro-
vided 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 "home health services"

means the following items and services,
which are furnished to an individual, who
Is under the care of a physician, by a home
health agency or by others under arrange-
ments with them made by such agency, un-
der 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 regula-

tions, part-time or intermittent services of a
home health aid,

"'(5) medical supplies (other than drugs
and biologicals), and the use of medical ap-
pliances, 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) The term "outpatient hospital diag-
nostic services" means diagnostic services

—

" ' ( 1 ) which are furnished to an Individ-
ual as an outpatient by a hospital or by
others under arrangements with them made
by a hospital, and

" 'which are customarily furnished by such
hospital (or by others under such arrange-
ments) to its outpatients for the purpose of
diagnostic study;
excluding, however

—

"'(3) any Item or service If It would not
be Included under subsection (a) If fur-
nished to an Inpatient In a hospital; and

"'(4) any service 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.

" 'Drug and Biological
'" '(e) The term "drugs" and the term

"biologicals", except for purposes of subsec-
tion (c) J6) of this section, include only
such drugs and biologicals, respectively, as
are included In the United States Pharmaco-
poeia, National Formulary, New and Non-
Official Drugs, or Accepted Dental Remedies,
or are approved by the pharmacy and drug
therapeutics committee (or equivalent com-
mittee) 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 hos-
pital, 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, dis-
charges the liability of such individual or
any other person to pay for the services.

" 'Deductible; duration of services

" 'Deductible

"'Sec. 1704. (a)(1) Payment for Inpatient
hospital services furnished an Individual dur-
ing any benefit period shall be reduced by

a deduction equal to $20, or If greater, $10
multiplied by the number of days, not ex-
ceeding 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 re-
duced 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 Included In a pre-
vious such period) on which he Is entitled
to benefits under this title and on which
outpatient hospital diagnostic 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 fur-

nished to him during such period after such
services have been furnished to him for
ninety days during such period; or

" '(2) skilled nursing facility services fur-
nished to him during such period after such
services have been furnished to him for one
hundred and eighty days during such period."

Payment under this title for Inpatient hos-
pital services or skilled nursing facility serv-

ices furnished an individual during a benefit
period may also not be made for any such
services after one hundred and fifty units of
services have bee- furnished to him in such
period; and, for purposes of this sentence

—

" '(3) a "unit of service" shall be equal
to one day of inpatient hospital services or
two days of skilled nursing facility services,

and
"'(4) there shall not be counted any In-

patient hospital services furnished in a bene-
fit period for any days in excess of ninety
days or any skilled nursing facility services

furnished in a benefit period for any days in
excess of one hundred and eighty.

For purposes of tLe 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 re-

quirements of or under section 1709 (a^(l),
be made with respect to such services under
this title. Payment under this title for home
health services furnished an individual dur-
ing a calendar year may not be made for any
such services after such services have been
furnished him during two hundred and forty
visits In such year.

" 'Benefit Period
" '(c) For the purposes of this section, a

"benefit period" with respect to any indi-

vidual 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 in-

patient hospital services or skilled nursing
facility services and (B) which occurs in a
.month for which he Is entitled to health in-

surance benefits under this title, and
" '(2) ending with the last day of the first

ninety-day period thereafter during each
day of which he is neither an inpatient in

a hospital nor an inpatient In a skilled

nursing facility.
" 'Day

"
' (d) For the purposes of this section, a

"day" on or for which inpatient hospital

services or skilled nursing facility services

are furnished shall have the meaning cus-

tomarily assigned to it by the hospital or

skilled nursing facility fvrnishing such serv-

ices, but in no event shall It be less than
twenty-four hours (except the day on which
such individual Is admitted to, or discharged

from, such hospital or such skilled nursing
facility)

.
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" 'Entitlement to benefits

" 'Sec. 1705. (a) Every individual who—
" '(1) has attained the age sixty-five, and
" '(2) is entitled to monthly insurance

benefits under section 202.

shall be entitled to health insurance benefits

for each month for which he is entitled to

such benefits under section 202, beginning
with the first month with respect to which
he meets the conditions specified in para-
graphs (1) and (2). Notwithstanding the
preceding provisions of this subsection, no
payments may be made under this title for

inpatient hospital services, outpatient hos-
pital diagnostic services, or home health
services furnished an individual prior to

January 1, 1964, or for skilled nursing facil-

ity services furnished him prior to July 1,

1964.
" '(b) For the purposes of this section

—

" '
( 1 ) entitlement of an individual to

health 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 nurs-

ing facility services, home health services,

and outpatient hospital diagnostic services

furnished him in the United States (as de-

fined in section 210(1) ) during such month;
and

"'(2) an individual shall be deemed en-

titled to monthly insurance benefits under
section 202 for the month in which he died

if he would have been entitled to such bene-
fits for such month had he died in the next
month.

" 'Definitions of providers of services

" 'Sec. 1706. For purposes of this title

—

" 'Hospital

"'(a) The term "hospital" (except for

purposes of section 1704(c)(2), section

1709(f), paragraph (6) of this subsection,

and so much of section 1703(b) as precedes
paragraph (1) thereof) means an institu-

tion which

—

"'(1) is primarily engaged in providing,

by or under the supervision of physicians or

surgeons, to inpatients (A) diagnostic serv-

ices and therapeutic services for surgical or

medical diagnosis, treatment, and care of

injured, disabled, or sick persons, or (B) re-

habilitation 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) ih 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 re-

sponsible for licensing hospitals, as meeting
the standards established for such licensing,

and
" '(7) meet such other of the requirements

prescribed for the accreditation of hospitals
by the Joint Commission on the Accredita-
tion of Hospitals, as the Secretary finds nec-
essary in the interest of the health and
safety of individuals who are furnished serv-

ices by or in the institution.

For purposes of section 1704(c> (2), such
term includes any institution which meets
the requirements of paragraph (1) of this
subsection. For purposes of section 1709(f)
(including determination of whether an in-

dividual received inpatient hospital serv-
ices for purposes of such section 1709(f)),
and so much of section 1703(b) as precedes
paragraph (1) thereof, such term includes

any institution which meets the require-
ments 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 sec-
tion 1704(c) (2), include any institution
which is primarily for the care and treat-
ment of tuberculosis or mentally ill patients.

" 'Skilled Nursing Facility

"'(b) The term "skilled nursing facility"

means (except for purposes of section
1704(c) (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 sec-

tion 1710 and which

—

" '
( 1 ) is primarily engaged in providing to

inpatients (A) skilled nursing care and re-

lated services for patients who require
planned medical or nursing care or (B) re-
habilitation services,

"'(2) has policies, which are established
by a group of professional personnel (asso-
ciated with the facility), including one or
more physicians and one or more registered
fessional nurse, or a medical staff responsible
nursing care and related medical or other
services it provides and which include a re-
quirement that every patient must be under
the care of a physician,

"'(3) has a physician, a registered pro-
fessional nurse, or a medical staff responsible
for the execution of such policies,

" '(4) maintains clinical records of all pa-
tients,

"'(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 con-
trol,

" '(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 institu-
tions of this nature, as meeting standards
established for such licensing; and

" '(8) meets such other conditions of par-
ticipation under this section as the Secre-
tary 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 1704(c)(2)) include
any institution which is primarily for the
care and treatment of tuberculosis or men-
tally ill patients. For purposes of section
1704(c) (2), such term includes any institu-
tion which meets the requirements of para-
graph (1) of this subsection.

" 'Home Health Agency

"'(c) The term "home health agency"
means an agency which

—

" '
( 1 ) is a public agency, or a private non-

profit organization exempt from Federal in-
come taxation under section 501 of the In-
ternal 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 one or more physi-
cians and one or more registered profes-
sional nurses, to govern the service (referred
to in paragraph (2) ) which it provides,

" '(4) maintains clinical records on all pa-
tients,

" ' (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 ap-
proved, by the agency of such State respon-
sible for licensing agencies of this nature, as
meeting standards established for such li-

censing, and

" '(6) meets such other conditions of par-
ticipation as the Secretary may find neces-
sary In the Interest of the health and safety
of individuals who are furnished services by
such agency;

except that such terms shall not include
any agency which is primarily for the care
and treatment of tuberculosis or mentally ill

patients.
" 'Physician

" '(d) The term "physician" means an in-
dividual (including a physician within the
meaning of section 1101(a)(7)) legally au-
thorized to practice surgery or medicine by
the State in which he performs the func-
tions referred to in this title.

" 'Utilization Review
" '(e) A utilization review plan of a hospi-

tal shall be deemed sufficient if it is appli-
cable to services furnished by the institu-
tion 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 profes-
sional 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 par-
ticipation of 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 fur-
nished to such individuals during a continu-
ous period, as of the twenty-first day, and
as of such subsequent days as may be speci-

fied 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 in-
stitution, the individual, and his attend-
ing physician of any decision of the physi-
cian members of such committee or group
that any further stay therein is not medi-
cally 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 reason or reasons as may be
included in regulations, it is impracticable
for the institution to have a properly func-
tioning 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 fa-

cility 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 reason-
able assurance that

—

" '
( 1 ) the facility will be operated under

standards, 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 proce-

dures for the dispensing and administering

of drugs and biologicals,

which are developed Jointly by or are agreed

to by the two institutions;
"'(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 ex-
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tent 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 Inter-

vals) 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 that further
skilled nursing facility services are not med-
ically necessary.

" 'Use of State agencies and other organisa-
tions to develop conditions of participation

for providers of service

" 'Sec. 1707. In carrying out his functions,

relating to determination of conditions of

participation by providers of services, under
section 1706(a)(7). section 1706(b)(8), or
section 1706(c)(6), the Secretary shall con-
sult with the Health Insurance Benefits Ad-
visory Council established by section 1712,

appropriate State agencies, and recognized

national listing or accrediting bodies. Such
conditions prescribed under any of such sec-

tions 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 sec-

tion 1706(a) (7) ) higber requirements for

such State than for other States.

" 'Use of State agencies and other organiza-
tions to determine compliance by providers

of services with conditions of participation

" 'Sec. 1708. (a) The Secretary may, pur-
suant to agreement, utilize the services of

State health agencies or other appropriate
State agencies for the purpose* of ( 1 ) deter-
mining whether an institution is a hospital
or skilled nursing facility, or whether an
agency is a home health agency, or (2) pro-
viding 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 main-
tain fiscal records necessary for purposes of
this title, and (C) to provide information
which may be necessary to permit determina-
tion under this title as to whether payments
are due and the amounts thereof. To the
extent that the Secretary finds it appropri-
ate, 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 pay-
ments on account of overpayments or un-
derpayments previously made), for the rea-
sonable cost of performing the functions
specified in the first sentence of this subsec-
tion, and for the fair share of the costs at-
tributable to the planning and other efforts

directed toward coordination of activities in
carrying out its agreement and other activi-

ties related to the provision of services simi-
lar 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 1706(a) (except paragraph (5)
thereof) If such institution is accredited as
a hospital by the Joint Commission on the
Accreditation of Hospitals. If such Commis-'
slon hereafter required a utilization review
plan, or imposes another requirement which
serves substantially the same purpose, as a
condition for accreditation of a hospital, the
Secretary Is authorized to find that all insti-

tutions so accredited by the Commission
comply also with section 1706(a)(5).

" '(2) If the Secretary finds that accredi-
tation of an Institution by a national ac-

creditation body, other than the Joint Com-
mission on the Accreditation of Hospitals,
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 finding.

" 'Conditions of and limitations on payment
for services

" 'Requirement of Requests and
Certifications

" 'Sec. 1709. (a) Except as provided In sub-
section (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 in-

dividual except In cases in which the Secre-
tary 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 In-
patient 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 nurs-
ing care on a continuing basis for any of the
conditions with respect to which he was re-

ceiving 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 fur-
nishing 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 serv-
ices, there was not In effect, at the time of
admission of such individual to the hopsital,
a decision under section 1710(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 contin-
uous period, a finding has not been made
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 devel-
oped such principles) In computing the
amount of payment, to be made by persons
other than the recipients of services, to pro-
viders of services on account of services
furnished to such recipients by such pro-
viders. Such regulations may provide for
payment on a per diem, per unit, per capita,

or other basis, may provide for using differ-

ent 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 fur-
nished as part of Inpatient hospital services
or skilled nursing facility services is In ac-
commodations 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 fur-
nished 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 re-

quest, 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 pay-
ment under this title may be made.
" '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 accommo-
dations other than, but not more expensive
than, two-, three-, or four-bed accommoda-
tions and the use of such other accommoda-
tions rather than two-, three-, or four-bed
accommodations was neither at the request
of the patient nor for a reason which the Sec-
retary determines is consistent with the pur-
poses of this title, the amount of the pay-
ment 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 6uch services in
two-, three-, or four-bed accommodations
and the charge customarily made by it for
such services in the accommodations fur-
nished.
" '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 serv-
ices, except a provider of services which the
Secretary determines, in accordance with
regulations, is providing services to the pub-
lic generally as a community institution or
egency; 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.
" 'Payment for Emergency Inpatient Hos-

pital Services
" '(f) Payments shall also be made to any

hospital for inpatient hospital services or
outpatient hospital diagnostic services fur-

nished, by the hospital or under arrange-
ments (as defined in section 1703(e)) with
It, to an individual entitled to health lnsur-
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ance 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 Secre-
tary would be required to make such pay-
ment If the hospital had such an agreement
in effect and otherwise met the conditions
of payment hereunder. Such payment shall
be made only in amounts determined as pro-
vided in subsection (b) and then only if

such hospital agrees to comply, with respect
to the emergency services provided, with
the provisions of section 1710(a).
" 'Payment for Services Prior to Notification

of Noneligiblllty

"'(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 provided of serv-
ices, 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 en-
titlement, and has acted reasonably In as-

suming entitlement existed.

" 'Agreements with providers of services

" 'Sec. 1710. (a) Any provider of services

shall be eligible for payments under this

title If it files with the Secretary an agree-
ment 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 provi-
sions of section 1709(g)), and to make
adequate provision for return (or other dis-

position, in accordance with regulations) of
any moneys incorrectly collected from such
individual or other person, except that such
provider of services may charge such indi-
vidual or other person the amount of any
deduction imposed pursuant to section
1704(a) 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 ex-
pensive than the items or services with re-

spect 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 pay-
ment 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 regu-
lations, except that the time such agreement
is thereby required by the Secretary to con-
tinue 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 serv-

ices 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 regula-
tions thereunder, or (B) that such provider
no longer substantially meets the applicable
provisions of section 1706, 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 exam-
ination of its fiscal and other records by or
on behalf of the Secretary as may be neces-
sary 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 hos-
pital 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 ef-
fective date, with respect to such services
furnished to such individual after the cal-
endar year in which such termination Is ef-
fective, and

"'(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 repre-
sented by an individual, association, or or-
ganization authorized by such provider or
providers of services to act on their behalf
in negotiating with respect to their partici-
pation under this title and the terms, meth-
ods, and amounts of payments for serv-
ices 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 re-
moved and there "is reasonable assurance
that it will not recur.

"'(e) If the Secretary finds that timely
review in accordance with section 1706(e)
of long-stay cases in a hospital or skilled
nursing facility is not being made with rea-
sonable regularity, he may, in lieu of ter-
minating 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 In-

patient 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 effective-

ness shall be rescinded when the Secretary
finds that the reason therefor has been re-

moved and there is reasonable assurance
that it will not recur.

" 'Payment to providers of services

" 'Sec. 1711. The Secretary shall period-
ically determine the amount which should
be paid to each provider of services under
this title with respect to the services fur-
nished by it, and the provider shall be paid,

at such time or times as the Secretary be-
lieves appropriate and prior to audit or set-
tlement by the General Accounting Office,

from the Federal Health Insurance Trust
Fund the amounts so determined; except
that such amounts may be reduced or in-
creased, 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 the

amount which should have been paid to It
for such period.

'Health Insurance Benefits Advisory
Council

" 'Sec. 1712. 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 Health Insur-
ance Benefits Advisory Council which shall
consist of fourteen 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 four of the ap-
pointed members shall be persons who are
outstanding In the fields pertaining to hos-
pitals and health activities. Each appointed
member shall hold office for a term of four
years, except that any member appointed to
fill a vacancy occurring prior to the expira-
tion of the term for which his predecessor
was appointed shall be appointed for the re-
mainder of such term, and except that the
terms of office of the members first taking
office shall expire, as designated by the Sec-
retary at the time of appointment, three at
the end of the first year, four at the end of
the second year, three at the end of the
third year, and four at the end of the fourth
year after the date of appointment. An
appointed member shall not be eligible to
serve continuously for more than two terms.
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 mem-
bers 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 Ad-
visory Council or of such a committee, or
committees, shall receive compensation at
rates fixed by the Secretary, but not exceed-
ing $100 per day, and while so serving away
from their homes or regular places of busi-
ness they may be allowed travel expenses,
Including per diem in lieu of subsistence,
as authorized by section 5 of the Adminis-
trative Expenses Act of 1946 (5 TJ.S.C. 73b-2)
for persons In the Government service em-
ployed intermittently. The Advisory Coun-
cil shall meet as frequently as the Secretary
deems necessary. Upon request of four or
more members, it shall be the duty of the
Secretary to call a meeting of the Advisory
Council.

" 'Review of determinations
" 'Sec. 1713. Any individual dissatisfied

with any determination made by the Secre-
tary that he is not entitled to health insur-
ance 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. 1714. (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 out-
patient hospital diagnostic services, fur-

nished 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 serv-

ices 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
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" '(2) any payment has been made under
section 1709(g) to a provider of services for

services furnished an Individual,

proper adjustments snail be made, under
regulations prescribed by the Secretary, by
decreasing subsequent payments

—

"'(3) to which such individual Is entitled

under title II, or
" 4

(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-em-

ployment Income which were the basis of
benefits of such deceased Individual under
such title.

" * (c) There shall be no adjustment as pro-

vided In subsection (b) (nor shall there be
recovery) In any case where the incorrect
payment has been made (including pay-
ments under section 1709(g)) for services

furnished to an individual who is without
fault and where such adjustment (or recov-
ery) would defeat the purposes of title II

or would be against equity and good con-
science.

" '(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 6uch
amount Is waived under subsection (c) or
where adjustment under subsection (b) is

not completed prior to the death of all per-
sons against whose benefits such adjustment
Is authorized.
" 'Use of private organizations to facilitate

payment to providers of service

" 'Sec. 1715. (a) The Secretary is author-
ized 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
1711 on behalf of such providers, providing
for the determination by such organization
(subject to such review by the Secretary as

may be provided for in the agreement) of
the amount of payments required pursuant
to this title to be made to such providers,
and for making such payments. The Secre-
tary shall not enter Into an agreement with
any organisation under this section unless
he finds it consistent with effective and effi-

cient administration of this title.

" '(b) To the extent that the Secretary
finds that performance of any of the follow-
ing functions by an organization with which
he has entered Into an agreement under sub-
section (a) will be advantageous and will pro-
mote 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 organiza-
tions)

—

" '(1) serve as a center for, and communi-
cate to providers, any information or In-
structions 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
provider as may be necessary to insure that
proper payments are made under this title;

"'(3) assist in the application of safe-
guards against unnecessary utilization of
services furnished by providers to Individuals
entitled to have payment made under sec-
tion 1711;

'•'(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 organiza-
tion 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 sub-
section (a) and shall provide for payment
of the reasonable cost of administration of
the organization as determined by the Sec-
retary to be necessary and proper for carry-

ing out the functions covered by the agree-

ment.
'"(d) If the designation of an organiza-

tion 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, with-
draw his designation to receive payments
through such organization and any provider

who has not designated an organization may
elect to receive payments from an organiza-
tion which has entered into agreement with
the Secretary under this section, if the Sec-
retary 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 regula-
tions, 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 he finds, after
reasonable notice and opportunity for hear-
ing to the organization, that (A) the organi-
zation 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 subsection 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 Health Insurance Trust Fund.

"'(g) (1) No Individual designated pur-
suant 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 de-
fraud 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 beneficiaries to continue private

health insurance protection
" 'Sec. 1716. (a) In lieu of paying a pro-

vider of services under an agreement under
this title, payments may be made to an
eligible carrier under an approved plan with
respect to services which are furnished by
such provider of services to any Individual
entitled to health Insurance benefits (here-
inafter in this section referred to as an
"eligible individual") and for which pay-
ment would otherwise be made under the
preceding provisions of this title (herein-
after In this section referred to as "reim-
bursable health services") , if such individual
elects to have payment for such services
made to such carrier.

" '(b) (1) An Individual may make an elec-
tion under subsection (a) with respect to the
plan of an eligible carrier only if he was
covered by a plan of such carrier (or an
affiliate thereof), providing or paying for the
costs of inpatient hospital services, skilled
nursing facility services, home health serv-
ices, and outpatient hospital diagnostic serv-
ices which are subject to no greater limita-
tions and deductibles than are provided In
section 1704, and providing or paying for the
costs of some additional health services, con-
tinuously during whichever of the following
periods is the shorter

—

*"(A) a period of not less than five yeara
ending with the close of the month In which
such Individual becomes entitled, to health
Insurance benefits, or

"'(B)(1) if the month In which such in-

dividual becomes entitled to health insur-
ance benefits is January, February, or March
of 1964, a period of not less than ninety days
ending with the close of the month before
such month, or (il) if the month In which
he becomes so entitled is April 1964 or a
subsequent month, the period beginning
January 1, 1964, and ending with the close

of the month before such month in which
he becomes so entitled.

" "(2) An election may be made under sub-
section (a) in such manner and within such
period after an Individual becomes entitled
to health Insurance benefits, but In no event
more than three months after the month in
which he becomes so entitled, as the Sec-
retary may prescribe; and an Individual shall

be permitted only one such election. An
election so made may be revoked at such
time or times and in such manner as may
be so prescribed.

"'(c) To be approved with respect to any
eligible Individual, a plan must

—

"'(1) Include (A) provision of all reim-
bursable health services or payment to pro-
viders of services for the cost of all reim-
bursable health services furnished by them
(as provided in subsection (d) (3) ) , and (B)
provision of or payment for the cost of some
additional health services; and

"'(2) provide for adequate notice to the
Secretary and to such individual of ter-
mination of such individual's coverage un-
der such plan.

"'(d) A carrier shall be eligible for pur-
poses of this section if it

—

"'(1)(A) is exempt from Income tax un-
der section 501(c) of the Internal Revenue
Code of 1954, and is licensed in the State
with respect to which It requests approval
hereunder to provide or pay for the costs of
reimbursable health services, or

" '(B)(1) is licensed In the fifty States
and the District of Columbia to issue health
Insurance and, in the most recent year for
which data are available, has made health
insurance benefit payments aggregating at
least 1 percent of all such payments In the
fifty States and the District of Columbia,
or (11) Is determined by the Secretary to be
national in scope, or

" '(C) Is licensed to issue health Insurance
In the State with respect to which it requests
approval hereunder and, in the most re-
cent year for which data are available, has
made health insurance benefit payments ag-
gregating at least 10 percent of such pay-
ments in such State, or

"'(D) In the case of a carrier which Is

not included in subparagraph (A), (B), or
(C), is licensed to issue group health in-
surance in the State with respect to which
it requests approval hereunder (but in such
case it shall be eligible only with respect
to such group health Insurance )

;

"'(2) agrees to provide the Secretary, on
request, such reports as may reasonably be
necessary to enable him to determine the
amounts due, under any plan with respect
to which an election has been made under
this section, on account of reimbursable
health services and the administrative ex-
penses of the carrier in connection therewith,
and to permit such access by the Secretary
to the records on which such reports are

based as may be necessary to enable him
to determine the accuracy of such reports;

and
"'(3) agrees to make payments for reim-

bursable health services to providers of serv-

ices in the same amounts, under the same
conditions, and subject to the same limita-

tions as are applicable in the case of such
services for which payments are made under
the preceding sections of this title.
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"'(e) An eligible carrier shall be paid
from time to time amounts equal to the
payments made or the costs of services pro-
vided by it under approved plans for reim-
bursable health services and, In addition,

such amounts as the Secretary finds to be
the administrative costs of such carrier

reasonably necessary to the provision of or

payment for the cost of reimbursable
health services under an approved plan for

eligible individuals.

" 'Regulations

" 'Sec. 1717. When used In this title, the
term "regulations" means, unless the con-
text otherwise requires, regulations pre-

scribed by the Secretary.

" 'Application of certain provisions of title II

" 'Sec. 1718. The provisions of sections

206, 208, and 216(J), and of subjections (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 re-

spect to title II.

" 'Designation of organization or publica-
tion by name

" 'Sec. 1719. Designation in this title, by
name, of any nongovernmental organiza-
tion or publication shall not be affected by
change of name of such organization or

publication, and shall apply to any succes-

sor organization or publication which the
Secretary finds serves the purpose for which
such designation is made.'

"Federal Health Insurance Trust Fund
"Sec. 202. (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 sub-
section (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
Health Insurance Trust Fund". The Fed-
eral Health Insurance Trust Fund shall con-
sist of such amounts as may be appropri-
ated to, or deposited in, such fund as pro-

vied in this section. There is hereby
appropriated to the Federal Health Insur-
ance Trust Fund for the fiscal year ending
June 30, 1963, and for each fiscal year there-

after, out of any moneys in the Treasury not
otherwise appropriated, amounts equivalent
to 100 per centum of

—

"'(1)(A) 0.18 of 1 per centum of the
wages (as defined in section 3121 of the In-
ternal Revenue Code of 1954) paid after De-
cember 31, 1962, and before January 1, 1964,

and reported to the Secretary of the Treas-
ury or his delegate pursuant to subtitle F of

the Internal Revenue Code of 1954, which
wages shall be certified by the Secretary of

Health, Education, and Welfare on the basis

of the records of wages established and
maintained by such Secretary in accordance
with such reports; and
"'(B) 0.68 of 1 per centum of the wages

(as defined in section 3121 of the Internal
Revenue Code of 1954) paid after Decem-
ber 31, 1963, and reported to the Secretary
of the Treasury or his delegate pursuant to
subtitle F of the Internal Revenue Code of

1954, which wages shall be certified by the
Secretary of Health, Education, and Welfare
on the basis of the records of wages estab-
lished and maintained by such Secretary in

accordance with such reports; and
"'(2) (A) 0.135 of 1 per centum of the

amount of self-employment income (as de-
fined in section 1402 of the Internal Rev-
enue Code of 1954) reported to the Secre-
tary of the Treasury or his delegate on tax
returns under subtitle F of the Internal Rev-
enue Code of 1954 for any taxable year be-
ginning after December 31, 1962, and be-
fore January 1, 1964, which self-employment
income shall be certified by the Secretary
of Health, Education, and Welfare on the
basis of the records of self-employment in-

come established and maintained by the
Secretary of Health, Education, and Wel-
fare in accordance with such returns; and

" '(B) 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 un-
der subtitle F of the Internal Revenue Code
of 1954 for any taxable year beginning after
December 31, 1963, 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 Secre-
tary of Health, Education, and Welfare in
accordance with such returns.'

"(b) 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 Health Insurance Trust Fund'.

"(c) Paragraph (1) of the subsection of
such section 201 herein redesignated as sub-
section (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 XVII'.
"(d) 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 subsec-
tion (c) '.

"(e) 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 until title XVII shall be made only
from the Federal Health Insurance Trust
Fund.'

"(f) Section 218(h)(1) of such Act is

amended by striking out 'and (b)(1)' and
inserting in lieu thereof ', (b)(1), and (c)

(I)'-

"(g) 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
Health 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.

"(h) Section 1106(b) of such Act Is

amended by striking out 'and the Federal
Disability Insurance Trust Fund' and in-
serting in lieu thereof ', the Federal Dis-
ability Insurance Trust Fund, and the
Federal Health Insurance Trust Fund'.

"Increase in Earnings Base

"Definition of wages

"Sec 203. (a)(1) Paragraph (3) of section
209(a) of the Social Security Act is amended
by inserting 'and prior to 1963' after '1958'.

"(2) Such section 209(a) is further
amended by adding at the end thereof the
following new paragraph:

"'(4) That part of remuneration which,
after remuneration (other than remunera-
tion referred to in the succeeding subsec-
tions of this section) equal to $5,200 with
respect to employment has been paid to an
individual during any calendar year after
1962, is paid to such individual during such
calendar year;'.

"Definition of self-employment income

"(b)(1) Subparagraph (C) of section 211
(b)(1) of such Act is amended by inserting
'and prior to 1963' after '1958'; and by strik-

ing out '; or' and inserting in lieu thereof
'; and'.

"(2) Such section 211(b)(1) is further
amended by adding at the end thereof the
following new subparagraph:

"'(D) For any taxable year ending after
1962, (1) $5,200, minus (11) the amount of
wages paid to such individual during the
taxable year; or'.

"Definitions of quarter and quarter of
coverage

"(c)(1) Clause (11) of section 213(a) (2j
of such Act is amended by striking out '1958'

and inserting in lieu thereof '1958 and before
1963, or $5,200 in the case of a calendar year
after 1962'.

"(2) Clause (ill) of section 213(a)(2) of
such Act is amended by striking out '1958'

and inserting in lieu thereof '1958 and before
1963, or $5,200 in the case of a taxable year
ending after 1962'.

"Table for determining primary insurance
amount

"(d)(1) The table in section 215(a) of
such Act is amended by striking out all the
figures in columns II, III, IV, and V be-
ginning with the line which reads

"'105.50 102.30 315 319 109 254.00'
and down through the line which reads

" '399 400 127 254.00'
and inserting in lieu thereof the following:

'101.50 102.30 315 319 109 255.20
102.40 103.20 320 323 110 258.40
103.30 104.20 324 328 111 262.40
104.30 105.10 329 333 112 266.40
105.20 106.00 334 337 113 268.00
106.10 107.00 338 342 114 268.00
107.10 107.90 343 347 115 268.00
108.00 108.50 348 351 116 268.00

352 356 117 268.00
357 361 118 268.00
362 365 119 268.00
366 370 120 268.00
371 375 121 268.00
376 379 122 268.00
380 384 123 268.00
385 389 124 268.00
390 393 125 268'00

394 398 126 268.00
399 403 127 268.00
404 407 128 268.00
408 412 129 268.00
413 417 130 268.00
418 421 131 268.00
422 426 132 268.00
427 431 133 268.00
432 433 134 268.00'

"(2) The amendment made by paragraph
(1) shall be applicable with respect to
monthly insurance benefits under title II of
such Act for months after December 1962
and with respect to lump-sum death pay-
ments in the case of deaths after December
1962.

"Average monthly wage
"(e) Paragraph (1) of section 215(e) of

such Act is amended by striking out 'and
the excess over $4,800 in the 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 be-
fore 1963, and the excess over $5,200 in the
case of a calendar year after 1962'.

"Technical Amendments
"Suspension in case of aliens

"Sec. 204. (a) Subsection (t) of section
202 of such Act is amended by adding at
the end thereof the following new para-
graph:

"'(9) No payments shall be made under
title XVI with respect to services furnished
to an individual in any month for which the
prohibition in paragraph (1) against pay-
ment 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
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Individual Is entitled to health Insurance
benefits under title XVTI 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 of the Federal

Disability Insurance Trust Fund* and in-

serting in lieu thereof ', of the Federal Dis-

ability Insurance Trust Fund, and of the

Federal Health Insurance Trust Fund*. Such
subsection Is further amended by Inserting

before the period at the end thereof 'and

the health insurance benefits program'.
"(2) Subsection (d) of such section is

amended by striking out 'and the Federal

Disability Insurance Trust Fund' and in-

serting in lieu thereof ', the Federal Dis-

ability Insurance Trust Fund, and the Fed-
eral Health 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 health Insurance benefits

program, the adequacy of benefits under the

program, and all other aspects of the

program*.

"Part B—Amendments to the Internal
Revenue Code of 1954

"Changes in Tax Schedules

"Self-employment Income tax

"Sec. 211. (a) Section 1401 of the Internal

Revenue Code of 1954 (relating to the rate

of tax on self-employment income) is amend-
ed to read as follows

:

" 'Sec. 1401. Rate of Tax.
" in addition to other taxes, there shall be

Imposed for each taxable year, on the self-

employment income of every Individual, a

tax as follows

—

"'(1) In the case of any taxable year be-

ginning after December 31, 1962, and before

January 1, 1964, the tax shall be equal to

5.4 percent of the amount of the self-em-
ployment Income for such taxable year;
" '(2) In the case of any taxable year be-

ginning after December 31, 1963, and before

January 1, 1966, the tax shall be equal to

5.8 percent of the amount of the self-em-

ployment Income for such taxable year;

"'(3) In the case of any taxable year be-
ginning after December 31, 1965, and before

January 1, 1968, the tax shall be equal to
6.6 percent of the amount of the self-em-
ployment Income for such taxable year; and

" "(4) In the case of any taxable year be-
ginning after December 31, 1967, the tax
shall be equal to 7.3 percent of the amount
of the self-employment Income for such tax-
able year.*

"Tax on employees

"(b) Section 3101 of such Code (relating

to rate of tax -on employees under the Fed-
eral Insurance Contributions Act) Is

amended to read as follows:

" 'Sec. 3101. Rate op Tax.
" 'In addition to other taxes, there is

hereby imposed on the income of every Indi-
vidual a tax equal to the following percent-
ages of the "wages (as defined in section 3121
(a) ) received by him with respect to employ-
ment (as defined in section 3121(b))—

" '
( 1 ) with respect to wages received dur-

ing the calendar year 1963, the rate shall be
3% percent;

"'(2) with respect to wages received dur-
ing the calendar years 1964 and 1965, the rate
shall be 3% percent;

" ' (3 ) with respect to wages reeclved dur-
ing the calendar years 1966 and 1967, the rate
shall be 4% percent; and

"'(4) with respect to wages received after
December SI, 1967, the rate shall be 4%
percent.'

"Tax on employers

"(c) Section 3111 of such Code (relating

to Tate of tax on employers under "the Fed-
eral Insurance Contributions Act) la

amended to read as follows

:

" 'Sec. 3111. Rate op Tax.
" 'In addition to other taxes, there Is here-

by 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))
paid by him with respect to employment (as

defined in section 3121(b) )
—

" '
( 1 ) with respect to wages paid during

the calendar year 1963, the rate shall be 3%
percent;

"'(2) with respect to wages paid during
the calendar years 1964 and 1965, the rate
shall be 3% percent;

"'(3) with respect to wages paid during
the calendar years 1966 and 1967, the rate

shall be 4% percent; and
"'(4) with respect to wages paid after

December 31, 1967, the rate shall be 4%
percent.'

"Effective dates

"(d) The amendment made by subsection
(a) shall apply with respect to taxable years
beginning after December 31, 1962. The
amendments made by subsections (b) and
(c) shall apply with respect to remunera-
tion paid after December 31, 1962.

"Increase In Tax Base

"Definition of self-employment income

"Sec. 212. (a) (1) Subparagraph (C) of sec-

tion 1402(b)(1) of the Internal Revenue
Code of 1954 is amended by. adding 'and be-
fore 1963' after '1958'; and by striking out
'or' and inserting in lieu thereof 'and'.

"(2) Such section 1402(b)(1) is further
amended by adding at the end thereof the
following new subparagraph

:

"-'(D) for any taxable year ending after

1962, (i) $5,200, minus (ii) the amount of

the wages paid to such individual during the
taxable year; or'.

"Definition of wages

"(b) Section 3121(a)(1) of such Code is

amended by striking out '$4,800' wherever it

appears and inserting In lieu thereof *$5,200\

'Federal service

"(c) Section 3122 of such Code is amended
by striking out '$4300' and inserting in lieu

thereof '$5,200*.

"Returns In the case of governmental
employees In Guam and American Samoa
"(d) Section 3125 of such Code Is amended

by striking out "$4,800* wherever it appears
and inserting rn lieu thereof '$5,200'.

"Special refunds of employment taxes

"(e)(1) Section 6413(c)(1) of such Code
is amended

—

"(A) by inserting 'and prior to the calen-

dar year 1963' after 'the calendar year 1958';

"(B) by inserting 'or (C) during any cal-

endar year after the calendar year 1962, the
wages received by him during such year ex-
ceed. $5,200,' after 'exceed $4,800,'; and

"(C) by Inserting before the period at the
end thereof 'and before 1963, or which ex-
ceeds the tax with respect to the first $5,200
of such wages received In such calendar year
after 1962'.

"(2) Section 6413(c) (2) (A) of such Code
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, or 1962, or $5,200 for any
calendar year after 1962'.

"Effective date

"(f) The amendments made by subsec-
tions (b), (c), and (d) shall be applicable
with respect to remuneration paid after
1962.

"Technical Amendment
"Sec. 213. Section 3121(1) <6) of the In-

ternal Revenue Code of 1954 Irs 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 Health Insur-
ance Trust Fund, -

. Tbe amendment made
by this section shall be effective January 1,

1963.

"Part C—Railroad Retirement Amendments
"Health Insurance Benefits for the Aged
"Sec. 221. (a) The Railroad Retirement

Act of 1937 Is amended by adding after sec-
tion 20 of such Act the following new sec-

tion:

" 'Health Insurance Benefits for the Aged
" "Sec. 21. (a) For the purposes of this

section, and subject to the conditions here-
inafter 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 health insurance benefits con-
sisting of inpatient hospital services, skilled

nursing facility services, home health services,

and outpatient hospital diagnostic services

within the meaning of title XVH of the
Social Security Act as the Secretary of
Health, Education, and Welfare has under
such title XVH 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 XVII of
the Social Security Act applies and this sec-

tion shall be administered by the Board as

if the provisions of such title XVH were ap-
plicable, references to the Secretary of
Health, Education, and Welfare were to the
Board, references to the Federal Social In-
surance 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 1707 and 1712 of such title XVH
were not included In such title. For pur-
poses of section 11, a determination with
respect .to the rights of an individual under
tills 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

—

" 'iA) has attained age sixty-five and
,"'(B) (1) is entitled to an annuity, or (ii)

would he 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 "(ill) 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 calculat-
ing the amount of an annuity of such em-
ployee 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 serv-
ices herein provided for shall be made from
the Railroad Retirement Account (In ac-
cordance with, and subject to, the condi-
tions applicable under section 10(b) In mak-
ing payment of other benefits) to the hos-
pital, skilled nursing facility, or home health
agency prodding such services, including
such servlcesfjbrovided In Canada to' individ-
uals to whom this subsection applies but
only to the extent that the amount of pay-
ments for services otherwise hereunder pro-
vided for aa individual exceeds the amount
payable for like services provided pursuant
to the lav to effect in the place in Canada
where such services are furnished.
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"'(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 XVn of the

Social Security Act, and no Individual shall

be entitled to have payment made under
both this section and such title XVII for

more than ninety days of inpatient hospital

services or more than one rmndred and
eighty days of skilled nursing facility serv-

ices or more than one hundred and
fifty units of such services during any
benefit period, or more than two hun-
dred and forty visits in any calendar

year in which home health services are fur-

nished. 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

XVII, 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 Wel-
fare. 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 pay-
ment for services and 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 XVII 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

XVII of the Social Security Act shall not be
impaired or diminished by reason of the
administration of this section and title XVII
of the Social Security Act. The procedures
so established may be included in regula-

tions issued by the Board and by the Sec-
retary of Health, Education, and Welfare to
implement this section and such title XVII,
respectively.

" '(d) Any agreement entered into by the
Secretary of Health, Education, and Welfare
pursuant to title XVII of the Social Security
Act shall be entered into on behalf of both
such Secretary and the Board. The preced-
ing 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 em-
ployees.

"'(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 pay-
ment 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 neces-

sary to the administration of this section

or title XVII of the Social Security Act.'

"Amendment Preserving Relationship Be-
tween Railroad Retirement and Old-Age,
Survivors, Disability, and Health Insurance
Systems

"(b) Section (1) (q) of such Act Is

amended by striking out '1961' and inserting
in lieu thereof '1962'.

"Financial Interchange Between Railroad Re-
tirement Account and Federal Health In-
surance 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;
"(B) by striking out the second sentence

and the last sentence of the subparagraph

redesignated as subparagraph (A) by sub-
paragraph (A) of this paragraph;

"(C) by adding at the end of the subpara-
graph redesignated as subparagraph (A) by
subparagraph (A) of this paragraph the fol-

lowing new subdivision:
" '(Hi) At the close of the fiscal year end-

ing June 30, 1963, and each fiscal year there-
after, the Board and the Secretary of Health,
Education, and Welfare shall determine the
amount, if any, which, if added to or sub-
tracted from the Federal Health 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 "em-
ployment" as defined In the Social Security
Act and in the Federal Employment Con-
tributions 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 Health Insur-
ance 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 Health Insurance Trust Fund; if

such amount is to be subtracted from the
Federal Health Insurance Trust Fund the
Secretary of Health, Education, and Welfare
shall, within ten days after the determina-
tion, certify such amount to the Secretary of
the Treasury for transfer from the Federal
Health Insurance Trust Fund to the Rer
tirement 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 subpara-
graph redesignated as subparagraph (B) by
subparagraph (A) of this paragraph and in-
serting in lieu thereof 'subparagraph (A)';
and

"(E) by amending the subparagraph re-
designated as subparagraph (C) by subpara-
graph (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 Health 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 Health 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, Educa-
tion, 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 Retire-
ment Account or from the Federal Old-Age
and Survivors Insurance Trust Fund, the
Federal Disability Insurance Trust Fund, or
the Federal Health Insurance Trust Fund.'

"(2) The amendments made by paragraph
(1) of this subsection shall be effective Janu-
ary 1, 1963. 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 Retire-
ment Act before their amendment by para-
graph (1) of this subsection, between the
Railroad Retirement Account and the Fed-
eral Old-Age and Survivors Insurance Trust
Fund or the Federal Disability Insurance
Trust Fund.

"Tax on Employees

"Sec. 222. (a) Section 3201 of the Rail-
road Retirement Tax Act is amended by
striking out ': Provided' and inserting in

lieu thereof the following: '. With respect
to compensation paid for services rendered

after the date with respect to which the
rates of taxes Imposed by section 3101 of the
Federal Insurance Contributions Act are in-

creased with respect to wages by section 220
(b) of the Act which amended the Social
Security Act by adding title XVII the rates
of tax imposed by this section shall be in-
creased, with respect only to compensation
paid for services rendered before January 1,

1965, by the number of percentage points
(including fractional points) that the rates
of taxes imposed by such section 3101 are so
increased with respect to wages: Provided'.

"T£.x on Employee Representatives

"(b) Section 3211 of the Railroad Retire-
ment Tax Act is amended by striking '

: Pro-
vided' and inserting in lieu thereof the fol-

lowing: '. With respect to compensation
paid for services rendered after the date with
respect to which the rates of taxes imposed
by section 3101 of the Federal Insurance Con-
tributions Act are increased with respect to
wages by section 220(b) of the Act which
amended the Social Security Act by adding
title XVII the rates of tax imposed by this
section shall be Increased, with respect only
to compensation paid for services rendered
before January 1, 1965, by twice the num-
ber of percentage points (including fractional
points) that the rates of taxes imposed by
such section 3101 are so increased with re-
spect to wages: Provided'.

"Tax on Employers

"(c) Section 3221 of the Railroad Retire-
ment Tax Act is amended by inserting after
'$400' the first time it appears the follow-
ing: '. With respect to compensation paid
for services rendered after the date with re-

spect to which the rates of taxes imposed by
section 3111 of the Federal Insurance Con-
tributions Act are increased with respect to
wages by section 220(c) of the Act which
amended the Social Security Act by adding
title XVII the rates of tax imposed by this
section shall be increased, with respect only
to compensation paid for services rendered
before January 1, 1965, by the number of
percentage points (including fractional
points) that the rates of taxes imposed by
such section 3111 are so increased with re-

spect to- wages'.

"Part D—Health insurance benefits for pres-

ently uninsured individuals

"Coverage Provisions

"Sec. 231. Anyone who

—

"(1) has attained the age of 65.

"(2) (A) attained such age before 1967, or

(B) has not less than 3 quarters of cover-
age (as defined in title II of the Social Se-

curity Act or section 5(1) of the Railroad
Retirement Act of 1937), whenever acquired,

for 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

part) be deemed, solely for purposes of sec-

tion 1705 of the Social Security Act, to be
entitled to monthly insurance benefits un-
der such section 202 for each month, begin-
ning 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 insur-

ance benefits under such section 202 or

meets the requirements set forth in sub-



1962 CONGRESSIONAL RECORD— SENATE 11887

paragraph (B) of section 21(b) of the Rail-
road Retirement Act of 1937.

"Limitations

"Sec. 232. (a) The provisions of section 231
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 de-
fined) continuously for not less than 10
years.

"(b) The provisions of section 231 shall

not apply to any . individual who

—

"(1) Is a member of any organization re-

ferred 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 Secur-
ity 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.

"Payments to Trust Fund
"Sec. 233. There are hereby authorized to

be appropriated to the Federal Health In-
surance 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

—

"(a) payments made from such Trust
Fund under title XVH of such Act with re-

spect to Individuals who are entitled to
health Insurance benefits solely by reason
of this part,

"(b) the additional administrative ex-
penses resulting therefrom, and

"(c) 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

sections 231 and 232 of this Act had not
been enacted.

"Part E—Miscellaneous provisions

"Studies and Recommendations
"Sec. 241. The Secretary of Health. Edu-

cation, and Welfare shall carry on studies
and develop recommendations to be sub-
mitted from time to time to the Congress
relating to (1) the adequacy of existing facil-

ities for health care for purposes of the pro-
gram 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 In-
patient hospital care; (3) the feasibility of
providing additional types of health insur-
ance 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."
Make appropriate changes in the table of

contents.

Mr. MANSFIELD. Mr. President, will

the Senator yield with the understand-
ing that he will not lose his right to the
floor?

Mr. ANDERSON. I yield with that
understanding.
The PRESIDING OFFICER. Without

objection, it is so ordered.
Mr. MANSFIELD. Mr. President, I

suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will oall the roll.

The legislative clerk called the roll

and the following Senators answered to
their names:

JNo. 112 Leg.]

Aiken PuTbright Miner
Allott Ooldwater Monroney
Anderson Hart Morse
Beall Hayden Morton
Bennett filckenloopar Moss
Boggs Hickey Mundt
Byrd, W. Va. Hill Murphy
Cannon Holland Muskie
Carlson Hruska Neutoerger
Case Jackson Pastore
Chavez Javlts PeU
Clark Johnston Proxmlre
Cotton Keating Randolph
Curtis Kefauver Smith, Maine
Dirksen Kerr Sparkman
Dodd Kuchel Symington
Douglas Long, Mo. Thurmond
Dworshak Long, Hawaii Wiley
Eastland Mansfield WUllams, N.J.
Ellender McClellan Williams, Del.
Engle McGee Young, N. Dak.
Ervin McNamara Young, Ohio
Fong Metcalf

The PRESIDING OFFICER (Mrs.
Neuberger in the chair). A quorum is

present.
Mr. ANDERSON. Madam President,

I ask unanimous consent that without
losing my right to the floor, I may yield

now to the Senator from Missouri [Mr.
Symington] in order that he may pre-
sent a matter.
The PRESIDING OFFICER. Is there

objection? Without objection, it is so
ordered.
Mr. SYMINGTON. I thank the Sen-

ator from New Mexico for his courtesy
in yielding to me.
Madam President, as we stated on the

floor of the Senate on July 3, and as re-
ported in the Congressional Record for
that date on page 11782, Missouri and a
number of other States are deeply con-
cerned about one of the provisions in
the Public Welfare Amendments Act of
1962, H.R. 10606.

As passed by the House and as re-
ported by the Senate Finance Commit-
tee, the long established dollar-for-dollar
matching formula on the welfare pro-
grams under social security would be
subject to change if the States did not
meet minimum standards on certain
additional administrative services not
yet spelled out by the Secretary of
Health, Education, and Welfare.

This problem would be corrected by a
series of five amendments, intended to
be proposed by the senior Senator from
Massachusetts [Mr. Saltonstall], num-
bered "6-23-62—A." The Senator from
Massachusetts is unable to be in the
Senate today, but I have been assured
of his continued support for these
amendments. My colleague IMr. Long!
joins in offering them.
Madam President, I ask unanimous

consent that these amendments be con-
sidered at this time.

Actually, Madam President, there are
five amendments, in order to take care
of this single item; they appear on five

different pages. In each case, the word
"one-fourth" is stricken out, and the
word "one-half" is substituted for it.

I have previously explained these
amendments. I understand there is no
objection to them; therefore, I ask
unanimous consent that they be consid-
ered at this time.

Mr. YOUNG of North Dakota.
Madam President, will the Senator from
Missouri yield?

Mr. SYMINGTON. I yield.

Mr. YOUNG of North Dakota. I wish
to join in supporting the amendments.
The executive secretary of the public
welfare board in my State, Mr. Carlyle
D. Onsrud, says they are necessary in
our State. He advises me the welfare
program would be badly crippled with--
out these amendments which Would per-
mit continued administrative matching
funds at 50 percent regardless of whether
or not the State failed to comply with
minimum services to be proscribed by
the Secretary of Health, Education, and
Welfare.

The PRESIDING OFFICER. Is there
objection to temporarily laying aside the
pending amendment of the Senator from
New Mexico, in order to consider the
amendment offered by the Senator from
Missouri? The Chair hears none; and
the amendments offered by .the Senator
from Missouri, for himself, the Senator
from Massachusetts [Mr. Saltonstall] ,

and the junior Senator from Missouri
[Mr. Long], will be stated.

The Legislative Clerk. On page 25,
in line 5, it is proposed to strike out
"one-fourth" and insert in lieu thereof
"one-half".

On page 27, lines 5 and 6, strike out
"one-fourth" and insert in lieu thereof
"one-half".

On page 29, lines 12 and 13, strike out
"one-fourth" and insert in lieu thereof
"one-half".

On page 31, lines 10 and 11, strike out
"one-fourth" and insert in lieu thereof
"one-half".

On page 90, lines 1 and 2, strike out
"one-fourth" and insert in lieu thereof
"one-half".

Mr. CURTIS. Madam President

Mr. SYMINGTON. I yield to the Sen-
ator from Nebraska.

Mr. CURTIS. I wish to thank the
distinguished Senator from Missouri for
calling up these amendments on behalf
of himself and the Senator from Massa-
chusetts [Mr. Saltqnstall] .

I have received a telegram from Gov.
Frank B. Morrison, of Nebraska, urging
that this action be taken; and I have
before me a letter from Mr. F. M. Woods,
director of the State of Nebraska De-
partment of Public Welfare, in which he
states:

These are matters which can and should
be resolved by the States themselves. Fed-
eral regulations in the field will be of very
little direct benefit to recipients of public
assistance. Rather, such Interference will

result in chapters of written regulations,
mountains of useless reports, and unneces-
sary expenditure of administrative funds.

The action the Senate has taken has
prevented the long arm of Federal bu-
reaucracy from reaching farther down
into matters which can be handled by
the various States, through their de-
partments of public welfare. I thank the
Senator for the service he has rendered
in this connection.
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Mr. SYMINGTON. I thank the Sen-
ator from Nebraska.
Mr. LONG of Missouri. Madam Pres-

ident, will my colleague yield to me?
Mr. SYMINGTON. I am glad to yield

to my colleague.
Mr. LONG of Missouri. I wish to

compliment my distinguished colleague

for calling up these amendments at this

time. As he knows, the absence of these

amendments could have meant a $2 mil-

lion loss to our State, and possibly would
have meant curtailment of old-age as-

sistance and other necessary welfare

programs in Missouri.

Mr. SYMINGTON. Yes. My col-

league and I have carefully studied this

matter together, and we know that
would have been the result in our State.

Mr. LONG of Missouri. I feel that

certainly this is the better way to handle
the matter, rather than to maintain the

penalty in connection with the 50-50

matching program.
Mr. SYMINGTON. It is; and I thank

my colleague for his contribution.

The PRESIDING OFFICER. With-
out objection, the amendments will be
considered en bloc.

The question is on agreeing to the

amendments of the Senator from Mis-
souri.

The amendments were agreed to.

Mr. SYMINGTON. Madam Presi-

dent, I thank the Senator from New
Mexico for his courtesy in allowing these

amendments to be considered and
adopted at this time.

Mr. COTTON. Madam President, will

the Senator from New Mexico yield to

me?
Mr. ANDERSON. Madam President,

I ask unanimous consent that at this

time I may yield to the Senator from
New Hampshire, without losing my right

to the floor.

The PRESIDING OFFICER. Is there

Objection? Without objection, it is so

ordered.
Mr. COTTON. I thank the Senator

from New Mexico.
Madam President, I send to the desk

an amendment intended to be proposed
by me to the so-called Anderson amend-
ment; and I ask that this amendment
be printed and lie on the table.

The PRESIDING OFFICER. With-
out objection, the amendment will be
received and printed, and will lie on the
table.

Mr. MORTON. Madam President,

Will the Senator from New Mexico yield

to me?
Mr. ANDERSON. Madam President,

I ask unanimous consent that I may yield

now to .the Senator from Kentucky,
without losing my right to the ffoor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. MORTON. Madam President, I

ask that a bill I have introduced, Sen-
ate bill 3386, be considered as an amend-
ment in the nature of a substitute for
the Anderson amendment; and I wish to

have my amendment considered and
wish to bring it up on the floor of the
Senate tomorrow, and have it disposed
of. It is not my intention to press for a
yea-and-nay vote on my amendment;
but I think tomorrow this amendment

in the nature of a substitute can be
disposed of.

I call attention to the fact that my
amendment is the text of Senate bill 3386,

and is being offered as an amendment in

the nature of a substitute for the Ander-
son amendment.
Mr. JAVITS. Madam President, will

the Senator from Kentucky yield in con-
nection with his amendment in the na-
ture of a substitute?
Mr. MORTON. I yield.

Mr. JAVTTS. This looks very much
like the so-called Bow plan. Can the
Senator from Kentucky in any way iden-
tify the amendment for purposes of our
study and consideration—in short, to in-

dicate what differences or what similari-

ties there are?
Mr. MORTON. My amendment dif-

fers from the Bow plan, in that my
amendment provides for a needs test. In
other words, one who pays no income tax
would not pay for his insurance policy;

the Government would pay for it. One
who pays an income tax of $100 would
make a certain payment—and so forth.

So my amendment provides for a needs
test, and in that way is different from
the Bow plan.
Mr. JAVITS. I thank the Senator

from Kentucky.
Mr. MORTON. Madam President, I

offer my amendment.
The PRESIDING OFFICER. The

amendment of the Senator from Ken-
tucky, offered as a substitute for the An-
derson amendment, will be stated.

The Chief Clerk proceeded to read the
amendment.
Mr. MORTON. Madam President, I

ask unanimous consent that further
reading of the amendment be dispensed
with.
The PRESIDING OFFICER. Without

objection, it is so ordered.
The amendment offered by Mr. Mor-

ton as a substitute for the Anderson
amendment is as follows

:

That this Act may be cited as the "Health
Care Benefits for the Aged Act".

DEFINITIONS

Sec. 2. For the purposes of this Act

—

(a) The term "Secretary" means the Sec-
retary of Health, Education, and Welfare.

(b) The term "State" includes the District

of Columbia.
(c) The term "State plan" means a State

plan for health benefits for the aged.
(d) The term "State agency" means the

agency established or designated in accord-
ance with section 4(a) (11).

(e) The term "contract" means the policy,

contract, agreement, or other arrangement
entered into between a carrier and a State
agency for the purpose of providing for the
participation by individuals in a health bene-
fits program under a State plan.

(f) The term "health benefits program"
means a group insurance contract provided
by a carrier for the purpose of providing,
paying for, or reimbursing expenses for

health services.

(g) 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

under group insurance contracts in consid-
eration of premiums payable to the carrier.

(h) The term "premium" means the
amount of the consideration charged by a
carrier for participation by an individual in

a health benefits program provided by the
carrier.

(i) The term "State share" means the
portion of the premium to be paid by the
State with respect to the participation of an
individual in a health benefits program.

( j ) The term "individual share" means the
portion of the premium to be paid by an in-
dividual for his participation in a health
benefits program.

(k) The term "taxable year" means a tax-
able year as defined in section 441(b) of the
Internal Revenue Code of 1954.

(1) The term "Federal income tax lia-

bility" means, in the case of any individual,
the amount of the income tax imposed for
the taxable year on such individual under
part I of subchapter A of chapter 1 of the
Internal Revenue Code of 1954, determined
without regard to the provisions of part IV
of subchapter A of chapter 1 of such Code
(other than section 37 of such part IV) . The
amount of the Federal income tax liability

under a joint return shall, for purposes of
the preceding sentence, be deemed to be the
amount of the Federal income tax liability

of each of the parties to such return.

APPROPRIATION

Sec. 3. For the purpose of enabling each
State to assist individuals residing therein
who are age* sixty-five or over to obtain,
through prepaid health benefits plans, pro-
visions of, payment for, or reimbursement for
the expenses of, health care services at sub-
scription rates which such individuals can
afford to pay (determined on the basis of the
amount of their Federal income tax liability

for the taxable year), there is hereby au-
thorized to be appropriated for each fiscal

year a sum sufficient to carry out the pur-
poses of this Act. The sums made available
under this section shall be used for making
payments to States which have submitted,
and had approved by the Secretary, State
plans for health benefits for the aged.

STATE PLANS

Sec. 4. (a) A State plan for health benefits
for the aged must

—

(1) provide for the participation, on a
voluntary basis, by all residents of the State
who are age sixty-five or over in a health
benefits program which complies with the
provisions of section 7;

(2) provide for adequate dissemination to
such residents of full and complete informa-
tion concerning the benefits provided under
such program, the terms and conditions
thereof, and the amount of the premium
therefor;

(3) provide for such review by the Secre-
tary and such other safeguards as the Sec-
retary may determine to be necessary or de-
sirable to assure that the premiums for
participation in any such health benefits
program reasonably and equitably reflect the
cost of the benefits to be provided thereun-
der, and that participants therein shall re-

ceive the benefits to which they are entitled
thereunder without undue delay;

(4) make suitable provision for the receipt,

under such program, of benefits by partici-
pants residing in the State but who are tem-
porarily absent therefrom; .

(5) provide that any individual, who is

enrolled under such a program for any tax-
able year, and who, during such year, changes
his residence to another State, shall not be
precluded from continuing to participate in
such program for the remainder of such year
by reason of his change of residence;

(6) provide that the full amount of the
premium for such program with respect to
each individual participating in such pro-
gram shall be paid by the State;

(7) (A) provide that the individual share
of any such premium shall be fixed in ac-
cordance with regulations issued by the Sec-
retary under section 8, and that such share
shall be collected by, .or under the supervi-
sion of, the State agency; and
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(B) provide that the tentative amount of

such share, in the case of any Individual,

shall be determined on the basis of the

amount of the anticipated Federal Income
tax liability of such individual as contained

in his most recent declaration of anticipated

Federal Income tax liability (filed in accord-

ance with section 9) , and that, in the event

of any discrepancy between the amount con-

tained in such declaration and such individ-

ual's actual Federal income tax liability as

reported to the State agency pursuant to

section 11, a proper adjustment In the

amount of such share will be made,

(8) provide that the State plan shall be

in effect In all political subdivisions of the

State, and, If administered by them, be man-
datory upon them;

(9) provide that the cost of administra-

tion of the State plan will be paid by the

State;

(10) provide such methods of administer-

ing (including methods relating to the es-

tablishment and maintenance of personnel

standards on a merit basis, except that the

Secretary shall exercise no authority with re-

spect to the selection, tenure of office, or

compensation of any individual employed In

accordance with such methods) as are found
by the Secretary to be necessary for the prop-

er and efficient operation of the plan;

(11) either provide for the establishment

or designation of a single State agency to ad-
minister the plan, or provide for the estab-

lishment or designation of a single State

agency to supervise the administration of the

plan;
(12) make provision, in accordance with

regulations promulgated under section 10, for

verification of representations made by indi-

viduals incident to the determination of

then- share of the premium for participation

In such a health benefits program; and
(13) provide for prompt notice to appro-

priate law-enforcement officials of any facte

or circumstances suggesting that any fraud
or misrepresentation has been committed by
any individual in connection with his par-
ticipation, or application for participation,

in a health benefits program under the State
plan.

(b) The Secretary shall approve any plan
which fulfills the conditions specified in sub-
section (a) , except that he shall not ap-
prove any plan which imposes, as a condi-

tion of eligibility to participate In a health
benefits program provided under such plan

—

(1) any residence requirement which ex-

cludes any resident of the State; or

(2) any citizenship requirement which ex-
cludes any citizen of the United States.

PAYMENT TO STATES
'

Sec. 5. (a) From the sums appropriated
therefor, the Secretary of the Treasury shall

pay to each State which has a
.
plan ap-

proved under this Act, for each quarter, be-
ginning with the quarter commencing Octo-
ber 1, 1962, an amount equal to the sum
of the amounts expended, during such quar-
ter, under the State plan as the State share
of the premium for a health benefits pro-
gram under such plan with respect to each
Individual participating in such program, not
counting so much of any expenditure with
respect to any individual which is attrib-
utable to payment of such a premium in
excess of $125 per annum.

(b) The method of computing and pay-
ing the amount referred to in subsection
(a) shall be as follows:

(1) The Secretary shall, prior to the be-
ginning of each quarter, estimate the amount
to be paid to the State for such quarter un-
der the provisions of subsection (a) . Such
estimate shall be based on (A) a report filed

by the State containing Its estimate (deter-
mined in accordance with regulations issued
by the Secretary) of the amount payable to
It under subsection (a) , (B) records show-
ing the number of individuals in the State

who are sixty-five or over, and (C) such
other data as the Secretary shall find use-

ful. In making any such estimate with re-

spect to an individual who, prior to the date

such estimate is made, has (incident to his

participation during such quarter In a health
benefits program under the State plan) filed

In accordance with section 9 a declaration of

anticipated Federal Income tax liability, the
estimated amount payable to the State tin-

der subsection (a) with respect to such In-

dividual shall be based on the State share

of the premium for such individual's partici-

pation in such program, determined on the
basis of data contained in such declaration.

(2) The Secretary shall then certify to

the Secretary of the Treasury, the amount
so estimated by the Secretary, reduced or

increased, as the case may be, by any sum
by which the Secretary finds that his esti-

mate for any prior quarter was greater or

less than the amount which should have
been paid to the State under subsection (a)

for such quarter.

(3) The Secretary of the Treasury shall

thereupon, prior to audit or settlement by
the General Accounting Office, pay to the
State, at the time or times fixed by the
Secretary, the amount so certified.

OPEEATTOW OF STATE PLANS

Sec. 6. In the case of any State plan which
has been approved under this Act by the
Secretary, If the Secretary, after reasonable
notice and opportunity for hearing to the
State agency administering or supervising
the administration plan finds

—

(1) that the plan has been so changed
as to Impose amy residence or citizenship

requirement prohibited by section 4(b), or

that in the administration of the plan any
such prohibited requirement Is imposed, with
the knowledge of such State agency, la a
substantial number of cases; or

(2) that in the administration of the plan
there is a failure to comply substantially
with any provision required by section 4(a)
to be Included in the plan, or any other pro-
vision of this Act (or regulation Issued
thereunder by the Secretary) relating to the
administration of the plan;

the Secretary shall notify such State agency
that further payments will not be made to
the State until the Secretary is satisfied that
such prohibited requirement is no longer
so imposed, and that there Is no longer any
such failure to comply. Until he Is so sat-
isfied he shall make no further certification

to the Secretary of the Treasury with re-

spect to such State.

HEALTH BENEFITS PROGRAMS

Sec. 7. (a) In order to qualify under the
State plan, a health benefits program must

—

(1) be offered by a carrier which Is licensed
to Issue group health insurance in the State;

(2) be offered under a contract which con-
tains a detailed statement of benefits offered,

including such maximums, limitations, ex-
clusions, and other definitions of benefits

as the Secretary shall by regulations pre-
scribe;

(3) offer participation of a noncancellable
or guaranteed renewable basis; and

(4) offer each participant In the program
a choice of either (A) ordinary or. short-term
Illness coverage, or (B) long-term or catas-
trophic illness coverage.

(b) Subject to the requirements contained
in subsection (a), a health benefits program
may be of the following types:

(1) Service Benefit Plan.—
(A) Hospital benefits.

(B) Surgical benefits.

(C) In-hospital medical benefits.

(D) Ambulatory patient benefits.

(E) Supplemental benefits.

(2) Indemnity Benefit Plan.—
(A) Hospital care.

(B) Surgical care and treatment.
(C) Medical care and treatment.

(D) Prescribed drug6, medicines, and pros-
thetic devices.

(3) Comprehensive Medical Plans.—Ben-
efits of the types specified in this subsection
under paragraph (1) or (2) or both.

(c) For purposes of this section the term

—

(1) "service benefit plan" means a state-

wide plan under which payment Is made by
a carrier under contracts with physicians,
hospitals, or other providers of health serv-

ices for benefits of the types described In

subsection (b)(1) rendered to participants
In such plan, or, under certain conditions,
payment Is made by a carrier to the par-
ticipant;

(2) "indemnity benefit plan" means a
statewide plan under which a carrier agrees
to pay certain sums of money, not in ex-
cess of the actual expenses incurred, for

benefits of the types described in subsection
(b) (2); and

(3) "comprehensive medical plan"
means

—

(A) a group-practice prepayment plan
which offers health benefits of the types re-

ferred to In subsection (b) (3) , in whole or in
a substantial part on a prepaid basis, with
professional services thereunder provided by
physicians practicing as a group In a com-
mon center or centers. Such group shall in-
clude physicians who represent at least three
major medical specialties which are appli-

cable to aged persons, and who receive all or
a substantial part of their professional in-

come from prepaid funds; or
(B) individual-practice prepayment plans

which offer health services in whole or sub-
stantial part on a prepaid basis, with pro-
fessional services thereunder provided by in-

dividual physicians who agree, under cer-

tain conditions specified under regulations
issued by the Secretary, to accept the pay-
ments provided by the State plan as full

payment for covered services rendered by
them including. In addition to in-hospital
services, general care rendered in their offices

and the patients' homes, out-of-hospita.1 di-

agnostic procedures, and preventive care, and
which are offered by organizations which
have successfully operated for a period of
not less than six months prior to entering
into a contract with a State agency.

amount of state share and individual share

Sec. 8. (a) The amount of the State share
with respect to any individual for any period
within a taxable year of such Individual
shall be based on the Federal income tax lia-

bility of such individual for such year and
shall be determined in accordance with «
schedule Issued by the Secretary.

(b) Such schedule shall provide that the
State 6hare shall be

—

(1) in case such period Is a period of
twelve months and the amount of the an-
nual premium Is $125 or less

—

(A) an amount equal to 100 per centum
of the premium, if the individual has no
such tax liability for such year, (B) an
amount equal to 20 per centum of the pre-
mium, if the individual has such a tax
liability of $400 or more for such year, and
(C) an amount (equal to not less than 20
per centum nor more than 100 per centum of

the premium) established by the Secretary
in regular Inverse proportion to the amount
of such individual's tax liability as afore-
said, if the individual has such a tax lia-

bility for such year but the amount thereof
is less than $400;

(2) In case the amount of the annual
premium Is more than $125, the amount pro-
vided by paragraph (1) with respect to the
first $125 of such premium plus 100 per
centum of the excess of such premium over

$125; and
(3) In case such period is less than twelve

months, an amount which bears the same
ratio to the amount of the State share (as

determined under paragraph (1) or para-
graph (2), as the case may be) as the num-
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ber of months in the period bears to the
number twelve.

(c) The amount of the individual share of

any individual for any period shall be equal

to the amount, if any, by which the amount
of the premium with respect to such indi-

vidual for such period exceeds the amount
of the State share with respect to such indi-

vidual fpr such period.

DECLARATION OP ANTICIPATED FEDERAL INCOME
TAX LIABILITY

Sec. 9. (a) As a requisite to participation

in a health benefits program under a State

plan by any individual for any period within

any taxable year of such individual, such
individual shall file in duplicate, prior to

the beginning of such period, with the State

agency (or the local agency administering

the State plan) a declaration (in such form
and manner as hereinafter prescribed) of

his anticipated Federal income tax liability

for such year.

(b) Any such declaration shall be filed

under oath or affirmation and shall be filed

on forms supplied to the State agency by
the Secretary. Such forms shall be prepared

by the Secretary with the advice and assist-

ance of the Secretary of the Treasury and
shall require the submission of such data as

may be necessary to provide, insofar as pos-

sible, an accurate estimate of the Federal in-

come tax liability of the individuals filing

such forms.

REPORT OF AMOUNT OF FEDERAL INCOME TAX
LIABILITY TO STATE AGENCY

Sec. 10. Each individual who, during any
taxable year, has participated in a health
benefits program under a State plan ap-
proved under section 4(b) , shall, at the time
he files his Federal income tax return for-

such year, report to the State agency (on
such forms and in such manner as the Sec-

retary shall by regulations provide) the
amount of his Federal income tax liability as

determined by appropriate data contained
in such return.

VERIFICATION OF ACCURACY OF DECLARATIONS
OF ACTUAL FEDERAL INCOME TAX LIABILITY

Sec. 11. The Secretary and the Secretary
of the Treasury shall cooperate in promulgat-
ing rules, regulations, and procedures for the
purpose of

—

(a) comparing amounts of actual Federal
Income tax liability reported by individuals

to State agencies pursuant to Sec. 10 of

this Act and the amounts of the actual
Federal income tax liability of such indi-

viduals, as disclosed by Federal income tax
returns submitted by such individuals or as
determined by the Internal Revenue Serv-
ice subsequent to the submission of such
returns;

(b) assuring that, in the case of any such
discrepancy, appropriate action will be
taken to adjust the amounts of the State
share and the individual share of the pre-
mium with respect to the individual to whom
such discrepancy relates.

AMENDMENTS TO THE INTERNAL REVENUE CODE
OF 1954

Sec. 12. Section 213(e) of the Internal
Revenue Code of 1954 (relating to definition

of medical care for purposes of deduction of
medical expenses) is amended by adding
after paragraph (2) thereof the following
new paragraph:

"(3) Notwithstanding the provisions of
paragraph (1) (A), no amount paid with re-

spect to an individual toward any premium
for participating in a health benefits pro-
gram under a State plan approved under
section 4(b) of the Health Care Benefits for
the Aged Act shall be considered as an
amount paid for medical care."

Mr. ANDERSON. Madam President,
this afternoon amendments to my
amendment have been offered. I am

happy that that is taking place, because
it is an extremely important measure.

One of the things that is regarded as
most significant is that hearings have
not been held in a regular committee
session to consider this proposal.

In 1960 there was a vote without 1

hour's consideration of the measure by
the committee. At the same time we
took a whole series of amendments, on
which there had been no public consider-
ation. I regret that there has been none
on this amendment. Nevertheless, I

proposed a motion inside the Finance
Committee months ago to afford that op-
portunity. It was refused. I do not
question the judgment of Senators who
voted that way. All "I say is that, be-
cause of that fact, it is necessary to
present this measure without adequate
committee hearings.

One of the questions raised frequently
is the question of financing. Certain
persons say there are different kinds of
answers to financing. One person said,

"I thought it was going to cost me $13.

Now they say it is going to cost $27.50."

The proposals in the bill deal with
more than health insurance. Therefore,
I shall place in the Record a brief state-
ment, with tables that will be helpful,
in order that it may be possible to under-
stand what we have in mind.
Our proposal provides for financing

the health benefits which it would add
to the OASDI system through an in-
crease in the payroll tax of one-fourth
percent each for employers and em-
ployees, and of three-eighths percent on
earnings from self-employment, and an
increase from $4,800 to $5,200 in the tax
base—the maximum annual earnings
subject to tax.

Most of the revenues thus raised would
be used for the financing of health in-
surance benefits. A smaller part would
go to pay for increased cash benefits for
persons whose earnings are greater than
$4,800. Persons earning $4,800 or less

would not, of course, be affected by any
raising of the tax base. Under the exist-
ing social security system, benefits are
weighted, that is, they are a greater pro-
portion of lower average monthly earn-
ings under the system than of higher
monthly earnings. Therefore, the in-
come received from the combined em-
ployer-employee tax through an increase
in the tax base to $5,200 is greater than
the cost of paying the increased benefits
which accompany such an increase.
Under the proposal, the additional reve-
nue—above that required to finance in-
creased cash monthly benefits—would
go toward the payment of the cost of the
health insurance.
In terms of dollars, the person who

earns $4,800 a year would pay $12 more
than under present law. The person
earning $5,200 or more would pay $27.50
additional under my proposal. Of this
$27.50 only $17.68 would go toward
health insurance costs, however. The re-
mainder would go toward the payment
of the old-age, survivors, and disability
insurance benefits which would be in-
creased for this group.
Madam President, I ask unanimous

consent that a table showing the tax
rates for employees in 1964 and later
years under the system with health in-
surance benefits added, compared with
those under present law, be printed at
this point in my remarks.
There being no objection, the table

was ordered to be printed in the Record,
as follows:

Contribution rate and amount of contributions for an employee under present law and under
the proposal

1964-65:
Under the proposal
Under present law.

Increase..

1966-67:
Under the proposal
Under present law.

Increase

1968 and thereafter:
Under the proposal
Under present law.

Increase. _ -

Contribu-
tion rate
(percent)

4H

Yearly earnings

$2,400

$93
87

106
99

117
111

$4,800

$186
174

12

210
198

234
222

$5,200

Total

$201.60
174.00

27.50

227.50
198.00

29.50

253.50
222.00

31.50

OASDI

$183. 82
174.00

9. 82

209. 82
198.00

11.82

235. 82
222.00

13.82

Health
insurance

$17. (

17.68

17.68

17.68

17.68

17.68

Mr. ANDERSON. Madam President,

there have been a great many questions
as to what changes will be made in the
bill. I tried to review these at some
length on Tuesday afternoon. Let me
review what some of them may be.

There is a change in the establishment
of a separate health insurance trust
fund. In the original bill there would
have been a separate account. I have
never regarded as a separate account

rpayments into a fund, as is done in a
bank by different persons. If I have an
account in a bank and someone else has
an account in the bank, those accounts
are not marked as separate accounts
or separate deposits for purposes of in-

surance. What we want to be sure of is

that the checks I write are not charged
to his account and that the checks he
writes are not charged to my account.

We want to make sure that the accounts
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are kept separately. I thought the prob-
lem in the original bill which involved
the separate account was reasonably
easy of solution. Others thought a trust

fund would be better. Since we were
both trying to reach the same base, I saw
no objection to the establishment of a
health insurance trust fund.

Second, in respect to a great deal of

proposed legislation, we have had the
proposal for blanketing in, for health
insurance benefits, of two and a half
million uninsured aged. We did not
feel, at the beginning of this discussion,

that this group of people should be cov-
ered under the health insurance fund

through social security, because obvi-
ously they could not be paid from the
social security fund. Therefore, in the
earlier editions of the so-called King-
Anderson bill there was no separate pro-
vision for the blanketing in of those
two and a half million people.
Many people were seriously concerned

about this problem and thought it

should be attacked at the same time.
I subscribe to that point of view. The
senior Senator from New York [Mr.
Javits] was one of those who recognized
the problem. He recommended that in
any final draft of the amendment we
should take that problem into consid-

eration. Others did the same. There-
fore, we have incorporated in the
amendments a proposal for blanketing
in these two and a half million people.
Many have asked, "What would this

do in my State? Who would be in-
volved in my State?" Therefore, I ask
unanimous consent to have printed at
this point in the Record a table show-
ing "Estimated Population and Persons
Eligible for Health Benefits," under the
amendments now before the Senate for
its consideration.
There being no objection, the table

was ordered to be printed in the Record,
as follows:

Estimated population and persons eligible for health benefits under the Anderson amendment, Jan. 1, 1964

[In thousands]

State

Total

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

Total
popula-
tion 65
and over

17,877

276
7

109
201

1,514
169
262
38
72
686
308
31
62

1,038
464
338
250
303
260
108
245
594
695
879
196
26

Number
eligible

under
OASI

14,448

195
4

83
148

1,191
122
233
33
47
535
208
27
63

856
410
276
198
239
156
96
189
505
624
304
137
404

Number
eligible
under
BRA

794

12

Total
eligible

under
RRA
and
OASI

' 15,009

203
4

87
155

1,227
129
237
85
49

554
218
27
65

898
429
288
210
252
163
99
198
614
638
320
142
424

Number
blank-
eted in

2.600

68
3
19
42
249
36
22
2

111
83
2
6

125
28
45
36
46
93
6

33
68
50
54
61
SO

State

Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina-
North Dakota.

.

Ohio
Oklahoma
Oreeon
Pennsylvania
Rhode Island
South Carolina..
South Dakota..
Tennessee
Texas
Utah_
Vermont
Virginia.
Washington
West Virginia-..
Wisconsin
Wyoming
Puerto Rico
Virgin Islands..

Total
Total Number Number eligible Number

popula- eligible eligible under blank-
tion 65 under under RRA eted in
and over OASI RRA and

OASI

69 87 6 61 6
171 137 10 144 24
20 15 2 16 3
69 63 2 65 2

613 541 22 557 46
57 39 4 42 13

1,811 1,655 66 1,595 186
334 271 10 278 51
60 60 3 52 7

943 788 49 823 67
260 176 7 181 74
197 176 10 182 11

1, 190 1,024
86

78 L079 90
93 1 87 4
158 117 6 121 34
75 61 2 63 11

326 243 18 256 76
819 665 33 688 217
66 53 6 57 6
44 38 2 39 4

306 239 21 254 35
296 250 13 259 26
174 149 14 169 13
429 377 16 388 30
29 22 3 24 4
135 83 83 51
2 1 1 1

• Corrected tor duplication.

Mr. ANDERSON. Madam President,

we made a third change. We tried to

provide that private organizations, such
as the Blue Cross plans, might be used
for administration of the programs in
making payments to hospitals.

Mr. KERR. Madam President, will

the Senator yield?
Mr. ANDERSON. I yield.

Mr. KERR. To what extent ?

Mr. ANDERSON. That would depend
upon the extent to which the local

agency desired to make use of them.
Mr. KERR. Do the amendments pro-

vide that any beneficiary or prospective
beneficiary under the proposal would
obtain money from the fund with which
to pay for Blue Cross protection?
Mr. ANDERSON. They do not.

Mr. KERR. Is it not a fact that the
only reference to Blue Cross in the
amendments is one which would author-
ize the administration to channel the
money through the Blue Cross to pay
the hospital for the benefits to be pro-
vided?
Mr. ANDERSON. That is correct.
Mr. KERR. And the benefits would

not be thereby increased or changed?
Mr. ANDERSON. That is correct.

But there are a great many people who

have gone up and down the country say-
ing, "You are trying to break into this

sacred relationship between the doctor
and his patient." If people are worried
about the sacred relationship, there
should be no objection to the Blue Cross
taking over the administrative phase
and handling all the details, if it is their
wish that Blue Cross do so.

Mr. KERR. If it is whose wish that
it do so?
Mr. ANDERSON. The person in-

volved.
Mr. KERR. The beneficiary ?

Mr. ANDERSON. That is correct.
Mr. KERR. The beneficiary would

get no more benefits.

Mr. ANDERSON. He might get bene-
fits in this way: If he now has a Blue
Cross policy, his policy may be very
limited. He may have only a few days
or a few weeks of benefits. If the
amendments were agreed to and the
bill was passed, it would be possible to
extend the benefits a person would get
from Blue Cross to a far greater field.

It would not increase the benefits avail-
able because of the payment.
Mr. KERR. The beneficiary would

get the same benefits, in addition to his
own private coverage, whether the bene-

fits provided for by the amendments
were paid for through the Blue Cross or
not, would he not?
Mr. ANDERSON. That is correct.
Mr. KERR. Is it not a fact that the

only thing which the Senator's amend-
ments would do with reference to Blue
Cross would be to increase the admin-
istrative cost of the program without
giving to the beneficiary a single dollar
of added benefits?

Mr. ANDERSON. The point is that
the administration can pay to Blue
Cross the cost it would normally absorb
itself in administration.
Mr. KERR. That is, the cost the Gov-

ernment would absorb?
Mr. ANDERSON. No; I did not say

that.

Mr. KERR. The Senator said the
Government could pay to Blue Cross
what its own cost would be.

Mr. ANDERSON. What its own cost

would be; that is correct.

Mr. KERR. The Government's cost.

Mr. ANDERSON. If the Government
wished to do so, it could contact the
Blue Cross to administer the program.
The Blue Cross administration costs

have been running about 3 percent. If

they increased to 5 percent, that still
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would not be an extravagant figure. It

would cost the Social Security Admin-
istration something to administer the
program. If it wished to allow the
money for administration to be spent by
Blue Cross, we would see no objection to

that.
Mr. KERR. I see no objection to it.

I merely wish to make the record clear

that that provision in the amendments
would not give an added dollar to the

local beneficiary, but only would bring

the Blue Cross in as an intermediary
between the Government and the hos-

pital. There would be an expense in

connection with the Blue Cross handling
that Government fund, which the Gov-
ernment would have to pay, but as a re-

sult of which the beneficiary would not
get another dollar in benefits.

Mr. ANDERSON. I operated a little

insurance company for quite a while. I

had two options in that regard. I could

use the claim adjusters of my own on
every case, or I could hire an adjuster

service. The costs were about the same.
That is what we are trying to provide.

If someone wishes to use Blue Cross and
to pay them a reasonable fee for ad-
justment, it would probably balance out
to what it would cost if the Government
had the Government employees do the
work themselves.
This provision results from a great de-

mand that we allow the Kaiser plan, for

example, to continue operation for the
people who are already under the plan.

I think the Kaiser plan is a good plan.

I should like to see an arrangement un-
der which it might be utilized by all those

who wish to utilize it.

I have no objection to the Blue Cross.

The Blue Cross has done good work.
Therefore, if any group, county or State
wishes to make use of the Blue Cross, I

do not object to their doing so.

I do not think agreeing to the provi-

sion would result in a double charge, be-

cause I do not think the Government
could possibly administer the program
without some cost.

Mr. CURTIS. Madam President, will

the Senator yield to me?
Mr. KERR. If the Senator will per-

mit, I should like to ask another ques-
tion.

In connection with the insurance com-
pany which the Senator says he has
operated, with reference to which claims
arose, which claims had to be settled

either by his own adjusters or by out-
side adjusters, the Senator refers to

claims which were undetermined as to

the exact amount; does he not?
Mr. ANDERSON. Yes.
Mr. KERR. Under this program the

specific benefits would be spelled out in

the legislation; would they not?
Mr. ANDERSON. Yes.
Mr. KERR. So there would not be a

question of adjustment with regard to

how much in benefits was to be provided.
That would be in the law.
Mr. ANDERSON. There is a problem

of adjustment in determining how many
dollars are to be paid as between the
Federal Government and the person who
enters the hospital.

The person entering the hospital
would have to pay a part of the cost.

He might have to pay $10 a day for per-

haps a maximum of 9 days.
There would be a question with regard

to Blue Cross providing certain addi-
tional benefits over and above those pro-
vided for the basic law. I point out that
if Blue Cross wished to say, "We will

pay the basic benefits ourselves," the
Government could well afford to give it

money to do so.

Mr. KERR. To pay the basic Blue
Cross benefits?
Mr. ANDERSON. No.
Mr. KERR. To pay only the Govern-

ment benefits?
Mr. ANDERSON. That is correct.

They could recover from the Govern*-
ment the amount paid out.

Mr. KERR. For the Government?
Mr. ANDERSON. For the Govern-

ment.
Mr. KERR. Plus a fee?
Mr. ANDERSON. Only when there

was a decision by the Government itself

that this involved an arrangement need-
ing adjustment. If arrangements could
be made with Blue Cross, at a cost of
from 3 to 5 percent, I personally think
that would be a good range of cost for
the Government.
Mr. KERR. Madam President, will

the Senator yield further?
Mr. ANDERSON. I yield.

Mr. KERR. Has the Blue Cross in-
dicated it would either desire or accept
such an arrangement.
Mr. ANDERSON. The Blue Cross

representatives have been in my office a
few times suggesting that they would
like to be included in some sort of an
arrangement of this nature.

Mr. KERR. I asked the Senator if

they had indicated a desire or willing-
ness to participate in this program as
provided by the Senator's amendments
on the basis set forth in the amendments
for them to participate?

Mr. ANDERSON. I answer by saying
that they have no authority or power
to commit their organization until some-
thing is presented to them. We have
no way of saying today what the bill

will look like when it emerges from this
Chamber or from the Congress.

Mr. KERR. I am assuming that the
bill will emerge as the Senator has sug-
gested it emerge.

Mr. ANDERSON. If the bill should
emerge as I have suggested, the Depart-
ment of Health, Education, and Wel-
fare should be well advised to immed-
iately get in touch with the Blue Cross
to see if the many representations they
have made of a desire to participate in

this program would actually result in any
service to be given by them. If they
then want no part of the program, that
will be fine.

In the case of the Kaiser plan, repre-
sentatives of the Kaiser plan have sug-
gested language to put in the amend-
ments to make it easier for the Kaiser
plan to do what is necessary.

I do not know what form the final

language will take. I can say only that
the Senators from New York [Mr.
Javits and Mr. Keating], the able Sen-
ator from Kentucky [Mr. Cooper], the
Senator from California [Mr. Kuchel]

and other Senators have suggested that
certain plans be included.
The result was a rather limited op-

tion, I grant the Senator. Whether that
option will have to be extended or ex-

panded I do not know. I cannot tell

what the Congress will wish to have
done.

I know that the able Senators from
New York [Mr. Javits and Mr. Keating]
and other Senators have worked steadily

to find out if there is any basis on which
the option itself might be altered in this

proposal, to make it more workable.
That is a hard problem to solve. It is

very difficult to put in an option with-
out changing the plan fundamentally.
We have not yet been able to do so.

If we could devise such a provision, it

would be proper, I think, to take it up
with the Kaiser plan, the Blue Cross, or

anyone else. Thus far we have not been
able to accept the language submitted
by the Kaiser plan. Whether we shall be
able to deal with Blue Cross I do not
know.

I can only say that many times Blue
Cross has expressed the hope that we
could keep this provision open so that
they could give it consideration.

I believe that, as an organization, they
would find it to their advantage, when
they went to cover a case that is now
under Blue Cross, to say, "If you are
under the basic coverage of the social

security approach which is carried in

the bill, we will handle your adjustment.
We will present a claim for the Govern-
ment's portion. We will add 3 percent,
or whatever it may be, for administra-
tion, and we will also take care of our
own section of the claim, which the bill

does not cover, because the provision is

only basic. At a subsequent time we
will ask for a payment from their own
funds." I do not know what form it

would finally take. We would try to keep
it open so that the companies could
make a presentation.
Mr. KERR. But no basis has yet been

established as between the sponsors of

the measure and the companies.
Mr. ANDERSON. The Senator is

correct.

Mr. CURTIS. Madam President, will

the distinguished Senator yield?

Mr. ANDERSON. I yield.

Mr. CURTIS. In the case stated,

would the Blue Cross assume any of the
risk?

Mr. ANDERSON. It depends on what
the Senator means by "assuming any of

the risk." If a person should go into a
hospital, under the provisions of the bill

he would have 90 days of protection.
If the Blue Cross had issued a policy
guaranteeing to pay that person from the
first day onward, without any deduc-
tions, and for 100 days into the future,
Blue Cross would assume a portion of

the risk, because their policy overlaps
the policy that would cover the basic
considerations, but it would assume no
part of the basic risk covered in the bill.

Mr. CURTIS. It would assume no
part of the Government's risk?

Mr. ANDERSON. That is correct.

Mr. CURTIS. Is it anticipated that
the Government would audit each indi-
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vidual claim handled and paid by the
Blue Cross?

Mr. ANDERSON. That question was
asked of me two or three times in the
preparation of the option amendment.
My only answer was that I would hope
not. At the present time a great many
bills come to the Department of Health,
Education, and Welfare for services sup-
plied by the Blue Cross. The Depart-
ment of Health, Education, and Welfare
audited those bills for a while and found
that the Blue Cross bills are—I was
about to say always in line, but I had
better not make that statement. Some
may have been found out of line. But
so far as I know, the Department has
never found anything wrong with bills

sent by Blue Cross.

I assume that if the Blue Cross took a
section of the plan, or if the Kaiser Co.
did, or if it were handled through East-
man Kodak Co.'s plan or handled
through some other large organization's
plan, the Government would audit a few
of the claims. It might do as the Inter-
nal Revenue Department does with ref-

erence to the income tax returns. It

might audit every 5th claim, every 10th
claim, or every 20th claim until it had
established for itself that since there was
no financial advantage to Blue Cross to

pad or reduce the claim, and since the
conduct of the company had been ex-
emplary all the way through in the
handling of claims, they could be
accepted with very little audit.

Mr. CURTIS. Is it not conceivable
that a case might arise in which, if the
Government's claim were paid in a
larger amount, Blue Cross' supplemenr
tary requirement to pay a supplemental
amount would be less?

Mr. ANDERSON. I cannot conceive
of that. If the bill should become law, a
man coming into a hospital would be
eligible to receive 90 days of hospitaliza-
tion, for which he would make a con-
tribution for the first 9 days at $10 a day.
How the Blue Cross would pad the hos-
pital bills and make the hospital sign up
for some service it did not render, is

beyond my comprehension.
Most hospitals are operated by chari-

ties, not by grafters.
Mr. CURTIS. I understand. But sup-

pose some medical attention were
rendered in a hospital. Who would
decide whether or not the service was
incident to the hospitalization, and
therefore should be carried under the
Government's plan, and who would
decide that another carrier—possibly the
Blue Cross—should pay for the service?
Mr. ANDERSON. I assume that in

the last analysis it would be the Govern-
ment. Last August I went into a hos-
pital and had my gall bladder removed.
I could have submitted my claim to three
different companies. I chose one. I
presented the claim and notified the rest
of whatever other insurance I had.
Somehow the companies made the neces-
sary adjustment. I assume that some-
thing like that would happen again.
Mr. CURTIS. What organizations or

business institutions besides Blue Cross
could take advantage of the option under
the language in the amendment of the
Senator from New Mexico?

Mr. ANDERSON. I mentioned the
Kaiser plan. I mentioned the fact that
many labor unions have a provision in

their agreements that would allow their

present benefits to be expanded in case

a bill of the nature of the one before the
Senate should pass, and therefore addi-

tional benefits would be made available

to their workers.
I refer specifically to the General

Motors contract, with which the Senator
may be familiar. If the bill should pass,

a basic coverage would be provided under
the bill under which it is conceivable
that General Motors could say, "in order
to balance what we have been doing
previously, we will not only give you
the benefits which we agreed to extend
at one time, but we will add other things,

because of the assumption of basic risk

under social security."
Mr. CURTIS. How about the case of

a nonprofit fraternal insurance society?

Mr. ANDERSON. A "sick and bury"
society?
Mr. CURTIS. Could a nonprofit, non-

taxable fraternal insurance society that
may be writing hospital insurance qual-
ify under that section?
Mr. ANDERSON. I can say only that

I believe it would be a question which
would depend upon what sort of non-
profit organization it was, and would
best be handled by the individuals who
would pass on the question when the
bill was passed and not by me. I would
not want - the measure to tie up the
Secretary of Health, Education, and
Welfare so that he could not operate.
Mr. JAVITS. Madam President, will

the Senator yield?
Mr. ANDERSON. The Senator from

New York has had more to do with the
option provision than I have, and I rec-
ognize the fact freely. The two Sena-
tors from New York [Mr. Javits and Mr.
Keating] , the Senator from Kentucky
[Mr. Cooper] and others came forward
with option provisions that seemed to
me to be a step in the right direction.

Because I regarded it as a step in the
right direction, such a provision was in-
serted in the bill. The Senator from
New York is more familiar with it than
I because for many days and nights the
two Senators from New York have tried
to work to find language that would fit

perfectly into the bill. I commend them
for it.

Mr. CURTIS. Madam President, I ask
unanimous consent that the present col-
loquy may take place without the dis-
tinguished Senator from New Mexico los-

ing his right to the floor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.
Mr. JAVITS. Madam President, I

should like to refer my colleague to the
language on page 47, lines 8 to 12, of the
amendments, which provides for a car-
rier which is exempt from income tax un-
der the Internal Revenue Code, and
thereby would open a door to nonprofit
organizations of all characters, whether
they are cooperative groups, unions, fra-
ternal organizations, or otherwise.

I also call to the attention of my col-
league the fact that the definitions which
are contained in the bill also relate to pri-
vate carriers, that is, profitmaking car-

riers, and would require them either to
be national in scope, in terms very
analogous to the kind of carriers that
function under the Federal Government's
employees insurance plan
Mr. CURTIS. In other words, an in-

surance company operated for profit

could qualify under the bill.

Mr. JAVITS. Provided it was either
national in scope or represented an ap-
preciable part of health coverage in a
particular State. I think the Senator
will find that the principles which are
contained in the option in the bill will be
finalized when the Senator from New
Mexico [Mr. Anderson] and we agree
upon the final character of the option.
For example, we may make a change in

the percentage of health insurance busi-
ness which an insurance company must
carry in a State in order to qualify. I

think the 10-percent figure which is now
contained in the amendment is too high,

but the principle will be established that
it can either be as it is now written, a
nonprofit organization, fraternal, or oth-
erwise, provided it is either a national
company or a substantial company with-
in a State. The 10 percent represents
the experience of the Senator from New
Mexico in his own company. That is the
way in which the program would operate.
As I say, there are three aspects: Non-
profit, a national company, or a com-
pany of appreciable consequence in the
health and insurance field in a State will

be able to qualify under the provision.

If the Senator from New Mexico will

allow me to proceed, we are at the stage
of elucidation, and I appreciate the way
in which the Senator from Oklahoma
[Mr. Kerr] has opened the question.
People are much more interested in what
we are tyring to do rather than in the
merits or demerits of the proposal, which
we will have plenty of time to hammer
out.

In terms of what we are trying to
accomplish, I point out that, like the
AMA, "the insurance companies have
been very much against the proposal

—

and I do not say this invidiously, because
they are honest and sincere in their op-
position. In connection with these op-
tions we worked in the field of two as-
pects. First, we have had to study the
present practice in order to determine
whether the option would lend itself to
being adapted within the context of the
present practice of Blue Cross and other
organizations; second, we have had to
do our utmost to look forward to a time
when this provision could be law and
when a company, in judging the pro-
visions, would find a sufficient induce-
ment in the option to get into this busi-
ness, using Government benefits, as it

were, as a business.

Mr. CURTIS. Madam President, how
many insurance companies does the Sen-
ator anticipate would qualify as being
national in scope?

Mr. JAVITS. I believe we can give
those figures. We have found that there
are about 750 insurance companies in
the country which write health insur-
ance. The best information we have
been able to get from reliable sources is

that under the definitions now contained
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in the amendment, even before a change
is made, about one-third of those com-
panies would be eligible under this op-
tion. We are advised—and this is all I

can tell the Senator—that this provision

is an even more liberal provision than
that contained in the statute for the
insurance of Government employees for

health, and that this provision allows

even more companies to participate than
does the regular Government employees'
health plan.

Mr. CURTIS. Would the Secretary
have authority arbitrarily to decide that

50 insurance companies, for example,
could act as adjusting or servicing agen-
cies, and would anyone who qualifies be
entitled to such a contract?
Mr. JAVITS. The latter is the case.

We have done our utmost to set out cri-

teria which are self-operative. I

remind the Senator from New Mexico
that he said there was one situation in

which Blue Cross could participate. I

believe there are two under the terms of

the bill, and therefore I think the record

should be made clear on that point. I

should like to have the record clearly

show that one would be under the option

provision which we are now discussing,

which is by all odds the most pertinent.

The other would be under the provision

of the Anderson amendment, which I

should like to read by number, so that

we are clear about it. It is section 1715,

at page 41, entitled "Use of Private Or-
ganizations to Facilitate Payment to

Providers of Service."

There is introduced a nongovern-
mental entity servicing a group of hos-
pitals, whether in a section, or area, or

some other identity.

Mr. CURTIS. What kind of service?

Mr. JAVITS. As an intermediary be-

tween them and their accountings with
the Federal Government. I am speak-
ing now for the Senator from New
Mexico, and I am sure he will correct me
if I am in error. The Senator from New
Mexico has ascertained that in many
areas hospitals would prefer to continue
their existing relationship with Blue
Cross and let it have the relationship

with the Government as being more
convenient.
Mr. CURTIS. Who would make the

selection of Blue Cross?
Mr. JAVITS. The hospital itself. We

are talking about two different parts of

the bill now.
Mr. CURTIS. I know.
Mr. JAVITS. We are talking about

section 1715, which relates to the use of

Blue Cross as an agent of the hospital,

and we are also talking, quite separately
and distinctly, about section 1716, which
involves the use of Blue Cross or any
other nonprofit or profit organization as

carriers, using the option which is given
to them.
Mr. CURTIS. The Senator means not

taking the risk to pay the corpus of the
benefits. Is that correct?
Mr. JAVITS. They would take some

risk. They would take whatever part
they contracted for, over and above the
governmental part.

Mr. CURTIS. Not the Government's
part.

Mr. JAVITS. No.

Mr. ANDERSON. Only the basic
risks covered by the law.
Mr. CURTIS. Is it conceivable that a

hospital would elect to have Blue Cross
exercise the duties set forth in section
1715 as a go-between between the Gov-
ernment and the hospital, and that the
patient in the hospital, being otherwise
qualified, would elect a private insurance
company to handle his claim?
Mr. KERR. Under section 1716.

Mr. CURTIS. Could that happen?
Mr. JAVITS. Yes. In that case the

relationship between the insurance
company would be with Blue Cross
which represented the hospital, instead
of with the Government'. The problem
could be handled very efficiently and
conveniently in that manner.
Mr. CURTIS. Is it the Senator's pro-

posal that there be a Government audit

of all transactions between Blue Cross
and the hospital pursuant to section
1715—an audit of the hospital claim and
and audit of the insurance company?
Mr. JAVITS. On the question of

audit, the answer would be "Yes." We
would build up an audit situation with
respect to individual claims. Let us
remember that rf we do not have the
Blue Cross as an intermediary, there is

involved either the individual hospital

or the beneficiary himself. The ques-
tion of audit exists in this situation, no
matter how it is done.

Therefore, the answer to the Senator's
inquiry about an audit would be "Yes."
Of course, we must immediately say that
that does not mean that every claim
would be audited. There we get into

the administration of claims audited by
a Government department. No matter
where we go, whether in the Depart-
ment of the Interior or the Department
of Agriculture, or any other branch of

Government, although they have the
right and power and authority to audit,

they do not necessarily audit every
claim.
Mr. CURTIS. We will leave the audit

matter for the moment. Will every one
of these claims be approved or disap-

proved by a representative of the U.S.
Government?
Mr. JAVITS. The Senator from New

Mexico will correct me if I am in error,

but I would say that the Government
will have full authority within the terms
of the law. The answer to the question,

"Can anyone qualify who can meet the
terms of the law?" is "Yes." The Gov-
ernment would have complete authority
as to the arrangement which is made,
in toto; but that does not necessarily
mean that the department will audit
every claim. That would apply whether
it involved Blue Cross, an insurance com-
pany, or a pension and welfare fund.
Therefore, the arrangement would be
entirely with the Government and en-
tirely under the jurisdiction of the Sec-
retary. That does not mean that he
would audit every claim.

Mr. CURTIS. Suppose an individual
otherwise qualified should spend only
1 day in the hospital. Would he be
entitled to benefits?

Mr. JAVITS. As I understand the
benefits laid out in the King-Anderson
bill, he would not; he must himself pay

for the first 9 days at $10 a day and at
the very minimum, $20. If 1 day should
cost more than $20, which is almost in-
conceivable, he would have a claim
against the Government.
Mr. ANDERSON. If I may interrupt

the colloquy at this point, Madam Presi-
dent, there are many technical ques-
tions being presented in the debate, and
I therefore ask unanimous consent that
representatives of the Department of
Health, Education, and Welfare, par-
ticularly Mr. Robert Ball, Coinmissioner
of Social Security, and Mr. Irwin Wolk-
stein, of that agency, may be privileged
to sit in the Senate Chamber during the
discussion.

The PRESIDING OFFICER. Without
objection, it is so ordered.
Mr. JAVITS. I, too, hope the Sena-

tor from New Mexico will take counsel
of his experts and interrupt those of us
who he may feel have responded to a
question in a way which he believes to

be wrong.
Mr. ANDERSON. I did not make the

request because I thought the answers
the Senator from New York was mak-
ing were incorrect. The subject is ex-
tremely complicated, and I thought we
should make certain that the informa-
tion we give is correct.

Mr. CURTIS. I appreciate the pa-
tience of both the distinguished Senators
for their answers, because, after all,

hearings have not been held on this pro-
posal.

Mr. ANDERSON. How did the Sena-
tor from Nebraska vote on the question
of holding hearings on the proposal?
Mr. CURTIS. I voted against hold-

ing hearings.
Mr. KERR. Did the Senator vote to

hold hearings if and when a bill came
from the House?
Mr. CURTIS. Yes.

Mr. ANDERSON. That is true. But
the committee always holds hearings if

a bill comes from the House. We tried

to have hearings on this proposal.

Mr. KERR. Did the Senator try to

have hearings on this provision?

Mr. ANDERSON. On what provision?

Mr. KERR. The provision in section

1716(a) was not in the bill on which the
Senator asked for hearings.

Mr. ANDERSON. We made some
changes in a good many provisions.
Those are questions which normally
would have arisen if hearings had been
held. The Senator from New York
would have come before the committee
and made suggestions, and the commit-
tee would have accepted or refused to

accept them.

But the Senator from Nebraska raised
the point that the committee has not
had hearings. I suggest that that is

not the best thing to say, when it was
the Senator from Nebraska who pre-
vented the committee from having
hearings.

Mr. CURTIS. I prefaced the state-
ment without specifying who was to
blame. I took the position that there
could not be hearings until a bill had
come from the House.

Mr. ANDERSON. Other Senators
probably voted that way because they
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thought it was the right way to proceed.

I do not question that.

Mr. KERR. A request was never
made to the Committee on Finance to

have hearings on section 1716(a), which
is one of the two items about which the
Senator from Nebraska was asking.

If the Senator from New York is

available, I should like to ask him a few
questions, in view of the fact that the
Senator from New Mexico has yielded to

him.
Mr. ANDERSON. Certainly. Madam

President, I ask unanimous consent that
the Senator from Oklahoma may have
the opportunity to discuss this subject
with the Senator from New York, with-
out my losing the floor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.
Mr. KERR. Do I correctly under-

stand that section 1715 was in the
Anderson amendment?
Mr. JAVITS. That is correct.

Mr. KERR. Section 1716(a) was not?
Mr. JAVTTS. That is correct.

Mr. CURTIS. "What about (b), (c),

(d), (e), (f),and (g)?
Mr. KERR. All of them were in the

two sections, sections 1715 and 1716.

Under section 1715, the provision with
reference to the agreement between the
Secretary and any organization or group
of organizations is triggered by the pro-
viders of the services seeking an agree-
ment.
Mr. JAVITS. That is correct.

Mr. KERR. But under section 1715(a)
the organization with whom the contract
is made, so far as this bill is concerned,
does not add to or take from the benefits

provided in the law.
Mr. JAVITS. If the Senator has not

misspoken himself, my answer to his

question is "Yes." Is he still talking
about section 1715(a) ?

Mr. KERR. I am.
Mr. JAVITS. That is correct.

Mr. KERR. The agreement, if made,
would be made at the request of the pro-
vider; and if made, would be an agree-
ment between the Secretary and the or-
ganization—it might be the Blue Cross
or any other organization—whereby the
designated organization would pay to the
provider, so far as the agreement was
concerned, the benefits provided in the
bill, and them only.

Mr. JAVITS. That is correct.

Mr. KERR. Section 1716 would be
triggered by a patient asking for the
privilege of having the benefits to which
he was entitled under the bill paid to

the provider by Blue Cross or some other
organization.
Mr. JAVITS. If the Senator will sub-

stitute for "patient" the word "benefi-

ciary," I would say "Yes."
Mr. KERR. Yes. He could not be a

beneficiary without being a patient.

Mr. JAVITS. There is a difference.

Mr. KERR. Suppose he were the
beneficiary.

Mr. JAVITS. I am not being captious.

The patient is a person already confined

to a hospital; he is already collecting

benefits; whereas a beneficiary is a per-

son who may or may not ultimately col-

lect the benefits. The dption, therefore,

is to be exercised by the person who is

the beneficiary.

Mr. KERR. By the person who would
get the benefit under section 1617(a) ?

Mr. JAVITS. That is correct.

Mr. KERR. By his making that re-

quest and triggering a situation where-
by Blue Cross or someone else became
the payor of the amounts of which the
beneficiary was the recipient, the bene-
fits from the Federal Government under
the bill would not be increased or de-
creased by his taking that action, would
they?
Mr. JAVTTS. That is correct.

Mr. KERR. But in each instance

—

that is, under the situation triggered un-
der section 1715 or under section 1716

—

for the same identical benefits that
would be payable without action being
triggered under section 1715 or 1716, the
Federal Government would pay the same
benefits plus a fee for the disbursing of

the amount by the intermediary.
Mr. JAVITS. I cannot agree with

that statement for this reason: it would
pay, plus a fee, and it would receive

value.
Mr. KERR. I did not say it would not

receive value ; I said it would pay the ex-

pense plus the amount agreed to under
the agreement between the intermediary
and the Secretary.
Mr. JAVITS. That is correct.

Mr. KERR. The patient would get no
more benefits.

Mr. JAVTTS. I. cannot agree that the
patient would not get more benefits. In
the first place, he would get more effi-

cient administration, which helps in the
sense that things run more smoothly be-
tween the hospital and the Government.
That would be under section 1715.

Under section 1716, the beneficiary

would get the advantage of being able to

induce those who are able to offer

broader benefits to engage in that line

of business.
Mr. KERR. The Senator has said that

the program would be administered bet-

ter if there were a Blue Cross interme-
diary doing those things. Is he thereby
saying that Blue Cross is able to admin-
ister more efficiently than the Depart-
ment of Health, Education, and Wel-
fare?
Mr. JAVITS. Not necessarily. I

merely say that in those cases in which
the hospitals would choose the interme-
diary, the beneficiary would be getting

the benefit of the fact that the hospital

would provide if there were a more effi-

cient way to deal with the Federal Gov-
ernment.
Mr. KERR. But the beneficiary would

not get any more benefits.

Mr. JAVITS. I think he would get
more benefits when things were going
smoothly between the hospital which was
looking after him and the Federal Gov-
ernment.
Mr. KERR. But he would not trigger

the procedure in that event.

Mr. JAVITS. It does not matter who
triggered it. The question is, Would he
get any advantage under the arrange-
ment that I have referred to in the bill?

I think he would.
Mr. KERR. He must indulge the as-

sumption that the hospital would be more
efficient in caring for the patient if it

were getting its money indirectly from
the Government than if it were getting

its money directly from the Government.
Mr. JAVITS. I think what is implicit

in the Senator's statement is that the
administration as between the hospital
and the Government is also a factor in
the kind of operation the hospital can
carry on, and therefore its service to the
patient.
Mr. KERR. In other words, the Sen-

ator from New York takes the position
that a hospital would give a patient bet-
ter service if Blue Cross were paying the
hospital for the service than it would
give if the Government were paying ii

for its service, although the money in
both instances would come from the
Government—in the one instance
through the Blue Cross, and in other in-
stance direct.,

Mr. JAVITS. The Senator from New
York does not take any such position in
terms of the personal bedside service
that a patient might get. The Senator
does take that position in terms of ef-
ficiency of operation between a group
of hospitals and the Government, if it

choose to operate through an inter-
mediary. I thing we have a right to
assume that the operation would be
smoother for them and, therefore, in
those very strange ways which con-
tribute to the satisfaction of a patient,
the smoothness of operation between the
privider of the service and the Govern-
ment would, in my view, also benefit the
patient.
That does not mean that there would

be an orderly around at all times with
a bedpan; but in those interesting ways
which, in a hospital organization, com-
municate themselves to patients when
things are going smoothly and efficiently,

as compared with when they are not,
if the hospitals choose to have an in-
termediary between them and the Fed-
eral Government, the operation will go
more smoothly, in my opinion, and will

be of benefit .to the patient.
Mr. KERR. In each analysis, the

Federal Government will have to de-
termine whether it will pay the claims
or not.
Mr. JAVITS. Yes; it will.

Mr. KERR. In the event it pays the
claim through an intermediary, the Gov-
ernment will pay the claim plus a fee.

Is that correct?
Mr. JAVITS. That is correct. But I

say that for that the Federal Govern-
ment will get a benefit in the reduction
of its own cost of administration and
in the greater efficiency, in my opinion,
with which, in that particular case

—

because that is the way the hospitals
choose to conduct their business—it

would operate, with the hospital.
Mr. KERR. Has the Senator heard

from Blue Cross as to whether they de-
sire this arrangement?
Mr. JAVITS. I have not. In the first

place, this is not my arrangement, so I

would not have heard from Blue Cross
as to section 1715. The Senator from
New Mexico would have to answer as to

that.

Mr. KERR. The Senator has spon-
sored it, has he not?

Mr. JAVITS. I will have to answer
for that. It is easy to jump from one
to another. We are talking about sec-

tion 1715. In respect to section 1715,
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I am a party to the bill. I believe in
it as fully as does the Senator from New
Mexico. But as to the direct evidence
of communication with Blue Cross, I

must leave that to the Senator from
New Mexico to answer.
As to section 1716, 1 can speak, myself.

I have done my utmost by consulting
those in the field whom I consider to be
of very great competence regarding the
way in which the Blue Cross operates

—

and I shall be glad to give the Senator
the name of my expert, so that when this

option is finally turned out in its final

form—for it is not yet in a form which
is to my satisfaction

Mr. KERR. Then the Senator from
New York is not yet satisfied with sec-

tion 1716?

Mr. JAVITS. I am satisfied with its

basic principles. I stated the areas in

which I am not yet satisfied with it; and
we are now in what is, relatively speak-
ing, an early stage of this debate. I have
done my utmost to ascertain the princi-

ples now incorporated in this option, and
the principles which will be incorporated
in it when it is perfected. We may differ

as to a percentage here or there, but this

is now essentially as it will be, as regards
the principles and the operating basis,

which should interest Blue Cross and
other cooperatives, and should also in-

terest the insurance companies. I can-
not get them to say now that they will

use this. The opposition of all these en-
tities is, as the Senator knows, very deep,
but it is sincere. However, I am con-
fident that if we set up a plan which, in

the final analysis, will be such that they
will be able to engage in it, there will be
an excellent chance that they will en-
gage in it.

But I think it is idle to suppose that
we can now guarantee the extent to
which the option will be exercised. How-
ever, the bill is not premised on that.

The bill is premised on the opportunity;
and we believe the opportunity will be
presented in an effective way, so that it

can be availed of by those within the
complex of these private-enterprise en-
tities.

Mr. KERR. But in order to do that,

the Senator is assuming that the lan-
guage of the bill will be changed, so that
it will be acceptable to those who have
not yet indicated to the Senator that it

is acceptable to them; is that correct.

Mr. JAVITS. I think the changes of
language will merely serve to improve
a situation which, in my opinion, is al-

ready workable.

Mr. KERR. But the Senator has said,

with reference to the language now in

the bill, that he has not been able to get
them to agree to operate under it.

Mr. JAVITS. That is correct; I have
not yet been able to get anyone to agree
to operate under it. And in my opinion
that will be impossible until the bill be-
comes law, because the opposition of all

these entities—their opposition to the
bill and to the option and to everything
else in that connection—is so deep that
they will not agree that they can do
anything with it, because they feel—and
feel it quite sincerely, I believe—that
such agreement by them now would
compromise the depth and the intensity

of their opposition. So if the standard
of judgment is going to be that Blue
Cross or the insurance companies will

agree that they will use this, if I am
going to accept that as the standard of
judgment, then I guarantee the defeat
of this whole proposition. So I will not
do that, and I do not think it is neces-
sary to have it before Senators decide
whether they will vote yea or nay on
this measure. I think other Senators
will have to do what I have had to do,

namely, determine on the basis of my
experience and all the research I can
make that this measure, as it will be
passed by the Senate, will be susceptible

of use; and thus there will be an option,

and an opportunity—but not a guaran-
tee in that connection—for the insur-

ance companies and others actually to

utilize the option.
Mr. KERR. Madam President, will

the Senator from New York yield?

Mr. JAVITS. I yield.

Mr. KERR. Is the opposition to which
the Senator refers—the opposition

which he has said is so deep seated

—

any greater than the opposition the

Senator from New York himself ex-

pressed in 1960, on the floor of the Sen-
ate, In connection with a plan, proposed
under a social security tax program?
Mr. JAVITS. Yes, I think it is much

more deep seated and severe than the

opposition I expressed to the social secu-

rity method of financing, because they
do not favor any kind of a medicare bill;

and at that time, and to this very day,

I am for a medicare bill ; and my support

of that position is superior to my opposi-

tion in the other case, so I have since

changed my reason for being opposed to

that method of social security financing.

Mr. KERR. But in 1960 the Senator
from New York was deeply opposed to

the Social Security financing plan, was
he?
Mr. JAVITS. I was.
Mr. KERR. And the Senator from

New York so expressed himself on the
floor at that time, did he?
Mr. JAVITS. Yes.
Mr. CURTIS. Madam President, will

the Senator from New York yield?

Mr. JAVITS. I yield.

Mr. CURTIS. Referring to section.

1715, on page 41, what organizations or

institutions or entities, other than the
Blue Cross, can be utilized in connec-
tion with that section?

Mr. JAVITS. There are a wide range
of organizations that can be. For in-

stance, in New York we have two organ-
izations: one is called Group Health
Insurance—GHI; the other is the Health
Insurance Plan. They are very large
organizations; for example, one of them
covers all employees of the city of New
York. I believe that probably an or-
ganization of that type—and New York
is not unique in that respect; there are
others, in other parts of the country

—

could come under that plan. In addi-
tion, as the Senator from New Mexico
[Mr. Anderson] has said, there are many
other plans throughout the country

—

plans of industries and of trade unions

—

which have the necessary contractual
flexibility to come within the purview of
these provisions, once the provisions are
available to us.

Mr. CURTIS. In reference to section
1716, beginning on page 45, could a newly
formed, tax-exempt organization qualify
for the purposes of that section?
Mr. JAVITS. If a newly formed or-

ganization is tax exempt and is licensed
to do business in the State from which
it requests approval to operate under
that section, it may be qualified.
Mr. CURTIS. Could a newly formed

insurance company, without qualifying
nationally and without qualifying in
whatever percentage is provided in lines
20 to 25, on page 47, qualify?
Mr. JAVITS. That would depend on

the definition of "newly formed." A
newly formed insurance company with
even a modicum of experience—for ex-
ample, experience of a year or two or
three years, which is a rather small
amount of experience for an Insurance
company—could qualify in a State un-
der the percentage provision on page
47, in lines 20 to 25.

Mr. CURTIS. It would have to have
at least 10 percent of such payments in
that State, would it?

Mr. JAVITS. Yes. That calls for a
certain amount of maturity, let us say,
on the part of the company. In other
words, it could not qualify the day it was
organized, unless it could qualify under
subsection (B) which requires a deter-
mination by the Secretary that the com-
pany is national in scope.
Mr. CURTIS. Does the Senator have

any idea as to whether the words "10
percent of such payments in such State"
refer to premiums or to other payments?
Mr. ANDERSON. I should like to say

that a newly formed company which
never has written any business obviously
could not qualify. But the same thing
could happen to such a company that
is now happening to the Government
Employees Health Plan—where the
larger companies which have taken over
these risks are allowed to farm out por-
tions of the risks, and they are doing it

now; they are doing that under all these
policies that are being issued. They
have a right to do it, and they do do it.

Mr. CURTIS. That was part of the
basic legislation and the contract, was
it not?
Mr. ANDERSON. It was required, but

I do not think it is In the contract.
Mr. CURTIS. Is it required in this

bill?

Mr. ANDERSON. No. We discussed
including such a provision; but someone
suggested that since they had done it

under the other program without such
a requirement, they probably could do
this without such a requirement.
Mr. CURTIS. But I do not know what

the 10 percent requirement on page 47
figures out to. It may be that some
sound, established companies which are
not now nationally known could not get
10 percent of that business.
Mr. ANDERSON. Let me explain how

that version was included. Not every
insurance company tries to write in-
surance in every State. So I tried to find
a figure which would be a little more
liberal than the one used originally in
the Government Employees' Health Act,
which prodded that the company must
be licensed in all 50 States. At one time,
Texas passed the Ferguson Act, which
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required life insurance companies to in-

vest inside the State of Texas all their

assets representing reserves for that par-
ticular State. So companies, such as

New York Life and Prudential and
Equitable, withdrew from Texas; and a
whole flood of new companies were or-

ganized in Texas to handle that busi-

ness. Most of the big companies have
now gone back into Texas; but for a
long time they were out of Texas.
So a requirement that such a com-

pany must operate in all 50 of the States
would have meant that a big company
would have been excluded if it had not
been operating in Texas at that time.

Then we included the provision about
being national in scope; and the provi-

sion is that if the Secretary determines
the company is national in scope, that
will be satisfactory.

The provision in regard to 10 percent
comes about in a different way. In many
States there are companies which have
a large amount of business in a particu-

lar State. I think the Lamar Co.

'

is the largest writer in Mississippi—or,

at least, it is one of the large writers

there. Certainly it would write more
than 10 percent of the business there;

and, naturally, under those circum-
stances it would be able to qualify under
this 10 percent requirement.

I say very frankly to the Senator
from Nebraska that I do not guarantee
that 10 percent is the proper figure. Five
percent may be better. I do not know.
Mr. CURTIS. It is conceivable that

there might be 40 or 50 well qualified,

sound insurance companies writing hos-
pital insurance in the State of Nebraska,
and very few of them would have 10
percent of the business. Are they to be
barred, and are only those which have
10 percent of the business to get in?
Mr. JAVITS. Madam President, will

the Senator yield to me on this point?
Mr. ANDERSON. I yield.

Mr. JAVITS. This is one of the areas
of the bill which I consider as unfinished.
I am delighted to have heard the Sena-
tor. I think the figure will be fixed at 5
percent,.and not 10 percent. I hope, too,

that Senators as deeply interested in this
subject as is the Senator from Nebraska
will ascertain for us the appropriate in-
formation, because we are interested in
factual information as to what would
be a fair breaking point as between a
company operating substantially in a
State, and companies that have a very
minor or small interest.

Mr. ANDERSON. I tried to bend over
backward, as far as a human being could
bend, to make sure that there were no
exclusions of that nature in the amend-
ment. Not only are the original provi-
sions retained, but 10 percent is quite,
ample, because if there are 40 or 50 com-
panies located in Nebraska writing in-
surance

Mr. CURTIS. They do not have to be
located in Nebraska. For example, New
York Life, or Prudential, could be writing
insurance in Nebraska; and we have a
dozen of our own.
Mr. ANDERSON. If the Senator could

imagine the Secretary of Health, Educa-
tion, and Welfare saying that Pru-

dential was not national in scope, he
would be imagining the impossible.

Mr. CURTIS. I am talking about a
business that asks for it but cannot get
10 percent of it.

Mr. ANDERSON. If the Senator will

turn to the next page, it provides:

In the case of a carrier which is not in-

cluded in subparagraph (A), (B), or (C), is

licensed to issue group health insurance in

the State with respect to which it requests
approval hereunder.

The situation can be taken care of.

If the insurance commissioner says, "It is

a small company, but it is being man-
aged by good people, and is well known,"
it can qualify, and the Secretary of

Health, Education, and Welfare can ap-
prove it; but it must write group insur-

ance, and not merely individual policies.

Mr. CURTIS. But if the companies do
write for groups, they qualify in toto?

Mr. ANDERSON. That is correct, «

Mr. CURTIS. I thank the Senator,

as well as the Senator from New York,
for their great patience. '

Mr. ANDERSON. I think the ques-
tions of the Senator from Nebraska are

entirely proper. In the last few days we
have asked hundreds of questions among
ourselves.

The question as to which company
should qualify was one in which I had a
personal interest, because when I

launched a company many years ago, I

could not qualify under the law. I had
to put up money I did not personally

have. I had to borrow it and take out a
policy on my life to insure repayment of

the money.
Mr. AIKEN. Madam President, will

the Senator yield for a question?
Mr. ANDERSON. I yield.

Mr. AIKEN. I am wondering if the
insurance companies have indicated a
desire or willingness to carry on the
medicare program under the provisions

of the Anderson amendment. Do they
generally support the amendment of the
Senator from New Mexico? What is

their position? I have had communica-
tions from them asking my position, but,

so far as I know, none of them has indi-

cated to me what its position is, al-

though I can infer, from reading be-
tween the lines, they are not happy with
the amendment of the Senator from New
Mexico.
Mr. ANDERSON. There is a mutual

casualty group to which I have made
contributions as president of a mutual
insurance company, and a few days ago
I received from them a vigorous letter

telling me how awful this bill was. So I

assume it is typical of the sort of com-
ment we constantly receive from all sorts

of insurance groups.
When the original Social Security Act

was underway, there were those of us
who were rash enough to predict it would
be a fine thing for the insurance busi-
ness. That view was not universally
shared by those in the insurance busi-
ness. The Senator from Vermont will

recall that.

I pointed out, in that early day, if

people were assured that their retire-
ment needs were protected, they would
have money to buy life insurance. Many

insurance policies were annuity policies
for protection of old-age requirements.
They were wonderful if the people lived

;

but if they died there were not many
benefits for their families. By establish-
ing social security, the life insurance
companies were permitted to show the
value of having life insurance. There
has been a great increase in pension
plans and life insurance.

I predict to the Senator that if this
measure is enacted into law, we shall see
the greatest expansion of the health in-
surance business that this country can
imagine.
Mr. AIKEN. I know how the Sen-

ator from New Mexico feels. He may
recall that I worked for the St. Law-
rence Seaway for 20 years, and when
that law was finally enacted those who
worked hardest against its establishment
derived the greatest benefits from it. It
seems to me the same thing may hap-
pen in the case of the medicare bill.

Mr. ANDERSON. My guess is that in
the first few years after the bill becomes
law we shall see a great expansion of
insurance, because once the basic cover-
age is taken care of, people can always
take care of themselves through the Blue
Shield or similar plans. We shall see
labor organizations getting contracts
providing for the very basic needs, and
there will be an expansion in the insur-
ance field far beyond what is now in
effect.

While the Senator from Michigan
[Mr. McNamara] was absent from the
Chamber, I referred to the insurance
plan of the United Auto Workers in
which there is specific provision to per-
mit them to expand far beyond what is

now in effect.

This will be one of the great blessings
of the law. One of the reasons why I
have said that, in the last analysis, this
measure will be a boon to the medical
profession is that there are many doc-
tors who cannot get their bills paid, be-
cause when patients get through paying
hospital bills nothing is left. Because
of the expansion of service provided by
this bill to take care of people, they will

fbe able to pay, their doctors, and that
would be a fine thing.

Specifically, the answer to the ques-
tion of the Senator from Vermont is that
the insurance companies generally are
not enthusiastic about this measure.
They were not enthusiastic about the
first provision. They were bitterly op-
posed to disability insurance in 1956. It
was a horrible thing. It was going to
destroy them. The bill passed, and we
do not hear a word now against it from
anybody. It is a fine proposal. Just as
occurred in the case of the St. Lawrence
Seaway, we shall find the same thing in
this case. People who fought against it

will say it is a good thing.

Mr. JAVITS. Madam President, will

the Senator yield?

Mr. ANDERSON. I yield.

Mr. JAVITS. I would like the world
to know that I will stand shoulder to
shoulder with the Senator from New
Mexico [Mr. Anderson] on this bill.

Whatever our problems are with the
option provision, we will solve them.
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Second, I think we have not broken
through the hard crust of opposition,

which is merely opposition which comes
to us from the insurance companies
which do not want government in the
insurance business. They have not got-

ten down to what the bill means, the
opportunities under it, and so forth.

I would count it as fortunate—and I

know the Senator will help us if he can

—

if we could get some of the insurance
companies down tp the specific cases of

what they can do with particular pro-
visions of the measure, or what they
cannot do. That would be most helpful

in respect to the drafting of the bill it-

self.

Mr. AIKEN. One thing which bothers

me considerably about the proposal is

that the financing involves a tax on peo-
ple with low incomes, incomes of $5,200

a year or less, whereas there is to be no
restriction on the benefits. It seems to

me that most of the retired corporation

officials of this country have reached the

age of 65 and would get the full benefits

of the program, without regard to cost.

I do not like to see the burden of the

cost placed on people with low incomes.

Mr. JAVITS. Madam President, if

the Senator will yield to me further, no
doubt the Senator from Vermont will

remember that I was one of the most
ardent opponents of the regressive aspect

of financing the proposal through the

social security system. I opposed the

program at the time it was before the

Senate, and some thought at great po-
litical risk. I voted against the bill in

August of 1960. I am proud I did so.

Madam President, I am thoroughly
persuaded that this is the way the peo-
ple who are in that income bracket would
like to have it. If they look at it in that

way, from the point of view of a hard-
headed, pay-as-you-go approach, it

involves a vast source of money, and I

do not see how we as Senators could

in good conscience say, "We are not
going to permit you to do so."

We have not had a plebiscite or a
referendum upon the subject, but I say

to my beloved colleague that I am con-
vinced that the overwhelming majority
of people who are under social security

want to finance the program in this way.
They take a certain pride in the fact

that they would actually deposit the
money themselves. I do not see why we
should prevent them from doing so, be-

cause that is a very hardheaded way of

paying for most of the cost of the pro-
gram as we go along.

Mr. AIKEN. Both the proponents
and the opponents of the Anderson
amendment have behind them powerful
national organizations which perhaps
wield some influence on their members.
I know a few people who belong to labor

unions who perhaps do not agree with
the top-level leadership of such unions.

I know doctors who have not spoken in

ultracomplimentary terms of the AMA,
and with respect to whom one gets the
feeling that they merely "go along."

I shall listen to the debate as atten-
tively as possible, as it continues. When
the time comes to vote, I shall weigh the
advantages of the measure as it may

then be worded against its disadvan-
tages. I shall vote accordingly.
Mr. JAVITS. I thank my colleague.
Mr. PASTORE. Madam President,

will the Senator yield to me at this
point?

Mr. ANDERSON. If the Senator does
not mind, first I should like to yield to
the Senator from Ohio [Mr. Young],
who has been waiting.
Mr. YOUNG of Ohio. Madam Presi-

dent, I fully agree with the statement
which has been made by the distin-
guished senior Senator from New York.
In 1960 I voted for a medical-care-for-
the-elderly program within our social

security system. There has never been
a doubt in my mind that this is what
the vast majority of Americans desire
and are entitled to.

The distinguished junior Senator from
New Mexico is correct in the statements
he has made concerning insurance com-
pany executives and the attitude they
have taken in the past. In 1949 and
1950 I was a member of the Committee
on Ways and Means of the other body.
That committee then worked for some
6 months in respect to liberalizing and
expanding the social security program.
At that time, despite the fine experience
which the American people had had
from 1935 to 1949 with the social secu-
rity program, executives of many of the
insurance companies of the United
States appeared before the Committee
on Ways and Means and denounced the
great work which was being done in that
committee at that time in respect to
expanding, liberalizing, and extending
the social security system.

Despite their continuing opposition
over the years from 1935 to this good
hour, the private insurance companies
of this Nation have increased their busi-

ness by leaps and bounds. Years ago,

people were not security minded. The
social sceurity law has brought about a
change in the feelings of the people of

this country, and has caused them to be-
come more security conscious in regard
to their aging years. That has been a
good thing for all, including private in-

surance companies.
Like the Senator from New Mexico and

the Senator from New York, I am sure

I am numbered with many people who
look forward to the day when the social

security law of this country will be uni-

versal in its application, when it will

adequately cover all who are employed
by others and all who are self-employed.

We are undertaking a great work in

the Senate in connection with the
amendments which have been offered by
the distinguished Senator from New
Mexico. We are going forward. Under
the leadership of the junior Senator
from New Mexico we shall provide a
great service for the American people.

Someday, the executives of the life in-

surance companies will realize this.

More and more the physicians and sur-

geons of this country who are members
of the American Medical Association are
realizing the great service provided the
American people by the social security

laws. I think the rank and file of the
American Medical Association are now

beginning to realize that they have been
on the wrong track in the past and that
this legislation is in the best interests of
all Americans, including those in the
medical profession.

Mr. ANDERSON. Madam President,
a great many people who are connected
with insurance companies are most sym-
pathetic to what has been suggested.
They recognized that it is probably not

wise to advocate this sort of program.
I agree with that, because it is a pro-
gram which sometimes has caused some
misunderstanding and at times had led
to some abuse.
Many of those people, however, have

been extremely helpful in regard to pro-
viding information. For example, I
wrote to one of the large insurance com-
panies and asked the question, "Has
your business grown since the passage
of the social security law because people
have had money to put into life insur-
ance, whereas they did not have it avail-
able before?" I have been provided with
much valuable information, showing the
tremendous growth of the insurance
companies.
Madam President, I yield to the Sen-

ator from Rhode Island [Mr. Pastore].
Mr. PASTORE. Madam President, I

should like to add my voice in support
of the proposed legislation. I have been
in the Chamber only a short period of

time, but I have heard most of the col-

loquy between the distinguished Senator
from New Mexico and the Senator from
New York. I quite agree that one of Che
phenomena in regard to the proposed
legislation, as pointed out by the Sen-
ator from New York, is that the people
who are under social security are really

the ones who favor this approach to the
problem. They want to build up the
fund during their productive working
years, to provide for themselves in the
twilight of their lives, when, most likely,

they will be subject to this kind of ex-
pense and will not have the available

funds with which to pay for it.

There is another amazing thing
which I have experienced. I do not
know what has been the experience of

others in this Chamber, but I have every
regard for their sincerity, as I hope they
have for mine. When one speaks to an
individual doctor—and I have talked

with many of them—one finds his posi-

tion often quite different from the posi-

tion taken by doctors as members of an
organization.
Not long ago I was asked to address

the wives of the staff members of a
Rhode Island hospital. Our discussion

drifted into the question of hospital care.

I asked them if they knew what was
contained in the pending proposal.

Many of them did not know what was in

it. When one talked to them about it

lucidly and individually, they did not see

any objection to the proposal. They did

not see how it had anything to do with
them. No choice of doctors is involved.

There is no question of medical expense
involved in the proposed legislation.

The proposal merely calls for hospital-

ization, and for that kind of hospitaliza-

tion involved after a certain number of

days, as I understand. The sickness
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must be chronic in nature before any
real benefits will be available to an in-

dividual under the proposed legislation;

is that correct?
Mr. ANDERSON. I would not use the

word "chronic," I would say the sickness

would have to be severe.

Mr. PASTORS. How many days
would a person have to be hospitalized

before he could receive benefits?

Mr. ANDERSON. A person could
start receiving benefits the first day, if

his bill were large enough. This involves

$10 a day as a deductible for the first

9 days. At the present rates of hospital

care, that might be not nearly sufficient.

The average cost to the hospital has
gone from about $9.50 a day in 1946 up to

about $35 a day at present.

Mr. PASTORE. In other words, for

the first 9 days a person would have to

pay $10 a day?
Mr. ANDERSON. The person would

have to contribute $10 a day for the first

9 days. The balance of the bill would be
paid by the fund. That would be, at the
present time, about $20 or $25 a day.
Mr. PASTORE. In other words, an

individual would be required to pay out
of his own pocket $10 each day for the
first/ 9 d&y

s

Mr. ANDERSON. And the doctor
must certify that he had to come to the
hospital.

Mr. PASTORE. There would be no
featherbedding under that provision.

Mr. ANDERSON. Certainly not.
Mr. PASTORE. Clearly the last place

people wish to go is to a hospital. Most
people do not want to go to a hospital
unless they are really required to go.

But for the life of me I do not know why
anyone would resist proposed legislation

that would assist individuals building up
a fund during the time they are employed
so they could take care of themselves on
their own with dignity when they really
need the hospital care after becoming 65
years of age.

The only people who talk about free-
dom of action and choice are—God bless
them—those who do not need it to begin
with.

I thank the able Senator.
Mr. KEATING. Madam President,

will the Senator yield?
Mr. ANDERSON. I yield to the Sena-

tor from New York.
Mr. KEATING. Let me add a point to

what the Senator from Rhode Island has
just said. Last year, I conducted a poll
on health care for the aged which was
sent to about l,05u doctors in New York
State. The names were selected at ran-
dom from the telephone book, 43 percent
of them were selected from the city of
New York and 57 percent from outside
the city of New York. These percentages
were selected because that is the voting
ratio between New York City and the
rest of New York State.
Rural doctors were not included, but

43 percent of the doctors from New York
City and 57 percent from Buffalo,
Rochester, Syracuse, Albany, and the
other principal cities of New York State,
were included.

The first question asked was approx-
imately as follows:

Do you feel that the Federal Govern-
ment has any responsibility In the field of

medical care?

Approximately 80 percent answered
"Yes," to that question.
The next question had to do with fi-

nancing which, of course, includes the
Kerr-Mills method, the voluntary ap-
proach, and financing under social se-

curity. I was very much surprised to

find that one-third of those who fav-
ored a Federal role in this field sup-
ported financing under social security.

Perhaps it is indicative of the high level

of interest in this issue that over 50 per-
cent answered the poll, which is consid-
ered a very high percentage.
Mr. ANDERSON. Very good.
Mr. KEATING. Approximately 500.

Of those who felt that there was a re-
sponsibility on the part of the Federal
Government, one-third said that they
thought that it should be financed un-
der social security. This is a little addi-
tion to what the Senator from Rhode
Island has said.

I believe it would be fair to say that
probably the large majority of doctors
are opposed to this proposed legislation,
even in its revised form. But I do not
think their opposition is as intense as
it was to the original bill. At least, I
hope not.
As my survey and other similar polls

have shown, there is a very substantial
body of doctors who feel that the sound
and proper method of financing medical
care is under social security.
Mr. PASTORE. Mr. President, will

the Senator yield?
Mr. ANDERSON. I yield.

Mr. PASTORE. We continue to refer
to "medical care." That is farthest away
from what the bill provides.

Mr. ANDERSON. The Senator is cor-
rect.

Mr. PASTORE. It is really a hospital
care program. That is all it amounts to.
It would not pay for doctors. It would
not prohibit, restrain, or compel the
choice of a doctor. The bill merely pro-
vides for hospital care, and for the first

9 days of hospitalization an individual
would have to pay $10 a day out of his
own pocket.

Mr. ANDERSON. The Senator is

quite correct. We should get away from
using the term "medical care."

Mr. PASTORE. It is not medical care.

Mr. ANDERSON. The hospital is the
center of all medical care. For that rea-
son it is important to get patients into
a hospital early. They must realize that
they should be in the hospital. We
should make it possible for doctors to
send patients to hospitals in time to do
some good for the patients. I think it

is a fine thing that doctors are coming
to accept that idea.

I was surprised when the medical so-
ciety in my hometown decided to con-
duct a poll on the question. Then the
problem arose as to whether it should be
a secret poll. The idea was opposed, but
finally a secret poll was agreed upon. I
was satisfied with the number who be-
lieve that the proposed program might
be a successful approach.

I wish to return to one of the prin-
cipal points I have made. People in

the classes concerned would tax them-
selves for the benefits proposed. The
social security benefits are what the
worker really wants. He wants the help
without a means test, and he knows that
he can get the assistance he will need
in later years.

A short time ago testimony was re-

ceived that persons at lower earning
levels would receive a greater return for

their contribution than those at higher
earning levels because the benefit for-

mula is weighted in favor of those at
the lower earning level. Under the
health care proposal a worker earning
$2,400 a year would pay $6 in increased
taxes and a worker earning $4,800 a year
would pay $12. Both would receive the
same health insurance benefits. Thus
the proposal would add an additional
factor favoring the low-income worker.

We have had a great deal of discus-

sion as to the plan. I was in a doctor's

office talking to the doctor about my
difficulties one day. On his desk lay a
pamphlet entitled "Medical Aid for the
Aged." Naturally I had more than pass-
ing interest in it. I picked it up, read
it, and asked him if I could put it in

my pocket. I did." I carried it with
me. Those pamphlets are what the
American Medical Association was put-
ting out. These are further reasons why
we believe socialized medicine for the
aged should be rejected.

Those who have joined in trying to

have a bipartisan approach to this ques-
tion have tried to write into the bill a
provision that would make sure that it

would not be regarded as socialized medi-
cine. There are provisions in the bill

with respect to the selection and accred-
itation of hospitals. We put the provi-

sions on the highest possible basis.

Accreditation by a committee" would
be required. Accreditation would in-

clude credentials from the American
Hospital Association, the American
Medical Association, the American Col-
lege of Physicians, and the American
College of Surgeons. There is no way
in the world that someone could call that
an attempt to build up socialized medi-
cine.

Mr. MILLER. Madam President, will

the Senator yield?

Mr. ANDERSON. I yield.

Mr. MILLER^ I should like to cite

to my good friend the Senator from New
Mexico an example and see how the bill

would affect the example. Incidentally,

it is an actual case. The case is that of a
young man, age 25, married, with two
children, working at a job, covered by
social security. He came down with
multiple sclerosis, which in that par-
ticular case went on for about 8 years
before he passed away. During prac-
tically all of that time he was completely
bedridden. What would be the cover-

age that he or his family would receive

under the amendments of the Senator
from New Mexico?
Mr. ANDERSON. I am sorry. It is

a bill for aged. It is not a health care
program.
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Mr. MILLER. I was wondering if,

because of the fact that the young man
became eligible for disability benefits

under the social security system, there
would be any provision in the bill that
would cover him?
Mr. ANDERSON. I say again to the

able Senator from Iowa that the amend-
ments do not set forth a general health
protection program. A person 25 years
old would not be covered by a bill that
provides for health care at the age of

65.

Mr. MILLER. There is no provision

in the bill for coverage of someone
under the age of 65 who becomes eligible

for social security benefits on account
of disability, then?
Mr. ANDERSON. Only his widow

when she is 65 years of age, under the
bill.

Mr. MILLER. I wished to ask that
question of the distinguished Senator
from New Mexico because I wanted to

be absolutely sure that my impression
was correct. My impression was that

the man assumed in my example would
not be covered.
Mr. ANDERSON. If we were to at-

tempt to write a complete program of

universal medical coverage, we could not
do so with an addition of one-quarter
of 1 percent to the social security pay-
ments. That is why we must hold to

those things that can be covered.

There are many instances of the na-
ture described by the Senator from Iowa
that are very difficult. I received an
account of one today in my mail. We
get them constantly. The case to which
I refer is that of a woman 45 or 48 years

of age. She had been saving to send
her boy to college. She had enough
money to start him into school and was
well satisfied with the situation. She
is a widow. A short time ago she dis-

covered that she had cancer. All the

funds that she had set aside for the son's

schooling are now gone. She said,

"What can I do for my boy?"

Those are tragic instances. No one
can wipe them away or laugh them away.
At the same time it is not the purpose
of the bill to try to control all the things

that happen in a society.

Mr. MILLER. The point I should like

to make is that we should really try to

base the benefits of the bill on a financial

need basis instead of extending them to

millionaires as well as to poor people, and
that we might arrange to cover the
catastrophic situations such as the one
that I have given. Several other situa-

tions have been brought to my attention
which I hope to bring before the Senate
before the debate on the amendments is

completed. My point is that we have
these catastrophic situations confront-
ing us which, I believe, every Member of
the Senate would like to have covered
and which, as the Senator from New
Mexico has said, we cannot cover at one-
eighth of 1 percent contribution, if we
are to have complete and general cover-
age. I believe we could cover situations
like that if we were to limit the benefits
to those who actually need them, rather
than to give them to everyone, rich and
poor alike.

Mr. ANDERSON. A great deal has
been said about the fact that the bill

would cover millionaires. I say to the
Senator from Iowa that men with very
large incomes already have all the pro-
tection they need when they get past 65.

Once a person become 65, his entire doc-
tor bill is deductible, as I discovered
when I celebrated my 65th birthday, and
as I have enjoyed since. Shortly after I

became 65 I went to a very good dentist

who built a small model of the Taj Mahal
in my mouth. I worried about it. I

thought he was taking in more territory

than he should. As a member of the
Committee on Interior and Insular Af-
fairs I wanted to confine him to a re-

stricted area. However, he took in a
very substantial area and fixed things

up in a fine fashion. When I got the bill

I was not very calm about it. I thought
it was more than it should be. I pointed
that out to my wife. She, having more
sense than I have, said, "Have you
stopped to consider that you are past 65

and that this bill is deductible?"
The reduction for what the Senator

says is a millionaire past 65 can run to

91 percent of the bill. Many people in

the lower income tax brackets would like

that too. It is not much satisfaction to a
man who is well supplied with money to

have this new benefit come to him. One
might make that same statement with
reference to the whole social security

system in general.

Mr. MILLER If it is not much satis-

faction, why do we enact legislation to

give them that benefit?

Mr. ANDERSON. We do not legislate

for the benefit of millionaires. We leg-

islate for the benefit of all people who are

past 65. In that way we deal with people
who may have a $50,000 income, who
constitute three-tenths of 1 percent of

all of those who are eligible under OASI.
For those who have incomes of over $10,-

000 or more, it is only 3 percent. The
other 97 percent are the ones for whom
we legislate. We cannot help it if three-

tenths of 1 percent get under the tent

and are eligible for the benefits. I do
not expect them to ask for it. I am told

that there is a man in the Senate who, if

he wanted to, could go out to Walter
Reed and have certain sections of his

anatomy removed, and the Government
would take care of the bill. I believe

there is historic precedent for that, for

men high in Government. Not so long
ago I had my gall bladder taken out. I

went home and had my own physician
take it out in a church hospital. I felt

1 got value received for my money. I also

concede that it was deductible. I am not
too worried about this general situation.

There are men in the Senate who are
eligible to retire from the Senate with
large retirement pay. I suggest that the
Senator from Iowa go to them and say,

"Why don't you retire? You can draw
your money." Those men still stay here.
They do not quit. I understand there is

a Member of the Senate who is not only
past 60, but is past 70, and he might even
be past 80, and is, for all of that, a rather
young man. I would not suggest that he
retire and draw the maximum of his re-
tirement pay. He seems to be vigorously

pursuing a political career and I hope
he will be reelected.

Mr. MILLER. I did not Intend that
our colloquy should enter the field of the
retirement of our colleagues in the Sen-
ate. What I should like to bring out is

that we have it within our power to draw
the pending bill in such fashion as to
keep these benefits from going to waste,
from going to those who do not need
them. We could with the same stroke
of the pen, so to speak, provide for cov-
erage for a catastrophic situation of the
kind to which I have referred, but which
the bill does not cover. In that way we
would be doing much more equity than
by providing general coverage. It is not
enough to say that if inequities result,
and some of this money goes to people
who do not need it, that is the way it is.

It does not have to be that way. We
have the ability to do something about
it.

Mr. ANDERSON. I do not know ex-
actly how we could write a bill to pro-
vide that benefits should be available to
all who earn them, but that anyone
who does not need1them or does not want
them, does not have to take them.
Mr. MILLER. The Senator has said

that workers do not want a means test.

I attended a meeting in my hometown
of Sioux City, which was attended large-
ly by workers. At that meeting they
sought my support of the King-Anderson
bill. However, when I pointed out that
the benefits would go to those who did
not need them, as well as those who need
them, and when I pointed out the case
that I related here, the strong consensus
of that meeting was that benefits ought
to go to those who need .them It may
be that some other groups do not be-
lieve there should be a means test. How-
ever, if by having a means test we could
reduce the benefits that would go to
those who do not need them and turn
those benefits over to victims of cata-
strophic situations of the kind I have
outlined, I believe we would be doing
equity. I cannot see why people would
object to a means test if that were the
end result of having such a provision in

the amendment.
Mr. ANDERSON. The Senator says,

"If that were the result." If it were the
result, that would be one thing. The
amount of money that we would save by
a means test for people who have large
incomes is negligible. In the first place,

they do not claim the benefits. That
has been proved to be the case many
times. There are Senators who probably
are entitled to a great amount of re-
tirement pay. They are not worried
about it. Senators have left the Senate
and have not drawn their retirement
pay. Not all people draw these amounts.
Mr. MILLER. I am not advocating a

means test for those who have a $50,000
taxable income. I would go much lower
than that. In that way more benefits

would be available for catastrophic cases.

Mr. ANDERSON. How low would the
Senator go?

Mr. MILLER. I have not reached a
determination on this point but I would
say, for example, that we might relate

this to the amount of income which re-
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duces the social security benefits. The
Senator knows that if a person is over

65 and has income of a certain amount,
he does not get social security benefits.

I believe we might interrelate this

matter.
Mr. CURTIS. Madam President, will

the Senator yield?

Mr. ANDERSON. I yield.

Mr. CURTIS. It is not an income test.

It is a work test. An individual can
have an unlimited income and still draw
his social security. It is, by ruling, tax

free. I have never heard of anyone de-

clining it, contrary to statements that

have been made.
Mr. MILLER. I appreciate the Sen-

ator's clarifying that point. I recognize

the fact that it is a work test. My an-
swer to the Senator from New Mexico
would be to tie the amount of income
under the work test into what we have
been talking about.
Mr. CURTIS. Is it not true that an

income test is applied to every veteran

of the United States who has served in

the military forces for his use of a
veterans' hospital, unless his disability

is service connected?
Mr. ANDERSON. I think that is cor-

rect.

Mr. CURTIS. Does that test also

apply if the disability is service con-
nected?

Mr. ANDERSON I do not know.
Mr. CURTIS. Does the Senator know

what the income test is?

Mr. ANDERSON. It does not apply
if the disability is service connected.
Mr. CURTIS. Does the Senator know

what the income test amounts to?

Mr. ANDERSON. I do not.

Mr. CURTIS. Would the Senator
agree that so far as all persons who are

now retired are concerned, they will not
have contributed anything to the hos-
pital trust fund, assuming they continue
to be retired?
Mr. ANDERSON. This situation has

occurred over and over again. Congress
passed a disability provision in 1956.

The people who were able to take ad-
vantage of the provision had not con-
tributed anything to the system.

Mr. CURTIS. But an individual who
had been disabled all his life could not
take advantage of it. He had to have a
certain social security experience.

Mr. ANDERSON. Not on the social

security level. We do not say this shall

apply to future cases.

Mr. CURTIS. I do not take that
point of view. I am referring to the
present retired veterans of the country.
Under this provision, if it passes as
written, the present retired veterans
would get hospital benefits far more
liberal than the veterans of the country
can avail themselves of under veterans'
laws.

Mr. ANDERSON. Veterans can get
hospitalization under veterans' laws.

Mr. CURTIS. Not without meeting
an income test. The burden, is on the
veteran to trace his disability all the
way back to his military service; and if

he cannot meet that test, he must meet
an income test before he can receive
hospitalization in a veterans' hospital.

While that is our historic policy with the
veterans, the proposal of the distin-

guished Senator from New Mexico would
take all of the present retired aged and
make hospitalization available to them.
Mr. ANDERSON. The question of

veterans' benefits is a complicated one.

1 believe the provision is that if a veteran
applies for hispitalization and says, "I

cannot pay," even though he may have
other income, he is admitted to a vet-

erans' hospital on his mere statement
that he cannot pay.
Mr. CURTIS. It is true that no rigid

inspection audit is made. It is assumed
that most applicants are conscientious

persons. I am sure they are. But if

they have income over a certain amount
and reveal that fact, they cannot be
taken care of in a veterans' hospital if

the disability is nonservice connected.
Mr. PASTORE. But if a veteran is

now over 65 years of age and is collect-

ing social security for a non-service-con-
nected disability, he can certainly come
under this program.
Mr. ANDERSON. Surely.
Mr. CURTIS. If he has been disabled

through the years and has never earned
any social security credit, he cannot
come under the program. But an in-

dividual who is already retired and who
has not paid a dime into the hospital

trust fund may come in.

Mr. PASTORE. That is correct; and
the benefit cannot be cut off. How can
it be measured? A person who is now 63
years old, or 60 years old, and is paying
social security, will continue to pay for

2 or 5 years. Yet someone else, who is

21 years old, will be paying for many
more years. If we started to scale the
benefits down in that way, we would
never reach a point of equity. It must
be one way or the other.

It is true that under this amendment
anyone who is now collecting social se-
curity—and this deals with whoever is

entitled to this benefit after 65 would
benefit.

It may be argued that they have not
made a contribution.
Mr. ANDERSON. Virtually everybody

over age 65, or who has attained age 65,

would be taken care of.

If he were in a veterans' hospital, he
would not be taken care of by social se-
curity. If he were not in a veterans' hos-
pital, he would be eligible under social
security.

Mr. CURTIS. If he does not have eli-

gibility for social-security benefits, is not
the hospitalization dependent upon ap-
propriations?
Mr. ANDERSON. No; the person

would be blanketed in under the bill.

Mr. CURTIS. He would be blanketed
in under the bill; but where would the
money come from?
Mr. ANDERSON. From the general

fund of the Treasury.
Mr. CURTIS. Does the Senator an-

ticipate annual appropriations?
Mr. ANDERSON. No.
Mr. CURTIS. How would the money

be forthcoming?
Mr. ANDERSON. The Government

would pay this bill in the same way it

pays the Kerr-Mills bills. How are those
paid?

Mr. CURTIS. I believe it is by an-
nual appropriation.
Mr. ANDERSON. I am sure that if

there is a provision which requires an-
nual appropriation, it will come up; but
the beneficiaries would be blanketed in

under this program, the same as anyone
else.

Mr. CURTIS. And the payments
would be subject to annual appropria-
tion. Their neighbors, who likewise do
not pay anything into the hospital trust

fund, could draw on the hospital insur-
ance trust fund.
Mr. ANDERSON. I think this is ex-

actly the same situation as that under
the Kerr-Mills law. The States are al-

lowed to advance money under Kerr-
Mills. The Government promises to pay
it back, and it does. No money is pro-
vided in the act, but Congress always
provides the money, and it would do so

for this proposal.
Mr. CURTIS. The Senator from New

Mexico has been very generous in yield-
ing. I appreciate that, because I freely

admit that I did not favor holding hear-
ings on this proposal prior to passage by
the House.
This is what I find hard to reconcile in

the bill. It means that employees and
employers and the self-employed, which
includes the whole army of young people
who are buying homes, sending their
children to college, and paying their own
medical bills, will be taxed to pay the
hospital bill, or a portion thereof, under
this measure, for everyone, just because
he has passed an artificially fixed age.

It is conceivable that many of the payers
are far less able to pay that bill than the
beneficiaries.

Mr. ANDERSON. The Senator from
Nebraska voted for the Kerr-Mills law.
Mr. CURTIS. Yes.
Mr. ANDERSON. Under the Kerr-

Mills Act, the same thing happens.
Health care is paid for by the general
taxation of the country. This bill mere-
ly provides for a start in the making of
social-security contributions.
Mr. CURTIS. When people pay

through general taxes, they pay accord-
ing to their income. The recipients,
whilejnot complete paupers, are unable
to bear the expense of costly illness, and
I agree that that is the concern of gov-
ernment.
Under the Kerr-Mills Act, if a costly

prescription needs to be filled, it can be
filled. If hospitalization is needed, or if

a nurse is needed to call at a home, that
can be taken care of.

But under this proposal, the Govern-
ment will embark upon a system in which
the young and the middle aged, the pro-
ducers, and the farmers, who cannot pass
their social security tax on to anyone
else, will have to pay the hospital ex-
pense, or a part of it—and I hope that
question will be discussed at a later time,
because I do not know how much good
this bill will do unless it can be enlarged
a good deal—of people who have reached
a fixed age, many of whom are more
able to pay that the payers.
Mr. PASTORE. The Senator from

Nebraska has brought up a very impor-
tant point. I do not know what the
experience of the Senator from Nebraska
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has been. It is true that a young man
who is now 25 years old and will start to
pay toward the benefits cannot hope to

gain anything under the act until he
is 65. That is also true of middle-aged
people. But I have not received one
letter from such an individual who has
opposed the proposed legislation. I in-

vite any Senator to produce such letters.

The remarkable thing is that objection
has not come from those people.

I have received letters from people
who themselves have fathers and moth-
ers who might become subject to this

measure. But I have not received one
letter from anyone who is below age 50
or 55 or 60 who is opposed to this type
of legislation on the ground that he
would be paying for benefits which some-
one else would receive.

Mr. CURTIS. I have received such
letters; but regardless of that, is it not
true, if we are to be realistic, that this

will be the beginning of a system; that
it will be expanded to include more hos-
pital care; that it will be expanded to

include medical care; and that the age
limit will be lowered? With millions of

people paying, the money will be going,

perhaps, to three-tenths of 1 percent of

the people who come within a very high
income category. I do not know whether
it is three-tenths of the aged, or what
percentage it is.

Mr. ANDERSON. All those who are

over age 65.

Mr. CURTIS. I daresay that the in-

come position of many persons aged 65
and over is far better than the income,
property, and debt positions of individ-

uals who are educating their youngsters,
buying their homes, and paying all of

their own hospital and medical bills.

Unless this bill is to be enlarged suffi-

ciently to take care of everyone and
to take care of all their expenses, it will

never satisfy the American people.

After all, a hospital bill of not more than
$10 for 9 days is nothing. The point
is that the costly things—such as the
miracle drugs, and I am for them—are
not covered at all by this measure.
So this is only a beginning, similar to

the beginning which was made in Britain
and in various other European countries.
It is the beginning of a government sys-

tem of medical care—at this time, only
hospital care; but it is the beginning.
When Britain began its system in 1947,

they had 1 doctor for about every 800
people; but today in Britain 1 doctor
has to serve twice that many people.
Mr. PASTORE. Such statements

were also made at the time we passed the
Social Security Act, and also at the time
we passed the unemployment compen-
sation law. But, fundamentally, if the
people of the United States want this
program expanded after this beginning,
what is so wrong about that? If the
people of the United States want to pay
for their hospital care by means of such
insurance, in this fashion; and if they
want this program, after they embark on
it, to pay for more than hospitalization,
what is wrong with that, if they want
to pay for it?

Mr. CURTIS. Because it will ruin the
free practice of medicine in this country.

Mr. PASTORE. I do not believe that
for 1 minute. Certainly, among all

the segments of our population, the doc-1

tors are well off, and make good incomes.
In many instances they receive their
education at public expense; the tax-
payers pay for it. And I am happy that
medical students are helped. I do not
expect the doctors to go bankrupt 10 or
15 years from now, merely because we
pass this law.
Mr. CURTIS. No; but I am talking

about the patients. Why is it that all

the countries of Europe that have gov-
ernment medicine no longer attract
young doctors to go there to study and
to practice. Instead, they come to the
United States.
Mr. PASTORE. I would not say that

is fcniG

Mr. CURTIS. I think it is.

Mr. PASTORE. There are many doc-
tors in other countries. We do not have
enough doctors here. Does the Sentor
from Nebraska know why?
Mr. CURTIS. We have 1 doctor for

every 750 of our people.
Mr. PASTORE. Does the Senator

from Nebraska know why we do not have
enough doctors in our country now? It
is because over the past 25 years our
medical institutions have not kept pace
with the explosion of our population.
Today we are graduating only as many
doctors as we graduated 25 years ago.
Mr. CURTIS. We have as many doc-

tors now as we had a few years ago; we
have 1 doctor for every 750 patients.
But the curve has gone in the opposite
direction in any country that has a gov-
ernment system.
Mr. PASTORE. But I cannot con-

template that the doctors of this coun-
try will become paupers or bankrupt or
discouraged merely because we are pro-
viding hospital care for sick people.
Mr. CURTIS. Neither do I; but I see

poor service for the patients developing.
Mr. PASTORE. I do not see that at

all.

Mr. ANDERSON. Madam President,
as regards the doctors in Britain, I wish
to say a few words. Let me refer to an
article in which it was stated that doctors
were leaving Britain in great numbers,
and so forth. Dr. Robert Piatt, president
of the Royal Academy of Physicians,
carefully investigated that allegation.
In an article published April 1962, in
the London Times, he pointed out that
the figures developed in connection with
that study were somewhere between 400
percent and 800 percent in error, and
that among the reasons why the figures
were in error was that doctors from the
Irish Republic had been included, al-
though of course the Irish Republic is

not part of Great Britain. Those doc-
tors study in Britain, and then return
to Ireland. In addition, a great many
medical students come to Britain from
parts of what used to be the British Em-
pire—for example, from areas such as
Iran, Iraq, and other areas which always
have been close to the British Empire.
They come to Britain and study med-
icine, and then return home; but when
they return home, they are included
among the doctors alleged to have mi-
grated from Britain.

I think one of the best articles I have
seen in connection with this field was
written by Robert H. Eastabrook, whom

I admire and like very much. The arti-
cle was published in the Washington
Post on June 14. He wrote the article
from London, where he has been observ-
ing for some time. The article is entitled
"Britain Likes Its Medical Program." I
ask unanimous consent that the article
be printed at this point in the Record.

There being no -objection, the article
was ordered to be printed' in the Record,
as follows:

[Prom the Washington Post, June 14, 1962]

Britain Likes Its Medical Program
(By Robert H. Estabrook)

London.—How good Is Britain's National
Health Service? The question is pertinent
in connection with President Kennedy's far
less sweeping medical care plan for the eld-
erly, and particularly with the many refer-
ences to social medicine. Perhaps the fair-
est answer is: better than what the great
majority of people had experienced before-
hand.
Even today the National Health Act of

1946 is cited as the crowning achievement
of the postwar Labor government. Under
it all residents became entitled to "free"
medical and dental care, medicines and hos-
pitalization. Doctors, dentists and druggists
were enrolled. Virtually all dentists and
all but about 600 general medical practi-
tioners participate, although some also re-
tain private practices.

Patients are encouraged to select "family
doctors." They are thereupon entitled to
medical and dental consultation, surgery by
specialists when necessary, ambulance serv-
ice, blood transfusions, and rehabilitation.
Hospitalization ordinarily is in general wards
but private rooms may be rented when avail-
able for $3.45 a day.

Certain modifications in free services have
become necessary. There are now minimal
fees for prescriptions, glasses, dentures and
appliances as well as for house calls, partly
to discourage abuse. Employed persons also
pay a special weekly insurance fee.
The system is financed 69 percent by na-

tional government appropriation, 12y2 per-
cent by insurance fees, and 8% percent by
local taxation. Direct charges to patients
account for only about 4% percent. Total
expenditures of some $2.6 billion amount to
about $50 per person per year. Doctors and
local committees have a say in management
of the program and in community health
services.

Professional men are paid by the govern-
ment on the basis of the numbers of pati-
ents on their lists. Payment to doctors and
dentists are set to yield average yearly in-
comes of around $6,800 and $7,000, respec-
tively. The typical doctor in National Health
Service has a patient list of 2,300 persons.
Additional payments are made to doctors
with smaller lists and to those getting
started.

In practice there are, of course, some short-
comings. Hospital facilities are stiU inade-
quate for the demand, and staffs are under-
paid. Patients complain of delays for selec-
tive surgery, though not for emergency care.
Perhaps in part because of too low a fee
schedule there is a shortage of new doctors;
there are charges, vigorously refuted by Min-
ister of Health Enoch Powell, that dissatis-
faction has caused substantial emigration.
Despite the introduction of fees, costs of the
program have continued to rise and are now
double those of a decade ago.
Among the most comprehensive critiques

is a study by Dr. D. S. Lees published by the
Institute of Economic Affairs. Dr. Lees cites
the inadequacy of medical and dental train-
ing and hospital building programs as evi-
dence of the drawback of centralized control
and reduced freedom to innovate. There Is

no proof, he says, that the general health
improvement is attributable to National
Health Service.
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Dr. Lees also contends that the market is

superior to the ballot box as a means of

demonstrating consumer preference; he pro-
tests that the National Health Service elimi-
nates individual decisions on how much to
spend for medical care. He suggests that the
program move away from free services to an
insurance system that would reimburse doc-
tors in private practice, as in some Scandina-
vian countries.
Lack of public awareness of costs is prob-

ably the most serious criticism. Doctors and
dentists also could object that National
Health Service makes them, in effect, public
employees with their remuneration depend-
ent upon Government fiat. Bureaucracy can
be infuriating, and one hears occasional
grumbling by doctors and patients alike.

Some persons elect to go outside National
Health Service when speed or delicate care is

essential. At the same time, eligible foreign-
ers who use National Health Service often
are pleased by the service.

One point stands out, apart from argu-
ments over principle and quality: There is

remarkably little complaint that National
Health Service has destroyed the doctor-
patient relationship which the American
Medical Association holds so sacred. Indeed,
some authorities contend that this relation-
ship has been improved by removal of the fi-

nancial barrier. Criticisms must be weighed
against relief from personal money worries.
In short, even with its faults most Britons

seem proud of their National Health Service.
Almost never is anyone encountered who
wants to repeal it and return to the old
system.

Mr. ANDERSON. The Senator has
stated that the age would be lowered.
But I do not think so, because those
who still are at work want to keep the
age level where it is. Voluntary insur-
ance is doing a good job for these people.
As regards establishing an income

test, that would tend to undermine the
present cooperative relationships we
have with the private plans, and there
are more than 30,000 of them. The qual-
ification provisions in connection with
them are very liberal—just as those for
many other private plans are. For ex-
ample, the automobile industry has a
liberal retirement program; and those
who receive pensions would, under this
means test, be eligible to receive medical
care. I can see nothing wrong with
using these plans, which apply during
their working years, so that after the
workers are 65 years of age, they can
receive this care.

Mr. MILLER. Mr. President, will the
Senator from New Mexico yield?
The PRESIDING OFFICER (Mr.

Metcalf in the chair). Does the Sen-
ator from New Mexico yield to the Sen-
ator from Iowa?
Mr. ANDERSON. I yield.

Mr. MILLER. The point was made
that if the American people want this,

we should give it to them. But my mail
is running about 10 to 1 against the
King-Anderson bill. I do my utmost to
try to ascertain whether the letetrs are
the result of spontaneous desires to write
to me, or whether they are the result of
requests by organizations that such let-

ters be sent to me. I must say that my
best evaluation of my mail on this sub-
ject indicates to me that although there
is concern about meeting the hospital
costs and nursing-home costs of our
elderly people who cannot afford to do
so—and there is no question about that,

the great preponderance of those who
are writing to me and those with whom
I have visited in my State—which, as the
Senator knows, has a very high ratio of
its population in the older age brackets.
Mr. ANDERSON. But most of those

are living in California.

Mr. MILLER. No, I must advise the
Senator that although a great many of

them have moved to California, and also

to his great and beautiful State, there
are still enough of them left in Iowa so

that the ratio in Iowa of these senior
citizens is much higher than the na-
tional average—in fact, very near the
top. And the majority of those whom I

have contacted have indicated to me that
they do not want the King-Anderson
bill—principally, I would say—although
not necessarily only—because of the fact
that it would extend these benfits to

those who do not need them, those who
can afford to handle them, at the cost

of diluting the benefits which would go
to those who do need them, and also at
the cost of not covering some of the
catastrophic situations to which I have
referred.

I am sure that if there were a test

vote, among the people of my State, as
to whether they want to have cases, such
as the catastrophic multiple-sclerosis

case to which I have already referred,

go by the board and not receive any
coverage, or whether they wish to have
benefits provided to a great many per-
sons who have sufficient income to meet
the costs of hospital and nursing-home
care, their votes would be against the
latter and in favor of the former.

That is why I point out to the Senator
that I wish something would be done
perhaps to tie in or interrelate the re-

ceipt of these benefits with the working-
test rule of social security, so there
would be sufficient funds to take care of

the catastrophic cases, regardless of the
age. When catastrophe strikes, it

knows no age; and it seems to me there

is a duty on the part of the Government
to take care of catastrophic cases, when
the persons involved do not have the
wherewithal to meet the costs.

I thank the Senator from New Mexico
for yielding to me.

Mr. ANDERSON. Mr. President, I
yield the floor.
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Mr. MANSFIELD. Mr. President, is

there further morning business?
The ACTING PRESIDENT pro tem-

pore. Is there any further morning
business? If not, morning business is

closed.

Mr. MANSFIELD. I ask unanimous
consent that the unfinished business be
laid before the Senate and made the
pending business.

The ACTING PRESIDENT pro tem-
pore. Is there objection?
There being no objection, the Senate

resumed the consideration of the bill

(H.R. 10606) to extend and improve the
public assistance and child welfare serv-

ices programs of the Social Security Act,

and for other purposes.
The ACTING PRESIDENT pro tem-

pore. The question is on agreeing to

the Morton amendment in the nature of

a substitute for the Anderson amend-
ment.
Mr. ROBERTSON. Mr. President,

good health is vital to our economic as
well as our physical strength. That is

true not only for the elderly but also for

the middleaged and the young. There
in much wisdom in the saying that "the
health of nations is more important than
the wealth of nations."
In this country, inflation has hindered

our ability to attain and preserve good
health. Although personal incomes
have increased, medical costs have risen

even faster. Other living costs have
gone up, too. These developments have
made it harder for people with limited
savings and income—including the
elderly—to meet their medical expenses.
To benefit persons aged 65 years and

over, the proposal now before the Senate
would inaugurate another Federal health
insurance program, even though a Medi-
cal Assistance for the Aged Act was
passed as recently as I960. This pro-
posed program—to be financed largely

by increasing taxes and coverage under
the social security and railroad retire-

ment systems—would do nothing to re-
tard or reverse the rapid rise in the cost
of medical care. On the contrary, it

would tend to underwrite whatever the
prevailing level of medical expenses
might be. Rather than help to reduce
medical costs, the proposal would shift

the prevailing cost burden to favor one
segment of the population selected solely

on the basis of age rather than of need.
For these and other reasons that I

shall mention later, I oppose this pro-
posal. I urge my colleagues to do like-

wise.

We do not suffer today from any
shortage of health insurance protection

plans. Numerous plans and programs
are now in operation. More and more
persons, including the elderly, have been
coming under private health insurance
plans offered by many types of insurers.
These programs may take the form of
Blue Cross or Blue Shield plans,
guaranteed renewable-for-life policies,

prepaid group practice programs, pen-
sion plans, veterans benefit programs,
old-age assistance plans, and many
others.
Two years ago, the Medical Assistance

for the Aged Act, Public Law 86-778,
was approved. This Kerr-Mills law au-
thorizes 50- to 80-percent Federal grants
to States to help "furnish medical as-
sistance on behalf of aged individuals
who are not recipients of old-age assist-

ance but whflse income and resources
are insufficient to meet the cost of neces-
sary medical services." I supported
that legislation. I believe that it is en-
titled to a fair trial in the field before
any new scheme may be considered
seriously.

The Kerr-Mills law was signed on Sep-
tember 13, 1960. It has been in effect

only a short time. Yet the Senate is now
asked to pass upon an additional plan
that would go far beyond this existing
legislation.

The features of the proposal differ

drastically from the Kerr-Mills law pro-
visions that were approved by the Con-
gress and the President. The proposal
would be financed largely through the
social security and railroad retirement
systems; the Kerr-Mills law is financed
solely through appropriations. The pro-
posal would cover nearly all persons aged
65 years and over, regardless of need; the
Kerr-Mills law limits aid to elderly per-
sons, not receiving old-age assistance,
who are needy. The proposal would
cover only a portion of the average med-
ical costs that elderly persons are likely

to incur even during a limited period of
time; the Kerr-Mills law is designed to
be more inclusive. The proposal would
require little administrative participa-
tion, and no financial participation, by
the States; the Kerr-Mills law works
solely through the States which must
contribute from 20 to 50 percent of the
total assistance. The proposal would
involve expenditures estimated to exceed
more than $1 billion in the first year,
and billions more later—far in excess of
outlays under the Kerr-Mills law.

Despite its novel features, this proposal
has been brought up without any formal
prior consideration by the Senate. The
health insurance proposal was first in-
troduced early last year (S. 909) , but no
hearings on it have ever been held in
the Senate. Several new amendments to
this proposal were first set forth in the
Congressional Record only a few days
ago. No hearings have been held, either,

on these amendments.
We have had no chance to examine

publicly through hearings how far the
proposal might go in extending Federal
control as well as Federal aid over the
entire field of medicine. We have not
been able to find out how the proposal
might affect the operation of our medical
institutions, the quality and type of
medical services, the charging of medi-
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cal fees, or the degree of free choice that

beneficiaries would be permitted, by
regulation, to exercise. We have no pub-
lic record in the form of Senate hear-
ings to guide us.

Even without the benefit of Senate
hearings on the proposed program, I

have serious reservations about the use

of compulsory payments under the so-

cial security and railroad retirement
systems to underwrite a health insur-

ance scheme based on age rather than
need. The billions of dollars in expendi-
tures that would be made under this

program would have to be offset by bil-

lions of dollars of additional taxes raised

largely from social security and railroad

retirement contributions. Yet even if

this proposal is not adopted, a substan-

tial increase in such taxes is already

scheduled.

At present, the social security contri-

bution rate payable by employers and
employees is 3V percent each upon the

first $4,800 of wages and earnings, or a

combined total of 6V4 percent. The rate

payable by the self-employed is now 4.7

percent. Beginning next year, existing

law requires these rates to be increased

from time to time until the year 1968.

By then, both employers and employees
will be taxed at a rate of 4% percent, or

a combined total of 9V4 percent. The
self-employed will be paying 6.9 percent.

High as these tax rates are, the pro-

posed health insurance program would
levy an additional combined tax of one-
half of 1 percent, to be shared equally

by employers and employees, and an ad-
ditional tax of three-eighths of 1 per-

cent upon the self-employed. The maxi-
mum amount of annual wages and earn-
ings subject to the social security tax

would be raised to $5,200 from the pres-

ent level of $4,800.

Under the railroad retirement system,

the current tax schedule calls for a com-
bined rate of 14 1/2 percent upon the first

$400 of monthly earnings, to be shared
equally by contributions from employers
and employees. Starting in 1965, these

rates will be raised at intervals until the

year 1969. By that time, both employers
and employees will be paying 9VS per-

cent, or a combined total of 18 Vi per-

cent. An additional combined increase

of one-half of 1 percent would, of course,

be required under this proposed health
insurance program, plus an increase in

the wage base to cover beneficial benefits..

Despite the high contribution rate un-
der the railroad retirement system, a sub-
stantial actuarial deficiency now exists in

the railroad retirement account. At
pages 8 and 9 of the Railroad Retire-
ment Board's 1962 Annual Report, it is

stated

:

Actually, as indicated by the recently com-
pleted triennial valuation of the system,
there was an actuarial deficiency on Decem-
ber 31, 1959, amounting to 1.69 percent of

the level taxable payroll, equivalent to $73
million annually. Adjustments for the 1961

Amendments to the Railroad Retirement and
Social Security Acts and for the actuarially

insufficient tax rates during 1960 and the
first half of 1961 have increased the de-
ficiency to 1.79 percent of taxable payroll, or

$77 million a year, as of June 30, 1961.

The proposed health insurance plan
would do nothing to improve the situa-

tion.

In summary, the health insurance pro-
posal would be financed through the so-
cial security and railroad retirement sys-

tems by levying heavier taxes and by
broadening the tax base. These addi-
tional taxes would be imposed even
though social security taxes of as much
as 9*4 percent for employers and em-
ployees combined, and 6.9 percent for the
self-employed, are scheduled under exist-

ing law to take effect only 6 years from
now. Part of this scheduled increase in

social security taxes will come into opera-
tion next year, at the very time the ad-
ministration has indicated that general
income taxes should be reduced.

Additional taxes would also be levied

under the railroad retirement system,
even though contribution rates of as
much as 9Va percent each for employers
and employees, or a total of 18 y4 percent
combined, are slated under the existing

law to be imposed only 7 years hence.
The additional health insurance taxes
would not ameliorate the existing actu-
arial deficiency in the railroad retire-

ment account—a deficiency which might
well be offset only by raising contribu-
tion rates still more. All these taxes,

of course, would be payable along with
regular corporation and individual
income taxes.

Heavier taxes toward financing the
proposed health insurance plan would be
imposed only upon contributors to the
social security and railroad retirement
systems. Persons not covered by either

system would pay no direct contribution,
although nearly all of them would be
eligible for a full range of medical insur-

ance benefits. For these persons, the
cost of the health insurance program
would be financed through appropria-
tions from the general fund of the
Treasury. In the first year alone, the
estimated gross cost to be met from
appropriations would come to about $250
million. It is said that part of this cost

would help to offset Federal medical care
outlays that otherwise would be made
under existing public assistance and
veterans' programs.
As a result, persons contributing

toward social security or railroad retire-

ment would pay more than their fair

share for the health insurance plan.

They would pay once through increased
taxes under social security or railroad
retirement. They would pay again
through general income taxes.

All these taxes would go toward sup-
porting a massive compulsory insurance
program, whether or not contributors
needed coverage. Rich and poor alike

would receive equal consideration,
regardless of their ability to meet their

own medical needs. Benefits would be
available to all 14.5 million persons aged
65 years and over now under the social

security system and all 500,000 or so
persons aged 65 years and over now
under the Railroad Retirement Act.
Benefits would also be available to about
2y2 million aged individuals not now a
part of those systems. That would be
the case even though both the retired

and the uninsured would have made no
contribution whatsoever toward the
health insurance plan.
What would these benefits cover? Too

little discussion, in my opinion, has been
given to the matter of coverage. In
many cases, a substantial portion of
medical expenses would apparently be
ineligible for insurance benefits.
To cite only a few items, physicians'

fees for surgery, home, office, or hospital
visits would be excluded, and so would
drugs and medicines not supplied in a
hospital. Inpatient service of general
hospitals for stays in excess of 90 days
would be excluded; so would skilled nurs-
ing home services after 180 days. Any
services provided by mental or tubercu-
losis hospitals would be excluded com-
pletely.

For each of the first 9 days in a gen-
eral hospital, an insured patient would
have to pay a deductible amount of $10
a day, with a minimum deductible
amount of $20 and a maximum of $90.
An outpatient would have to pay $20
for each hospital outpatient diagnostic
study.
The range and cost of services not

covered by the proposed plan argue fur-
ther, I believe, for public hearings that
would put these facts on the record for
all to study.
No matter what costs may be covered

under the program, there appears to be
a lack of agreement between Govern-
ment and private actuaries whether the
costs could be met satisfactorily by the
proposed increases in social security and
railroad retirement taxes and coverage,
and additional appropriations. Here
again, we need the benefit of Senate
hearings to throw light upon some of the
problems involved in determining how
adequate the financing provisions may
be.

Mr. President, for all these reasons I

believe that it is premature to act with-
out an extended consideration of this

proposal in the form of hearings, com-
mittee action, and floor debate. It is

premature to act before we have had a
chance to observe the operations of the
Kerr-Mills law, approved less than 22
months ago. It is too early to observe
how effectively this program will work
in many States. In my own State of
Virginia, legislation authorizing partici-

pation in the Kerr-Mills program was
enacted this year, and funds appropri-
ated for this purpose will become avail-

able in 1964.

In other words, Mr. President, this is

no time to rush into a vast new program
of health insurance involving billions

of dollars of expenditures even in the
first few years. We already have a pro-
gram, endorsed by the Congress, the
President, and the States, that is just

getting underway.
Consequently, I oppose the proposed

plan, and shall vote against it.

Mr. ROBERTSON. Mr. President, I

suggest the absence of a quorum.
The ACTING PRESIDENT pro

tempore. The clerk will call the roll.

The legislative clerk proceeded to call

the roll.
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Mr. ROBERTSON. Mr. President, I

ask unanimous consent that the order
for the quorum call be rescinded.
The ACTING PRESIDENT pro

tempore. Without objection, it is so
ordered.
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The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.

Mr. KEATING. Madam President, I

understand that the pending business
has been laid before the Senate. Is the
Morton amendment to the Anderson
amendment the pending question?

The PRESIDING OFFICER (Mrs.
Neuberger in the chair). Yes.

Mr. KEATING. Madam President, I
desire to speak concerning the Anderson
amendment. In my judgment, it is a
vast improvement over the old King-
Anderson bill, which it replaces. It is a
far superior and more responsible ap-
proach to the health needs of the aged.

The amendment contains five new
features which were not in the King-
Anderson bill and which a number of my
colleagues on this side of the aisle and
myself felt were essential in any legis-

lation to meet the health needs of our

elderly. I shall not enumerate these

five specific changes; however, I would
like to take a few minutes today to show
that these changes to a large degree re-

move the threat of Federal control over
physicians and hospitals which has
been advanced as a major argument in

opposition to the administration's orig-

inal King-Anderson bill.

The most important thing about any
legislation in this field is how it helps

and protects the elderly—but there are

other considerations, and one of these is

the impact which it will have upon the

people who provide these health serv-

ices. Will the doctors and hospitals in-

volved come under the thumb of a huge
Federal bureaucracy, or can means be

found to accomplish our aims without
subjecting these vital men and institu-

tions to undue or excessive regulations

from Washington? This is one of the

major goals which we sought to achieve

in working out the amendment now be-

fore us.

As far as hospitals are concerned, it

provides that they shall be accredited

for participation under the standards
jointly established by the American
Medical Association and the American
Hospital Association—which together
have for many years been in the business
of accrediting hospitals. Only hospitals

which meet these standards would be
eligible under our amendment. The
standards of the AMA and AHA are spe-
cific and measurable. The adoption of

these standards enables us to rely on the
expertise and good judgment of private
citizens—rather than turn the responsi-
bility over to a grand tzar of hospitals

in some agency here in Washington.
Those few small hospitals in isolated

communities which do not presently
meet AHA-AMA standards will be certi-

fied—where suitable—by the Secretary
of HEW who will administer a code of

requirements based on the AHA-AMA
standards but geared especially for ex-
ceptional cases, particularly small hos-
pitals in out-of-the-way areas.

Madam President, as far as physicians
are concerned, I remind the Senate tnat
no doctors' services are provided under
this measure. Furthermore, the option
for private policies is developed so that
pivate insurance companies will be
strongly encouraged to write special
policies which would take care of doc-
tors' fees through private plans or vari-
ous group health plans.
The option is designed to encourage

people to obtain supplemental health
benefits through private carriers at a
relatively low cost. I envision that for
somewhere around $3 to $6 a month in

additional premiums, a person under
this plan would be able to purchase a
comprehensive health insurance pack-
age—including the basic benefits here
provided, plus physicians' services, plus
perhaps first dollar costs and some long-
range protection for periods beyond the
90 hospital days which our amendment
covers. Because this option is extremely
easy to administer, I believe many peo-
ple will take advantage of it. I hope
private companies will eventually be
eager to compete for this new business—

-

which, in fact, will be made available
as a direct result of this program.

Madam President, to reiterate, physi-
cians are outside of this program alto-

gether, hospitals are to be accredited by
private experts, and insurance com •

panies will be given an incentive to write
supplemental health care policies in-

cluding physicians' services, which en-
titles them to combine all of an indi-

vidual's health insurance protection in

one comprehensive policy.

While I still believe this option fea-
ture can and should be expanded, I am
of the opinion that the bill before us
today to a large part meets the major
objections of those who are justly con-
cerned that any new program in this

field must not entail punitive or over-
whelming Federal controls.

Madam President, these are not the
only features of this new program which
tend to avoid burdensome Federal con-
trols. The plan we have devised ex-
plicitly permits State administration,
where people would prefer it to Federal
administration. It also allows private
administration by groups like Blue
Cross-Blue Shield or the Kaiser plan or

private firms, where the providers of

services and the Government can work
out an arrangement to have this pro-
gram privately administered.

Madam President, the social security

program has been well accepted on both
sides of the aisle. It sets a reasonable
floor on want for retirement years. It

says, in effect, that a person should have
a minimal amount of food, clothing and
shelter to meet his basic needs when he
retires. Who would deny that the cost

and advancements of health care in

modern society make it necessary that
this additional protection be provided?

I think this substitute is an excellent

demonstration of our ability to work to-

gether to reach a common solution to

a common problem. I very much hope
that this debate will yield light—and not
heat and partisan inflammation. I hope
too that those of my colleagues on this

side of the aisle who recognize the need
for health care for the aged will find it

possible in the final analysis to accept
this sensible and carefully framed ap-
proach to one of our greatest legislative

challenges, and I urge them to give sup-
port to this revised bill.

Mr. JAVITS. Madam President, will

the Senator yield?

Mr. KEATING. I yield.

Mr. JAVITS. I compliment the Sena-
tor on his objective and excellent analy-
sis of the measure which is now before

the Senate and thank him for his out-

standing cooperation in this field. I be-

lieve it is just such cooperation that has
produced the results which have been
achieved so far and which lead to some
hope of realizing the long held objective

of medical care for our older citizens.

I join with the Senator from New
York in a plea to Senators to give their

most careful and considered judgment to

the proposal which is before the Senate.

I share with him the feeling that it satis-

fies essentially and basically the objec-

tions which have stood in the way of a
broader acceptance of the health care
plan, which has been considered ever
since August 1960, and brings it to a
stage where it is worthy of acceptance
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by all who have entertained a concern
for private enterprise, private partici-

pation, freedom of choice, and State
participation, so that the adjustment of
benefits,may become a reality, and not
subject to abuse. These are the objec-
tives which have characterized our at-

titude.

Mr. KEATING. Madam President, I

thank my colleague for his remarks. All

of us know that he has spent long hours,
day and night, working to frame the
terms of this revised measure. He has
been a pioneer in the work in the field of

health care, hospital care, and medical
care; and he is undoubtedly as well in-
formed on this subject as is any other
Member of this body.

Madam President, I ask unanimous
consent to have printed in the Record
at the conclusion of my remarks an edi-
torial from the Rochester Democrat-
Chronicle, a very fine newspaper of my
home city, which I feel sure would never
and could never have endorsed the terms
of the original King-Anderson bill, but
which a few days ago published an ex-
cellent editorial in which it endorsed the
provisions of this revised bill, and urged
that it be enacted into law.

The PRESIDING OFFICER. Is
there objection?

There being no objection, the editorial
was ordered to be printed in the Record,
as follows:

Medicare Calls for Compromise
As the Issue of health care for the aged

neared the discussion stage on the floor of
the Senate yesterday, there appeared signs
of a spirit of compromise in its best sense.
The emotionally and politically charged

question has taken the form of a bipartisan
measure that Includes some of the stronger
features of and adds some provisions woe-
fully lacking in the administration-sup-
ported King-Anderson bill. It is the product
of statesmanlike negotiations between Sena-
tor Jacob Javits, Republican, and Senator
Clinton P. Anderson, Democrat, and has
picked up initial support from, among oth-
ers, Senator Kenneth Keating and the AFL-
CIO.

Since this is a congressional election year,
the chances are good that some kind of a
health care biU wUl be enacted this year.
As we have repeatedly emphasized, the medi-
cal care of 17 .million older Americans is a
responsibility that cannot much longer be
postponed. The real question is how best
to meet their needs.

Of all the plans with some chance of pas-
sage, the compromise proposal is the sound-
est and most comprehensive. Yet it provides
the flexibility which both the Federal and
State levels of Government require to deal
with this awesome and complex problem.

It would do what the King-Anderson bill
would not do—provide benefits for 2,500,000
Americans not covered by social security.
It would let States set up their own health
care plans, sending participating States lump
sums to provide basic health care for their
aged. States could contract with private
insurance firms for group policies and, if

they wished, add State funds to extend bene-
fits. It would stipulate that medical care
money be kept in a trust fund separate from
other social security funds. Another obvious
advantage—since 75 percent of all Americans
are already covered by some form of health
insurance—Is that the measure permits par-
ticipants to continue their private insurance
plans, with the Government paying part of
the premiums.

Unlike the King-Anderson bill, It provides
reassurance for those who fear the program
might undermine the Independence of the
medical profession, and It preserves the free-
dom of choice for those preferring private
health Insurance. Financing would be ac-
commodated by the vast social security ma-
chinery already In operation.
As long as most Americans believe the

Government must take the initiative in the
field of health care for the aged—and appar-
ently that is true—legislation to that end
should in its earliest stage be as inclusive
of human need as practicable. This bill

fills the glaring pockets of omission in the
King-Anderson bill while lessening the risk
of regimentation and socialism inherent in
the administration bill. It is a measure that
can be supported in good conscience.

Mr. ELLENDER. Madam President,
the State of Louisiana has a long and
laudable history of providing health care
for the needy; and when I say needy, I

mean all the needy, not just those 65
and older.

Our system was begun in the 1930's,

and has grown until today we have a
total of seven State-owned and operated
hospitals located throughout the State.
These are administered, and for the most
part are paid for entirely by the State.
In addition to large, well-staffed, and
well-equipped hospitals, in each of our
64 parishes, or counties, we have a parish
health center whose services are avail-
able to all, regardless of whether pay-
ment can be made. These health cen-
ters, I may add, are administered en-
tirely by local personnel. Their services
are financed through State and local
taxes, with some assistance from the
Federal Government.
In short, Louisiana has been guided

by this philosophy, and I suspect that
this will be true throughout the Nation:
To the extent that citizens, not only
senior citizens, cannot provide for their
own needs, these needs become the con-
cern of the community.
Let me emphasize the words "local

community," "town," "city," and
"parish." Where greater expenditures
are called for, the State acts to provide
such necessary facilities as hospitals.

Our general hospitals, assistance pro-
grams, and community, civic, social, and
charitable groups have been the histori-

cal method of handling the medical needs
of the poor. To this was added the fi-

nancial assistance of the Kerr-Mills Act,
passed in 1960. I feel that my State has
done a good job of answering the needs
of her people, regardless of whether they
are covered by social security or whether
they are over 65 years of age. This has
been done with some Federal assistance
in later years, it is true; but it has been
done without Federal controls, and it

has been done well.

Years ago, before introducing and en-
acting legislation to allow the State to
participate fully in any Federal-State
matching medical-care programs, Louisi-
ana systematically and thoroughly con-
ducted laboratories in one-third of its

parishes, to learn at the community level
how it could best administer for its peo-
ple, and without permitting the system
to be abused.

Hospitals, nursing homes, and the
medical profession cooperated fully with
the State in drafting procedures for

financing medical assistance wherever
necessary. This careful examination
paid off; and I speak with assurance
when I say that no one in Louisiana, of

whatever age or station in life, can fail

to get the needed medical attention. He
or she can get it without paying a cent,

if necessary, and can obtain it for as
long as is required.

This has always been true in our
State-owned and operated hospitals;

but due to the enactment of the Kerr-
Mills plan, direct payments to other hos-
pitals are being made at a maximum of

$35 a day for each patient, for a period
of 10 days. If the individual's private
doctor feels it is necessary, this period
can be extended to 30 days. This 30-

day limit can also be extended in spe-
cial cases.

Direct payments to the patient's own
doctor and the nursing homes have also
begun. Hospitals, nursing homes, doc-
tors, and patients have found the Lou-
isiana system, coupled with the Kerr-
Mills Act, to be adequate.

If we wish to consider only those over
65 years of age, and forget all others, it

can be shown that 51 percent of the old
people who are currently hospitalized in
Louisiana are cared for by State aid
alone, or by a combination of State and
Federal aid. This is counting in the
seven State owned and operated hospi-
tals, and also the others participating
under the Kerr-Mills Act.

It is true that our State hospitals are
crowded. Wherever free services are to
be found, there will also be found crowds.
One of the most important features of
the Kerr-Mills Act, though not much
publicized, is to channel some of the
needy from the State hospitals and nurs-
ing homes into more or less private fa-
cilities. This is a feature not to be over-
looked. At present, the number of citi-

zens who require hospitalization, and
whose hospitalization is based on need,
can easily be cared for by the State hos-
pitals, with some help from those not
operated by the State.

But I fear that if some version of the
King-Anderson bill becomes law, not
only will the State hospitals be over-
crowded, but the other institutions will

become overcrowded, as well. We all

know that this is one of the main
problems of socialized medicine, toward
which this bill would lead the coun-
try. This overcrowding has troubled
England's National Health Service since
its beginning in 1948. Today, patients
in England must wait weeks, except in
extreme emergencies, before being
allowed to enter the crowded hospitals.
According to U.S. News & World Report,
the file of applications for admission to
one large London hospital shows many
names that have been on the waiting list

as long as 3 years. I would not want to
see this situation come to prevail some
day at almost every hospital in the
United States.

Furthermore, Madam President, the
original King-Anderson bill provides
that the first $90 in expenses must be
paid by the patient, as well as the nor-
mal fees for drugs and many of the
extra services performed by hospitals.



11934 CONGRESSIONAL RECORD— SENATE July 6

All fees by doctors must also be paid
by those over 65 years old.

Madam President, under the rules and
regulations in Louisiana, a single person
can have as much as $250 monthly in-

come—$3,000 per year—and still can
qualify for assistance under the Kerr-
Mills program. If he is the head of a
family, he may earn as much as $325 per
month—$3,900 per year—and any mem-
ber of his family may qualify.

In addition, the recipient of Kerr-Mills
aid may own his own home, and own
property worth as much as $5,000, as
long as that property can be classified as
"income producing." He is allowed $1,-

000 worth of property that is not income
producing if he is single, and $1,500
worth, if married. Also, if single, he may
have $1,500 worth of life insurance, cash
value, and, if married, the figure is $2,000.

In addition to these exemptions, he is

allowed to own his own car, farm equip-
ment, and any property necessary to earn
his living.

These facts do a good job of fighting
the argument that a person must be a
pauper, or put his house up for sale,

before he can qualify for assistance
under Kerr-Mills. However, it should be
noted that these figures do not apply in
all the States. The Kerr-Mills Act says
that to qualify, a person may not earn
more than $1,800 per year, and allows
the State to liberalize this amount if the
State agrees to bear a larger share of

the cost.

I am proud to say that Louisiana has
done just that.

The most important differences be-
tween the original King-Anderson bill

and the amendment now proposed are:
First. The amendment provides for

covering everyone over 65, whether the
person is covered by social security or
the Railroad Retirement Act, or not. It

is interesting to note that this additional
coverage will be paid for out of the gen-
eral revnues. This would open the door
of the Treasury for later raids when the
program proved to be more expensive
than estimated.

Second. The amendment would set up
a separate and brandnew trust fund to
administer the moneys.

Third. The amendment makes provi-
sion for allowing private insurance com-
panies, such as the Blue Cross, to par-
ticipate.

Fourth. The amendment purports to
make certain that the Government
would in no way control the standards
of doctors and/or hospitals by putting
a portion of the controls into the hands
of the American Medical Association and
the American Hospital Association.

But the amendment still does not pro-
vide the benefits available under the
Kerr-Mills Act. A patient's doctor bills

would not be paid, nor would his first

$90 worth of hospital treatment. In
other words, $90 is deductible, and must
be paid by the patient. The coverage
would no doubt be expanded in later

years to assist persons under the 65 age
limit, and to provide fuller coverage.

At present, in Louisiana, Kerr-Mills
provides for total coverage to give the
needy complete medical coverage, doctor
fees, drugs, hospital and nursing home

care, and so forth. Kerr-Mills is, of
course, financed through the general rev-
enues paid by all the people.

I submit that the patients in the State
hospitals would be unable to meet these
requirements. Certainly the Kerr-Mills
Act is more far reaching in this respect,

for not only are the normal hospital and
nursing home expenses paid, but also

doctor bills, extra fees, and, in short,

everything necessary to insure adequate
medical care.

In my opinion, this proposed amend-
ment is both more and less than it is

cracked up to be. On the one hand it

would not supply the coverage to be had
under existing legislation, at least not
among those groups where State services
and facilities are needed so desperately.
On the other hand, and no matter what
its supporters say, it opens the door of
this Nation's storeroom of medical
knowledge and skill to the evils of
socialized medicine.

It would also open the door of the
Nation's Treasury to provide this service,

which, in my view, is neither desired
nor necessary. The supporters of this

plan estimate its cost will be approxi-
mately $1.2 billion for the first year. I
feel that this figure would prove to be
totally unrealistic.

For an example, I again turn to the
National Health Service of Britain. By
coincidence, the first full year of that
operation cost approximately $1.2 billion,

almost exactly the estimated cost of the
King-Anderson bill. But the supporters
of the British plan had estimated that
its cost would amount to something like

$400 million. The total cost was over
three times the esimate, and I predict
that we would see the same thing
happen here.

Today Britain's so-called free health
service costs each British family, regard-
less of age or need, $140 a year. In
1961, socialized medicine cost the British
Government $2.2 billion, up 13 percent
from the previous year. This was about
half what England spent for defense.
This year we have pased a bill calling

for the expenditure of almost $50 bil-

lion on defense. It is not inconceivable
that the King-Anderson bill, or some
measure like it, would soon be costing
us about $8 to $12 billion, or one-fourth
what we spend on defense.

To the Senator from Louisiana,- this

is unthinkable. I cannot see the need for
this legislation, and it has no appeal to
the country as a whole. Certainly it is

not appealing in my State, for I have
received only about eight letters in its

favor, and literally thousands of letters

against.

In this instance, I think the thousands
are right. This is a bad piece of legisla-

tion, and I hope it will be defeated.

The PRESIDING OFFICER. What is

the will of the Senate?

Mr. FT.LENDER. Madam President, I

suggest the absence of a quorum.
The PRESIDING OFFICER The

clerk will call the roll.

The Chief Clerk proceeded to call the
roll.

Mr. MORTON. Madam President, I
ask unanimous consent that further

proceedings under the quorum call may
be dispensed with.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
Mr. MORTON. Madam President, I

have been impressed with certain
changes which have been made in the
proposal of the distinguished Senator
from New Mexico [Mr. Anderson], who
has offered a modification of the orig-
inal King-Anderson bill. This proposal
has been supported and cosponsored by
many of our colleagues on both sides of
the aisle.

One of my principal objections to the
King-Anderson bill still remains in the
revised amendments; that is, the financ-
ing of the program through taxes levied
on our social security system, through
an increase in the taxes on the payrolls
of America, an increase in the tax on
the employer and an increase in the tax
on the employee.
The social security tax in any business

operation is a direct cost of manufacture
or of processing, as the case may be.
The total cost of manufacture is ground
directly into the cost card of any com-
pany doing business. This is not so with
regard to general taxes, and not so with
regard to the corporate income tax.

I well remember that when first I had
the responsibility for the management
of a business the Federal corporate in-
come tax was 13 percent. I had some
part in the business, but was not active
in management; when we disposed of
the company in 1951, the Federal cor-
porate income tax at that time was 52
percent. So, in the years in which I had
some association with the business I saw
the Federal income tax quadruple, from
13 percent to 52 percent.
Never once. Madam President, when

the Federal income tax was increased,
did we change the price of the consumer
product which we manufactured. How-
ever, if our cost of raw materials went
up one iota, or if our manufacturing or
processing expense went up one iota,

we found it necessary to change our
prices in order to stay in business. We
were in the grain processing business,
which is much like the meatpacking
business, in which one operates on a very
close margin.
During the years of my association

with the company our average net profit

was far less than 1 percent of sales.

When one is in a business operating on
such a thin margin, one must immedi-
ately reflect in his prices the total cost
of manufacture, and that of course in-
cludes the cost of wages.

I admit that what we are now talking
about is a quarter of 1 percent tax on
the manufacturer and a quarter of 1

percent tax on the employee, which
sounds like minutiae, but this will be
only the beginning of what might hap-
pen. Those of us who have taken the
trouble to read the debates which
occurred on this floor many years ago,

when a proposed constitutional amend-
ment was passed to permit the gradu-
ated income tax, know that once the
program is started no one in this body
today can foresee what ultimately will

happen.
In one colloquy it was suggested that

the tax might rise to 15 percent. The
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speaker was then talking about the
personal income tax. He felt that it

would become a confiscatory tax.

The rejoinder from one who was
sponsoring the amendment was, "Oh,
no. It is inconceivable that the Federal
income tax of the United States would
ever reach 10 percent."

4s we all know, today the income tax
starts at 20 percent and goes up to 91

percent.
I believe the same thing would happen

under the proposed legislation. As more
and more programs are loaded onto
social security, we shall be bound to raise

the cost to American industry, and con-
sequently raise the price of American
goods.
Why am I concerned about that? I

am concerned because today we find

ourselves unable to compete in many of

the markets of the world that tradition-

ally haye been ours. Those markets con-
cern basic steel and include automobiles
and all sorts of other manufactured
items. D5. companies have been forced
to establish subsidiaries abroad in order
to hold their markets.
As I pointed out yesterday on the floor

of the Senate, the Japanese are think-
ing of trying to invest in plants in our
country, because the Japanese have
found that in spite of their low wages,
in order to hold their business abroad
they must build plants abroad. They
have plants in Latin America, in Europe,
and elsewhere. We have similar plants.

Why are we building such plants? We
are doing so in order to hold our mar-
ket. The plants abroad are providing
job opportunities to American workers
in this country, because component parts
are made here.
Our system is also helpful to our bal-

ance of payments, because profits from
abroad are returned to our country. But
it is a fact, known to all, that today
American industry is in the fight of its

life to hold its position in world markets.
That point is easily understood when
we compare the wage rates in our coun-
try with wage rates in foreign countries.
No one wishes to see wage rates in our
country reduced. But it is now proposed
that we should add to the wage cost the
direct cost of such programs as medical
care for the aged. Almost all Senators
are for a program of medical care for
the needy aged. In an affluent society
such as ours we must face our responsi-
bility in that field. I for one am pre-
pared to do so.

The proposal which I have submitted
to the Senate in the nature of a sub-
stitute for the amendment offered by
my good friend the distinguished Sen-
ator from New Mexico [Mr. Anderson]
would provide benefits for the needy
aged. I believe it would more adequately
take care of their total medical and hos-
pital needs than any other program be-
fore the Senate. But it would not fi-

nance the program through a payroll
tax.

Much is being said about how small
the increase in the social security tax
would be under the Anderson measure.
However, such proposals start in a small
way.

For example, in Germany a pension
plan was started in 1883.

Health insurance came into the pic-

ture in a small way in the 1890's. Orig-
inally in Germany a payroll tax was
levied to provide a small amount of sick

pay to low income workers. Since the
last World War the program has had a
terrific growth. In Germany now the tax
for the social security benefit package
for pension and health is almost one-
quarter of the payroll. The worker puts
up 7 percent toward health insurance
and 4*/2 percent toward his pension.
The employer puts up an equal amount.
Those percentages total 23 percent.
In every country in which health in-

surance is tied to a payroll tax the cost
has risen to four or five times the origi-

nal estimates. People feel that it is an
investment, and therefore they want a
greater return for their money than they
put into it. Benefits rise and the costs
are pushed further and further into
the future.

I will demonstrate what has happened
in some of the countries. Between 1949
and 1962 the percentage of payroll tax
to cover pension plans and health in-
surance paid by the employee and the
employer—and these figures do not
necessarily follow the German pattern of
a 50-50 division—is as follows:
In France the tax has risen from 16

percent up to 19 y2 percent.
In West Germany, as I have indi-

cated, the tax has risen from 11 percent
to 23.6 percent.
In Italy the tax has risen from 13

percent to 23.6 percent.

In Belgium the tax has risen from 14
percent to 16 percent.

Let us examine the situation in
France in a little more detail. In
France, the employer now must pay
social security taxes for the national
pension system, for the supervisor pen-
sion plan, for employees' income tax re-
lief, for work accidents, and for appren-
tice education, plus an allowance for the
employees' houses or apartments and
for the employees' families. Think of
it. There is a provision in France re-
quiring a payroll tax for employee in-
come tax relief, which makes it a direct
cost.

Those countries are able to compete
effectively with us and undersell us in
spite of the high taxes because their
wage base in relation to ours is extremely
low. I am sorry that I do not have the
latest figures with me, but I have the
figures as of April 1959:

In Italy the hourly wages were 35
cents; in the Netherlands, 44 cents; in
France, 47 cents; in West Germany, 54
cents; in Belgium, 56 cents; Switzerland,
67 cents; the United Kingdom, 68 cents;
Sweden, 94 cents; the United States,
$2.22.

If we total the fringe benefits, which
include the social security taxes—and
we can call them by whatever name we
wish in the foreign countries—we find
that in Italy the costs have risen to a
staggering 74 percent of the hourly
wage, and since Italy started in 1959
with a basic wage of 35 cents, Italian in-

dustrialists are still able to undersell
us in many areas.
In our own case all fringe benefits, in-

cluding social security taxes, and those
negotiated through union contracts,

amount to about 20 percent of the hour-
ly wage. So one can see what might
happen if we should continue to dump
program after program onto the Social
Security System, making it not an indi-

rect cost, but a direct cost, as reflected in

the cost card in the price of the article.

If, however, we should finance the pro-
gram or similar programs through the
general fund, we would distribute the tax
burden in our traditional manner. A
heavier burden would be placed on those
most able to pay. Under the social secu-
rity method of financing medical care,

the president of General Motors, who is

under social security, would pay exactly
the same amount in total dollars as the
man on the assembly line. That to me is

not in keeping with the traditional tax
pattern of our country.

Social security is a good program. I
do not suppose there is anyone in Con-
gress who would vote to repeal it.

However, certain misconceptions have
been developed about it, and I believe
that these very misconceptions have led
the public to jump for and clutch for the
King-Anderson proposal which finances
medical care through social security.
These misconceptions are:

First. That the tax is a premium and,
therefore, workers are prepaying their
own benefits.

Second. That social security is an en-
forced or compulsory savings program.

Third. That the life income of those on
the benefit rolls is supported—and there-
fore guaranteed—by the assets in the
trust fund.

Fourth. That compared to traditional
insurance, social security is a bargain.

Fifth. That people now on the benefit
rolls and their employers have bought
and paid for their benefits.

To correct these misconceptions I
would like to quote from a statement by
Mr. Robert J. Myers, Chief Actuary of
the Social Security Administration. He
said:

Still another argument claims that the
beneficiary has "bought and paid for his
benefits" because he may have been con-
tributing as much as 24 years. In actuality,
however, a person who has had the maximum
covered earnings for the period 1937-60 has
contributed only $1,290 (and his employer
a like amount). This represents, at most,
only about 1 year's benefits payments for
a retired worker without dependents so it is

quite obvious that no person has anywhere
nearly "bought and paid for his benefits." In
fact, actuarial calculations indicate that, at
most, the maximum proportion of benefits
that have been paid for by an individual's
contributions is now about 10 percent, and
in many cases of beneflcaries now on the
roll, this proportion is less than 1 percent.

Madam President, this indicates
clearly that those who are today paying
social security taxes are paying only, at
most, about 15 percent or 20 percent into
a reserve for their own retirement, and
the rest is going to take care of those
now on the rolls. Here we have a pro-
posal that we know will not be held at
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one-half of 1 percent. We know from
past experience that it is bound to go
up and up. What this is doing is trans-
ferring to the workers today and, through
increased manufacturing and industrial

costs, the obligation for the care of those
who are over 65 years of age.

Mr. CARLSON. Madam President,
will the Senator yield?

Mr. MORTON. I am happy to yield.

Mr. CARLSON. The Senator from
Kentucky is making a very interesting

statement about the ever-increasing cost

of programs once they have been in-

cluded in the social security field. I am
sure it was true also in the medical
field. If the Senator has not already
mentioned it, when social security legis-

lation was first passed, the base pay on
which the taxes were collected was
$3,000, and the rate was 2 percent, which
amounted to $60 a year. Yesterday the
distinguished Senator from New Mexico
placed in the Record the payments that
are being made at the present time on
$4,800. Under the new proposal the base
pay will be $5,200, on which, in 1968 and
thereafter, the rate will be 4% percent.

Under the present law it is 4% percent
on the employee and the employer,
amounting to more than 9V2 percent.
This is a program which those of us

who have been in Washington for many
years have watched grow in costs. First

we increased the base on which the taxes
were based and then we increase the
taxes themselves. I fully agree with the
distinguished Senator from Kentucky
that this one-quarter percent on the
employer and the one-quarter percent on
the employee will be the beginning of a
great program that some day will mean
the collection of taxes from individuals

who enter the program in an amount
equal to or in excess of some of the
amounts the distinguished Senator has
mentioned as being collected in other
nations who have had this type of pro-
gram for years. The Senator is render-
ing a real service.

Mr. MORTON. I thank the Senator.
Mr. ANDERSON. Madam President,

will the Senator yield?
Mr. MORTON. I am glad to yield.

Mr. ANDERSON. I do not wish to

get into a discussion with the Senator
on this question, because, as he knows,
I admire the care with which he has
prepared and presented his amendment.
I should like to point out, with respect
to what the Senator from Kansas has
said, that it might be useful to compare
what a dollar in 1937 bought with what
a dollar in 1960 would buy. Food costs

have gone up. Hospital costs have gone
up from $9.25, in 1946, to $35. Naturally
payments had to go up, too. They had
to go up in order to keep the fund
solvent.

I am not trying to be critical of the
Senator from Kansas. He is a very
faithful and conscientious member of

the Committee on Finance, and we are
longtime personal friends. I only say
that we must compare costs as between
one period and another, and take into

consideration the erosion of the dollar,

which all of us regret.

Mr. MORTON. I thank the Senator.
I agree fully that the costs have gone up.

None of us likes to see it happen, but it

has happened. We have had a degree
of deflation or depression or debasement
of the dollar—whatever one wishes to
call it. I hope it is over. It may not be,
but may continue.

I believe that to be an added reason
for not setting up a program, the costs
of which we cannot measure 10 years
hence, placed squarely onto a payroll
tax. It is an added argument for financ-
ing it and funding it from the general
fund, where it does not work toward
denying Americans jobs and further
forcing American industry out of the
markets of the world.

Mr. CURTIS. Madam President, will

the Senator yield?
Mr. MORTON. I yield.

Mr. CURTIS. The Senator is pursu-
ing a line of thought which has much
merit. The costs of the social security,

even if the proposal before the Senate is

not adopted, will increase a great deal.
The program started out as a retirement
program for the covered worker. J be-
lieve it was the late President Roosevelt
who warned against expanding it too
far. He said it was a floor of protec-
tion for the individual who could not, by
reason of age, earn wages. Since that
time the program has been extended to
include a survivor benefit, not only for

the surviving spouse in case of the death
of the aged person, but also for the
widow if the individual dies before he
reaches the required age. If he leaves
minor children it has a life insurance
feature. It has been extended to in-

clude disability, first for those over 50
years of age, and later, that was taken
out. It has been projected for a period
of 10 years in the future by the gentle-

man in the Department of Health, Edu-
cation, and Welfare who is in charge of

the legislation. I refer to Mr. Cohen.
He is very learned in the field of social

security. He has been one of the archi-
tects of the system. During the time
that he was in private life, prior to the
present administration, he was a pro-
fessor who made many speeches and
statements on the subject of social se-

curity. According to his pronounce-
ments, he favors, at the end of a 40-year
period, fixing the base for applying the
payroll tax, not at the present $4,800

figure, but raising it to $9,000.

He has declared himself publicly, and
has reaffirmed his views in official docu-
ments, in favor of the base's expansion,
extension, and liberalization. The sum
total of all of this would be a very high
social security tax.

Actually, Mr. Cohen favors the pro-

posed legislation which is before the
Senate today. A few years ago he cham-
pioned the Murray-Wagner-Dingell bill,

which would have provided medical care
not merely for the aged, but for all peo-
ple. We who are realistic have good rea-
son to believe that if the bill before the
Senate shall be passed, its benefits will

be extended so as to cover the purposes
of that bill. That is logical.

If out of tax funds hospital bills are
paid from the social security fund for

individuals who are over age 65, regard-
less of their income, Congress will grad-
ually move in the direction of taking

care of bills essential for the individua
who has had a long illness and has no
earnings.
Mr. Cohen, on the basis of what he

now advocates and has advocated in the
past, has envisioned a program, under
which, when it is completed in 10 years,
the self-employed individual making
$9,000, and having a wife and two chil-
dren, will be paying more in social se-
curity taxes than he will be paying in
income taxes. From the income tax and
other Federal taxes, all the expenses of
the Nation are paid, including veterans'
benefits and the "retirement of the na-
tional debt. Yet it is proposed to move
in a direction in which, under social
security legislation, the $9,000 a year
person, if he is self-employed, will be
paying more for social security than he
pays for all the other costs of govern-
ment.

I commend the distinguished Senator
from Kentucky for his study and hit, ob-
servations and for pointing up the fact
that we are not proposing to give people
something. We are proposing to add to
a social program which will be endan-
gered by its own weight. The reason
why there is no widespread recognition
of that fact at present is, as the dis-
tinguished Senator has pointed out, that
the full impact of the program which is

now in force has not been realized. The
individuals now on the roll have made
only a token payment for the benefits
which they and their families will re-
ceive. A time will come when the burden
under social security, which must be as-
sumed by a young man just out of col-
lege and carried for 40 years or more

—

all through the years when he is buying
a home, educating his children, and pay-
ing his own bills—will be very great.

This is not a proposal to give the peo-
ple something. It is a proposal to pay
some hospital bills now and add to the
future burden of the individuals who will

do the work of the country in the years
which lie ahead. It will be an onerous
burden.

I thank the Senator from Kentucky
for yielding.

Mr. MORTON. I thank the Senator
from Nebraska, who serves on the Com-
mittee on Finance, and who served in

the other body for many years on the
Committee on Ways and Means. He is

one of the leading authorities in Con-
gress on the subject of social security.

I wish to reemphasize some of the
points which the Senator from Nebraska
made. When the social security pro-
gram was first enacted, it was assumed
that the tax on the individual and the
tax on the employer would never go be-
yond $90 a year per person. We have
already seen that amount almost
doubled. Without adding anything
more to social security, without adding
any new programs under the present

law, there will be a 54 percent tax in-

crease between 1961 and 1968. I rec-

ognize,' as the Senator from New Mexico
[Mr. Anderson] has stated, that costs

have risen substantially since the social

security program was inaugurated. As
a Member of both the House and the
Senate, I have voted for increasing the

payments, and therefore increasing the
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number of benefits subject to taxation.

Other provisions have been placed in

the program. I voted for them; I did

not quarrel about them.
First, in 1939—which was before I be-

came a Member of Congress, but I ap-
proved of the action—Congress provided

for a surviving child under age 18, a de-

pendent child under age 18, a dependent
wife age 65 or over; a widow age 65 or

over, a widow under age 65 and having

a child under 18; and a surviving de-

pendent parent age 65 or over. They
were included as beneficiaries.

In 1950—and I voted for this program
also—Congress provided for a dependent
wife under age 65 having a child under
age 18; a dependent husband age 65 or

over; a dependent widower age 65 or

over; a surviving dependent; a former
wife having an eligible child under
age 18.

In 1956, Congress provided additional

benefits. There were included disabled

workers between ages 50 and 64; a de-

pendent, disabled child 18 or over—if

still disabled at age 18— a surviving dis-

abled child 18 or over—if still disabled

at age 18. Congress was pretty much
in agreement on that amendment.
In 1958, 2 years later, Congress in-

cluded the dependent wife of a disabled

worker age 50 to 64. Also, a dependent
child of a disabled worker, aged 50-64,

was included.

Two years later, in 1960, benefits were
provided for a disabled worker under
age 50.

All this is good. It was done knowing
that the cost would be increased. But
now it is proposed to enter an entirely

new field. The housing program for the
aged might just as well be placed under
social security. I read a list of benefits

which are provided in France, all of

which apply to social security. Many
social welfare programs in this country
might be transferred to the social secu-
rity tax.

The question of health care is only
one program; but when we start, we
do not know where we will stop. I dis-

like to see a start made in burdening the
payroll of America with these programs,
worthy as they are, because any increase
in the cost of administering them imme-
diately affects the price of American
goods; and the price of American goods
affects the employment opportunities for
American workers.

Madam President, on June 7, in the
Senate, I stated my approach to this
problem. I started along four basic
lines: First, that any medical assistance
program for the aged, sponsored by the
Federal Government, should not be com-
pulsory.

Second, the program should be ad-
ministered by the States.

Third, governmental assistance should
he be given to all persons over age 65
who need it, but no monetary assistance
should he be given to those who are able
to finance their own medical needs.

Fourth, the burden of the program
cost should not fall most heavily on the
lower income wage earner, as would be
the case with an increase in the social
security tax.

I have dealt at length with point 4.

For a few minutes I shall discuss point 3,

namely, that governmental assistance be
given to all persons over 65 who need it,

but that no monetary assistance be
given to those who are able to finance
their own medical needs.

I was impressed with the argument to

the effect that one has to take a pauper's
oath or has to disclose his assets or has
to go through all the embarrassment, if

you will, of making a full disclosure of

his assets, in order to be a full bene-
ficiary of certain medical care programs
or proposals. But I point out that for
many of the veterans' programs that sys-

tem prevails.

However, in providing for the estab-
lishment of eligibility for this program, I

suggest that we use one simple criterion,

namely, the filing of an income-tax re-

turn. If one paid no income tax, the
Federal Government would pay up to

$125 for participation in this program,
which would be administered by the
States. If one paid a moderate income
tax—the individual and the Government
would share in the cost on a graduated
basis. The higher the individual's in-
come tax, the greater would be his share
of his medical insurance cost. So the
program would not involve a pauper's
oath, but merely would involve disclosure
of whether the individual concerned had
paid an income tax.

When a needy person whose medical
insurance payment had been made en-
tirely by the Federal Government went
to a hospital or to a doctor for care,
neither the hospital nor the doctor would
know whether the person had paid for
the costs or whether the entire payment
had been made by the Federal Govern-
ment.
The position of the State in this con-

nection would be that of carrying out
the administration. The Federal Gov-
ernment would pay the full amount
of the premium of a needy person who
was unable to pay, or would pay whatever
part of the premium the needy person
did not pay. However, the States al-

ready have welfare organizations estab-
lished, and could easily administer this
program, and they should administer it.

A State would approve two, three, four,

five, six, or whatever other number of
optional policies such a person could get.

A person who was completely indigent
would perhaps want a policy which
would particularly emphasize taking care
of his day-to-day needs for drugs and
medicines and doctor and dental serv-
ices, and would not be so much concerned
about catastrophic illnesses, because to-
day a person who is a complete indigent
is taken care of, one way or another,
when he has catastrophic illnesses.

A person who had some means and
could take care of his day-to-day drug
and medical expenses and his doctors'
and physicians' and dentists' bills might
be disturbed about the possibility of a
catastrophic illness which might wipe
out whatever savings he and his family
had. So that person would be more
interested in purchasing a policy which
would give consideration to, and would
make provision for, the expenses in con-
nection with a catastrophic illness.

We have already faced this problem,
in connection with a bill passed under
the leadership of the late great humani-
tarian, Senator Dick Neuberger, of Ore-
gon; and we, ourselves, and all Federal
employees have an option as to what
type of insurance will best meet our
needs. I believe that with the counsel
and guidance of the welfare workers in
the several States, the people would buy
the policies which best fitted their par-
ticular needs or requirements. The poli-

cies would vary from State to State, of
course. A person in Alaska might want
to be covered against frostbite; but a
person in Florida certainly would not be
interested in such coverage. Of course,
the policies would have to meet the broad
guide lines established by the Secretary
of Health, Education, and Welfare. In
short, I think the people would get their
money's worth.
Under my proposal, up to $125 would

be paid for such an insurance program.
Perhaps someone will say, "I am already
sick, and no company will insure me."
But the point is that the policies will be
group policies, and no medical examina-
tion will be required. For example, a
person over 65 years of age who today
is in a hospital could get such insur-
ance. But only in connection with a
group policy could such a situation pre-
vail. So I think that argument is of
little weight or value.
What will be the benefits? What

could be provided for $125? I think the
benefits would be rather substantial. In
my bill, I have deliberately left a degree
of latitude, so that we would not re-
quire one particular type of policy, but
would provide for a broad freedom of
choice. So an elderly person could ob-
tain a policy in accordance with what
he or she thought the need would be.

Some definite benefits are spelled out
in the so-called Bow bill, which has been
introduced in the other body. I have
made a sufficient investigation to know
that those benefits could easily be cov-
ered under the $125 payment which I

suggest in my bill. Senators who are
interested in this matter can find these
items beginning on page 3, line 18, of the
so-called Bow bill, H.R. 10981.

In the bill we passed for Federal em-
ployees, we authorized a program under
which insurance companies submitted
bids, and then they were passed upon by
the appropriate Government agency. A
typical example is as follows—and I am
sure that my proposal would cover this:

Subject to an overall $50 deductible,
$12 for hospital room and board charges
per day of confinement, for 90 days, plus
$180 miscellaneous expenses and a $300
surgical schedule; or by increasing the
deductible amount to $100, hospital
visits and nursing home benefits of $5
in hospital doctor calls for 50 days and
$6 nursing home for 31 days could be
added.

Another would be $15 for room and
board for 31 days, plus 75 percent of

the first $750 of miscellaneous expenses,
and a surgical schedule of $250, and $3
for doctors' calls for 31 days. Those are
examples of benefits which I am sure
could be covered by a policy costing $125
a year.
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I shall not burden the Record or my
colleagues by stating here the details set

forth on these pages, but they give the
details for the policies in connection
with bids received from reliable insur-
ance companies, for various types of out-
lined care which could be given under
the retired Federal employees' health
insurance program; and I feel sure that
the $125 would give far greater end bene-
fits to those in need of doctors' care, hos-
pital care, medical care, surgical care,

or dental care than is practicable under
the approach outlined, certainly, in the
original King-Anderson bill, and even
in the Anderson amendment.
Madam President, I know that if we

adopt the Anderson amendment and if

it becomes law, there will be demands
on us, as Members of Congress, begin-
ning almost immediately—beginning
next year—to add benefits. That would
require us to add taxes on the payrolls
and to add to the social security burden
and to further impede our ability to
maintain our markets and to withstand
foreign competition and to provide job
opportunities to the American people.
The history in other countries has been

that the cost has immediately gone up
four or five times the originally contem-
plated cost. And once we further opened
up the social security tax as a device
for financing worthy programs, we
would have many other programs which
would be clamoring to get in under the
same tent, financed by social security.

A moment ago I mentioned housing for
the aged. I think it is a typical example.
There is no more reason for keeping
housing for the aged out of this program
than there is for putting medical care
under it. After all, it does little good to

keep a person healthy if he does not have
a place in which to live; and I think it

would follow, just as night follows day,
that if we started this, we would be
called upon to provide a much more pre-
tentious housing for the aged program,
to be handled through social security.

So, for all these reasons, I hope my
substitute will be seriously considered by
my colleagues.

First, I think it more effectively deals
with the basic problem.

Second, it is more in keeping with the
American tradition of taxing those who
have the ability to pay.

Finally, I think it is certainly in keep-
ing with many programs. This admin-
istration is interested in increasing our
business abroad, in keeping America
competitive, in increasing job opportuni-
ties here at home. It seems to me we
get into constant contradictions. We get

a program brought up to do one thing,
and then we come up with another pro-
gram that vitiates the purpose of the
first one. A tax program is proposed
that will hurt American business abroad
and will restrict job opportunities at
home through inability to export.
Now we have this medicare program

before us which will add directly to the
costs of American business, and therefore
further impede job opportunities at
home.
So for all those reasons—social, eco-

nomic, and in the name of the spirit of
American tradition—I think my substi-

tute deserves attention, and I hope it will

prevail.

Mr. JAVITS. Madam President, will

the Senator yield for a question or two?
Mr. MORTON. I yield.

Mr. JAVITS. First let me state, with
the Senator's permission, that the Sena-
tor from Kentucky is one of the most
distinguished public servants in this
body, not only in domestic but in for-
eign affairs. I think it is quite a tribute
to him, in what we are trying to. do, no
matter how we are trying to approach
the problem, that the Senator from Ken-
tucky felt impelled to offer a construc-
tive alternative, for which I have great
respect, rather than rest on the propo-
sition, which I think some persons do

—

and I hope very few—"Well, let us just
leave it as it is and not get into this at
all."

First of all, I feel that I am on the
Senator's side because, whatever may be
my position on the inadequacies of the
Senator's proposal, the Senator is offer-

ing a constructive alternative.
Mr. MORTON. If I may interrupt at

that point, the Senator from New York
has given as much study to this matter
as has any Member of this body. I re-
member that he gave us a positive ap-
proach to the problem in 1960. He of-

fered a sound approach, which I was
happy to support. My efforts here have
been, in large measure, inspired by the
great work he did in 1960.

Mr. JAVITS. The Senator is very
kind.
The other day the Senator defined for

me the differences between his bill and
the Bow bill. I wonder if he would state
them again, because I think it would be
a good idea to have that statement in

one place.

Mr. MORTON. First, under the Bow
bill, the full insurance would be paid for
all citizens over 65, regardless of need.
Either the Government would pay for it

or the full amount would be taken in a
direct deduction when a person filed his
income tax.

In my proposal, I have, to a degree at
least, maintained the philosophy of need
by putting it on a sliding scale: If the
person pays no income tax, the Govern-
ment pays the entire insurance premium
cost; and then it graduates up to the
point where the individual pays $400 in

Federal income tax. At this point prac-
tically the full medical insurance pre-
mium would be paid by the individual.

Mr. JAVITS. The Senator mentioned
another distinction.

Mr. MORTON. Another distinction is

that the Bow bill spells out the benefits.

My proposal leaves it in more general
terms, merely requiring the States to cer-

tify a choice of plans, and those plans
must be within the broad guidelines set

by the Secretary of Health, Education,
and Welfare.
Under the Bow bill, the persons would

get their own insurance. My measure is

on the group theory, so that anyone in

a hospital today, for example,, who might
be 75 years old, would come under the
provisions of the law.
Mr. JAVITS. Of course, in the meas-

ure of the Senator from Kentucky, the
insurance contract is made by the State.

Mr. MORTON. Yes.
Mr. JAVITS. That is, the State con-

tracts with as many carriers as it

chooses?
Mr. MORTON. Yes.

Mr. JAVITS. Would the Senator con-
template that a State could contract
with contractors and persons could have
insurance with carrier A, B, or C, or does
the Senator believe that, under his bill,

the State would contract with a carrier
to the exclusion of others, and therefore
the people in that State would have to
sign up for a policy with that particular
carrier? What does the Senator have in
mind in that respect?

Mr. MORTON. I would hope there
would be several carriers, A, B, and C

—

not too big a number, but at least a
reasonable choice, say, five, six, or seven.
Although I do not specify it particularly,
I think it is implied in my proposal that
the Secretary of Health, Education, and
Welfare, in his broad guidelines, would
made it a requirement that a State would
not favor one particular carrier.

Mr. JAVTTS. If that is the case, does
the Senator feel that the advantage is

an actuarial advantage, in that a State
would have a big bloc of subscribers to
have insured? Also, would it not be a
disadvantage that, unlike the option pro-
vision which is contained in the amend-
ment of the Senator from New Mexico
[Mr. Anderson] and our colleagues in its

present state—and I hope we will im-
prove it materially—it gives a wide
range, through co-op plans, insurance
companies, et cetera? Does the Senator
feel that would be a fair point to make
as between his substitute and the Ander-
son amendment?
Mr. MORTON. Yes. I would be per-

fectly willing to provide the same option
under my plan. As I said at the outset,
I think the bill the Senator from New
York has had a chance to work on with
the Senator from New Mexico is a tre-
mendous improvement over the admin-
istration proposal or the King-Anderson
proposal. I think it is a magnificent job.
But my particular worry is the social se-
curity financing. However, that is not
the point we are discussing now. I think
the Senators have done a splendid job
in developing an arrangement under
which groups, cooperatives, and so forth,
can be brought in. I do not think they
would be precluded under my measure.
Mr. JAVITS. The Senator will note

that under the Bow plan, which is in this
respect not analogous, but which gives
us a word of warning, it carries within it

a lifetime limitation, so that under the
plan of Representative Bow, if a per-
son had a $100 deductible amount, his

lifetime limitation which could be in-

curred under the plan would be $5,000
in cost. If it was a $200 deductible
item, it would give that person a life-

time maximum of $10,000.

I ask the Senator whether it is not
very likely that if we left the field strictly

to the insurance people, they would write
these provisions into other policies and
therefore the policies would fall short
of one of the very big problems which
Is involved in this area, which is giving

people a sense of mental insurance
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against catastrophe in all kinds of health
problems.
Mr. MORTON. I do not contemplate

writing any lifetime restrictions in the
policies under my measure. I think ex-

perience and the competitive records of

experience and the competition that is

developing among groups which are

seeking to sell health insurance today
would work toward the highest possible

liberalization of the policies.

Mr. JAVITS. Finally, I should like

to ask the Senator this question. I was
having a sandwich in the cloakroom, and
the Senator may have already covered
this point. Has the Senator from Ken-
tucky made any estimate of cost under
his measure?
Mr. MORTON. We have made an

estimate, and as nearly as we can tell,

it is somewhere in the neighborhood of

$1.2 billion to $1.4 billion.

Mr. JAVITS. How many people does
the Senator estimate that amount would
cover?
Mr. MORTON. Of course, there are 17

million persons today who are over 65.

Our difficulty in estimating cost came
from trying to ascertain from the In-

ternal Revenue Service how many of

these persons paid taxes ; and, if so, how
much they paid in taxes. So our figures

are somewhat of a guess. But we are

pretty sure about the limit of between
about $1.2 billion and $1.4 billion.

Mr. JAVITS. Certainly, the Senator's

amendment would cover those who paid

no tax at all?

Mr. MORTON. Yes.

Mr. JAVITS. And then those who
paid less than $400? And it gives even

a little to some who pay over $400 a year.

Mr. MORTON. Yes. Those over 65

years of age can deduct certain expenses
now. They would get that benefit any-
way.
Mr. JAVITS. I thank the Senator for

his explanation. The Senator's plan
would be premised upon appropriations

to be made annually, in the amount
somewhere between $1.2 billion and $1.4

billion.

Mr. MORTON. That is correct. That
is a staggering amount of money, but
there has been a great deal of talk about
tax cuts. Some of our friends have been
talking about a tax cut of as much as

$10 billion. Perhaps we could ease up
on the tax cut by 10 percent and have
money available to provide for the health

care of the needy aged.
Mr. JAVITS. I thank my colleague.

Before I sit down I should like to express

my appreciation for the constructive

thoughtfulness which obviously has gone
into the Senator's effort to meet this

kind of problem. We often hear many
words used in the endeavor to describe

the ideology of Republican Senators

—

"liberal," "progressive," "conservative,"

and "ultraconservative." I prefer the

word "thoughtful" for the Senator. I am
very pleased that he has given his mind
to this effort. I can only say that it will

be helpful, whatever may be the fate of

his particular proposal.

Mr. MORTON. I thank the Senator
from New York.

Mr. MILLER. Mr. President, will the
Senator yield to me?

The PRESIDING OFFICER (Mr.
Hicicey in the chair) . Does the Senator
from Kentucky yield to the Senator from
Iowa?
Mr. MORTON. I yield to the Senator

from Iowa.
Mr. MILLER. Mr. President, I wish

to join in the commendation of the dis-

tinguished Senator from Kentucky by
my colleague from New York, for the ex-
cellent work he has done in endeavoring
to come up with a reasonable, workable
solution to the problem which confronts
us.

I should like to ask my colleague from
Kentucky a question about a subject
which has troubled me considerably.
Although I like the approach used in

the Senator's plan, I note that the means
test, if we might call it that, seems to

revolve around the concept of Federal
income tax liability. I am sure that the
Senator recognizes, as I do, that if we
are to consider the economic means of
people, the income tax liability does not
necessarily reflect economic income.
What the Senator from Iowa would like

to have is a means test, based upon eco-
nomic income.
On page 13 of the Senator's amend-

ment, section 208, it is provided:
The amount of the State share with re-

spect to any Individual for any period
within a taxable year of such individual shall
be based on the Federal income tax liability

of such individual.

I should like to see that modified to re-
flect the economic income of the indi-

vidual. The economic income could be
defined to include the Federal net tax-
able income, which would be the adjust-
ed gross income, minus the page 2 de-
ductions, if there were any, or the op-
tional standard deduction; and to that
could be added the income not recog-
nized for Federal tax purposes; such as,

for example, tax-exempt bond interest

or the unrecognized 50 percent of long-
term capital gains.

I am sure we can visualize a situation

in which many taxpayers might have no
income tax liability whatsoever, but, as
a result of having tax-exempt bond in-

terest or long-term capital gains, might
have a substantial economic income,
which would put them in a preferred po-
sition as compared to those not having
that income, if we should follow the ap-
proach used in the Senator's amend-
ment.
My question to my colleague from

Kentucky is whether it would be feasi-

ble to modify his amendment to include
this type of approach.
Mr. MORTON. First, I recognize that

the question posed by my colleague from
Iowa is a valid question. I know the
Senator is a distinguished tax lawyer
and an expert in this field.

I thought of the point he has made.
I think perhaps if we could provide for
the economic income in a manner con-
cise and easy, that approach would be
better than my approach. However,
there has been a great deal of talk about
the "pauper's oath" and this, that and
the other. I took what seemed to me to
be the simplest device, even though I
recognize there would be certain benefi-
ciaries under the program who would be

people of substantial means, who would
pay either no Federal income tax or very
little Federal income tax.

T am sympathetic toward the approach
outlined by the Senator from Iowa, but
I could not figure out a way to do it, I

will say frankly, without getting the pro-
posal so complicated that we would leave
the basic objective.

Frankly, in total numbers I do not
think we would find very many citizens

who have substantial income from tax-
free sources who do not also have large
income from taxable sources. There-
fore, they would pay income taxes.

Mr. MILLER. I agree with my col-

league that the number probably would
not be great. In my own State, and no
doubt it is true in other States, I am
sure it is true that there is a feeling that
the economic status of an individual
should be the critical test.

I recognize the practical problems of

enforcement, when there is a departure
from a simple test of income tax liability,

adding in other factors.

Speaking from my own experience in
my own State, I would suggest that this

proposal should not be difficult to work
out. As the Senator knows, on the Fed-
eral income tax return the full amount
of long term capital gain is shown. It

would not be difficult to obtain that in-
formation from the Federal income tax
return. On the State income tax returns
the tax exempt bond interest or other
items exempt from taxation for Federal
purposes are readily set forth. I do not
believe we would encounter much dif-

ficulty in the administration of it, if we
tied down the definition of economic in-

come to the factors I have mentioned.

If the Senator thinks this suggestion
has merit, the Senator from Iowa would
be happy to sit down with him and try

to devise an amendment to his amend-
ment which would spell out a definition

of economic income which would be prac-
tically enforcible. I do not think we
need to get into too many refinements.
The items I have mentioned are the two
big items. I believe the two main items
with respect to which we should take
action are the unrecognized 50 percent
of long term capital gains and the tax
exempt bond interest. Both of those
represent millions of dollars of income
during any year. If we could get those
out of the way, I think we would have
a much more equitable approach, a much
more palatable approach so far as the
administrators in my State are concern-
ed. I am quite sure the people in the
social welfare administration in the
State of Iowa would feel more comfort-
able about the program if an economic
test tying in these other factors were
used, rather than the straight income
tax liability.

Mr. MORTON. Again I must say I

have no way of knowing how many peo-
ple are in that category I think there
are indeed very few people who have
substantial income from tax-free sources,

or who have long-term capital gains of

any consequence, who do not at the same
time have taxable income which would
take them outside of the framework of

the formula I have developed in my pro-
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posal. I think we are talking about so

few people that I would hate to see us get

bogged down in the argument, when I

am trying to establish a more basic,

fundamental concept of how to pay for

medical care for the needy aged in an
affluent society.

Mr. MILLER. But the Senator's pro-
posal would tie the hands of a State.

For example, my own State of Iowa could
not take into account these other factors

I have mentioned. I believe when a pro-
posal would tie the- hands of a State we
should be reluctant to override long-

standing policies of a State, and I think

those policies would be overridden if we
relied strictly on the income tax liability.

Mr. MORTON. If the Senator will

permit me to interrupt, I shall be glad to

endeavor to work with the Senator to de-

velop language which would permit the
States to consider the problem on the
basis of actual economic income instead

of on the basis of income taxes paid.

Mr. MILLER. Then I say to my col-

league that I think we might be able to

work something out to make it a better

amendment. I know the Senator has
spent far more time going into this sub-
ject than has the Senator from Iowa.
All I am trying to do is to be helpful in

perfecting a reasonably good amend-
ment, which I think will be much more
supportable than the amendment now
pending.
Mr. MORTON. I thank the Senator.

I shall be glad to work with him on the
problem.

I yield the floor.

Mr. ANDERSON. Mr. President, first

I wish to say to the able Senator from
Kentucky [Mr. Morton] that while we
may not agree with his amendment, and
some of us may have some argument
about it, I desire to commend him pub-
licly for the fact that when the sugges-
tion was made in the Senate Committee
on Finance that a hearing be held on
the bill, the Senator from Kentucky
voted to have a hearing, because the bill

is an important one and would involve

a great deal of money.
J appreciate the fact that the Senator

from Kentucky took the position he did
in the committee. I am glad to see that
he recognizes that at this time there is

very little disposition on the part of
people to repeal the basic social security
legislation. I was appreciative of the
recital which he gave of the changes
which have been made in social security
legislation through all the years to date.

It is important, however, to realize that
we have made the system grow as people
wanted it to grow. When features are
added to the bill, naturally the cost of
the program is increased. I am glad to
say that the Senator from Kentucky is

one of those who has been helpful in
the passage of good legislation along
that line. I was pleased to hear his re-
cital today.

However, we have seen what happens
when we come to the question of pro-
posing an income tax method of handling
the program. People will say that it is

not a good means test. Their statement
is correct. It is not a good means test.

If we were to apply a good means test,

the experience of MAA, the medical as-

sistance for the aged program, would
show an average cost of about $42 per
case in order to put it on the books.
Therefore I think the Senator from Ken-
tucky has a good point in saying that
if we should try to improve on the in-

come tax approach by a means test, we
would have a rather costly venture that
might or might not be the correct ap-
proach to it.

The Federal payments toward pre-
miums would vary in accordance with
the Federal tax liability of the insured
aged individual. One intent of the pro-
vision is, of course, to conserve Govern-
ment funds by relating payments to in-

dividual need. There is some question,

however, as to whether that provision
would actually save the program a sig-

nificant amount of money.
The Government would pay a $125

premium with respect to a person who
has no Federal tax liability. About 80
percent of the aged have no tax liability,

so the Federal Government would be in-

volved in paying all the cost of 80 per-
cent of the people. At the present time,

with the number of people we now have,
it would mean a cost of about $1,750 mil-
lion, to which we would add certain other
costs, which would probably bring the
total closer to $2 billion. But if we take
only the rough figure of $1,750 million,

the amendment would be an expensive
one which would certainly continue to

throw our budget further out of balance.
An income test based on Federal in-

come tax liability has some deficiencies.

For example, such a test would exclude
various forms of income from nontaxable
securities, certain dividends, social se-

curity and railroad retirement benefits,

and a part of certain long-term capital

gains. A retirement income credit is also

allowed. Income from State and local

bonds and securities is not counted." The
option to file joint or individual returns
also raises an issue as to treatment of

individual members of a couple. It is

unclear how such cases are intended to

be treated under the bill.

Moreover, any cash income test—even
if not tied to income tax—would favor
persons receiving noncash income as
contrasted to those receiving cash in-

come. Noncash income is an important
source of the income of the aged, with
homeownership the most common source
of significant income of this kind.

About two-thirds of the aged people are
homeowners. The value of this rent-

free housing—ranging from $500 to $1,-

500 in most cases—would not be counted
as income, whereas the nonhomeowner
while no better off but with savings
equivalent to the value of a home in-

vested in assets providing interest or
dividends might find the increase in cash
income disqualified him. Almost half
of the widows are homeowners and this

group would especially be at a disad-
vantage in the case of a cash income test.

In any case, the test is not an effective

means for preventing high-income peo-
ple from receiving benefits exceeding $25
per year.
The administrative costs under the

proposal of the Senator from Kentucky
[Mr. Morton! would be generally higher
than that under my amendment. One

of the basic reasons for this difference in
cost is that Senator Morton would re-
quire specific proofs in determining how
much aid would be given to any aged
person. The applicant would have to
prove his age and each year a determina-
tion of his income would be involved.
Considering that the average benefit to
an individual per year would be in the
vicinity of $100 if the cost of the deter-
mination were as low as $10, this deter-
mination alone would result in 10 per-
cent costs for administration. While I
have assumed $10 for this purpose, it

should be recalled that in the MAA pro-
gram administering the means tests costs
$42 per case on the average.
So I hope the amendment will be re-

jected. I believe that it is an interest-
ing proposal. I say again that the pro-
posal of the Senator from Kentucky has
been carefully drawn. I realize that it

represents a good deal of thought, care
and attention. But I think the amend-
ment should be rejected.

Mr. JAVTTS. Mr. President, I shall
not detain the Senate very long. I did
wish to make a few observations.
Mr. KERR. Mr. President, will the

Senator speak a little louder?
Mr. JAVTTS. I might suggest that if

perhaps the Senator from Oklahoma
would come a little closer, he could hear
better.

Mr. KERR. If the mountain will not
come to Mahomet, Mahomet will go to
the mountain.
Mr. JAVTTS. And the mountain will

be Very honored.
Mr. President, I wish to make a few

observations on the very interesting sub-
stitute suggested by the distinguished
Senator from Kentucky.

I preface my observations by pointing
out that the amendment represents a
very thoughtful effort to meet the prob-
lem. And admittedly it is a problem.

I make my observations only because
there will be other amendments. The
Senator from Connecticut [Mr. Bush]
has an amendment.
The amendment of the Senator from

Kentucky may find favor with the Sen-
ate, although I hope it does not. There
may be other suggestions which raise
the same points. Perhaps it is just as
well that at an early stage of the pro-
ceedings the Senate should consider those
points.

First, there is the question of cost,

which I believe is very important. My
distinguished and beloved friend, the
Senator from Oklahoma [Mr. Kerr], in
his usual trenchant way, made me face
the fact yesterday that there was a time
when I was very much opposed to social

security financing. I should like to face
that fact again today. The amendment
of the Senator from Kentucky [Mr.
Morton] raises the point very properly.
There is no question about the fact that
the program would result in less cost, in
terms of the Federal budgetary estab-
lishment, if the social security financing
prevails.

The reason I was opposed was that I

felt it would be a tax upon those ele-

ments of the population at the lower in-

come levels. Therefore I criticized the
tax as regressive. It took about 2 years
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for me to come to the realization, which
I repeat was my decision as a person in
public life with an extrasensory percep-
tion which we all acquire after while,
that those who would pay what I called
and still call a regressive tax are not only
willing but eager to pay it.

There is inherent in the concept dig-
nity, strength, self-sufficiency, and self-

help. The concept that people would
be putting up some extra money to pro-
vide health protection for them when
they grow older is an attractive concept
to the working people of the United
States. That strange alchemy occurs in
a free society.

It is my observation—and I am acting
upon it because I thoroughly believe
it—that the great majority of the Ameri-
can people who would pay the extra
percentage called for by the amendments
of the Senator from New Mexico are
willing and glad to pay the required
amount for the protection which they
consider they would be getting under a
suitable bill. That is a classic case, so
far as I am concerned, on the question
of financing.
When I was working on my bill in

August 1960, 1 had to admit that it would
cost $1 billion to $l l/4 billion. The Sen-
ator from Kentucky [Mr. Morton] must
admit that his bill would cost $1,200
million to $1,400 million. Therefore, we
must compare that cost with the fact
that under the substitute of the Senator
from New Mexico [Mr. Anderson] which
we have joined in, the cost out of the
general Federal Treasury would be
something in the area of $250 million.
The rest of the cost, roughly $1 billion

more or less, but on the whole just about
that figure, would be produced out of
social security taxes. Since I ana in-
tellectually convinced that people are
willing and ready to pay that tax for
the purpose stated, why should we stop
them? It certainly would reduce the
drain upon the regular Federal budget,
the regular Federal expenditures, and
what we consider to be the cost of run-
ning the Federal Government, especially
in respect of a program of the character
we are considering.
The second thing is the question of

benefits, which I think is raised very ad-
mirably by the proposal of the Senator
from Kentucky. There are two ways to
approach the benefit question. One
way is as he has approached it, by al-
lowing the competitive forces in the in-
surance field to establish benefits com-
petitive within approved limits. He
names a category; he does not specify
benefits.

The other way is to set a standard to
which private enterprise is invited to
repair—better, if it can, but a standard
nonetheless. I rather think for my-
self—and again I speak solely as an ad-
vocate and as one who has worked in
this field—I prefer the setting of a stand-
ard. I believe that the standard that
will be set will be a notch above what
the private enterprise system is likely to
go to now. Nonetheless and notwith-
standing the fact that it is a notch
above what it will go to now, I think the
way we have it, with the option added
to it, it will result in giving the private

enterprise system a new base upon
which to stand.
May I repeat that, Mr. President?

We are having a conversation not only
with each other, but with the country
on this subject. I believe it should be
very clear to everyone what we are try-
ing to attain and what people like my-
self, who have come over to a point of
view, believe. I believe that we are set-
ting a standard which will be a base for
the private enterprise system at a level
higher than what in my view it would
attain for some time.

Therefore, the standard we would be
setting in the bill, according to the
Anderson substitute, is desirable. It is

a standard which I believe represents a
reasonable contribution to the adequate
medical care of the individual over 65.

We all know that it does not represent
all of his medical care. We know, for
example, the great power and effective-
ness of preventive care in respect to our
older people. We know, for example

—

and geriatricians tell us—that it is

important to keep older people ambula-
tory. We know that not less than 50
percent or probably nearer 60 percent of
their medical expenses will not be met
by the pending bill even if it is passed
in its present form. Nonetheless, it is a
big contribution to medical security.
That is what it is. It is a platform on
which private enterprise can build
higher. It can build even higher on
the concrete base that the bill will pro-
vide, and bring about adequate medical
care for people over 65 in terms of
money and in economy.
Mr. CURTIS. Mr. President, will the

Senator yield?
Mr. JAVTTS. I yield.

Mr. CURTIS. The cost of the pro-
gram under the Anderson proposal
would be borne through taxation, would
it not?
Mr. JAVITS. It would be borne

through the social security tax.
Mr. CURTIS. That is a compulsory

Mr. JAVITS. Yes.
Mr. CURTIS. What remedies can be

resorted to if it is not paid voluntarily?
Mr. JAVITS. Well, the same penal-

ties that would apply to any other man-
datory tax imposed by the Federal
Government.
Mr. ANDERSON. Mr. President, will

the Senator yield?
Mr. JAVITS. I yield.

Mr. ANDERSON. When the Senator
from Nebraska says "if it is not paid
voluntarily," I only wanted to say that
I have always thought that most social
security taxes were collected at the
source by the Government. I did not
know that the Government went around
to the individual to collect its dollar.
Mr. CURTIS. The self-employed pay

it directly.

Mr. JAVTTS. The employer pays both
for the employee and for himself.

Mr. CURTIS. Severe penalties are
imposed if they do not collect it and pay
it. Where does the money go after it is

paid in taxes?

Mr. JAVITS. Under our bill it will go
into a separate trust fund, a medical
trust fund set up solely for this purpose.

Mr. CURTIS. In the UJS. Treasury?
Mr. JAVITS. Well, it will go into a

separate trust fund which is under the
jurisdiction and control of the Treasury

;

yes.

Mr. CURTIS. Who will pay out the
benefits?
Mr. JAVITS. The benefits will be paid

out in the first instance from the trust
fund by the Treasury.
Mr. CURTIS. The Government will

make arrangements with the provider of
the service, whether it be a hospital or
nursing home?
Mr. JAVITS. Or with an agent or

with a supplier of the service to the
beneficiary, where the beneficiary has
availed himself of it—a private enter-
prise operation.
Mr. CURTIS. The Government must

furnish it one way or another?
Mr. JAVITS. The Government must

pay one way or another.
Mr. CURTIS. What makes it a pri-

vate enterprise system when the Govern-
ment collects the money with all the
force of law of collecting any tax and
where the Government administers the
program even though there is an option
that permits them to have an agent as-
sist with the administration?
Mr. JAVITS. I would say that it is a

partially private enterprise system and
a partially Government system. I would
say it is a mixed system.
Mr. CURTIS. If an individual fives

in an area where Blue Cross is not going
to act as the agent for the hospital or
for the beneficiary, what part of it would
be private enterprise?
Mr. JAVITS. That part which ac-

tually supplies the service to the indi-
vidual. It will be supplied in many cases
by hospitals or nursing homes or some
health" service agencies, which are pri-
vate enterprise.
Mr. CURTIS. The hospitals are not

Government-owned.
Mr. JAVITS. In the main, that is

true.

Mr. CURTIS. But the operation of
the plan otherwise is a Government sys-
tem of paid medicine.

Mr. JAVITS. Well, I cannot agree
with the Senator that this is a Govern-
ment system of medicine. I think a
fair description of it is that it is a sys-
tem of private enterprise and Govern-
ment. It is a mixed system of giving
medical care—it is not really medical
care—giving health care to those over
65. I cannot agree with the Senator. I
know he is an able questioner, and I
would like to go along with him, but I

am intellectually convinced that this is

not strictly a Government plan.

Mr. CURTIS. Turning to another
subject, does the Senator know what the
cost of a hospital bed runs to? Let us
say a hospital bed in a semiprivate ac-
commodation or in a ward.
Mr. JAVITS. There is great variance.

I would fix the cost at somewhere in the
$10 mark and as high as $35. It depends
on the place.

Mr. KERR. That is per day.

Mr. JAVITS. Yes. It depends on the
type of accommodation that is fur-
nished.



11942 CONGRESSIONAL RECORD— SENATE July 6

Mr. CURTIS. If the beneficiary finds

it necessary to go to a hospital and his

illness is such and the faculties are such
that he is placed in a bed which costs

not to exceed $10 a day and he stays 8

days in the hospital. How much of the
hospital bill will be paid by the plan?
Mr. JAVTTS. Nothing.
Mr. CURTIS. Very well. My next

question is, What is the average length

of stay in the hospital for an aged per-

son?
Mr. JAVITS. Our researches, when

we looked into the matter, showed that

last year in round figures it was 15 days.

I do not believe the figures are any dif-

ferent today. The Senator will not hold
me to a slight percentage, I am sure.

Mr. CURTIS. I cannot even hold the

Senator to that figure, because it is too

round. I believe it is much lower.

Mr. JAVITS. It is actually 14.7 days
average stay. I said 15.

Mr. CURTIS. For what class of peo-
ple?
Mr. JAVITS. Over 65.

Mr. CURTIS. Those figures vary from
the ones I have. I would be interested in

the source of the Senator's figures, be-
cause I believe we are all in danger of

having figures from my point of view
and from the Senator's point of view
which will not be complete.

Mr. JAVITS. I could not agree more
with the Senator from Nebraska. When
one draws upon one's recollection, it is

always dangerous. So I ask the Sena-
tor's leave to submit to the Senator, and
for the record, the precise figure and
the precise source. This is not the end
of the matter, so we can go into it again
at another time.
Mr. CURTIS. Does the Senator from

New York know what percentage of the
aged of the country now have some sort

of private health insurance or hospital

insurance?
Mr. JAVITS. I would not wish to say

about health.
Mr. CURTIS. I will confine it to hos-

pital insurance.
Mr. JAVITS. My understanding is

that some kind of health coverage ex-
tends to something like 7 million-plus
of persons over age 65. Again, the Sen-
ator is entitled to my source and to every
detail; but, again, I am giving the Sen-
ator my best recollection.

Mr. CURTIS. Seven million out of

how many million?
Mr. JAVITS. About 7 million out of

about 17,500,000.

Mr. CURTIS. Has that number in-

creased materially in the last 10 years?
Mr. JAVITS. I am sure it has in-

creased materially, because the whole
rate of increase in health coverage,
through various types of health plans, is

very great.

Mr. CURTIS. Does the Senator from
New York have any facts to indicate that
that increase will not be greater in the
next few years than it has been in the
past?
Mr. JAVITS. The Senator from New

York cannot give the Senator from Ne-
braska those facts, except to point out
that the rate of increase is slowed as a
certain rate of participation is reached.
But one of the main factors, which also

affects the 7 million, is the extent of

the coverage, which is one of the impor-
tant points which have been made in

these debates, which explains, in many
cases, perhaps even the majority of the
cases, the very limited nature of the
coverage. There is health coverage, but
it is quite limited in nature.
Mr. CURTIS. To what is it limited?
Mr. JAVITS. It varies with different

plans and different types of participa-
tion.

Mr. CURTIS. Does it include pre-
scriptions?
Mr. JAVITS. I could not say that to

the Senator generically. Could the
Senator tell me to what plan he refers?
Mr. CURTIS. I am talking about the

new plan.
Mr. JAVITS. I beg the Senator's

pardon. I understood the Senator to be
talking about the so-called voluntary
plan.
The plan of the bill does not include

prescriptions. It includes such medi-
cines as are provided in connection with
hospitalization, and there is a fair de-
gree of procedural formulas.
Mr. CURTIS. In other words, if there

is an aged individual who, in order to
sustain life, must have a prescription
filled once or twice a week, this program
would not provide for that?
Mr. JAVITS. I would not say that.

Mr. CURTIS. If he is not in a hospi-
tal?

Mr. JAVITS. If he is not in a hospi-
tal, that is a fact, except for one minor
difference. There is a certain amount
of outpatient diagnostic service pro-
vided in the bill, with a deductible
amount of $20.

Mr. CURTIS. That is a cheap way
of keeping the person out of the hospi-
tal.

Mr. JAVITS. Well, let us say that.

Mr. CURTIS. Suppose an aged per-
son had to report to his doctor's office

once a week. What would the Ander-
son proposal do for him?
Mr. JAVITS. Aside from the outpa-

tient service, to which I referred, the
Anderson proposal would not cover the
doctor's service.

Mr. CURTIS. Suppose such a person
called the family doctor, and the doctor
went to the home. Would such service

be covered under the Anderson pro-
posal?

Mr. JAVITS. No, it would not.

Mr. CURTIS. We are asked to inject

the Federal Government into a plan
under a universal tax which will provide
some benefits, and the proponents admit
that the benefits are rather small.

What is the Senator's estimate, or what
is the best figure the Senator can ob-
tain, concerning what a private carrier

would charge for all the protection
which is provided in the Anderson bill as

now written?

Mr. JAVITS. We have tried to get
various estimates on that subject for the
90 days of hospitalization with the $90
deductible. The best figure I can give

the Senator is this. Our research has
indicated wide diversities. Many com-
panies have much lower ratios of operat-
ings to premiums than do others.

We are told that the optimum ratio
was somewhere in the 80- to 85-percent
bracket. That is not even attained. The
best figure I can give the Senator is

that I calculate the cost to the Federal
Government of this type of coverage, on
a premium basis, as in the order of
magnitude of $100 a year. What a pri-
vate company would charge for that
service remains a question, because the
private companies have not been faced
with this issue. However, I think it is

fair to assume that Representative Bow
rather carefully did his utmost to ascer-
tain what insurance coverage would cost
in connection with the proposed Bow
plan.

It is rather significant to me that even
with a lifetime limitation of $5,000, on
the basis of $100 deductible, and $10,000
on the basis of $200 deductible, on the
whole his figures for a $125 premium
give, if anything, fewer benefits than
the benefits provided by the Anderson
plan. For example, because, again, we
want to have our figures correct, his

plan A—he has two alternatives in his
proposal—provides 90 days' hospitaliza-
tion, assuming a cost of $12 a day, which
I think is a pretty low cost assumption,
because apparently insurance com-
panies, generally speaking, prefer an
overall figure of $1,080 for all days of
confinement in a calendar year. They
give $120 for hospital ancillary charges,
including surgery and emergency treat-
ment; $6 a day for convalescent hospital
room and board charges; and $186 for

all such days of confinement in a year.

So they are talking about 31 days, and
they pay surgical charges—which the
Anderson plan does not—according to a
fee schedule with a $300 maximum for

any single operation.
I submit that those benefits are rather

materially lower than the Anderson
benefits. The insurance companies are
protected by a lifetime limitation, which
I have described. Nonetheless, appar-
ently the optimum figure which Repre-
sentative Bow was able to get is $125 a
year.

Mr. CURTIS. That includes surgery.
Mr. JAVITS. I know; I equated that

fact with the nursing home service and
the health service provided in the An-
derson bill. Therefore, what will be
provided by the Federal Government,
even on this actuarial cost basis, is very
much more for the money than what is

provided today. I am hoping for much
better things.

Mr. CURTIS. For whose money ?

Mr. JAVITS. For the individual
payer's money. The individual payer of

the social security tax will get more for

his money today than he would, gen-
erally speaking, in the insurance field.

Mr. CURTIS. When the Senator
speaks of "today," is he referring to the
young man of 25 years of age who. begins
to pay the bill?

Mr. JAVITS. No; I am talking about
the man who needs coverage at age 65.

Mr. CURTIS. He will get his service

free if he is already retired. That is

pretty cheap.

Mr. JAVITS. That is correct; it is

very cheap. But we are now talking
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about the impact on a man of average
age when he becomes 65 years of age.
Mr. ANDERSON. Mr. President, will

the Senator from New York yield at that
point?
Mr. JAVTTS. I yield.

Mr. ANDERSON. In connection with
the discussion about the length of stay

in a hospital, I ask unanimous consent

to have printed at this point in the
Record a table from the "Health Statis-

tics of the National Health Survey of the
United States, 1958-60." Table 12 shows
the average length of stay in days for

both sexes in different age groups. In

the age group 25 to 34, the average length
of stay is 6 days. In the age group above
65, the average length of stay is 14.9

days.

There being no objection, the table

was ordered to be printed in the Record,
as follows:

Table 12.

—

Average annual number of hospital days and average length of stay by sex, family income, and age: days for discharges from
short-slay hospitals, United States, 1958-60

[Data are based on household Interviews and refer to the living, civilian, nonlnstltutlonal population. The survey design and information on the reliability of the estimates
are given in appendix I. Definitions of terms are given In appendix II]

Family Income and age

All Incomes

All ages

Under 15....
15 to 24
25 to 34
35 to 44
45 to 64_
65 plus

Under $2,000

All ages

Under 15
16 to 24
25to34
36 to 44
45 to 64.
65 plus

$2,000 to $3,999

An ages

Under 15..

16 to 24
25 to 34
36 to 44
45 to 64
•Spins...

Average annual number of
hospital days In thousands

Both
sexes

166,935

20,560
18,322
22,954
24,074
48, 401
32,623

32,125

2,477
2,950
2,630
3,345
7,635
13,087

35,947

4,430
4,814
£.241
4,839
8,741
7,883

Male

77,018

11,353
6,881
7, 262
11,091
23,680
17, 762

16,345

1,328
1,085
986

1,944
3,948
7,053

18, 179

2,567
1,268
2,425
2,323
4,817
4,779

Female

89, 916

9,207
12,441
15,703
12,984
24, 721
14, 861

15,780

1, 149
1,865
1,644
1,401
3,687
6,034

17, 768

1,863
3,646
2,817
2,615
3,923
3, 104

Average length of stay
in days

Both
sexes

8.4

6.0
6.3
6.0
8.4
11.8
14.9

11.4

9.3
6.5
8.0
13.6
12.6
16.7

8.3

6. 2

4.8
6.9
9.4
10.9
16.0

Male

10.5

6.1
8.2
9.3
1L8
12.2
15.9

15.0

8.7
10.0
14. 5

23.4
15.0
17.0

1L1

6.4
6.9

12.9-

12.9
12.3
16.4

Female

7.2

5.8
4.6
6.2
6.7
11.5
14.0

9.1

10.3
4.4
6.3
8.6
10.6
14.5

6.6

6.9
4.3
5.0
7.5
9.6
13.2

Family income and age

$4,000 to $6,999

All ages...

Under 15
15 to 24
26 to 34.
35 to 44...
45 to 64....

65 plus

$7,000 plus

AH ages.

Under 15
16 to 24
25 to 34
35 to 44 .

45 to 64
65 plus

Unknown

All ages

Under 15

15 to 24
25 to 34
35 to 44
45 to 64 ,

65 plus

Average annual number of
hospital days In thousands

Both Male Female Both Male Female
sexes sexes

51,389 20,378 31, 010 7.4 8.3 6.9

8.245 4,847 3, 398 6.7 6.1 6.2
6,990 1,386 4,604 6.1 6.6 4.7
9,003 2,220 6,783 5.4 6.9 6.1
7,769 3,176 4,684 6.9 8.4 6.2
16,039 6,631 9,608 13.4 11.6 16.2
4,353 2,220 2,133 13.6 13.1 14.0

31,486 14,921 16,666 7.4 8.9 6.4

3,912 1,869 2,043 4.8 4.6 6.1
3,273 1,699 1,674 6.6 10.9 4.8
4,607 1,331 3,276 8.6 8.4 4.8
5,420 1,866 3,666 6.6 7.2 6.2
10,126 6,704 4,421 10.1 10.6 9.5
4,149 2,663 1,697 14.6 16.2 12.7

16,989 7,194 8,794 10.3 13.8 8.6

1,496 742 764 7.4 7.1 7.8
1,295 643 762 6.3 7.6 4.4
1,473 290 1, 183 6.9 7.1 6.7
2,712 1,783 928 18.0 44.6 8.4
6,862 2,680 3,183 121 14.9 10.4
3,160 1,156 1,993 14.3 13.4 15.0

Average length of stay
In days

Note.—Estimates of discharges are based on the exp<

Mr. CURTIS. Mr. President, may I
inquire if that is the average length of
stay of everyone who went to the hos-
pital, or is it the average based upon
all persons over age 65?
Mr. ANDERSON. It is the average

length of stay, in days, of persons who
went into the hospital.

Mr. CURTIS. Who went into a hos-
pital?

Mr. JAVTTS. It is based on discharges
per 100 persons.
Mr. CURTIS. But the average person

did not spend that many days in the
hospital.

Mr. JAVTTS. That is correct.

Mr. CURTIS. My last question is:

Can the Senator enumerate for me the
list of businesses in which the U.S. Gov-
ernment has engaged, in which the Fed-
eral Government operates more effi-

ciently and economically than does
private enterprise?
Mr. JAVTTS. Of course
Mr. CURTIS. I would not suggest

that the Senator start with the Senate
restaurant or the Post Office Depart-
ment.
Mr. JAVTTS. The Senator could start

with the protective services of the FBI;
I think that would be a fairly good
example.

ience of members of the sampled households who were all

Mr. CURTIS. But that is not a busi-
ness.

Mr. JAVTTS. I think there are in the
country a number of persons in that
business—Dougherty, the Burns organi-
zation, and a number of others.
Mr. CURTIS. The first inherent

power of the government is the police

power, to maintain order: and that is a
government power. It is not a private
business. But I mean the running of a
restaurant or construction or work on
force account or similar activities. I
should like to have a list of examples in
which the Government has excelled pri-

vate enterprise in terms of progress and
low cost.

Mr. JAVTTS. Mr. President, I do not
believe that a debater should ever be
drawn into arguing for a point which
he does hot maintain.
Mr. CURTIS. I thank the Senator for

his concession.
Mr. JAVTTS. I would point out to the

Senator from Nebraska that in 2 years I
have rather worn myself thin in bring-
ing into this plan the private enterprise
element, because I think in this respect
that mix might give us the most eco-
nomical and just plan we could possibly
get.

Mr. CURTIS. But when has a mix-

3 at the time of the family interview.

ture of private enterprise and socialism
ever worked?
Mr. JAVITS. Again the Senator from

Nebraska bases his question on a postu-
late which does not arise here. None of
us is talking about socialism. We are
talking about Government and private
enterprise, and that mix is working very
well, in the main—for example, in the
production of weapons systems; and,
somehow or other, we have been able to
work it effectively in war; and the other
day we passed, with practically no op-
position, a renegotiation statute which
provides for a mix of Government and
private enterprise. If we are to make
progress in the directions in which this
world must make progress and if we are
to carry on enormous works, of a size to-
day undreamed of, our business com-
munity will have to become more accus-
tomed, rather than less accustomed, to
this idea, because the alternative is all

government; and that I, myself, reject
with all the strength and force of my
being.
Mr. CURTIS. Does the Senator from

New York mean that a little bit of it is

good?
Mr. JAVTTS. No, I do not say that.

I say that in order to make progress and
in order to do the work which must be
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done, our private enterprise is learning;

and I think one of the things it is learn-

ing in connection with this field and in

connection with other fields is the ability

to work with Government.
Mr. CURTIS. I thank the Senator

from New York.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment of the Senator from Kentucky
[Mr. Morton].
Mr. KERR. Mr. President, will the

Senator from New York yield?

Mr. JAVITS. I yield.

Mr. KERR. I have been intrigued by
what the Senator has said about this be-

ing a mixture of private enterprise and
Government. Yesterday, in response to

questions by me, the Senator from New
York admitted that under both sections

of the Anderson-Javits amendment
which have to do with disbursing money
in paying for the benefits to be provided,

the Government would pay all the

money, and beneficiaries would not get

any more benefits under the program,
whether the Government paid for it di-

rectly or whether it was paid for by the

Government through intermediary, a pri-

vate enterprise; and the Senator from
New York admitted that if the payment
was made through a private enterprise,

through an intermediary, in addition to

paying for the benefits, the Government
would pay a fee to the intermediary, but
it would not be a program in which the

intermediary would be operating at a
profit insofar as the health or hospital

program itself was concerned. I believe

that is a fair statement of what the de-

bate yesterday disclosed.

Mr. JAVITS. Well, with all love and
affection, although it is alleged that I

said that, I do not believe that is a fair

statement of what I said. But I shall

wait for the Senator's question.

Mr. KERR. My question is this: To
what extent is private enterprise in-

volved, other than the extent I have just

now described?
Mr. JAVITS. I have pointed out that

the benefits which will accrue to the in-

dividual will include an opportunity for

him to purchase on a better basis than
he otherwise could, the additional cov-
erage he needs, if he wishes to have more
complete coverage than the Anderson
plan would give him.
Mr. KERR. Then the Senator from

New York would have to say that
through this program the intermediary
will get more money for the services pro-
vided by this bill than the cost of the
services or than the amount the inter-

mediary will pay to the hospital or to
the nursing home or to the health
service.

Mr. JAVITS. I would not have to say
that at all, because under the option
provision, which I gather is the one the
Senator from Oklahoma is talking

about

Mr. KERR. There are two options;

the Senator from New York said, yester-

day, that there are two options.

Mr. JAVITS. I am talking about the
option provided in section 1716.

Mr. KERR. Very well.

Mr. JAVITS. Under that, there will

be no private enterprise operation ex-

cept in addition to the basic guarantees
of the plan—for the reason that the one
giving the service cannot charge a pre-
mium for what is contained in the plan.
So unless a person furnished service
greater than that provided by the plan
in the Anderson bill, he would not
qualify as a person with whom such an
option could be exercised.

Mr. KERR. But the beneficiary would
not get any more from the Government,
by reason of having exercised the option,
than he would if he did not exercise it.

Mr. JAVITS. That is correct; he will

not get any more from the Government;
but he will get something from the com-
pany or the entity with which he exer-
cises the option, as payment for it.

Mr. KERR. If he pays for it?

Mr. JAVITS. Yes. And if he does
not, he will not.
Mr. KERR. Does any provision here

require that the beneficiary shall receive
more than what the intermediary is paid
for—more than he would get if the Gov-
ernment did not make the payment to

the intermediary?
Mr. JAVITS. The answer is "Yes."
Mr. KERR. I ask the Senator from

New York to show it to me.
Mr. JAVITS. Because no payment

may be charged by an intermediary for
the services the Government provides.
Mr. KERR. But that was not my

question. I asked whether any provi-
sion here states that the beneficiary will

get more for the money he pays to the
intermediary than the services provided
and paid for by the Government.
Mr. JAVITS. But the Senator is not

stating what the beneficiary is paying.
Mr. KERR. Does the Senator from

New York assume that any payment by
the beneficiary under this bill would
require the intermediary to give that
beneficiary more, if the payment were
made under the provisions of this bill,

than if the payment were made directly?
Mr. JAVITS. Of course. Suppose he

paid a premium of $250 a year. He
would get the services the Government
would provide; and, in addition, he
would get much more.
Mr. KERR. He would get $250 worth.
Mr. JAVITS. And much more, in ad-

dition, including probably surgical serv-
ices, medical services, and all kinds of
things.
Mr. KERR. But he would get only

what he paid the intermediary for, would
he not?
Mr. JAVITS. Certainly. Under any

insurance policy, one gets only what he
pays for.

Mr. KERR. Certainly, and that is

the position I am taking.
I ask the Senator from New York what

the beneficiary would get for his pay-
ment to the intermediary, under the pro-
visions of this bill, that he would not get
in the absence of this bill?

Mr. JAVITS. He would get the basic
service the bill provides, plus many other
things that he would not get if he bought
a straight policy under a $250 premium.
He would get more than he otherwise
would get today for a $250 premium, be-
cause the carrier could give him the serv-

ice the Government gives, plus many
other things, in addition. Therefore, he
would get a very much better deaL

Mr. KERR. But he would get only
as much of a better deal as he paid for
out of his own pocket, would he not?
Mr. JAVITS. But he would pay for

the actuarial risk; and that risk is very
much reduced when there is a provision
that the Government will make reim-
bursement for the cost.

Mr. KERR. Will the Senator read the
provision in the bill which requires the
intermediary to give the beneficiary more
for what the beneficiary pays than the
intermediary would give the beneficiary
if the deal were directly between the two
and were limited to the deal? Does the
Senator mean he would get the same
service twice if he paid for it and the
Government paid for it?

Mr. JAVITS. No; I do not mean that
at all.

Mr. KERR. He would get two bottles

of aspirin instead of one?
Mr. JAVITS. No. I mean when the

insurance carrier can charge the premi-
um for giving the service

Mr. KERR. Where is that provided
for?
Mr. JAVITS. I will get that language.

The Senator has broached this question
rather suddenly, he will admit.
Mr. KERR. I do not believe any Sen-

ator knows what is in section 1716 if the
Senator from New York does not know,
because he knows as much about the
language as any Senator does whose
name is on the bill.

Mr. MANSFIELD. Mr. President, will

the Senator yield?
Mr. JAVITS. I yield.

Mr. MANSFIELD. Are we discussing

the substitute offered by the Senator
from Kentucky, or the amendment
offered by the Senator from New Mexico?
Mr. KERR. I will answer the question

of the Senator from Montana, and say
the Senator from New York has been
discussing neither.
Mr. ANDERSON. Mr. President, if

the Senator will yield, may I ask the
Senator from New York if we may vote
on the pending amendment first, before
discussing the other amendment?
Mr. JAVITS. I shall be glad to with-

hold any further statement and take
up the matter again after the vote on
the pending amendment.
Mr. KERR. I have asked the Senator

from New York a question. I hope I

succeed in getting a more direct answer
than what I have received.

The Senator from New York said a
while ago that he was limiting his re-

marks to what the beneficiaries would
get under the bill today. Then the Sena-
tor made a statement, which I think I

understood, and if I did not, I hope the
Senator will correct me, "I am hoping
much better things for them in the
future."
Mr. JAVITS. No; I do not think that

is a fair characterization of what I said.

Mr. KERR. If the reporter who took
down the Senator's remarks is here, per-

haps he can read what the Senator said.

The reason why I asked the question

is that in 1960 the Senator from New
York made a statement, which appears
on page 15716 of the Record, as follows:

Mr. President, I think the hard nut of

the issue is, Do we wish to inaugurate in

the social security system what is, for all
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practical purposes, a health care scheme?
I would not say It Is exactly what the British
do, hut It la very much like It. * * *

We are now starting with the aged over
68, but once we have imbedded It so funda-
mentally into the responsibility of the Gov-
ernment in terms, at the very best, of a
Government insurance program, of course
it will develop, without any question.

That is what the Senator said in 1960.

What he said a while ago today is that
once we get written into the law what
he has offered in this bill in the way of

benefits for the beneficiaries, he hoped
very much better things for them in the
future.
In other words, as I understand the

Senator from New York, today he hopes
for things under this system in the fu-
ture which in 1960 he feared would be the
result.

Mr. JAVITS. No; I said no such
thing. I said no such thing in 1960, and
I have said no such thing now.
Mr. KERR. The Senator from Okla-

homa read what the Senator from New
York said in 1960.

Mr. JAVITS. I agree, as interpreted
by the Senator. If the Senator will

allow me to interpret what I said
Mr. KERR. The Senator said that in

1960.

Mr. JAVITS. The Senator from New
York reserves the right to explain what
he said in 1960, if the Senator from
Oklahoma will allow it.

Mr. KERR. I could not stop the Sen-
ator, and would not if I could, because
the more the Senator speaks, the deeper
he sinks into the mire of his own con-
tradictions.

Mr. JAVITS. If the Senator will al-

low for the contradictions of Senators,
which are famous
Mr. KERR. I hope the Senator will

speak for himself only in that regard.
Mr. JAVITS. The Senator from New

York wilL
In 1960 I was against the social secu-

rity method of financing, and I used
every argument at my command against
it.

If the Senator from Oklahoma win
let me have his attention, I would ap-
preciate it. Having made his point, I
think I would like to make mine.
In 1962, coupled with what I consider

to be an option method, a radical differ-

ence in the whole approach and thrust
of this bill, opening it to the cool, clean
air of the private enterprise system, I
have accepted the social security method
of financing for the reasons which I
have stated.

Among those reasons are that the
people want to pay for such medical in-
surance; that there is no other way of
getting a bill passed; that a medical care
bill is desirable; and that there are pre-
cautions, which we have gone over time
and again, which have overcome a good
many of the objections I had to the bill

originally.

I would be less than honest with my-
self, and less than honest with the people
whom I represent in the State of New
York, if, having come to that conclusion,
I did not act on it, which I have done.
I am not dismayed by remarks which I
made in I960, of which the Senator may
find more, which indicated the basis of

my conviction upon the previous occa-
sion in reference to the bill which I then
sponsored.

I would like to point out to the Sen-
ator that that bill provided for a system
of broad medical care for our older citi-

zens substantially as now exists in the
pending proposal. The only difference
between that bill and the Anderson bill

was in the method of financing.
Whether the Senator from Oklahoma

thinks so or not, the present Anderson
bill has been widely hailed as being a
real departture, in substantial terms,
from the previous King-Anderson bill,

on which we voted in 1960.

In answer to the substantive question
which the Senator asked me before, I

invite his attention to the provision of
section 1716, subsection (b), which
reads
Mr. KERR. From what page is the

Senator reading?
Mr. JAVITS. Page 45, lines 14

through 23:

An Individual may make an election under
subsection (a) with respect to the plan of
an eligible carrier only if he was covered
by a plan of such carrier (or an affiliate

thereof) , providing or paying for the costs

of inpatient hospital services, skilled nurs-
ing facility services, home health services,

and outpatient hospital diagnostic services
which are subject to no greater limitations
and deductibles than are provided in sec-

tion 1704, and providing or paying for the
costs of some additional health services,

continuously

—

And so on. I point out particularly the
words "some additional health services."

In short, whether we have expressed
it artistically or to the satisfaction of
the Senator from Oklahoma,—and if we
have not expressed it artistically, the
Senator from Oklahoma is perfectly free

to correct it—it is our desire and inten-
tion to make only those private plans
available which have an additional
quotient over and above the services pro-
vided by the Anderson bill

Mr. KERR. But for which the patient
himself pays.

Mr. JAVITS. He will pay a premium.
Mr. KERR. And having paid it, there

is nothing in the provision which pro-
vides that he will get more benefits than
if he had not paid for it.

Mr. JAVITS. That is correct.

Mr. CURTIS. Mr. President, will the
Senator yield?

Mr. JAVITS. I yield.

Mr. CURTIS. With reference to the
cost of the two plans, is it not a fact that
the social security tax paid by an in-
dividual is not an allowable deduction
from the income tax, but that a payment
for a private hospital and medical in-
surance premium for a person over 65
is a deductible item?

Mr. JAVITS. That is correct.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Kentucky
[Mr. Morton] in the nature of a substi-
tute for the amendment of the Senator
from New Mexico [Mr. Anderson].
The Morton amendment in the nature

of a substitute for the Anderson amend-
ment was rejected.

POSITION OF AMERICAN MEDICAL ASSOCIATION

Mr. ANDERSON. Mr. President, in
course of the past several months an in-
creasing number of doctors have voiced
support of proposals to provide health
care for the aged through social secu-
rity. They have taken a stand in direct
opposition to the spokesman of the
American MadiQal Association. I ask
unanimous consent that the following
letter to the editor from the El Paso
Times of June 20, 1962, be printed in the
Record. It is a fine statement by four
physicians who support the social se-
curity approach.
There being no objection, the letter

was ordered to be printed in the Record,
as follows:

[From the El Paso Times, June 20, 1962]

Speaking the Public Mind
Editor, El Paso Times:
At a time when careful and Intelligent

thought Is needed on the very real problem
of providing good medical care for our grow-
ing elderly population, It is most regrettable
that there is at present a paucity of such
thought by most segments of our population.
Pressure groups have loudly presented then-
propaganda In an effort to achieve their

objectives.
One such pressure group is the American

Medical Association, a group which wrongly
represents Itself as the spokesman for all

American physicians. By no means is this

the case. Many thoughtful physicians, while
endorsing wholeheartedly the AMA's pro-
grams of fighting health quackery and of

aiding In the maintenance of high standards
of medical education in this country, em-
phatically oppose the organization's ultra-
conservative political statements.

The AMA has recently, it seems to us, been
guilty of perpetrating in numerous periodi-

cals, and In pamphlets placed In physicians'
offices many half-truths and outright false-

hoods concerning the King-Anderson bill

and Its supporters. We are ashamed and
deeply disappointed that a group of men
Who like to consider themselves scientifically

oriented are capable of reasoning of a caliber

which would lead to failure of any freshman
philosophy examination and of sordid emo-
tionalism. Their publications accuse sup-
porters of the King-Anderson bill of desiring

to establish a National Health Service similar
to that of Great Britain and Insinuate in at
least one publication which we have seen
that perhaps there is a definite interest of

Moscow in the passage of this bill. They
have absurdly asserted that "the average in-

come of those over 65 is greater than for those
under 65." According to the New York
Times, a usually reliable source, "the median
annual income of families headed by per-
sons over 65 Is $2,897, as compared with
$5,905 for other families" (May 27, 1962, p.

2E). They assert that living costs for the
aged are lower, when we all know that groc-
ery stores, utility companies, clothing stores,

and landlords do not have special prices for

the aged, nor should they. They pretend
that medical expenses are no greater a threat
to an Individual over 65 than for a younger
Individual, ignoring common knowledge and
life insurance statistics and the fact that a
minority of these persons is gainfully em-
ployed. They speak of the King-Anderson
bill's "interference with the doctor-patient
relationship," when it pertains only to pay-
ment of hospital and nursing-home bills and
has no clause which interferes with the
patient's right to choose his own physician
or the physician's right to diagnose and
treat.

The Kerr-MUls bill covers those who qualify

for and are willing to accept welfare aid.

It does not adequately cover millions of aged
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citizens who are unable to afford prolonged
and expensive medical care. Nor Is It true
that all physicians will see welfare patients.

We have known of some who will not. We
do not believe that the plan to add medical
care to the social security system is unreas-
onable. The argument that this is a fore-

runner of frank socialism is not valid. The
same argument has been given against every
important piece of social welfare legislation

from social security to slum clearance and
is advanced by those who oppose any change
in the good old status quo.
We hope that physicians, social scientists,

and those entrusted with making the laws
of this land will join to work for better med-
ical care for all citizens, applying rational
and informed minds to this very complex
problem.

Max M. Kinkel, M.D.
Leonard M. Lipman, M.D.
John A. Paar, M.D.
Mark J. Yanover, M.D.

812th Medical Group, Walker Air Force
Base, N. Mex.

(Note;—The above are physicians cur-
rently stationed at Walker Air Force Base.
This letter is to be understood as expressing
solely the private opinion of its writers, and
in no way expresses the policy of the 812th
Medical Group or of the Medical Corps of

the U.S. Air Force.)

Mr. MANSFIELD. Mr. President, I

suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The Chief Cleric proceeded to call the
roll.

Mr. MANSFIELD. Mr. President, I

ask unanimous consent that the order
for the quorum call may be rescinded.
The PRESIDING OFFICER. Without

objection, it is so ordered.

PUBLIC WELFARE AMENDMENTS OF
1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.

Mr. ANDERSON. Mr. President, I

ask unanimous consent that the pend-
ing amendment be set aside in order
that the Senator from Illinois [Mr.
Douglas] may offer an amendment to
the bill.

The PRESIDING OFFICER. Is

there objection? The Chair hears none,
and it is so ordered.

Mr. DOUGLAS. Mr. President, on be-
half of myself and other Senators, I
send to the desk an amendment which
I ask to have stated.

The PRESIDING OFFICER. The
amendment of the Senator from Illinois

will be stated.

The Chief Clerk. The Senator from
Illinois [Mr. Douglas] (for himself, Mr.
Humphrey, Mr. Yarborough, Mr. Bur-
dick, Mr. Dodd, Mr. Fulbright, Mr.
Gruening, Mr. Holland, Mr. Jackson,
Mr. Long of Missouri, Mr. McCarthy, Mr.
Metcalf, Mr. Moss, Mr. Pell, and Mr.
Randolph) proposes an amendment to

the bill (H.R. 10606) to extend and im-
prove the public assistance and child wel-
fare services programs of the Social Se-
curity Act, and for other purposes, viz:

On page 78, line 13, strike out "and"
and insert in lieu thereof the follow-
ing: "except that, in making such de-
termination with respect to any indi-
vidual claiming old-age assistance, the
State agency may disregard not more
than $25 per month of earned income;
and"
On page 100, between lines 15 and 16,

insert the following:
certain earned income may be disregarded

in determining need for old-age assist-
ance

Sec. 156. Section 2(a) (10) (A) of the So-
cial Security Act (as amended by section
106(a)(1) of this Act) is further amended
by striking out the word 'and' at the end
thereof and adding in lieu of such word the
following: "except that, in making such de-
termination, the State agency may disregard
not more than $25 per month of earned in-
come; and".

On page 100, line 24, strike out "and
134" and insert in lieu thereof "134, and
156".

Amend the table of contents of the
bill so as to add, after the description
of the contents of section 155 of the
bill, the following:

Sec. 156. Certain earned income' may be
disregarded in determining need for old-
age assistance.

The PRESIDING OFFICER (Mr. Hart
in the chair) . The question is on agree-
ing to the amendment offered by the
Senator from Illinois for himself and
other Senators.
Mr. DOUGLAS. Mr. President, I ask

unanimous consent that the name of the
junior Senator from Wisconsin [Mr.
Proxmire] may be added to the amend-
ment.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
Mr. DOUGLAS. Mr. President, the

purpose of the amendment is to allow
those on old-age assistance to earn small
amounts of pin money by babysitting,
gardening, and other casual work with-
out being penalized. The amendment
would accomplish that objective by per-
mitting States to exempt from the de-
termination of an aged individual's need
for old-age assistance an amount of
earned income up to $25 a month. If

enacted, the amendment would take
effect beginning on July 1, 1963, which
is at the beginning of the next fiscal

year, and not during the current fiscal

year.
The present law provides that in de-

termining need under old-age assistance,

the entire income and resources of an
individual are to be taken into account.
What that means in practice is that

any amount an aged person earns is de-
ducted from the grant which has been
determined to represent his need.
For example, suppose an aged indi-

vidual is receiving a grant of $58 a

month, which is the nationwide average
excluding vendor medical payments.
The average cash grant is approximately
$58, and the medical assistance given
is the equivalent of approximately $14
a month. In April 1962, the average
money payment was $57.91 and the aver-
age medical payment was $14.33.

Mr. AIKEN. Mr. President, will the
Senator yield for a question?
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Mr. DOUGLAS. I yield.

Mr. AIKEN. Can the Senator inform
the Senate as to the maximum grant in

any State?
Mr. DOUGLAS. We have the figures.

For April, California had the highest

average money payment of $89.31. In-
cluding vendor medical - payments, the
California average was $101.60. In Con-
necticut, including medical payments,
the average was over $111. Of course,

in exceptional cases an individual

monthly payment can run over $500 in-

cluding medical payments.
Mr. AIKEN. I was wondering why the

Senator arrived at $25 as the amount
which could be earned over and above
the grant? Why not $35 or $40?
Mr. DOUGLAS. I tried to be very

conservative.
Mr. AIKEN. Possibly the Senator

thought that he was dealing with con-
servative people in offering his amend-
ment.
Mr. DOUGLAS. Yes ; extremely so.

Mr. AIKEN. Nevertheless, it seems to

me that $25 is little enough.
Mr. DOUGLAS. Mr. President, that

statement is very Interesting. When I

submitted an amendment in 1956, I in-

cluded in it the amount of $50 a month.
On a yea-and-nay vote in the Senate
the amendment was agreed to, but it was
lost in conference. This time I thought
I would be more modest.
Mr. AIKEN. The conservative in-

dividuals to whom I referred would not
have been the Senate anyway.
Mr. CURTIS. Mr. President, will the

distinguished Senator yield?

Mr. DOUGLAS, I am happy to yield.

Mr. CURTIS. Does the amendment
of the Senator from Illinois have the
support of the Department of Health,
Education, and Welfare?
Mr. DOUGLAS. I am not certain.

Mr. CURTIS. I should like to ask one
further question. At the present time
additional earnings on the part of a
recipient of old-age assistance are in the
same category as a gift or some assist-

ance from a relative. Is it not true that
if a recipient of old-age assistance were
drawing the average which was men-
tioned—$72—and it was learned that a
son, daughter, or some other relative by
some sacrifice was giving the recipient
an additional amount of $25, if that fact
were disclosed, the old-age assistance
would be reduced from $72?
Mr. DOUGLAS. The Senator is

correct.

Mr. CURTIS. But the amendment of
the Senator from Illinois would not take
care of that situation?
Mr. DOUGLAS. No. The amend-

ment merely provides for an amount up
to $25 of earned income. It would not
apply to gifts, but to earned income.
Mr. CURTIS. I thank the Senator.
Mr. AIKEN. Mr. President, will the

Senator yield for a further inquiry?
Mr. DOUGLAS. I yield.

Mr. AIKEN. How much unearned in-
come would a recipient be entitled to re-
tain with, we will say, an average old-age
assistance payment of $72 a month?
Mr. DOUGLAS. Unearned income

would be treated in the same way that
earned income would be treated, and

would automatically be deducted from
the cash allowance which otherwise
would be paid.
Mr. AIKEN. Can the Senator enlight-

en me as to how a person living on old-
age assistance can live on $72 a month
or even $97 a month?
Mr. DOUGLAS. The $72 is not neces-

sarily the total income of the individual.
Mr. AIKEN. That is what I thought.
Mr. DOUGLAS. The amount of old-

age assistance is the difference between
the needs of the aged man or woman
as determined generally by social work-
ers, on the one hand, minus the resources
of the aged man or woman.
Mr. AIKEN. I see.

Mr. DOUGLAS. The difference is the
amount of old-age assistance. On the
average $58 is approximately the cash
payment and $14 is the average medical
assistance.
Mr. AIKEN. I thank the Senator for

the explanation.
Mr. DOUGLAS. The difference be-

tween the needs of the aged man or
woman as determined by a social worker
and the resources found by such a social
worker represents the amount of the
individual's old-age assistance grant.
Suppose the aged person found that he
could obtain a small amount of healthful
and personally satisfying employment
doing gardening work during summer
months. If he earned $10 in 1 month,
the full amount of his earnings would
have to be reported and it would be sub-
tracted from the cash grant $58.
He would get $48 in old-age cash as-

sistance for that month. If he could
arrange for similar employment for con-
secutive months, this amount of regular
small earnings, though very small, would
be subtracted from his grant, so that his
determined regular payment would be
only $48 in cash.
Now, the disadvantages of such a pro-

vision are obvious. First, the old-age
assistance recipient is discouraged from
any useful paying work because, if he
follows the law and reports his income,
he will lose every dollar of it. And sec-
ond, if he does accept some regular in-
come for a few months and then loses it

or gives it up, he will experience, in many
cases, frustrating delays and difficulties

in getting a return of his full entitlement
under old-age assistance.

Thus, the old-age assistance recipient
is not only discouraged from seeking
casual and part-time employment but
he is actually penalized for doing so.

What could be further from the pur-
pose of our welfare programs than to
enforce idleness and total dependency on
the part of our older citizens by penaliz-
ing those who have insufficient resources
when they attempt to work to meet some
of their needs?

Moreover, I think we should take into
consideration the unfortunate effect
that this provision of the law has on the
self-respect and psychological well-be-
ing of the individual. The opoprtunity
to perform useful work for . pay is im-
portant both to the "inner man" and to
the individual in relation to his family
life. For the aged person living with
members of his family, and perhaps re-
lying on them in some degree, It is cer-

tainly helpful to family harmony if the
person able to do so is permitted to do
rewarding work.
This provision of the law is antiquated.

It stems from the depression days when
the community wanted to discourage as
many old people from working as possible
in order to open up jobs for younger
people.
But our employment problems are not

basically of this kind today. The me-
dian age of the old-age assistance recipi-
ents is 76.4 years. Of the 2'/4 million
old-age assistance recipients very few
will prevent younger persons from work-
ing by seeking casual employment yield-
ing $25 or le6S a month.
Except for the amount of the exemp-

tion—this amendment is identical with
the amendment which I offered in 1956
and which the Senate adopted by a roll-
call vote of 56 yeas to 34 nays. Pri-
marily because of the opposition of the
Eisenhower administration, the amend-
ment was lost in conference.

In 1958, I again offered a similar
amendment to the social security
amendments bill of that year, but in-
cluding the exemption of an amount of
earned income for ADC parents as well.
This amendment was strongly opposed
by the administration, and it failed to
pass on a division.

In the 1956 amendment passed by the
Senate, the exemption provided was $50.
At that time, the average total old-age
assistance payment was about $56. In
April of this year, the average total pay-
ment had gone up to $72.24, including
$14.33 of vendor medical payments.
Thus, there has been some increase and
under H.R. 10606 an additional small
increase would be permitted. Because
of this, but particularly because I would
like very much to have this principle em-
bodied in jny amendment become law, I

have submitted the amendment calling
for only a maximum exemption of $25.
Of course this increase from $56 to

$72 in the average payment is stated in
current dollars. In 1957-59 dollars, the
increase is only from about $60 to $68.65.
So this amendment calls for a very small
exemption.
The total cost of all this is somewhat

clouded because it is not certain how
many States will accept the provision.
It is not mandatory upon the States to
do $o. It is only permissive. If they
do so the Federal Government is ready
to meet its share of the cost. There will
be something of a windfall to the States
because it will make more aged persons
eligible for old-age assistance and Fed-
eral aid exceeds 50 percent of the cost on
the initial amounts paid. In some cases
a State may receive as the Federal Gov-
ernment's "matching" share as much as
5 or 10 times the amount actually paid
to the new old-age assistance recipient.

Mr. President, I ask that the Senate
adopt the amendment and thereby take
this very gentle and moderate step, to
show the 2*4 million recipients of old-
age assistance that we have not written
them off as having nothing to contribute
to our economy in a modest way or as
undeserving of a little earned pin money.
Mr. MONRONEY. Mr. President, will

the Senator yield?
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Mr. DOUGLAS. I yield.

Mr. MONRONEY. I compliment the
distinguished Senator for bringing the
amendment to the Senate, and following

up the fight he has made for many years
for an adequate opportunity for people
to earn a very limited amount in their

old age to supplement their old-age
assistance by meager earnings in doing
odd jobs, thus obtaining some income
that is necessary to provide a bare sub-
sistence standard of living.

I, too, have been working on this idea.

I have come into complete agreement
with the Senator as to the need and as

to the logic of offering these people—who
never would be able to qualify for social

security, and whose problems were in-

herited from the days when it was no
concern of the Federal Government or of

the States whether they were able to

exist or not—with an opportunity to pro-
vide themselves with this little income.

If my memory serves me correctly, we
are talking about a declining number of
people, as the Senator has said, who are
around 76 years of age. I am told that
today approximately two-thirds of the
aged population have social security
benefits for which they have paid and
to which they are entitled. They may
earn up to $1,200—I believe the figure

is—a year, or perhaps more under social

security.
Mr. DOUGLAS. One thousand three

hundred and fifty dollars.

Mr. MONRONEY. The correct figure

is $1,350. These people in most States
are denied even income from selling

chickens and eggs and the very meager
change that they might earn in supple-
mentary work.

I know that all the sociologists believe
that one of the best means of helping to
maintain respectability and the feeling
of being wanted in old age is an oppor-
tunity to earn a few dollars.

I agree with the Senator that the
earnings limitation is obsolete, because
today the problem in small towns, as in
large towns, is the problem of finding
people who will do part-time work, who
will babysit for parents who go out, as
well as finding people who will take care
of children of working mothers, and
widows who have only a pittance on
which to rely.

Mr. DOUGLAS. And people who will

cut the lawns and do a little gardening.
Mr. MONRONEY. And those who

will cut lawns. Consequently there is

this void in the labor supply. Young
men today want full-time jobs and sal-

aries of about $200, for a high school
graduate. Yet the aged citizens are
denied this opportunity to work even
though the need for work is there, such
as taking care of cars, parking cars,
pumping gasoline, working in a super-
market, and doing many other things
that can give a feeling of being needed,
and at the same time supplement income.
The national average monthly cash

benefit of old-age assistance people runs
to about $57 a month. Added to this is

about $14 in vendor payments for medi-
cal care. Therefore, if the national
average monthly cash benefit is in the
neighborhood of $57, a greater earning
allowance could logically be made.

Several of my colleagues in the Senate,
among them the distinguished Senator
from West Virginia [Mr. Randolph],
who is here, and the distinguished Sen-
ator from Vermont [Mr. Aiken] , who is

here, feel that since this does not add to
the money the Government pays out this
should be more liberal than the $25
figure. I know the Senator wishes it to
be more liberal. I believe that earnings
of $50 a month would be possible without
any serious impact upon the cost of the
program. By that I mean that most of
the people who retire today receive social
security. Persons who have been on the
rolls, subject to the means test, have been
on social security for years, because Con-
gress has expanded social security so
much.

'

The idea that a new class would be
opened by allowing persons to earn $50
a month or $25 a month is simply not
factual in the light of the situation that
exists today. Since this money comes
from earnings, it will not come out of
any money which will be appropriated.

I wish the Senator would go along with
the amendment I should like to propose
and to raise the amount to $50 a month.
Five or six dollars a week will not en-
courage these people to run the risk of
being cut off of the retirement rolls in
the States.

Mr. DOUGLAS. May I reply to the
Senator?
Mr. MONRONEY. Yes.
Mr. DOUGLAS. I am somewhat as-

tonished at my own moderation. I came
to the Chamber expecting to be torn limb
from limb for proposing $25. Now I find
the Senator from Oklahoma and the
Senator from Vermont, who are very
thrifty men, not upbraiding me, but
suggesting that I should double the fig-

ure. I am afraid the cost would be high.
Much as my heart beats with them, let

us be moderate about this proposal; let

us not go overboard. We should re-
member that this will make more per-
sons eligible and that the States will get
a windfall from the Federal payments.
The greater the exemption, the greater
the windfall. I am trying to combine
prudent thrift with humane generosity.

Mr. MONRONEY. I believe we are
being more than moderate when we
limit earnings to about $6 a week. In
other words, if a man has to take 2

days to mow his lawn, and he might get
$7.50, and he might have a regular cus-
tomer for whom he would tend a lawn
at $7.50, then 1 week he will have to
skip the job.

Mr. DOUGLAS. Why not have us
start at $25; and if that is not enough,
the amount can be increased later. Let
us not swamp the system to begin with.
Mr. MONRONEY. The Senator from

Illinois has been a pioneer in this field.

It was his leadership that helped to
establish this program twice in the
Senate. As he mentioned, today's dollar

is not the dollar of the days when he
first presented the $25 amendment.

Mr. DOUGLAS. There has been an
increase of 15 percent since 1957-59.
Mr. MONRONEY. Let us be reason-

able and start it where it will be worth
while for persons to have an earning
capacity and go out and try to help

themselves. I think it would be real
frugality to help those who help them-
selves.

Mr. AIKEN. Mr. President, will the
Senator from Illinois yield?
Mr. DOUGLAS. I yield to the Senator

from Vermont.
Mr. AIKEN. I should like to add my

voice to what has been said by the junior
Senator from Oklahoma.

I would not consider that permitting
an old-age recipient to earn up to $50
a month as being the acme of radicalism,
exactly, because I would not say that
$105 a month on which to live would
permit any of them to become spend-
thrift.

Mr. DOUGLAS. Could they not live

very handsomely on that in the little

villages in the State from which the
Senator from Vermont comes. Could
they not live handsomely in the Con-
necticut River Valley at Thetford or
Putney?
Mr. AIKEN. They could have at the

time I was born, but they could not
today. I have heard about going back
to the pre-McKinley days; but actually
the cost of living has been increasing in
Putney, Vt., Thetford, Vt., and other
places in Vermont.

I know the Senator from Illinois spent
much of his early life—shall we call

them formative years or informative
years?—in the State of Maine. I never
knew of anyone who came from the
State of Maine or the State of Vermont
to resist the opportunity to bargain.
While I would favor permitting an

old-age recipient to earn up to $50 a
month, that would not be taking it out
of anyone else, because he would, for the
most part, be doing much of the work
he would be doing anyway. It would be
just that much more money to be spent
in the community, and it would increase
business generally.

Mr. DOUGLAS. I believe thoroughly
in the principle, but I never thought I

would be reproached for not giving
enough.
Mr. AIKEN. Everyone has his con-

servative moments. I suppose the Sen-
ator from Illinois is entitled to his. But
if the Senator from Illinois, who was
raised in the habits of New England, is

unwilling to accept $50, what would he
accept?
Mr. DOUGLAS. Now we have reached

the point of bargaining on the Senate
floor.

Mr. KERR. Mr. President, will the
Senator from Illinois yield?

Mr. DOUGLAS. I yield to the senior
Senator from Oklahoma.
Mr. KERR. Has not the Senator

amended his amendment to the point
where it is permissive instead of manda-
tory?

Mr. DOUGLAS. That is correct; that
Is a still further concession.

Mr. KERR. If the $50, suggested by
the junior Senator from Oklahoma [Mr.
Monroney ], the Senator from Vermont
[Mr. Aiken], and the Senator from West
Virginia [Mr. Randolph] were accepted,
it would not be mandatory upon the
States.

Mr. DOUGLAS. That is correct.
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Mr. KERR. It would only provide
the authority to do that if they had the
money to carry their program with the
additional provision.

Mr. DOUGLAS. That is correct. But
the Federal payments would increase by
a greater ratio.

Mr. KERR. If a State could not go
above $25, it would not be compelled to

do so; but if it had the money which
would enable it to do so, it could pay as
much as $50 under the permissive pro-
vision.

Mr. DOUGLAS. Is the Senator from
Oklahoma arguing in favor of raising

the amount from $25 to $50?
Mr. KERR. I am.
Mr. DOUGLAS. My heart, is deeply

pleased; but my judgment is dubious.
Mr. RANDOLPH. Mr. President, will

the Senator from Illinois yield?

Mr. DOUGLAS. I yield to the Senator
from West Virginia.

Mr. RANDOLPH. Hot or cool, we all

seem to be warming to the subject. As
a cosponsor of the amendment which has
been offered by the astute Senator from
Illinois, whom we admire
Mr. DOUGLAS. I have never been

charged with being astute.

Mr. RANDOLPH. I did not charge the
Senator with being astute; I commend
him for it.

Mr. DOUGLAS. I have never been so
labeled.

Mr. RANDOLPH. It is my feeling, in
view of the lucid arguments presented by
both the junior Senator from Oklahoma
[Mr. Monroney] and the senior Senator
from Vermont [Mr. Aiken], that I not
attempt to present further reasons or
seek to reinforce points well made, but
rather that I should appeal to the Sena-
tor from Illinois to raise our figure. I

trust he will do so. I am in full agree-
ment with the desirability of having the
amendment provide for $50 rather than
$25. Of course, I would not oppose the
amendment for $25. I favor the prin-
ciple of this proposal, but I believe the
amount is too conservative as provided in
the amendment which I have cospon-
sored with other Senators, under the
leadership of the senior Senator from
Illinois. I sense there is a meeting of
minds and a harmony of heart on this
matter of equity to older persons who do
part-time work, and should be rewarded
rather than penalized for their initiative

and industry.
Mr. DOUGLAS. At times we can pass

measures by a bare majority. At other
times, I yearn for a consensus. Since the
proposal of $50 was opposed by the
Eisenhower administration both in 1956
and 1958, I was afraid I would run into
trouble from our friends on the other
side of the aisle, if I proposed that sum
again. Therefore, I thought I should be
more moderate and, therefore, could
then have the amendment adopted by a
stronger vote.

But now, when the revered and re-
spected Senator from Vermont [Mr.
Aiken] , who is one of the spiritual lead-
ers of the Republican Party, says he
would like to have the amendment pro-
vide for $50, it makes me feel that possi-
bly we might have success. But I wish
more of our Republican friends would

express themselves, so that I will not be
led down the primrose path to the ulti-

mate destruction of a good principle.

Mr. KERR. Mr. President, will the
Senator from Illinois yield?
Mr. DOUGLAS. I yield.

Mr. KERR. The Senator is aware of

the fact, is he not, that if this amount
is increased, it will still be necessary to

go to conference?
Mr. DOUGLAS. Yes.
Mr. KERR. If he makes the $50 max-

imum permissive, is he not in a better
position than he would be otherwise?
Mr. DOUGLAS. That all depends on

who would be the conferees. I have had
a bitter experience with the statement,
"We will take it to conference." Again
and again I have said that that is the
parliamentary equivalent of taking a
proposal into a secret chamber and cut-
ting its throat.
Mr. KERR. Is it not true that the po-

sition of the Eisenhower administration
was expressed to a mandatory provision,
not to a permissive one?
Mr. DOUGLAS. No; I think it was

permissive.
Mr. KERR. The Senator from Okla-

homa remembers it the other way.
Mr. MANSFIELD. Mr. President, will

the Senator from Illinois yield?
Mr. DOUGLAS. I yield to the Sena-

tor from Montana.
Mr. MANSFIELD. It is my under-

standing, so long as the question has
been raised, that the Department of
Health, Education, and Welfare is not
opposed to the amendment as offered by
the Senator from Illinois and a number
of other Senators. I feel fairly certain
that if a reasonable figure should be
reached, the Department would still not
be opposed to the amendment, which is

not mandatory, but leaves the payment
to the discretion of the States.
Mr. DOUGLAS. Even of a larger fig-

ure than this?
Mr. MANSFIELD. Even of a larger

figure.

Even for a larger figure.

Mr. DOUGLAS. Well, that is very re-
assuring. I may say to the senior Sena-
tor from Oklahoma that I hold in my
hand a press release which I issued in
1956, and it stated that my amendment
of 1956 was permissive, not mandatory.
Mr. KERR. And in what amount?
Mr. DOUGLAS. Fifty dollars a

month.
Mr. KERR. Has the Senator from

Illinois grown that much more conserva-
tive over these years?

Mr. DOUGLAS. O, I get more con-
servative every year. rLaughter.]

Mr. KERR. Then roll back the hand
of time, and lift the banner you held
aloft in your youth, that it may prevail.
[Laughter.]

Mr. DOUGLAS. Well, the Senator
from Oklahoma is a man mighty in valor
and in strength.

Mr. MONRONEY. Will the Senator
from Illinois accept the $50 amendment?
Mr. MANSFIELD. Mr. President, if

the Senator will yield, let me say, in
response to the question raised before
by the Senator from Oklahoma [Mr.
Monroney], that the Department of

Health, Education, and Welfare does not
oppose the amendment if it is optional.
Mr. MONRONEY. This is not only

optional ; when we talk about $50 in any
1 month, this will not automatically
guarantee that any of the thousands of

people on old age assistance will ever
reach $600 a year.

Mr. DOUGLAS. That is correct.

Mr. MONRONEY. But if one on So-
cial Security is allowed to have $1,350
of earnings, I do not think we are doing
a grave injustice if we provide here for

one-half of that amount of earned in-

come. It will not be a balanced level;

perhaps in the summertime it will be
more. Also I venture to say that the
total of earned income of the 25 or 33 V3
perecnt of those who may find employ-
ment will come closer to being $25, on
the average, for the 12-month period
than to being $50 a month.

This is optional for the States; but it

is also problematical as to who can work,
and, second, who can find the kind of

job that will fit.

Mr. DOUGLAS. If the Senator from
Oklahoma is prepared to offer an amend-
ment to strike out the $25 and substitute

$50, I will not object. In fact, secretly,

I will exult. But if this should defeat
the bill—if our friends on the other side

of the aisle and their allies on this side

of the aisle combined to defeat the bill

—

I would be unhappy.
Mr. MONRONEY. I would be very

unhappy, too; and if I felt that the
amendment would have that effect, I

would be the last on this floor, or the
next to the last, to offer this amendment.
Would the Senator from Illinois care

to join in sponsoring the $50 amend-
ment?
Mr. DOUGLAS. No. I think the Sen-

ator from Vermont [Mr. Aiken 1 , and
the senior Senator from Oklahoma I.Mr.
Kerr], and the Senator from West Vir-

ginia [Mr. Randolph] should join in

sponsoring the amendment; and I will

StCCGpt it

Mr. MONRONEY. But the amend-
ment of the Senator from Illinois is the
genesis of this amendment. I simply
proposed the amendment in order to ar-

rive at a better earning rate.

Let me say this applies to earned in-

come ; it has nothing to do with a person
who obtains his income from investments
or rent, and so forth.

Mr. DOUGLAS. That is correct.

Mr. MONRONEY. So it means he will

have to find this much additional work.

Mr. DOUGLAS. Does the Senator
from Oklahoma wish to offer the amend-
ment formally?

Mr. MONRONEY. I shall send the
amendment to the desk. It is the same
as the Senator's amendment, except
that

Mr. DOUGLAS. But I do not want the
amendment to be offered as a substitute

for mine. It would be better merely to

strike out the $25 and substitute
1

there-
for $50, would it not?

Mr. MONRONEY. Yes; that will be
the amendment.
Mr. AIKEN. Mr. President, will the

Senator from Illinois yield?

Mr. DOUGLAS. I yield.



11950 CONGRESSIONAL RECORD— SENATE July 6

Mr. AIKEN. I should like to add that
I will do the best I possibly can to keep
the 35 Members on this side of the aisle

from defeating the 64 Members on the
other side of the aisle. [Laughter.]
Mr. DOUGLAS. I thank the Senator

from Vermont. We frequently have to
deal not merely with the 35 over there
but also with their numerous and_ power-
ful allies on this side.

Mr. MONRONEY. Mr. President, I

ask to have the names of my colleague
[Mr. Kerr], the Senator from West Vir-
ginia [Mr. Randolph], and the Senator
from Vermont [Mr. Aiken] added as
sponsors of the amendment.
Mr. DOUGLAS. And if other Sena-

tors wish to "hit the sawdust trail," they
will be welcome. [Laughter.]

Mr. KERR. Mr. President, a par-
liamentary inquiry.
The PRESIDING OFFICER. The

Senator from Oklahoma will state it.

Mr. KERR. Has the amendment of-

fered by the Senator from Oklahoma
[Mr. Monroney], on behalf of himself,
myself, the Senator from Vermont [Mr.
Aiken], and the Senator from West Vir-
ginia [Mr. Randolph], been accepted?
Mr. DOUGLAS. Yes; I accept it.

Mr. KERR. Then the question is on
agreeing to the amendment offered by
the Senator from Illinois on behalf of
himself and other Senators, as amended
by the amendment submitted by the Sen-
ator from Oklahoma [Mr. Monroney],
on behalf of himself, the Senator from
Vermon [Mr. Aiken], the Senator from
West Virginia [Mr. Randolph], and the
senior Senator from Oklahoma [Mr.
Kerr].
The PRESIDING OFFICER. Does

the Senator from Illinois so modify his
amendment?
Mr. DOUGLAS. Yes; I do.

Mr. KERR. Then, Mr. President, I

ask that the amendment, as modified, be
ftcccptccl

The PRESIDING OFFICER. The
amendment of the Senator from Illinois

has been modified accordingly.
The question now is on agreeing to the

modified amendment of the Senator from
Illinois. [Putting the question.]
The amendment, as modified, was

agreed to.

Mr. DOUGLAS. Mr. President, never
in my wildest dreams did I think that
such an amendment as this would be ac-
cepted unanimously by the Senate.
[Laughter.]
Mr. KERR. Mr. President, if the Sen-

ator from Illinois is able to withstand a
further shock, I should like to have his
attention.
Mr. DOUGLAS. Yes.
Mr. KERR. Mr. President, I move

that the vote by which the amendment,
as modified, was agreed to be reconsid-
ered.

Mr. McNAMARA. Mr. President, I

move to lay on the table the motion to

reconsider.
The motion to lay on the table was

agreed to.
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PUBLIC WELFARE AMENDMENTS OP
1962—AMENDMENTS

Mr. SALTONSTALL. Mr. President,
on behalf of Senator Aiken, Senator
Scott, Senator Fong, Senator Boggs,
Senator Prouty, and myself, I submit
amendments to House bill 10606, to ex-
tend and improve public assistance and
child welfare services programs of the
Social Security Act, and for other pur-
poses, and ask that the amendments be
printed and lie on the table.

The PRESIDENT pro tempore. The
amendments will be received, printed,
and will he on the table.

Mr. BUSH submitted amendments, in
the nature of a substitute, intended to
be proposed by him to the amendments
designated 6-29-62—A, proposed by Mr.
Anderson <for himself and other Sena-
tors) to House bill 10606, supra, which
were ordered to lie on the table and to
be printed.
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result would be quite similar to the un-
satisfactory experience of England and
Canada. It would be certain to result in
much abused and costly programs. It

would be the beginning of the deteriora-
tion of our fine medical practice. No
country in the world can equal the high
standard of medicine practiced in the
United States under our present system.
The modified King-Anderson pro-

posal, which would place a heavy tax on
every person covered by social security to

pay hospital bills for millions of Amer-
icans who are financially able and will-

ing to pay their own, is only one of its

great weaknesses. The modified King-
Anderson proposal still would only take
care of a small part of the medical prob-
lems of people 65 years of age or over.

It would only pay for a part of the hospi-
talization costs. Any elderly person in

need of doctor's care, surgery, dental
work, drugs, eyeglasses, and many other
needs would still have to depend on their

present State programs of which the
Kerr-Mills Act is a part.

Mr. President, these are only a few of

the reasons why I shall vote against the
King-Anderson proposal. All during my
30 years in the State legislature and in
the Congress of the United States, I have
tried to help the elderly and voted for

many programs to give them much
needed and well-deserved assistance.

I have consistently voted for huge in-

creases in funds for cancer, heart, and
other forms of health research. This is

the type of program in which the Gov-
ernment can rightfully play a major role.

It can do a great amount of good with-
out being directly involved in the private

practice of medicine.
I recognize that there is great need

for more assistance to elderly people. I

believe this can be met within the frame-
work of our present programs which do
not and will not overturn our great pres-

ent system of medical practice.

PUBLIC WELFARE AMENDMENTS
OP 1962

Mr. YOUNG of North Dakota. Mr.
President, the pending modified King-
Anderson medical care proposal in the
form of an amendment to the public
welfare bill is a considerable improve-
ment over the first draft of this pro-
posal. It is still far from acceptable,
however. Putting the Federal Govern-
ment into the business of hospitalization

and other health insurance would be
taking the first step toward socialized

medicine. Inevitably, there would be
future steps to put the Government all

the way into the medical field. The end
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PUBLIC WELFARE AMENDMENTS OF
1962

Mr. HUMPHREY. Mr. President, I

ask the Chair to lay before the Senate
the unfinished business.
The PRESIDING OFFICER. Without

objection, the Chair lays before the Sen-
ate the unfinished business.

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
The PRESIDING OFFICER. The

amendment offered by the Senator from
New Mexico [Mr. Anderson] for himself
and other Senators is the question now
pending.
AN OUNCE op prevention: health benefits

THROUGH SOCIAL SECURITY

Mr. LONG of Missouri subsequently
said:

Mr. President, as one of the spokesmen
for the State with the second highest
proportion of older people in the Nation,
I am particularly concerned that we
move ahead without further delay to

provide health benefits through social

security. I believe that this is the only
constructive method of dealing with the
problem—the only way of applying the
principles of prevention to the financing
of health costs—the only way of being
sure that we will not have to face today's
problems all over again tomorrow.
In Missouri, 11.7 percent of our peo-

ple are aged 65 or older. This is a sig-

nificantly higher proportion than in the
Nation as a whole—9.2 per cent. Only
one State—Iowa—exceeds our percent-
age.

Proportionately, more of our older
people five in rural areas—38 percent as
compared to a national average of 30
percent.

The average income in our State is

slightly below the national average.

During the course of the six hearings
I held in Missouri last year for the Sen-
ate Special Committee on Aging, I had
an opportunity to delve behind these
State averages. My committee found
that in some of our Missouri communi-
ties, as many as one in every four or five

people have passed their 65th birthday

—

a proportion that cannot help but have
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a significant impact on the economy of
the community. We learned that in the
10 rural counties in the eastern Ozarks
section, nearly half of the farm house-
holds where the principal breadwinner
was 65 or older had family incomes of
less than $1,000 for the year; 82 percent
had incomes of less than $2,000. In
some of our counties, 7 out of every 10
aged people are still on old-age assist-

ance.
Missouri cannot adequately meet the

needs of its older population through the
public assistance approach. Because of
our more agricultural economy, our
working people were not covered by the
original Social Security Act to the same
extent as in the more industrialized

States. Much of this lag has been made
up through subsequent extensions of
coverage; more than three-fifths of our
people over 65 were receiving social secu-
rity benefits in mid-1961. But we still

have a relatively high proportion—22
percent—who are dependent on old-age
assistance for their basic maintenance
needs.
In Missouri, we are not now meeting

the standards we have set for basic re-
quirements for people on old-age assist-

ance—with "basic" defined to exclude
special needs such as medical care. Ac-
cording to a special study in the autumn
of 1960, we were falling short of meeting
these basic needs by $1.3 million monthly,
or nearly $16 million a year.

If we cannot meet even basic every-
day needs for persons already on old-
age assistance, how can we adequately
finance the medical care they need?
Currently, payments for medical care
made on behalf of old-age assistance
recipients average under $6 a month.
Obviously, this is a completely inade-
quate amount for a group of people of

very advanced age with heavy needs for
medical care.

And if we cannot fulfill our obligation
for people already on relief rolls, how
can my State move beyond this group
to finance medical care for other aged
persons?

This is the problem with which we are
now struggling in Missouri. Currently,
an interim committee on medical prob-
lems of the aged is exploring these ques-
tions with specific reference to imple-
mentation of the Kerr-Mills Act.

We have been unsuccessful thus far
in arriving at a solution "primarily be-
cause of the substantial cost involved
and not because of indifference or lack
of interest on the part of the members
of the general assembly." I quote from
the statement of our director of the di-

vision of welfare at our Kansas City
hearing.

I contend that we will not be able to
work out a sound program of financing
public assistance medical care—even
with the very substantial help offered by
the Federal Government in the form of
grants—unless and until we have a
basic program for financing health costs
through social insurance.

We need to emphasize the preventive
approach in the financing of health costs
just as we have emphasized the preven-
tion of dependency in our present social
security program.

In 1935, when this Nation established
a social security program, it chose as
its first line of defense against economic
dependency a social insurance program.
Through a system of compulsory old-
age insurance, workers began contribut-
ing to a fund out of which payments
would be made when they were no longer
working—thus assuring that most of
them would never reach a state of desti-
tution. This is the preventive approach,
the approach that seeks to prevent pov-
erty from arising instead of waiting to
deal with it after it has become a fact.

Wisely, the Nation also established a
second line of defense—a public assist-
ance program for those whose needs
were not met by the insurance program.
The numbers primarily dependent on
old-age assistance have decreased over
the years—but the numbers who need
assistance to supplement social security
benefits have increased. Of persons now
being added to the old-age assistance
rolls, about every other one is a social

security beneficiary, many of whom have
had to turn to public assistance because
of medical expenses.

Our experience over the years has
proved that the dual approach to eco-
nomic security in old age is sound. Why
can we not apply the same approach

—

the approach that has earned the wide
support of all our people—to the financ-
ing of medical costs?

To the extent possible, should we not
prevent the poverty which health costs
create among the aged rather than wait
for the poverty to occur and then pro-
vide help only to those who have already
exhausted their own resources? If we
withhold health benefits until people
have exhausted their resources, do we
not create further poverty and greater
need for basic assistance?

Our medical profession has long been
aware of the importance of prevention
in health care. Doctors have properly
emphasized the preventive aspects—the
necessity to innoculate against disease
instead of waiting to treat it—the fore-
sight and timely care that eliminates or
greatly reduces the acute emergency.

Why then do they resist the principle
of prevention when applied to the fi-

nancing of health costs? Why is the old
adage: "An ounce of prevention is worth
a pound of cure," not equally applicable
to the economics of medical care?
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PUBLIC WELFARE AMENDMENTS
OP 1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
Mr. ANDERSON. Mr. President, I

wish to place in the Record, without
taking any time to discuss them, some
editorial comments and articles dealing
with the subject now pending before
the Senate. I understand the Senator
from Florida is ready to address the
Senate.

First I wish to have printed in the
Record an article entitled "Medical Aid
in Britain," written by Seth S. King and
published in the New York Times of yes-
terday, Sunday, July 8.

I believe that this article, detailing
how the national health service plans
has worked out in Great Britain, would
be of some interest to Senators.

The author of the article points out
that 14 years after the birth of the medi-
cal plan in Great Britain, two unchal-
lengeable conclusions can be drawn. He
says:
The British people want It and would not

hear of any radical changes In what they
have. British doctors are still skeptical of
some of Its methods, hut 98 percent of them
participate voluntarily In some phase of the
national health service.

Mr. President, we are not trying to

advocate and we do not advocate the
British medical system in the United
States. I believe we are all opposed
to it. However, many things have been
said about our program, among them
that it will eventually lead to the sys-

tem now in effect in Great Britain,

which is always portrayed in the most
gloomy terms possible.

I ask unanimous consent that the
article by Mr. King be printed in the
Record at this point.

There being no objection, the article

was ordered to be printed in the Record,
as follows:

Medical Am m Britain—Despite Some
Criticism Prom Medical Profession the
National Health Service Has Become En-
trenched

(By Seth S. King)

London, July 7—Fourteen years ago this

week Britain's National Health Service came
into being, bringing with it womb-to-tomb
medical and dental care for everyone.
In the days since its inception it has had

its confusions and difficulties. It has been
praised and damned, with equal fervor, by
both doctor and patient.

But 14 years after its birth, two unchal-
lengeable conclusions can be drawn: The
British people want it and would not hear of
any radical changes in what they have;
British doctors are still skeptical of some of
its methods, but 98 percent of them par-
ticipate voluntarily In some phase of the Na-
tional Health Service.

Prom the system's beginning in Britain
there have been no rebellions by doctors such
as Saskatchewan is now experiencing.
Today, out of the 42,000 qualifying physi-

cians practicing or administering hospitals,
the British Medical Association estimates
that barely 500 are engaged exclusively in
private practice.

changes tried

This virtually universal acceptance does
not mean that the British medical profes-
sion has made no attempts to amend the sys-
tem the Labor government imposed on them
in 1948.
There have been constant efforts by the

medical societies to Improve the lot of the
doctor, and, in their opinion, to make the
service more attractive to the patient.
Some of these efforts have succeeded.

Others are still being pursued.
The National Health Service functions with

relative simplicity. A new patient begins by
getting from local authorities a list of doc-
tors practicing in his neighborhood. He
chooses one and presents himself at this doc-
tor's surgery (as his office is called) . He Is

given a small card to fill out and on it he
writes his name and address, his age, and
his national Insurance number. XS he Is a
nonresident foreigner, he does not need to
have a number.
He takes his turn in the usually crowded

waiting room. The doctor examines him and
prescribes a remedy. If he needs additional
treatment, such as surgery, physiotherapy,
special appliances, or whatever, he is referred
to one of the hospitals in the neighborhood.
There he is treated, or makes application to
be treated when his turn comes, by a resi-

dent specialist.

house calls

A National Hearth patient may ask his
doctor to make a house call on him. The
response to this is considered no more re-
luctant than for most general practitioners
In the United States.
For virtually all the medicine the patient

requires he pays a fee of 2 shillings (28
cents) for each prescription. If he needs
special- appliances, he may be asked to pay
part of the cost of these.
For all this the head of each family pays

10 shillings 7 pence ($1.48) a week. Three-
quarters of this goes to unemployment and
other relief and only one-quarter for the
National Health Service.

If he is not satisfied with his doctor, he
may change to another in his neighborhood.
The general practitioner in the National

Health Service is paid on the basis of a
capitation fee. He receives a set amount an-
nually for each patient who registers with
him, regardless of whether he treats that
patient once or daily. There are other added
fees paid to him for certain services. Rural
doctors get special allowances as compensa-
tion for the generally fewer patients they
treat.

An individual doctor may handle a maxi-
mum of 3,500 patients. The average city

general practitioner has about 2,000 patients
on his list. For this, plus his extras, he
earns about £2,425 ($6,790).
A specialist, beginning at the age of 34,

gets a base annual salary of £2,550 ($7,100).

As he grows older and becomes more skillful,

this may rise to £3,900 ($10,920). In addi-
tion, if he becomes an outstanding man in
his specialty, he will be given merit awards,
decided by the local medical board where he
practices. These may run as high as £4,000

($11,200) a year. So the handful of top
specialists may earn as much as £7,900

($22,120).

In addition, both specialist and general
practitioner may legally have as many private

patients as he chooses to handle. In the
case of the specialist, private patients are

referred to him by other doctors when these
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patients choose to get their jreatment in
the specialist's private clinic or nursing
home. Private patients come to general
practitioners during the hours when the
surgery is not maintained for National
Health patients.

Under these conditions, it is obvious that
the specialist has the best of both worlds,
with his fees for public patients guaranteed
through a government salary while he may
also be paid by as many private patients

as he attracts.
The general practitioner has less to cheer

about and it is here that the greatest dis-

content with the system is voiced.

GLORIFIED ATTENDANTS

With the rise of personal incomes in Brit-

ain, more people are indulging in the extra

attention they get as private patients, and
the incomes of many general practitioners

are rising.

For the patients themselves, there are cer-

tainly annoyances in the system. Britain is

shockingly short of hospital bed space. A
child who needs a tonsillectomy may "wait

under National Health, as long as 9 months
before his turn comes.

It is generally conceded that a general
practitioner often cannot give enough time
to routine examinations that might catch
some diseases earlier.

But the British public has embraced the
security that National Health gives them, and
they would not be without it. The poorest
dust-bin man has access to Britain's greatest
surgeons and her best hospital care and he
has no worry of how to pay for it.

"It's true that we may not get as much
personal attention and sympathy from a
doctor under the National Health as we
might in private systems," a British busi-
nessman explained not long ago. "But we
know we are going to get treatment when
we need it, and no matter how much we
need, we aren't going to mortgage our future
to pay for it."

The discontent of some British doctors
over the system is getting more attention of

late in the British press. A spirited debate is

going on over how many British doctors are
migrating and whether Britain is training
enough medical students.

DOCTORS LEAVING

Some private studies have produced claims
that as many as 600 doctors are leaving
Britain each year to work elsewhere. The
Government has challenged these assertions.

It argues that the National Health System
is actually increasing by 500 doctors a year
after retirements and deaths have been re-

placed.
It has been estimated in the last week that

about one-third of the doctors who are now
protesting so bitterly in Sasketachewan are
British doctors who migrated there because
they refused to practice under the National
Health Service.
But however an individual doctor or pa-

tient may feel about the National Health
scheme, there is no British politician bold
enough to attack it outright.
Even Enoch Powell, the current Minister

of Health, who is a paragon of modern Tory-
ism, took the trouble recently to point out
that the National Health Service has carried
the support of all major political parties in
Parliament and that therefore it could not
properly be called "socialized medicine."

Mr. ANDERSON. Mr. President, a
great deal of trouble is connected with
the Canadian situation, about which all

of us have read in the newspapers re-
cently. Many people are wondering
whether that kind of trouble will not also
arise here at home. It is a problem
which has arisen recently, but which was
never anticipated during the early dis-

cussion of the subject. It shows what

can take place when there is a struggle
on the part of doctors against the estab-
lishment of practices to take care of the
aged. I call attention, in this connec-
tion, to an editorial entitled "Doctors
Outside the Law," published in the Globe
an* Mail of Toronto of July 4, 1962. The
first paragraph reads:
The doctors of Saskatchewan have taken

action which is not open to any individual
or any group within a democracy. They
have deliberately decided to disobey a law
of that province, a law duly enacted by a
duly elected government of the people.

Further along in the editorial it

states

:

The doctors have not indulged In acts of
violence in Saskatchewan, but the passive re-
sistance they have instituted is the worst
form of violence that could be perpetrated
against the people of Saskatchewan.

I ask unanimous consent that this edi-
torial be printed in the Record at this
point.
There being no objection, the editorial

was ordered to be printed in the Record,
as follows:

Doctors Outside the Law
The doctors of Saskatchewan have taken

an action which is not open to any individual
or any group within a democracy. They
Jiave deliberately decided to disobey a law of
that Province, a law duly enacted by a duly
elected Government «of the people. They
have withdrawn their services from the peo-
ple of the Province, refusing to practice
medicine under the Government's Medical
Care Insurance Act.

Earlier in the week this newspaper con-
demned the International Brotherhood of
Teamsters and the Seafarers' International
Union of Canada for acts of violence and
intimidation outside the law. What applies
to truckers and to seamen applies equally
to doctors. None has the right to set him-
self above the law. That way can only lie

anarchy, and the destruction of our demo-
cratic way of life.

The doctors have not indulged in acts of
violence in Saskatchewan; but the passive
resistance they have instituted is the worst
form of violence that could be perpetrated
against the people of Saskatchewan. Except
for emergency staffs in 34 of the Province's
hospitals, they have left the sick and the
injured without medical care, they have ex-
posed those people to permanent disability

and death; and they admit that they have
done so in order to force the Government to
repeal the Medical Insurance Act.
Such action cannot be condoned in a law-

abiding community. The doctors disap-
proved of the act, and that was their priv-
ilege; but there are proper methods of reg-

istering disapproval of and seeking to change
the laws of a democracy, and these the doc-
tors have not employed.
The doctors of Saskatchewan could have

worked within the framework of our system
and sought to persuade the electorate to
throw the Government out at the next elec-

tion and replace it with one that would
repeal the act. Results of the recent Federal
election would indicate that in such a move
they might well have been successful. They
could have decided to remove themselves
from Saskatchewan and practice medicine
where such a law does not apply; in that
case there would have been a moral obliga-
tion upon them to give their patients suffi-

cient notice of such termination of service

to enable them to provide for alternative
medical care.

They did neither. They announced that
they would not practice medicine under the
law as it applied in Saskatchewan, and they

July 9

went on strike. Even legal strikes in services
essential to the welfare of the community
are today condemned; and earlier this year
the Ontario Legislature took legislative ac-
tion to prevent such a strike among em-
ployees of Ontario Hydro. How much more
to be condemned, therefore, is this illegal
strike.

Premier Woodrow Lloyd might have been
well advised to call the legislature into
session to deal with the situation. But the
doctors have already rejected a number of
Government compromises which removed
their chief expressed objections to the plan;
and it is apparent that their leaders, at
least, demand nothing less than total sur-
render by the Government. Those leaders,
supported, it must be suspected, by the
Canadian and American Medical Associations,
are fighting, not this particular medical in-
surance plan, but any form of government
health insurance anywhere on this conti-
nent. It is unlikely that the legislature,
any more than the Government, would have
found them prepared for compromise.
In the ugly and dangerous situation which

has developed, Dr. Allan Bailey, professor of
medicine at the University of Saskatchewan,
had words of reason on Monday for his
fellow physicians. He told them: "Strike
action, or its equivalent—withdrawal of serv-
ices—is in my opinion unethical and illegal
for a doctor." He said that, while he dis-
agreed with several features of the Medical
Insurance Act, he believed the impasse be-
tween the doctors and the Government could
be settled by reasonable men, and he pro-
posed that new negotiations and a media-
tion board be sought. In the meantime, he
urged that doctors continue to treat their
patients

:

"Surely if doctors are willing and cour-
ageous enough to refuse services to their
patients, then they have the courage to re-
fuse to fill out a specific form (required by
the insurance commission) . I cannot desert
my patients who are referred to me and I

urge doctors to work, and if they so desire,
work outside the act as I will do. * * *

Doctors, it is time for us to return to our
work as free persons bound neither by the
Government nor the Saskatchewan division
of the Canadian Medical Association."
What Dr. Bailey proposes is still technically

without the law; but it is a proposal for
temporary action by a reasonable man who
believes that agreement is possible and is

prepared to work toward it. It is to be hoped
that the rank and file of Saskatchewan doc-
tors will heed his advice, and end this mas-
sive and horrifying breach of the law by
which an honored profession strikes at the
democratic foundation of its country.

Mr. ANDERSON. Mr. President, I

also ask unanimous consent to have
printed in the Record at this point an
article entitled "Doom of Private Medi-
cine Seen in Doctor's' Strike," written
by Harry Nelson, medical editor of the
Los Angeles Times, and republished by
the Washington Post. It also deals with
the Saskatchewan situation.

There being no objection, the article

was ordered to be printed in the Record,
as follows:

No Turning Back Now

—

Doom op Private
Medicine Seen in Doctors' Strike

(By Harry Nelson)

One week ago today in Saskatchewan, Can-
ada, the private practice of medicine as we
have known it for hundreds of years on this

continent was dealt a blow from which it

will never recover.

For better or for worse, medical economics
will never again be the same.

The precedent has been set in Saskatche-
wan. And in spite of the opposition of organ-
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ized medicine, there will be no turning
back.
On July 1 the government of that prairie

Province became willing to assume the medi-
cal burdens of all its 900,000 residents. The
government Is having considerable diffi-

culty getting the program started, but it

is bound to win—if not this time, then
soon.

BASIC ISSUE ECONOMIC

It will win because the basic issue is an
economic one. People, even people with
money, don't like the high cost of medicine.
It's cheaper, or perhaps just easier, to use
taxes as a pay-as-you-go medium.
The doctors opposing the scheme, both in

Canada and in this country, say it will

deteriorate the quality of medicine.
Doctors opposing the scheme sincerely be-

lieve what they say. They are not saying
these things to frighten the public in de-
manding a repeal of the act.

Saskatchewan doctors, like most doctors in

the United States, are true individualists.

The imperfect 6tate of the art of medicine
has taught them to hold strong convictions
about medicine which carry over into eco-
nomic and political philosophies.
In the beginning there will be a period of

transition during which the quality of medi-
cine probably will suffer. It will suffer be-
cause the doctors who are economic indi-

vidualists will either cease practicing or pull
up stakes and head for greener pastures

—

freedom, they call it.

In Saskatchewan, for example, because
many of these individualists are the topflight
specialists, there will be a temporary deteri-
oration of the kind of medicine practiced.

FAILURE HELD SURE

But the doctors' strike is doomed to failure.

The government, foreseeing the exodus, long
ago began a recruitment drive in Great Brit-
ain. Already the replacements are arriving
in Regina and Saskatoon at the rate of four a
day. Others come from other Provinces in
Canada and even from the United States.
But all of Saskatchewan's doctors will not

leave, even when the truth that their fight

is fruitless finally sinks in. In fact, some
have already accepted the inevitable. There
are two good reasons why this is so.

First, the conviction that there is some-
thing wrong in receiving fees from a govern-
ment source is^not uniformly strong among
all doctors. This lack of conviction, if it

can be called that, is especially strong among
the country doctors of the predominantly
rural Province.
For most people, including doctors, the

prospect of having to sell office and house,
say goodbye to friends and patients and head
for the unknown is not pleasant. It is

especially unpleasant if the doctor realizes
he will soon face the same threat elsewhere.

It is far easier to stay and to hope that the
restrictions which inevitably will come from
the government will be bearable. And a doc-
tor's sincere concern for patients whom he
has known and cared for for years—and this
is especially true in rural areas where ties

are closer—makes the decision to stay easier.

But there is another reason and it is strict-
ly economic. As with doctors everywhere,
much of- the country practitioner's service is

done gratis. In Saskatchewan, however, a
doctor who cooperates with the government
plan will never again go unpaid. He will,

in fact, never again have to send a bill. He
will receive payment for every service he
performs. True, he may occasionally see the
medical necessity for a service not currently
covered. But all in all, he will make more
money than he has in the past.

It is this attraction, considering Canada's
higher economic standards, which is attract-
ing the doctors from Great Britain. The av-
erage income of a Saakatchewan doctor in
1959 was slightly over $18,000 a year. The
Saskatchewan government is promising im-

migratirlg physicians an income of $10,000.

Even this Is more than the average doctor
makes in England.
There is a less than even chance that the

Saaskatchewan doctors may temporarily win
their strike. This could happen if a spon-
taneous public uprising, triggered by ft death
or some kind of medically related tragedy,

were directed against the government In-
stead of the doctors. Then the party in pow-
er, the New Democratic Party (also called

the Cooperative Commonwealth Federation
or CCF), which is already in a precarious
political position, may be forced to back
down.
This party, an ultraliberal coalition of

farmers and labor unions, is gambling Its

future on the success of socialized medicine
in Saskatchewan.

THE PARTY LEADS

It can be said that the party actually Is

leading the people into socialism rather than
merely following the dictate of the people.

Most of the people of the Province want so-

cialized medicine, but their thinking is not
yet as far advanced as that of the NDP social

planners who are giving it to them.
it is possible that the public, incensed by

some medical calamity, may decide the gov-
ernment has gone too far too quickly and de-
mand an alteration.

But if this does happen, the effect will be
merely to delay socialized medicine. In the
Canadian political campaigns a few months
ago, every major party had a platform offer-

ing some type of socialized medicine.
Before leaving Regina 3 days ago, I had

dinner with three top Government officials.

"How long will it be before your medical
care insurance act is picked up by every
Province in Canada?" I asked.

"Five years," they said.

"How long before it seeps down into the
United States?"
"Ten years," they said, "and it will make

its first appearance in California."

Mr. ANDERSON. Mr. President, fi-

nally, I ask unanimous consent to have
printed in the Record at this point an
article entitled '^Embattled Canadians
View U.S. Medicare Plan as Modest,"
written by Allan Blanchard, a contribut-
ing writer, which appeared in the Sun-
day newspapers. In the article the writ-
er points out how very simple and rath-
er modest the program proposed by the
Anderson amendment could be.

There being no objection, the article

was ordered to be printed in the Record,
as follows:

Embattled Canadians View U.S. Medicare
Plan as Modest

(By Allan Blanchard)

Regina, Saskatchewan, July 7.—Medicare
in the United States, as it is proposed under
the pending Kennedy administration bill,

would hardly cause a ripple if suggested in
Saskatchewan, where doctors are engaged in

a pitched battle with the Provincial govern-
ment over compulsory government health in-
surance.
When the question is brought up here in

Regina, capital of the first Socialist Province,
or State, in North America, there is a quiet
chuckle, and a remark similar to this one
from a young government officer in the new-
ly constituted Saskatchewan medicare of-
fice:

"What's being proposed in the United
States is really a misuse of the word medi-
care as it applies here," he said. "Actually
the United States is far behind us in the
matter of government health insurance—or
maybe far ahead of us, depending on one's
political viewpoint."

The provisions contained in the King-An-
derson medicare bill now before the United

Senate have long been In effect here In one
form or another. And there has been no
great stir about them within the medical
profession here.

DIFFERENCE stressed

Basically, the UJ3. medicare plan Is an old-

age hospitalization program paid for partially

by the patients themselves through Increases

in the social security tax on wages. It pro-
vides limited hospital service (up to 90 days
in the hospital for each illness) and does not
include doctors' bills.

More than this was provided to all Sas-
katchewans as far back as 1947 when the
Provincial hospitalization plan was put into
effect. In fact, since 1967 almost all Cana-
dians are under Provincial hospitalization
plans much more far-reaching in benefits

than the Kennedy-sponsored bill would
provide.
Under the Provincial hospitalization In-

surance here, individuals pay a premium of

$24 a year, with a maximum of $48 set for

families. For this the patient, regardless of

age, receives unlimited hospital care, in-

cluding all drugs and services needed dur-
ing his stay.
How long the patient is able to stay in

the hospital is left solely to the judgment
of his doctor, with the government footing
the bill.

Last week as the medical care act which
is causing the present doctors' strike was put
into effect, the government also extended its

old hospitalization program to include all

diagnostic services (X-rays, laboratory work,
etc.) provided on an outpatient basis.

WIDE services

For persons incapable of paying the mini-
mum hospitalization premiums required by
the government, public welfare pays the
hospital bills.

Moreover,- for persons 70 years of age who
receive old-age assistance the government
has another plan in effect for several years,
under which the Saskatchewan Department
of Public Health Medical Division provides
50 percent of the cost of drugs, all basic
medical and surgical treatment, dentures,
hearing aids, eye glasses, wheel chairs and
prosthetics appliances.
Saskatchewan also has two major cancer

clinics, one here in Regina, the other in
Saskatoon which are operated by the gov-
ernment and which offer complete diagnostic
treatment service to cancer victims free of
charge. A doctor who suspects his patient
has cancer sends him to the clinic where a
staff of government physicians is supple-
mented by top specialists who work on a per
diem basis.

If the diagnosis happily proves to be in-
correct the patient Is charged a fee of $10
for the examination. If it turns out he has
cancer, all of his expenses for treatment of
the disease are picked up by the government.

All of these programs have been instituted
by the Provincial government without a doc-
tor's strike such as the one afflicting Sas-
katchewan now.

ABOUT 930,000 LNVOLVED
The controversial Saskatchewan Medical

Care Act passed last November is an attempt
by the Government to provide complete med-
ical insurance for all of the province's 930,-
000 citizens.

The Medicare Act, simply defined, will pay
the doctor bill. It has been drawn up in
such a way to dovetail into the other Gov-
ernment health programs in the province
so that there will be no overlapping of serv-
ices. The only things exempted by the act
are the cost of drugs, eye glasses and dental
work, except as it is needed in oral and facial
surgery.
The act is expected to put the two private

health insurance programs. Medical Serv-
ices, Inc., and Group Medical Services, out
of business. Already large withdrawals from
the two plans which are operated by doctors
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have been noted, especially as companies
began switching their group plans to the
Government medicare program as prescribed

by the new law.
Only two-thirds of Saskatchewan's citizens

were covered by medical Insurance before

the Medicare Act became effective. Now
health insurance is compulsory—everyone
must enroll in the plan under penalty of fine

for failure to do so.

The medical care insurance fund is col-

lected from the following sources

:

Twenty-eight percent from personal pre-
miums ranging from $12 annually from each
adult and not more than $24 a year from
each family.
Fifty percent from l l/2 percent sales tax

increase which brings the provincial sales tax
to 5 percent.
Twenty-two percent from corporation and

income tax increases.

The taxes went into effect the first of the
year, while the collection of premiums will

not begin until January 1963. Total needs
of the fund and its administration are ex-
pected to run about $22 million annually
in the beginning years. The Government
expects the cost will rise gradually in subse-
quent years.
The Government insurance will reimburse

the doctor at the same rate set up by the
two private plans—85 percent of the fee.

The schedule of fees, drawn up by the
Sakatchewan College of Physicians and Sur-
geons for use by the private plans remains
in effect..

BILLS TO GOVERNMENT
The plan as put into law initially made

it compulsory for doctors to practice under
the medicare program. The doctor was to
send his bills to the Government and in turn
he would be reimbursed once a month by
Government check. This has been one of
the key points in the doctor's protest against
the aCt. Before the strike began, Premier
Woodrow Lloyd's government gave an order
in council (an administrative order) allow-
ing the doctors to practice outside the act.

This meant that the doctor would bill

the patient. The patient would then bill

the Government which in turn would send
the patient a check for 85 percent of the fee
allowed in the schedule of fees.

The doctors turned this down on the basis
that the Medicare Act is a written statute
and that the order-in-council edict would
not be valid without an amendment of the
act by the legislature. The legislature does
not meet until next February.

Besides, the doctors said the modification
amounted to looking at the same horse from
a different end.
The main argument used by the doctors

against the act is a paragraph that gives the
eight-man Medical Care Commission the
right to make regulations "prescribing the
terms and conditions on which physicians
and other persons may provide insured serv-
ices to beneficiaries."
The doctors argue vehemently that this

provision gives the council dictatorial rights
over the practice of medicine in
Saskatchewan.

GOVERNMENT ADAMENT
The Government has not offered to amend

this provision, and it is doubtful that it

would solve anything if it did. The physi-
cians go through paragraph after paragraph
of the 30-page act and point to things they
feel infringe upon the right of a professional
man to mind his own business.

Unfortunately, the situation even before
the strike began had degenerated into a
matter of "principles" on both sides with
communication between opponents virtually
shut down and with neither giving the other
an indication of the terms that would be
acceptable for settlement.
The feeling in Canada is that the minute

points of argument over the Medicare Act
are not the meat of this strike, but instead

that this has become the battleground
against "socialized" medicine in North
America.

Depufcy Premier J. H. Brockelbank has
Intimated that the Government believes the
American Medical Association is hand in
hand with the Canadian Medical Association
in outlining strategy and providing support
for the striking doctors • of Saskatchewan.
He admits, however, that he has no evidence
of this.

In the meantime, the strike continues
without much change. No mediation is yet
planned although the Government and the
doctors represented by the College of Physi-
cians and Surgeons and the CMA each have
taken one step forward.
Today their positions amount to some-

thing' like this: "We will call a special ses-

sion of the legislature," says the Govern-
ment, "if you will call off the strike."
"And we will go back to work," reply the

doctors, "if you will suspend the Medicare
Act."

Mr. MANSFIELD. Mr. President,
what is the pending business?
The PRESIDING OFFICER. The

pending question is on agreeing to the
amendment of the Senator from New
Mexico [Mr. Anderson].
Mr. MANSFIELD. I should like to

ask the distinguished minority leader if

he is prepared to vote on the Anderson
substitute at this moment.
Mr. DIRKSEN. I am afraid not.
Mr. KERR. Mr. President, will the

Senator yield?
Mr. MANSFIELD. I yield.

Mr. KERR. Does the Senator mean
to vote without a quorum call?

Mr. MANSFIELD. We will have a
quorum call and then vote.
Mr. KERR. I thought the Senator

said he wanted to vote now.
Mr. MANSFIELD. Yes.
Mr. KERR. Without a quorum call

first?

Mr. MANSFIELD. If the Senator
will agree, we will have a quorum call

and vote immediately thereafter.
Mr. KERR. We could not agree to

that proposal.
Mr. MANSFIELD. Mr. President, I

propose that we vote on the Anderson
substitute at this time.
Mr. DIRKSEN. Mr. President, I sug-

gest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The Chief Clerk proceeded to call the
roll.

Mr. DIRKSEN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
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PUBLIC WELFARE AMENDMENTS
OF 1962

The Senate resumed the consideration
of the bill (HR. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes!
Mr. McGEE. Mr. President, I wish to

address myself for a few moments to the
Anderson amendments, which seek to
provide funds for medical care for senior
citizens through social security.

This proposal has generated across the
Nation one of the most active and acrim-
onious debates that has occurred in
many years. Unfortunately, the debate
has generated considerably more heat
than light. Too often those entering
the debate have obtained their mental
exercises by jumping to conclusions.
Therefore I should like to discuss a

few of the more obvious misconceptions
which it seems to me have obscured the
real issue. Io do so in the Jiope that we
may then reach the real issue, which is

whether we can devise an adequate plan
to help our elder citizens obtain neces-
sary medical care.

The first misconception is that most
of America's 17 million citizens in this
age group do not need help in financing
their medical bills. But obviously a ma-
jority of those in that group do need
such help. Although it is true that much
health care is provided free of charge
to those who need care for which they
cannot pay, public assistance agencies,
private charitable organizations, and
many physicians provide free services
only to the extent that they can with
the limited funds available. The sad
fact is that many elder citizens who are
sorely in need of medical care do not
obtain it, because they are too proud to

request charity.
Mr. CURTIS. Mr. President, will the

Senator from Wyoming yield for a ques-
tion?
Mr. McGEE. I am glad to yield for a

question.
Mr. CURTIS. What portion of the al-

most 17 million persons over 65 years of
age are able to pay their own hospital
bills or purchase insurance for that pur-
pose?
Mr. McGEE. I should say that a very

small fraction of the total can bear the
entire burden without making consider-
able sacrifices in their standard of liv-

ing which were not expected.
Mr. CURTIS. How many of the 17

million are able to buy hospital insurance
which would provide benefits equal to

those provided by the Anderson amend-
ment?
Mr. McGEE. I am advised by mem-

bers of the staff who are closer than I to
the statistics involved that the percent-
age is very small.
Mr. CURTIS. I am concerned about

the statistics, but I am also concerned
about the Senator's view. At what in-
come could a person 65 years of age af-
ford to buy his own hospital insurance?

Mr. McGEE. I think that question
calls for a generalization and a calcula-
tion which it would be difficult for an
elderly person to make, for the reason
that in connection with a long serious ill-
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ness such a person could easily spend
$100,000. Thus, it would be unjust to

set a hard-and-fast figure as the mini-
mum income necessary to enable an
elderly person to pay all his medical ex-

penses, and, in that connection, to avoid

any uncertainty as to those who would
stand the chance of having their funds
wiped out under such circumstances.

Mr. CURTIS. But the pending bill

gives no assurance against being wiped
out. The pending bill would not pay for

any drugs or medicines, or any surgical

treatment. My question is, at what in-

come can such a person well afford to

buy the hospitalization which would pro-

vide benefits equal to those called for

by the Anderson amendment?
Mr. McGEE. I think the question

should be reversed, for it is obvious that
any person over 65 years of age, who
does not now have the income he had
during his younger years, would lack

the funds necessary in order to meet his

medical expenses.
Mr. CURTIS. But suppose he then

has the highest income of his entire life.

Mr. McGEE. But that would be to

suppose the improbable.
Mr. CURTIS. Oh no; many people

make more money after age 65, for a few
years, than they do before that age ; and
under this proposal it is not necessary
that one retire.

Mr. McGEE. I dare say the Senator
from Nebraska would agree with me
that most persons over 65 years of age
do not make more money than they did
in their younger years. Some do, but
most do not; and that is the point which
is made in connection with the proposed
legislation.

Mr. CURTIS. But the Senator from
Wyoming overlooks the fact that more
people under 65 years of age are paying
for their homes and are sending their
children to college and are paying the
medical bills and the hospital bills for

a family of four, rather than a family of

two; and the Senator from Wyoming
cannot escape the fact that many persons
at age 65 have income and savings far
beyond what would be required in order
to pay for all the benefits which would
be provided by the bill.

So I should like to ask the distin-

guished Senator from Wyoming at what
level of income he believes such an elder
person could provide his own hospital
insurance sufficient to give him as many
benefits as those proposed to be provided
under this measure?
Mr. McGEE. Let me say that as a

U.S. Senator my salary is $22,500; and
I manage to keep even with my medical
bills, with a family of four children.
But if I were receiving less income, even
with fewer dependents, I would probably
find it a severe financial drain to pay
my medical bills.

I remind the Senator from Nebraska
that the retired income of most persons
who have been employed is but a pittance
in comparison with their earnings while
they were at the peak of their earning
capacity. The average is somewhere be-
tween $2,500 and $3,000 a year; and cer-
tainly that would not go very far if there
were large medical or hospital bills, even
when there are no college bills to be paid

or no payments to be made on homes,
but when such persons are merely trying
to keep body and soul together. I think
that is the real basis of the proposed leg-

islation.

Mr. CURTIS. My question is quite

simple; namely, At what income level

does the Senator from Wyoming think
a person 65 years of age should be able
to purchase his own hospital insurance?
Mr. McGEE. I should say that when

a person retires and is on the downgrade
from the peak of his earning capacity,
the pinch is on as regards his ability to
meet his hospitalization requirements.
Mr. CURTIS. Is not the Senator from

Wyoming aware that these hospital ben-
efits are not available to the retired, as
a class? If someone should avail himself
of the right to retire because of disability,

the bill as it now stands would not pro-
vide for any hospital payments. If a
woman should retire at age 62, she would
not be covered by the Anderson amend-
ment. If a; man should elect to take
reduced retirement payments and retire
at age 62—and most of them do so be-
cause of hdalth reasons—he would be
retired under the social security law,
and would not be covered by the Ander-
son amendment.
More than 1,200,000 are eligible to re-

tire, but have not done so. So the fail-

ure to retire does not provide a uniform
test in this case.
Mr. McGEE. Is the Senator from Ne-

braska suggesting that perhaps the bill

does not go far enough, and that the
need is more desperate?
Mr. CURTIS. No. I am trying to

find out at what level of income the
Senator from Wyoming thinks an indi-
vidual who has reached age 65 should
be able to pay for the cost of his own
hospital insurance.

Mrs. NEUBERGER. Mr. President,
will the Senator from Wyoming yield to
me?

Mr. McGEE. I yield to the Senator
from Oregon.

Mrs. NEUBERGER. I was especially
interested to hear the Senator from Ne-
braska say that most women who retire
at age 62 do so because of poor health.
M^. CURTIS. Mr. President, if the

Senator from Wyoming will yield again
to me, let me state that I said that was
the compelling reason for early retire-
ment for many men. The argument ad-
vanced in the committee report in con-
nection with the retirement of women
at age 62 is that, as a general rule, they
are a bit younger than their husbands;
but it is pointed out that men who retire
at age 62 do so, among other reasons,
because of declining health, and that
many do retire for that reason at that
age, although they are unable to qualify
for disability retirement benefits.

Mrs. NEUBERGER. I was question-
ing the statement that most women who
retire at that age do so because of de-
clining health. Such a statement does
not seem to be in accord with the facts.

I am a member of the President's Com-
mission on the Status of Women ; and in
that connection we find that most women
who retire do not do so because of de-
clining health, but in order to be able to
enjoy some of the waning years of life,

at a time when they are in very good
health. Of course, one of the reasons for
that is that medical science has greatly
increased the span of life. It is true
that many persons in that age group are
faced with catastrophic illness; but we
cannot make the generalized statement
that most women who retire at that age
do so because of failing health or bad
health.
Mr. CURTIS. Mr. President, will the

Senator from Wyoming be so kind as to

reply to my question?
Mr. McGEE. The Senator from Ne-

braska has asked what income is neces-
sary to enable these people to meet their
medical bills. I think one of the studies
referred to in the course of the debates
on this question showed that a couple
with an income of from $2,300 to $3,100
could expect that all of their income
would be used to pay rent and the other
items in connection with the ordinary
cost of living, and that there would be
no excess to be applied to unexpected
medical expenses.

It seems to me that, when we talk
about costs of medical care, the Senator
and I must think about the lower income
groups, and not the upper income
groups. v
Mr. CURTIS. The Senator is correct.
Mr. McGEE. It is to such groups that

this bill is directed. With an average
income of from $2,500 to $3,000, there
is not enough margin left for them to
pay for their medical costs. The num-
ber under $2,000 with no medical insur-
ance is about 33 percent of the total
number of the elderly.

Mr. CURTIS. If the Senator will

yield further, at what level of income
does the Senator think an aged person
is able to buy his own hospital insur-
ance?
Mr. McGEE. The Senator persists in

turning the questions around in inverse
order.

Mr. CURTIS. No.
Mr. McGEE. The fact remains that

a person is not able to buy it if he does
not have it now. I have mentioned that
a study of those over 67 shows that about
33 percent have no insurance at the
present time.
Mr. CURTIS. That is not because it

is not available; is it?

Mr. McGEE. It is because they can-
not afford it.

Mr. CURTIS. Who cannot afford it?

Mr. McGEE. The 33 percent who
make under $2,000, and I submit, also
those who make under $3,000.
Mr. CURTIS. Then those who make

over $3,000 can afford insurance?
Mr. McGEE. No; those are the fig-

ures which show
Mr? CURTIS. At what point does the

Senator believe they are able to pay for
insurance?
Mr. McGEE. I think it is ridiculous

to talk about a point at which they can
afford the insurance, because it is more
a question of whether they are eligible

for insurance. Many of these people
would not be eligible for any insurance
at any price.

Mr. CURTIS. Why?
Mr. McGEE. Perhaps, because of

phyical conditions of which they are not
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aware, they could not have any insur-

ance. There are 1 million diabetics

walking the streets who do not know
they have it; and if they should apply
for insurance and the discovery were
made, the insurance would not be avail-

able to them.
Mr. CURTIS. What would the An-

derson amendment do for them?
Mr. McGEE. The incidence of, dia-

betes is greater at a later age. Under
the bill, they would be eligible for insur-

ance regardless of their health condition.

Mr. GORE. Mr. President, will the
Senator yield?
Mr. McGEE. I yield to the Senator

from Tennessee.
Mr. GORE. Would not the questions

as to ability to purchase or pay for in-

surance, those who could pay the pre-

miums, and the point at which one could

or could not pay, apply with equal force

to the ability, or age, or other questions

relating to the feasibility of individuals

purchasing for themselves retirement in-

surance policies? In other words, would
not all these questions apply to the social

security program, in the same way they
would apply to hospitalization and medi-
cal care in connection with the social

security program?
Mr. McGEE. Indeed, they would.

The Senator from Tennessee is correct.

Mr. GORE. One important point

which seems to be overlooked by some
persons is that a mass program, with a
wide base and wide coverage, would not
only spread the risk, but would also

bring into the program the mass of the
people a large portion of whom would
not, through lack of initiative, decision,

ability, or otherwise, have hospitaliza-

tion and medical care insurance.
Mr. McGEE. The. Senator is abso-

lutely correct. We must bear in mind
the element of financial insecurity. This
was the element of fear that Franklin
Roosevelt often talked about years ago

—

the great uncertainty about whether, in

approaching old age, an individual

would be able to take care of his health
needs on his own responsibility.

It seems to me the key to this bill is

that, through the social security system,
an individual can, through his contribu-
tions, take care of his health needs in

his declining years.
We must remember that the incidence

of breaks in health and the need for hos-
pitalization multiply several times over
as one's years increase. We are trying
to face up to the hard fact that at the
very moment when people need health
care—except for the few wealthy friends
of the Senator from Nebraska—they
have the least ability to pay their own
medical costs, which become more in-
tensive and out of proportion to their
expected income.
For that reason, we must face this

problem not as a new hospital plan, not
as a new medical program for the Amer-
ican people, but as a way to permit an
individual, honorably and honestly, in
his own lifetime, to contribute to a fund
to pay for medical costs in his aging
years.

I suggest that the question of whether
senior citizens need medicare or not was
attested, sometimes in dramatic and

heart-rending fashion, in a series of
hearings held throughout the country
by the distinguished Senator from
Michigan. One has only to acquaint
himself with stories of people whom we
do not see here every day, people who
are not lobbying for special interests, to
realize the need for people to have a
chance to pay for medicare. The bill

would provide that opportunity.
Mr. GORE. Mr. President, will the

Senator yield?
Mr. McGEE. I yield.

Mr. GORE. I wonder if the Senator
has the statistics as to the number of

our citizens who are now covered under
the social security program with respect
to unemployment compensation and old
age and survivors' retirement.
Mr. McGEE. Let me check with the

staff. That is one of those statistics that
I do not carry in my head.

I am told by members of the staff that
it is 70 percent now and that, under the
pending legislation, the percentage would
inorease to about 85.

Mr. GORE. Is the Senator in a posi-
tion to hazard a guess or estimate as to
the proportion of this vast number of
our citizens who, without the social se-
curity program, would now have in effect
insurance policies for their retirement
and for unemployment insurance which
they would have purchased on their own
initiative.

Mr. McGEE. I would have to hazard
a guess. I hope it might be an educated
guess. It would be influenced largely
by the experience of the past 25 or 30
years. I think an "educated guess would
be that, without the social security sys-
tem, a very small minority would have
taken care of their possible medical costs
in their later years in advance.
Mr. GORE. That brings up the ques-

tion of whether it is advisable to have a
"compulsory" system, under social secu-
rity. I should like to inquire of the
Senator whether the social security pro-
gram is a compulsory program.
Mr. McGEE. The social security pro-

gram indeed is a compulsory program.
It was instituted, as Franklin Roosevelt
said, to help overcome the aura of fear
which seemed to be the central disease
undermining our Nation in the 1930's.
The social security program, when in-
stituted, did more than any other single
enactment to remove the great sense of
uncertainty and fear which plagued the
American people at that-time. As Presi-
dent Roosevelt said—I am sure the Sena-
tor from Tennessee knows this better
than I

—"We have nothing to fear but
fear itself." That fear was partly be-
cause of uncertainty as to what one
could do in respect to retirement in the
later years of life.

Mr. GORE. Is not the unemploy-
ment insurance program in effect in all

50 States a compulsory program?
Mr. McGEE. Indeed, the programs

are compulsory, under the State enact-
ments as well as under the Federal en-
actments.

Mr. GORE. Does the Senator know
of any program of the Federal Govern-
ment, or of a State government, which
levies a tax for its support and opera-
tion, which is not compulsory?

Mr. McGEE. I know of no such ex-
ample. A voluntary tax program, as the
Senator knows, might leave something
open with respect to desirable returns.
Mr. GORE. Then why do so many

people wish to condemn the program of
hospitalization and medical care through
the social security program because it

would compulsory?
Mr. McGEE. This I cannot under-

stand, except that there are vested in-
terest groups which always oppose this
kind of approach.

I well remember, that in my earlier

years, when some individuals were talk-
ing about private financing schemes for
paying the costs of medical care—one of
them was called White Cross, one of
them was called Blue Cross, and one be-
came Blue Shield—many people con-
demned them. Now some of the voices
which are being raised against the social

security approach for paying for the
proposed program are those which con-
demned the Blue Cross, as being a de-
vice which would be used to destroy the
initiative of private medicine, which
would set up a dictatorial regime for reg-
imentation of the medical fraternity.
Those same voices are today defending
Blue Cross as the greatest thing since
Adam and Eve.
That does not suggest that those per-

sons have demonstrated a great deal of
foresight, a great deal of vision, or a
great deal of straightforward recogni-
tion of the problem at hand. They have
been only against, without attempting
to address themselves to the problem.

If these same people think this prob-
lem will go away, if they think that
somehow we can sweep it under the desks
of Members of the Senate and dispose
of it, I say to them that something much
more extreme and all-inclusive will de-
scend upon us in years to come, and be-
fore very long, because the situation is

desperate enough and the problem is ex-
tensive enough so that the movement
will go in that direction.

Therefore, it is imperative in the in-
terests of private medicine, and impera-
tive in the interests of those who cry
"socialized medicine"—which is so much
"bunk" with respect to this bill—that we
take action now, to protect the dignity
of the individual citizen in respect to fi-

nancing his own medical costs, so that
it will not be necessary to adopt some
more extreme system in order to meet
the needs.
Mr. GORE. Does the Senator know

of any way by which the Government
could have a self-supporting, pay-as-
you-go, actuarily sound program of any
sort—whether it be for health insur-
ance, a retirement program, social se-
curity, unemployment compensation,
highway construction, or anything else-
except that it be based upon a require-
ment of a certain category of citizens
who would participate and make regu-
lar contributions thereto?

Mr. McGEE. There is no actuarily
sound alternative to this approach. The
Senator is correct in the import of the
question which he has asked. That is

why I cannot understand the attitude of
those who oppose the social security ap-
proach. Many of them are the same
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people who say that we ought to be
fiscally responsible, that we ought to pay
for what must be done for us. They are
the ones who would try to avoid doing
the same thing they preach, at least on
the floor of this body. They would not
meet the problem in terms of the deed,
which this would permit them to do,

through the financing of the measure
under social security.

Mrs. NEUBERGER. Mr. President,
will the Senator yield?

Mr. McGEE. I am glad to yield to the
distinguished junior Senator from Ore-
gon.
Mrs. NEUBERGER. I have been in-

terested in the colloquy between the
Senator from Tennessee and the Sena-
tor from Wyoming.

I had some experience with a pension
plan which was noncompulsory in its

terms. In Portland, Oreg., when I was a
schoolteacher, in the beginning of the
depression days, a pension plan was in-

augurated. At that time schoolteachers
were being paid approximately $125 a
month. A good many of the fine, retired

teachers were suffering.

The school board decided that it did
not wish to force anything on anybody,
so the retirement program was not a
compulsory one. Many teachers, espe-
cially those who were older, took the
position, "I have always planned for my
old age, and I have always been able to

save my money." Therefore, a percent-
age of the teachers did not go into the
Portland Teachers Retirement Associa-
tion.

Little did I know, in those days when
I joined the group, that I should be called

upon as a member of the Legislature of

the State of Oregon to help straighten
out those poor benighted souls.

Naturally, in order to make the re-

tirement fund work, it was necessary to

have a larger percentage of teachers in

the association. As time went on, we
who invested our money—and I must
admit we did not have much money to

invest—assumed the risk involved in

starting this program. It proved suc-
cessful.

What happened? A group of some-
what fewer than 100, I think, petitioned
the legislature for State help and city

help to make up the back payments. A
benevolent State, and all of us, forgave
them for not having the foresight to

join. We passed legislation to bring in

the group.
They came to me at the legislature

and said, "How foolish we were; but
also how foolish the district was not to

make this program compulsory, so that
everybody would participate equally."
One would think that by now we should

have enough experience and enough ex-
amples, as Senators have pointed out.

We have observed the history of the
Social Security Act. "Bugaboos" and
scare words should not continue to con-
front us. What is the value of history,

if it is not to teach us something? We
have had a good base of experience in

the history of the past, on which to build.

Mr. McGEE. To paraphrase a famous
historian, history repeats itself when
Senators fall for the same scare words
over and over again.

Mr. GORE. Mr. President, will the
Senator yield to me so that I may ask
the distinguished Senator from Oregon a
question?
Mr. McGEE. I am glad to yield.

Mr. GORE. As the distinguished Sen-
ator from Oregon knows, there is in
effect a very fine wildlife program, which
provides conservation, protection, care,
and enforcement of the rules during
hunting seasons. It is a self-supporting
program.

Mrs. NEUBERGER. The Senator is

correct.
Mr. GORE, Hunters buy duck stamps.

Is the duck stamp a compulsory stamp,
or is it not? Of course, the answer is

that it is compulsory to the extent that
if a person is caught duck hunting with-
out a duck stamp he is subject to the
penalty of law.

I should like to ask the distinguished
junior Senator from Oregon what per-
centage of duck hunters she thinks
would buy duck stamps for the privilege
of hunting ducks if they were not re-
quired by law.

Mrs. NEUBERGER. Of course they
would not buy any stamps, but the duck
hunters have a choice as to hunting
ducks. People who become sick have no
real choice as to whether they will die or
go to the hospital. They cannot control
the problem.
Mr. GORE. I deduce from the Sen-

ator's statement that the Senator does
not think it the height of wisdom to
make duck stamps compulsory and pay-
ments into a health and medical care
program voluntary.

Mrs. NEUBERGER. Those interested
in the duck stamp program know that
they will get protection, and that the
swamp areas will be maintained so that
they may hunt and pursue their inter-
ests. People who pay into a medical
fund of the kind of which we speak know
that they will get full value, just as the
duck hunter does.

Mr. McGEE. I thank the Senator
from Oregon for her comment. I thank
the Senator from Tennessee for the
additions he has made in our colloquy
on the question.

The point was raised a moment ago as
to the possibility that the elderly could
be helped along the road with assistance
from their families and their children.
I think it is a really important point
that we should bear in mind in our dis-
cussions on the 'bill. The suggestion has
already been advanced on the floor of
the Senate that young people who are
raising their families are buying homes.
They are preparing to send their chil-
dren through college. That involves a
considerable expense. It is a point that
many Senators fully appreciate. The
additional expense of having to care for
elder members of their clan would like-

wise impinge upon a successful financing
of family operations. Therefore, from
the point of view of young people—and
not alone from the point of view of the
anxiety of the elderly themselves—from
the point of view of the fiscal stability of
young couples starting out, it is impor-
tant that some kind of financing opera-
tion for medical costs for the elderly be
instituted.

I should like to turn from the first

suggestion I made; namely, that most of
the 17 million seniors need some kind
of assistance in their declining years in
view of the uncertainties of medical
costs, to a second suggestion that is often
made; namely, that the existing Kerr-
Mills bill offers adequate medical
benefits.

It has been incredible to me to observe
the number of members of the medical
profession who have suggested that that
bill would be sufficient to cover most
cases. As we well know, so far as the
Kerr-Mills bill is in operation now—and
I believe it is in operation in less than
half of the States—it limits medical as-
sistance to extreme instances in which
the individual can prove that he- is in-
capable of financing his medical "costs.

Under the law now on the books medical
services are available only to those who
can prove that they have failed economi-
cally in the pursuit of the fruits of life.

For example, as the present occupant of
the chair, the distinguished junior Sen-
ator from North Dakota [Mr. Burdick],
has reminded me, in the State that he
represents in part a mere handful of in-
dividuals are able to avail themselves of
assistance under the Kerr-Mills bill.

That situation does not address itself to
the broad base of medical need in the
age group with which we are concerned
under the proposed legislation.

Mrs. NEUBERGER. Mr. President,

will the Senator yield?

Mr. McGEE. I yield.

Mrs. NEUBERGER. Are not the pro-
visions of the Kerr-Mills bill close to

socialized medicine?
Mr. McGEE. Running the risk of

using inflammatory terms, it seems to
me that is very close to socialized medi-
cine. It provides a handout to those who
must have it if they can prove they are
bankrupt or poverty stricken and can-
not pay the necessary expense. It is

desperately close to socialized medicine.
For that reason I cannot understand

why the same individuals, almost in the
same breath, will condemn a measure
with a base of individual financing of his

own medical costs and approve another
method that is the opposite of what is

good enough for them.
Most of those who are opposed are

able to afford the kind of medical care
they need, through any private agency
they choose, but that is not so, as we
know, of the great masses of our people.

I turn to the third misconception that
is recklessly bandied about, which comes
down to the issue of socialism. We are
told that the social security approach to

the financing of care for the ill and the
aged under the King-Anderson bill would
be a step toward socialism and Govern-
ment control of medicine. That is per-
haps the most ridiculous and the most
obviously false argument that is being
used against the measure. In the litera-

ture that comes to me, in the letters that
have been organized and mailed to me,
in the solicitations that have been made
door to door in the communities in my
State by the doctors themselves, the
people have been advised, "Write your
Senator and tell him you do not want
socialized medicine."
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I say that is a complete falsehood. It

is the perpetuation of the evil of mis-
representation, and it has been coming
from the mouths of some of the fine

doctors in our land. We ought to deal
with those questions as prqblems that
face us rather than through name-
calling stunts designed only to confuse
and obfuscate the issue which we want
to resolve, we hope, with wisdom.

It is difficult to think of any new step
forward this country has taken in the
past 60 years that has not been con-
demned first as socialistic. I say that
in our system of democracy it is time
that we face an idea as an idea, and
address it to the problem at hand to see

if we can conquer the problem that
threatens to weaken the fiber of our
society. If we can do so, we had better
make that idea a part of our democratic
theme. That is precisely what has been
done.

For example, we recall the critical

years in the 1890's and at the turn of

the present century, when a program
was advanced for modernizing democ-
racy. The secret ballot was proposed.
The direct election of Senators was prq^.
posed. Monopoly controls and the postal
savings system of our country were pro-
posed. This whole package of sugges-
tions for improvements in our democratic
system was condemned everywhere
across the land as socialistic, as dan-
gerously un-American, and as unconsti-
tutional. Yet within 15 years the same
people that condemned those proposals
were writing them into the platforms
of their political parties and proposing
that on both sides of the political fence,

they be made a part of the law of the
land.

That again suggests the folly of try-

ing to destroy an idea with a name or
trying to destroy a proposal with a
slogan. It is imperative that we con-
sider the ideas advanced in terms of their

substantive quality and in terms of how
well they meet the problem at hand.

No one needs to remind Senators of

the frequency with which we heard the
cries of "socialism" in the 1930's. Social-
ism was the major indictment against
the inception of the social security sys-
tem Yet it is difficult to find a voice

ever raised on the floor of this body
proposing to roll back social security

or to repeal the social security law. If

it is socialism, why do not those who
oppose socialism get up their courage,
stand before their constituents, and ask
for the destruction of the social secu-
rity approach to the financing of the
problems of the people of our land?

One of the great steps forward that
our country took in the 1930's was to

disregard the scare word of "socialism"
and attack the great problem of fear
that people had about their own well-

being and their elder years. That pro-
gram—and it alone—preserved the deep
and strong roots of American capital

enterprise, or American free enterprise,

as some call it.

We need not think back very far to

recall that capital enterprise was "oh the
ropes" in 1929. The direction in which
our country was to go was very much
open to question. We did not know

whether it would go to the Communist
left or the Fascist right. We came closer

to going in one of those two directions

than some people in our country like to

remember.
Students of our country's history

should refresh their memories once
again, because not long ago we were on
the brink of abandoning the American
capitalistic private enterprise system be-
cause of the desperateness of the hom* in

the years 1929-32. The New Deal,
with its social security elements that
were condemned with all kinds of words,
provided the fiber of faith and confidence
in the American people to put us back
on the road once again in our capital
enterprise system. We found the agree-
able road. We found it without violence
and without the extremes of one of the
"isms" to the left or to the right. There-
fore I say we had better face the ques-
tion now or there will descend upon our
heads, as the problem worsens, a solu-
tion much worse, much more extreme
than even that dreamed of by the oral
opponents to the social security approach
to financing medical costs at the present
time.
Mrs. NEUBERGER. Mr. President,

will the Senator yield?
Mr. McGEE. I am glad to yield to the

Senator from Oregon.
Mrs. NEUBERGER. I know that the

Senator comes from a predominantly
rural State, similar to Oregon, which has
many small communities, and which at
one time had a great shortage of hos-
pitals. Does not the Senator believe
that some of the doctors who worry about
the pending bill bringing socialized medi-
cine are doctors who practice in what
might be called socialized hospitals?
Where would we be in Oregon and Wyo-
ming if we did not have Hill-Burton
funds with which to construct hospitals?
Mr. McGEE. That is different. That

is called incentive. That is incentive to
a more vigorous private practice of medi-
cine. We cannot call that socialism.

Mrs. NEUBERGER. The hospital, of
course, furnishes accommodations for the
doctors, but it does not interfere with
the patient-doctor relationship in any
way.
Mr. McGEE. It certainly does not.

The doctors live with it, and they have
found it successful. No one has ever
proposed that we turn that back.

Mrs. NEUBERGER. The bill would
help the patients pay hospital bills, nurs-
ing home charges, and bills for X-rays.
Mr. McGEE. I believe it would help

a doctor to collect his bill. People would
have help in paying their hospital bills,

and would have money left with which
to pay the doctor. We are reminded of
what some of these people said 20 years
ago about Blue Cross. That has been a
great success. Certain people, having
said what they did about Blue Cross,
are not experts to whom to turn for in-
sight and wisdom and farsightedness as
to how to meet the present problem.
My father-in-law was a country doc-

tor, a general practitioner. He knew
what it meant not be be paid. He knew
what it meant to get a couple of chickens
in payment for a house call. He knew
what it meant to get a shank of meat in
payment for a simple operation.

Those days are gone. In America we
have in effect moved to towns, to areas
in which distances have been reduced.
Our people are no longer in the position
of bartering. It means paying or not
getting a service. Of course, we are not
now talking about paupers. We are
talking about honorable Americans who
would like honorably to meet their fi-

nancial obligations in their retiring

years.
For that reason it seems to me that we

ought to stop talking in terms of hokum
about socialized medicine, and about
Government control and Government
medicine. We are trying to make it pos-
sible for an individual American to hold
up his head, knowing that he has a
chance to enjoy retirement out of a re-
tirement reserve, without that reserve
being eroded by the severity of a lengthy
stay in a hospital.

Mr. LONG of Louisiana. Mr. Presi-
dent, will the Senator yield?

Mr. McGEE. I yield to the distin-

guished Senator from Louisiana.

Mr. LONG of Louisiana. Does the
Senator believe that if the program he is

advocating is started, of using the so-
cial security system to provide for medi-
cal care for those who are well able to

pay their own bill—I realize that at the
moment it does not cover doctors' bills,

but only hospital bills—it will be ex-
tended to other fields, and applied to the
disabled, and various other individuals?
Does he not believe that it will be ex-
tended to other people, and eventually
will cover everyone's hospital and doctor
bills?

Mr. McGEE. Various approaches
would have to be evaluated in trying to
cover medical costs. I speak of medical
costs ip the broad sense. At this stage,
medical costs are extremely severe—both
doctor and hospital costs—but I confine
myself to meeting the cost factor, not
how benefits are to be received or how
the program is to be administered.

Mr. LONG of Louisiana. Has the
Senator any idea that if we start this
program it will not be extended to cover
others, perhaps the disabled, and then
the blind? Does not the Senator believe
that the majority of those who support
the present proposal will eventually seek
to extend the plan to all hospital costs
and all doctor costs? Has the Senator
any doubt that that would probably
be the end result?

Mr. McGEE. I hesitate to say that
that would be the probable end result.
Each of these steps ought to be con-
sidered as a social question which is a
part of the economic scene. Some of the
elderly groups are already assisted by
various kinds of programs. Therefore,
the question of extending this partic-
ular approach to the blind and various
other groups of disabled would not be
a very real one, because of the existing
programs. What the Senator is get-
ting at, apparently, is that trying to
finance the medical costs of the elderly
would be only the beginning of a much
more extensive and more encompassing
program. I believe we must address our-
selves to the problem at hand, rather
than to a problem that may exist 10 years
from now.
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Mr. LONG of Louisiana. I asked the

Senator that question because I am one

of those who made the fight at the time

social security benefits were extended to

those who were disabled, starting at age

50. There was no doubt in my mind
that in the end, if we won that victory,

to start the benefits at age 50, we would
later seek to take care of disabled per-

sons of any age. We are doing that

now. The day we adopted the amend-
ment referred to, I started planning

another amendment, to be the first to

start with such a proposal, to extend

the social security benefits to those who
are disabled below age 50. In fighting

for it I felt I was fighting for the be-

ginning of a program that would be ex-

tended. I am frank to say that if I were

to support the Senator's position I would
feel that in fighting for it I would be ac-

cepting the responsibility for feeling

that I was fighting for the beginning of

a principle that would be extended to all

medical costs. I wonder whether the

Senator would agree with that state-

ment?
Mr. McGEE. What I am trying to

suggest to the distinguished Senator is

that I do not believe we ought to under-

take to bring new issues into this ques-

tion now. There has been enough of a

tangent issue brought in to confuse a
great many people back home. If we
were to follow the Senator's course we
would trigger different kinds of re-

sponses. I believe we must keep focused

on the one idea of trying to bring about

the financing of medical costs in this

category with respect to elderly citizens,

and do that successfully, in order to re-

solve the problem in the most expeditious

manner possible.

Mr. LONG of Louisiana. Some of

those who have supported this position

came to me early in the history of the

proposal and suggested that I should be

the one to offer this proposal. This hap-
pened many years ago. I did not agree

with them. I am frank to say that it

was their view then that this would be
the beginning of a program that would
be extended to other areas. I believe

the best argument for the program can
be made by applying it to the aged, and
that the argument becomes weaker as

one tries to apply it to other groups. I

am frankly content to debate it on the

basis that it is not a good thing to do
so far as the present issue is concerned.
However, if we vote for it, we ought to

recognize what we are in for eventually

in other fields.

Mr. McGEE. Any other field would
have to be another subject for legisla-

tion. It would have to be weighed on its

merits, irrespective of what we do or do
not do in this session of Congress on the
pending question. Therefore I believe

it would be an unrealistic approach to

pose the hypothesis the Senator has put
as to what the next step might be.

Mr. LONG of Louisiana. I believe

that I have been as strong a welfare
supporter as any other Senator. Many
times I fought for increases in payments
and additional benefits to persons who
through no fault of their own were un-
able to provide such benefits and pay-
ments for themselves.

For the most part what the amend-
ment does initially is to tax the young
people to pay the costs of medical ex-

penses for others, whether they be mil-

lionaires or people with substantial re-

sources, or at some other level of eco-

nomic life.

That is somewhat in conflict with my
theory that people ought to be taxed to

pay for the medical care of other people
only if they are unable to pay for the
care themselves. I am willing to sup-
port the principle of paying taxes to pay
the medical bills of persons who cannot
pay the bills themselves. I would in-

clude more than the medical cost. I

would include the doctor's bill, the cost

of outpatient care, and anything else

which might be necessary. But when
you propose to extend a tax bill to pay
the medical costs of people who are well

able to pay their own medical bills

—

some of them being millionaires—I find

it difficult to support such a proposal.

Mr. McGEE. I am really more con-
cerned about the tens of millions of peo-
ple who are not in the millionaire class,

whose earnings are not the earnings of

millionaires, but who are already plagued
with this problem. I would rather let

the experience of the operation deter-
mine what should happen later, after we
have started to cover these people. We
can then determine whether there should
be any modification, to make certain
that we are not doubling back on the
millionaires. Even so, millionaires will

still pay for their costs, whether they can
finance them themselves or not. Such
a program would not cost the Govern-
ment anything. The millionaires would
be paying for their costs in their con-
tributions.

Mr. LONG of Louisiana. They may
have been retired and living on retire-

ment income. They would not be taxed
on social security in that event, but they
would still be drawing social security

benefits.

Mr. McGEE. The uncertainty at age
25 or 30, when a young couple are start-

ing out in life, as to who is going to be a
millionaire at age 65 is probably a rea-
sonable question to put. We are trying
to act at a time when the cost is low,

so that we can build up the program to
the point where it is actuarially sound,
over a long period of years; and to
finance the cost, considering the risk cir-

cumstances, in such a manner that it

would be possible to pay the medical costs

of some of those people 30 years later.

Mr. LONG of Louisiana. If this pro-
gram becomes effective, the Government
will be paying for a greater amount of
medical treatment than the people would
buy for themselves, even if they had all

the money of Midas with which to pay
for it. In Louisiana, the experience in
State medicine has been that the aver-
age patient in a State hospital would stay
50 percent longer than he would stay in

a private hospital. A problem in a State
hospital is persuading a patient to leave
the hospital as soon as he is sufficiently

well enough to go home. For instance,
maternity cases stay much longer in a
State hospital than they would in a pri-

vate hospital, where they would pay their
own expenses. So, too, all other cases.

One of my own relatives, who required
all the influence we could muster to put
him into a veterans' hospital, felt like

staying on indefinitely, because he en-
joyed it so much. If he had been paying
for his hospitalization himself, he would
have been eager to get out at the earliest
possible moment. But when he found it

pleasant, with all sorts of facilities

available, and good treatment, his desire
was to remain in the hospital for a while
longer.

That has been the history in Louisiana
when the State pays for the hospitaliza-
tion. My guess is that that would be the
history under the proposed legislation.

My guess is that the same is true of vet-
erans' hospitals.

Mr. McGEE. I have been in hospi-
tals a number of times. I do riot enjoy
it; my desire is always to be discharged
as soon as possible. But the decision as
to whether I should remain in the hos-
pital was not mine; it was made by the
doctor.

If we have a medical profession of in-
tegrity, such a decision is made by the
medical profession, not by the whims
of a family or by anybody else. It is a
medical decision. I trust the Senator
from Louisiana does not believe that this

kind of decision ought to be injected into
the program envisaged by the Anderson
amendment.
Mr. LONG of Louisiana. In Louisiana,

the average stay of a patient in a State
hospital is 50 percent longer than it is

in a private hospital. I shall be glad to
marshal the evidence to prove that state-
ment. It is a matter of cold, hard fact,

which doctors recognize. A human fac-
tor is involved. When a person is paying
his own expenses, he desires to get out of

the hospital as soon as he can. But there
is a certain reluctance to move soon
when he is not paying his own expenses.
Mr. McGEE. Would that have any

bearing on whether he ought to have
remained in the hospital longer? Is

there any evidence that the cost might
crowd some people out? I hope the de-
cision is one that can be left to the doc-
tor to determine. That is where the
decision is made in every instance I

know of.

Mr. LONG of Louisiana. In Louisiana,
it is the same doctor in either case. The
doctors who treat the patients in a State
hospital volunteer their services. They
would be paid for their services in a
private hospital ; but they volunteer their

services in a State hospital. Inasmuch
as about 50 percent of the hospital days
are spent in State hospitals, all the fac-
tors that this Senator has been able to

imagine—and my impression from dis-

cussing them with doctors who are treat-

ing in both State and private hospitals

are the very factors to which I have re-

ferred—if a person is paying his own
medical bill is concerned about the cost,

he wants to get out as soon as possible.

Mr. McGEE. Where does the Senator
get the information that the patient
himself determines when or when not to

leave the hospital? This is a strange
aspect of the question that he has in-

troduced.
Mr. LONG of Louisiana. I am speak-

ing from the factual side of the situation.
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Our State experimented, as an
economy measure, with discontinuing

free ambulance service. Many doctors

with whom I have spoken seemed to

think that that was the most expensive

economy that could be imagined. There
are some persons whom it will not be
possible to save. Some have cancer or

other incurable diseases. They will

linger for years before they pass away.

If we are trying to do the best we can
for the greatest number, after a doctor

has done all he can for the person in a
hospital he sends him home to the
family. If that person is in a State hos-
pital, the family would try to put pres-

sure on the hospital to keep him there.

About the only way to get such a patient

home is to take him home in an am-
bulance, so as to make room in the hos-
pital for other persons who require treat-

ment, rather than to allow incurable

cases to remain indefinitely. That is

one more illustration of the problem to

which I have referred.

Mr. McGEE. If that is the point of

the Senator's suggestion, my guess is

that persons whose illness is incurable
ought not to become a burden in a pri-

vate home, where they cannot receive

the necessary care that modern medicine
makes available.

Mr. LONG Of Louisiana. The proposal
for which the Senator is arguing would
not keep people in those hospitals in-
definitely. I assume that if this system
ever went into effect, he would want to
extend it to the people in question. But
personally there is a question as to how
far to go in providing at State expense
that at which families ordinarily pay
themselves. In the case of a person who
is suffering in the last stages of cancer,
the Senator's proposal would not under-
take to keep the person in the hospital
indefinitely. The person would go home
and might linger there for a year; and
the proposal now before us would termi-
nate the hospital services after a certain
period of time.
Mr. McGEE. I find it difficult to ac-

cept the Senator's suggestion. Consider
the case of an incurable cancer in a per-
son over 65, with all the haunting ele-

ments that are present. I have been
familiar with two or three such cases.

They did not involve members of my
family, I am grateful to say. I would
find it hard to accept the philosophy
that such people ought to be returned to
their homes, to die a slow death, with
that kind of burden, and the absence of
continual watching and medication
which brings some relief under those
circumstances.

I think the example cited would be a
good case in point, as to*what we ought
to look forward to, to make sure it is

covered. But I am only developing the
initial point of the experiencesjn Louisi-
ana. In cases where people like to go to
the hospital and stay as long as possible,

and it is difficult to get rid of them, I
wonder whether there is a deductible
provision or clause in the State regula-
tions. Do the patients pay a certain
part of the bill for a certain period of
time?

Mr. LONG of Louisiana. No; I am
talking about a case in which the State
takes care of the entire expense. A per-
son can go home and convalesce, and
then go back to work; or a person may
remain in the hospital and convalesce
over the same period of time, after the
doctor had done that which can be done
in the hospital.

I believe the Senator knows that a
great amount of healing and treatment
must take place in the home, even if

there is State medicine.
Mr. McGEE. But I would not be the

one to make that judgment. My doctor
alone would make it. I will not speak
in defense of any State system which
would take that decision away from the
attending physician. In my opinion,

that decision should be made by the doc-
tor; and I think that references to such
a situation injects into the debate on the
proposed legislation an unrealistic ele-

ment.
Mr. LONG of Louisiana. I believe the

Senator would find that the doctor would
send the patient home from the hospital

as soon as possible, and thus the patient

would not be worried about the cost of

remaining in the hospital.

Mr. McGEE. I thank the Senator
from Louisiana for his comments,
Mr. GORE. Mr. President
The PRESIDING OFFICER (Mr. Btm-

dick in the chair). Does the Senator
from Wyoming yield to the Senator from
Tennessee?
Mr. McGEE. I yield.

Mr. GORE. If the Senator from
Wyoming will permit me to do so; I

wish to comment on the two points the
able Senator from Louisiana raised. One
was that if the program of insurance,
hospitalization, and medical care were
enacted, those of us who support it

should take the responsibility of con-
sidering it as only a beginning. I am
pleased to accept that responsibility ; I

think it would be the beginning of a
sound program. If the program proves
to be actuarially sound, and socially ben-
eficial, on a pay-as-you-go basis, I think
time will show that improvements will

be needed.
The same argument was made at the

time of the enactment of the social

security program—as I am sure the able
Senator from Wyoming will recall.

Since then, as the junior Senator from
Louisiana will recall, Congress has found
it wise, in its judgment, to extend the
-benefits.

Congress has been a little tardy in a
few instances in increasing the benefits

in a manner commensurate with the in-
creased need, both in connection with
such costs and other factors.

A similar argument was made when
compensation for the veterans of World
War I was under consideration. Some
said, "Once this is started, there will be
no stopping." However, I point out that
the Senator from Louisiana is the author
of a bill, on which he conducted a hear-
ing today, to permit veterans to continue
their service life insurance. Some per-
sons oppose this proposal; but today I
was happy to find that the Veterans' Ad-

ministration, after opposing the Sena-
tor's bill for several years, now endorses
it, and informed the committee that it

was actuarially sound, and that the pro-
gram not only had proved to be sound,
on a pay-as-you-go basis, but also had
shown a surplus.

I shall not predict that a surplus will

be accumulated in this case. I refer to
that situation only as an example.
We have found that in the case of un-

employment compensation it has been
necessary in times of distress to extend
the period of benefits; but no one has
said that because we found that neces-
sary and desirable, the program was un-
sound and should be scrapped or else it

would wreck the country. If we are able
to support, on a sound basis, a program
that is beneficial to the people and that
pays for itself as we go, then it may very
well be—and I hope that would be our
experience—that both the benefits and
the coverage, and perhaps the degree of

payroll taxes, would, by a future Con-
gress, in its wisdom, judgment, and cour-
age, be increased realistically. I do not
question the capacity of the Congress of

tomorrow to proceed in that way. I do
not doubt the capacity of our people to
sustain self-government. In looking to
the future, I do not believe everything is

going to be dark, and that if a program
is begun, it will carry us over the cliff.

That has not been the experience in this

country in dealing with the social se-

curity field or the unemployment com-
pensation field, or with veterans com-
pensation, or with many other fields to
which I could refer.

So I am prepared—as the Senator
suggests those of us who support this

program should be prepared—to assume
the responsibility that this program may
be a beginning. I believe it will be the
beginning of a very good program which
Members of Congress 10 years from now
will never think of repealing. I point
out that all such questions which have
been raised in connection with this pro-
gram apply equally to the social security
program itself.

Let me ask whether the Senator from
Wyoming minds if I refer to the second
point which was made.
Mr. McGEE. Indeed not. I am

pleased to have the Senator from Ten-
nessee proceed.

Mr. GORE. The junior Senator from
Louisiana [Mr. Long] raised this point;
and at this time I should like to reply
to it, because it has been raised by a
number of persons. It deals with an
important point for our consideration

—

namely, the statement that this program
would place a tax on the young people
of today, in order to pay for the hospital-
ization charges of some persons who
might be able to pay their own hospital
bills. However, if we refuse to begin
such a program on an actuarially sound
basis and on a compensatory basis until

that situation would not prevail, such
a time would never come. Such an argu-
ment reminds us of the old question of

whether the chicken or the egg came
first.
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If we had taken such a position, we
would never have begun the social se-

curity program, because it came into

effect as a result of the provision of ben-
efits for those who retired at age 65
after they had paid into the social se-

curity fund a very small percentage of

their paychecks during only a very few
quarters. I have forgotten the exact
number; as I now recall, it was over a
period of 5 years.

Mr. CURTIS. Mr. President, will the

distinguished Senator from Wyoming
yield?
Mr. McGEE. I have yielded to the

Senator from Tennessee.
Mr. GORE. I am advised by the staff

that it was after a year and a half. But
even if 10 percent of a person's salary

were taken during a period of a year
and a half, that would not be sufficient

to entitle him, at age 65, to an annuity
for the remainder of his life.

But we began the program; and it

was based upon a mechanism through
which we required almost everyone who
was of working age to pay into the fund
while he was working, in order that
neither he nor his fellow workers, what-
ever might be their age, would become
burdens on the taxpayers when they
were old and no longer were able to

work.
If we are to operate upon an insurance

basis, upon a contributory, actuarial
basis, we must go upon that course. I am
sure the Senator from Louisiana would
not suggest that a doctor who had a fire

insurance policy on his home which was
destroyed by fire should not be allowed
to collect his insurance because he was a
rich man. I am sure the Senator would
not suggest that a man who had auto-
mobile collision insurance should be
denied the right to collect upon his in-

surance policy when his Ford was
destroyed because in his garage he had a
Cadillac. That is not the basis upon
which an actuarially sound compensa-
tory program is based.
The Senator pays taxes into the re-

tirement system. It may well be that he
will not retire when he is 65. I hope to
be either in the Chamber or in the
galleries to hear his melodious voice
long after he is 65. But in the event he
retired, either voluntarily or involun-
tarily, the Senator would be entitled to
share and participate in the fund into
which he has been contributing, and into
which he will continue to contribute. He
would share and participate as a matter
of right, not as a matter of charity.

If we are to criticize this program on
that basis, we must accept the respon-
sibility of criticizing the social security
program, because it is on that basis.

Mr. LONG of Louisiana. Mr. Presi-
dent, will the Senator yield?
Mr. McGEE. I yield.

Mr. LONG of Louisiana. I should like

to make a point. When the Senator
talks about collecting on an insurance
policy on which a person has paid, I hope
the Senator is not trying to put that in
the same category as a bill in which Con-
gress proceeds to vote a tax on working
people today to provide insurance for
persons who have not paid 1 cent into
that program so far as medical care is

concerned, because at the time they took
that insurance it was entirely a retire-

ment program. They were not paying for
medical care; they were paying for a
retirement insurance program.

I hope the Senator does not propose
that anyone should be entitled to col-

lect on an insurance policy when he did
not pay 5 cents for the insurance, did
not want it, and did not have any in-

terest in it. I hope the Senator is not
putting his argument on that basis.

Mr. McGEE. If I may, Mr. President,
I would like to put it on that basis, be-
cause, through the social security ap-
proach, which was a program to provide
for some uncertainties, it could not be
argued that after contributing to the
fund for a year and a half, a person was
eligible for benefits. It could not be ar-
gued that he had contributed enough
money to make it possible to finance the
cost of such a program when he drew up-
on the fund. It is not right to penalize a
person who is 65 because of the* failure

on the part of the country to provide
for him.

I think there may be ways to close the
gap. The numbers outside the social

security program are small. Some of

them are being included under the
amendments. So the bill penalizes cer-
tain members so far as actuarial sound-
ness is concerned. But I do not think we
have a right to penalize those who
reached a certain age before we enacted
the system.
Mr. LONG of Louisiana. If we are

going to talk about someone getting
something as a matter of right—and I

question it—a person who cannot afford
to pay because he is poor has more right
to expect the Government to pay for his
medical care than one who has not paid
1 cent for medical insurance has to ex-
pect to have his medical expenses paid
for, even though he can well afford it.

Mr. McGEE. He has a right to expect
that, because he did not know it was go-
ing to be the law of the land. I do not
think we should penalize him because he
reached the age of 65 before the pro-
gram was enacted, and not let him share
in a program that would tend to reduce
his medical costs.

Mr. LONG of Louisiana. There is no
criterion of need here. This program
would be a medical care program at Gov-
ernment expense for a great number of
people who have no need for such aid,

because they are able to take care of
themselves at their own expense. I con-
cede that many people might need such
help and could not pay for it, but the
group the Senator's proposal would care
for would include people who could take
care of themselves, either by themselves
or with the aid of relatives. I realize
that the Senator knows that is implicit
in what he is talking about here.

Mr. McGEE. I suggest again that the
great bulk of this program—we are talk-
ing about numbers of people now—is ad-
dressed to people who do not have the
means to meet the extra medical costs
that may be imposed upon them. I sug-
gest that out of this group of 17 million,
those who have an annual income of as
much as $10,000 to which they can turn
lor living costs would include only 3 per-

cent. We are talking about the very
large mass who have very low measur-
able income, the average of which is

$2,500 to $3,000. In the urban commu-
nities, where most of them happen to
live, the cost of living equals or exceeds
that amount.
The Senator has raised some legitimate

questions in terms of millionaires and
those who are able to finance their own
costs. However, that is not the group
on which this question should be focused.
The emphasis should be upon the group
which is the greatest in numbers. Ex-
perience in this field will help us to work
out the basis for a solution of the specific
questions the Senator from Louisiana
has raised about millionaires and those
who are able to finance their own medical
needs.
In connection with the earlier ques-

tion, I suggest that the State hospitals in
many of the States—and the Senator
used that element as a part of his illus-

tration—are required to take care of
long-term chronic cases. This bill is not
directed specifically toward that prob-
lem. Perhaps a bill should be, but this

particular bill does not involve that in-

gredient. I think mental cases and TB
cases fall in that category.

Likewise, the bill provides for a pro-
fessional medical review board in each
contracting hospital in order to effect

standards of admission, discharge, and
policies of the medical corps and medi-
cal doctors administering the cases in
terms of occupancy of hospitals. The
program has worked effectively in Colo-
rado and Pennsylvania. I think there
is enough of a record to suggest that
there is a way to get at this problem
without upsetting the purposeful impact
or direction of financing this particular
bill.

I yield now to the Senator from Ne-
braska [Mr. Curtis], who has been very
patiently waiting.
Mr. CURTIS. I commend the distin-

guished Senator from Wyoming for the
statement he made when he started his
speech, to the effect that what we needed
on the subject was light.

What benefits will be available for the
people who will come under the program,
sholild the Anderson amendments be
agreed to?
Mr. McGEE. In general, without

spelling out the details of the proposal,
for the first 9 days the individual would
have to pay $10 a day. This provision
is designed to eliminate the malingerers,
the professional "go to the hospital"
people, who like to lie in bed. It would
minimize their number.
The difference between that $10 a day

and the actual cost of the hospitalization
would be picked up for that interval of

9 days. The hospital costs beyond that
period, for the limited numbers of inter-
vals spelled out in the proposal, would
represent the benefits. A substantial
economic burden would be borne by the
program, if that burden should happen
to descend upon an individual or his
family.

Mr. CURTIS. For how long a time
would the hospital bill be paid?

Mr. McGEE. It would be paid for 90,

days.
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Mr. CURTIS. With a $90 possible

deductible?
Mr. KERR. Mr. President, will the

Senator yield to me, to permit me to ask
a question about his previous answer?
Mr. McGEE. I yield to the Senator

from Oklahoma.
Mr. KERR. Did the Senator say

there the hospital bill for the individual

or his family would be paid?
Mr. McGEE. It would be for the

individual patient.

Mr. KERR. I thought the Senator
said for the individual or his family.

Mr. McGEE. I am sorry if that was
what it appeared I said. I was trying to

suggest that this program would reduce
the burden the individual or the family
otherwise might have to bear.

Mr. CURTIS. It is conceivable, then,

that there would be many cases in which
the first $90 for hospitalization would be
paid by the beneficiary?
Mr. McGEE. That is not quite correct.

I understand the cost would be $10 a day
for 9 days.

Mr. CURTIS. It is conceivable, then,
there would be many cases in which
there would be a $90 deductible item
which the beneficiary would bear?
Mr. McGEE. Yes.
Mr. CURTIS. What would be provided

by way of medical prescriptions?
Mr. McGEE. Does the Senator refer

to medicines the patient would get, in

or out of the hospital?
Mr. CURTIS. Everywhere.
Mr. McGEE. The hospital drugs would

be totally covered. The out-of-hospital
drugs would not be covered.
Mr. CURTIS. So when we receive let-

ters, from our constituents stating they
have costly medical burdens, expensive
drugs they must buy once or twice a
week, if they are not in a hospital this

proposal would not relieve their burdens

;

is that correct?
Mr. McGEE. Yes. I understand from

the hearings that the pharmacists did
not wish to participate.

Mr. CURTIS. Is that provision out,

because the pharmacists did not wish to
come in?
Mr. McGEE. I remember that the

pharmacists did not wish to come in.

Mr. CURTIS. Is that the reason the
cost was not included in the proposal?
Mr. McGEE. That is not necessarily

the whole reason. The point is that it

it not in the proposal. The Senator's
question was whether drugs were to be
covered. I said that the hospital drugs
were to be covered, and that drugs put-
side the hospital were not to be covered.
,Mr. CURTIS. Would surgery be

covered?
Mr. McGEE. No; surgery would not be

covered. That is a doctor's charge.
Mr. CURTIS. Suppose an aged person

had to call at his doctor's office for treat-
ment or examination periodically?
Mr. McGEE. Doctor's bills are not to

be covered.
Mr. CURTIS. Suppose a doctor had to

call at a patient's home?
Mr. McGEE. That would not be

covered.
Mr. CURTIS. In addition to the hos-

pital cost coverage, there would be pro-

vided certain home nursing facilities, as

a sort of substitute for hospitalization;

is that correct?
Mr. McGEE. It would be supple-

mental, rather than a substitute.

Mr. CURTIS. If the amendments "are

agreed to, how many people will become
eligible for benefits right away?
Mr. McGEE. About 17 million, I am

informed.
Mr. CURTIS. How many of those 17

million have paid anything for the
program?
Mr. McGEE. I would suppose that

all but 2V2 million have.
Mr. CURTIS. What have they paid?
Mr. McGEE. I wish to correct that

statement. I was in error. I was think-
ing about the 2 1/2 million people who
were not under social security, to be
brought in. The answer is that none
have paid.
Mr. CURTIS. None have paid?
Mr. McGEE. That is correct, because

it is to be a new program.
Mr. CURTIS. The Social Security Act

was passed in 1936. It went into effect

January 1, 1937. The first benefits were
paid in 1940.

Someohe who qualified under the act
at the maximum rate, with the maxi-
mum covered wages at that time—and
some of those people are still alive—may
have paid $30 a year for 3 years,

or a total of $90. That person, if still

alive—and a number of such people still

are—received, a monthly check last

month of $89. The benefit for 1 month
was nearly equal to everything he paid.

That person has been drawing benefits

through the years.

That person has not paid anything
into the hospital trust fund, has he?
Mr. McGEE. No ; not at all.

Mr. CURTIS. Why has the age been
fixed at 65 for the payment of the hos-
pital benefits?
Mr. McGEE. I think it is to coincide

with the social security system; that is,

the preponderant portion of the social

security system as it now operates.
Mr. CURTIS. Both men and women

may retire now at age 62, and those
who are disabled may elect to retire at
any age.
Mr. McGEE. Yes. I think the age for

retirement could be 62, 65, 67, or 60.

That is not the issue in regard to this

proposal.
Mr. CURTIS. Would a person have

to retire to get the benefits?
Mr. McGEE. A person would not have

to retire to get the benefits under this

proposal.
Mr. CURTIS. So this would not be a

retirement benefit.

Mr. McGEE. This is not to be a re-
tirement benefit. This is to be a health
benefit for persons who have reached
the age of 65.

Mr. CURTIS. The cash benefits

which are paid are intended to supplant
wages, when someone can no longer per-
form work. Some people elect to retire

at the age of 68 or 70, and they draw
no benefits until that age. Some people
elect to retire at age 62.

I wonder what is the magic about
the age of 65.

Mr. McGEE. I do not think there^is
any magic.
Mr. CURTIS. Whether people are re-

tired or not, regardless of job, regard-
less of capital, regardless of savings, re-
gardless of income, if they are eligible

for social security they are to be eligible?

Mr. McGEE. If the Senator will per-
mit me to address myself to the question
he asked, I think it is necessary to make
an arbitrary selection of an age at some
reasonable point. One could raise the
same question about any particular line

we might draw. The age of 65 has been
a common retirement age, accepted in
private industry, as well as in public
fields.

The point which I think the Senator
should bear in mind is that while some
people may still be working at that age,
the fact that they are still working will

probably mean they will not draw upon
the health insurance fund after the age
of 65 quite as much as those who perhaps
have had to slow down for health rea-
sons, and have had to retire, as the
alternative they have accepted.
In addition, those who are beyond the

age of 65 who are still working likewise
will be paying money in. That group
will somewhat reduce the cost to which
the Senator referred, for the 17 million
people who will have paid in nothing.
This program would work both ways.
The kind of situation to which the Sen-
ator addressed himself a moment ago
would be ameliorated.

Mr. CURTIS. The individual who
cannot afford to retire will have to pay
into the fund; is that correct?
Mr. McGEE. The individual who does

not retire wil| pay into the fund.
Mr. CURTIS. Many older people con-

tinue to work from necessity; is that not
correct?
Mr. McGEE. Some of them do. I am

certain that is true. The desire is not
to work in some cases, as soon as the
budget can be balanced.

Mr. CURTIS. There is no arbitrary
age for paying the cash benefits under
social security. The test is, when did
the person retire?

Mr. McGEE. The Senator is correct.

Mr. CURTIS. But in this instance an
arbitrary age has been selected.

Mr. McGEE. The reason is that the
age of 65, as medical records will reveal
to the Senator—I am sure the Senator
has studied them—is the age at which
the incidence of health disaster mounts
very sharply. It goes up after the age
of 65, contrasted to the ages preceding
65. Therefore, it is as good a demarca-
tion line as could be selected.

Mr. CURTIS. Has the Senator any
idea what would be the cost of buying
insurance to provide the benefits as set

forth in the Anderson amendments?
Mr. McGEE. The cost of insurance

to provide equivalent benefits?
Mr. CURTIS. Yes.
Mr. McGEE. I assume that the cost

would be considerably more.
Mr. CURTIS. More than what?
Mr. McGEE. More than the cost un-

der the social security approach.

Mr. CURTIS. What would it cost an-
nually to buy that kind of protection?
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Mr. McGEE. Under the social security

approach the average would be some-
where in the neighborhood of $13 for a
base of $4,800. As the amount increased,

it would approximately double on an an-
nual basis.

Mr. CURTIS. Of course, we would not
know the answer to that question for

many years.

Mr. McGEE. We have a reasonable

way of making an educated guess, be-

cause we know the pattern of income in

our country for the most part.

Mr. CURTIS. I am not so sure with
reference to the present beneficiaries if

we should start with the proposed pro-

gram. What I am trying to determine
is what it would cost to provide such pro-
tection if the individual went to a private

insurance company in order to secure it.

Mr. McGEE. I am not sure I can an-
swer the Senator's question. I do not
have that information available.

Mr. CURTIS. What percentage of the

people past 65 at the present time have
some hospital insurance?
Mr. McGEE. About 50 percent.

Mr. CURTIS. Has that number in-

creased in recent years?
Mr. McGEE. Yes.
Mr. CURTIS. Has the Department of

Health, Education, and Welfare predict-

ed that the percentage will continue to

increase?
Mr. McGEE. I think the answer to

that question is "Yes."
Mr. CURTIS. Do not many people

—

not all of them—have a coverage that

would be equivalent, at least, and prob-
ably more than would be provided by
the amendments of the Senator from
Oklahoma?
Mr. McGEE. I think the element of

difference is that the substance of the

benefits under the Anderson proposal is

the differential between the statistic

that the Senator from Nebraska has
asked for and the number who are over

the age of 65 that have some kind of

insurance. It is the amount of coverage
that they have that, in relative terms,

would establish the validity.

Mr. CURTIS. Is the Senator urging
the adoption of the proposed system be-

cause it is needed or merely because in

his opinion it would be a good system to

follow?
Mr. McGEE. I think it is a very badly

needed operation.
Mr. CURTIS. That point brings me

back to my original question. Who
needs it? At what point in income can
a person over 65 be reasonably expected
to provide his own hospital insurance?

Mr. McGEE. I am afraid the Senator
must again face the fact- that it is a
question of income in relation to cost.

We cannot select an arbitrary figure.

All we know is that on the average there

is a group over 65 who are receiving an
average of $2,500 to $3,000 and we know
they cannot pay the known and predict-

able medical expenses out of that in-

come. Therefore, the success of their

economic stability has been impinged
upon.

Mr. CURTIS. Of course, under the
bill they would not pay the known medi-
cal expenses.

Mr. McGEE. They would pay a sub-
stantial portion of them. If the Senator
so proposes, we can make the bill provide
a larger amount. The measure does not
provide for the payment of all costs. All

the Senator is doing is building a case
for greater medical provision. I say that
the proposal would be an important as-
sault on the element of cost, even though
it leaves out some of the big factors in

cost.

Mr. CURTIS. The Senator from Ne-
braska believes that it is the concern of
Government to provide not only hos-
pitalization, but also surgery, medicine,
office calls, and home calls for those who
are unable to provide it for themselves.
I think we should be generous in arriv-

ing at those benefits. The Senator from
Nebraska does not believe that we should
inaugurate a program that will not be
paid for by the living workers, because
the full impact of it will not have been
reached in the lifetime of the present
workers, but would be paid to a people
who are well able to provide it them-
selves. That is why I have been trying
all afternoon to find out at what point
the distinguished Senator from Wyoming
believes that a person of the age 65
should no longer be the concern of gov-
ernment? Would an income of $5,000,

$6,000, $7,000, $8,000 or $9,000 indicate
that point? After all, the costs would all

be paid from taxes.

Mr. McGEE. I have tried to explain
to the Senator from Nebraska again and
again that it is an imponderable in
terms of the relative impact of an unex-
pected, unplanned sickness cost on the
income of a person over the age of 65.

Studies that have been made suggest that
the great majority of such persons have
an income under $3,000 a year; $3,000
a year for a couple is not an adequate in-

come to provide the kind of medical ex-
penses that we are discussing. When
the Senator refers to a couple over 65
whose income is $8,000, $9,000, or $10,000
a year, I remind him that that group is

less than 3 percent of the age group we
are talking about. We are addressing
ourselves to the great majority of them.
How many times must we go over and
over the generalization about the capa-
bility of a person receiving an income
under $3,000 a year to meet the known
medical costs that are going to descend
on his age group—if not on him per-
sonally, on his next door neighbor?

Mr. CURTIS. I fear the distinguished
Senator did not understand my ques-
tion. The question was not what per-
centage of the aged could pay for their
own hospital insurance. My question
was at what point of income the dis-

tinguished Senator from Wyoming
thinks that they should be able to do
so?

Mr. McGEE. I have suggested again
and again to the Senator that it is a rela-

tive subject. We know that from the
age of 65 on income drops very sharply.
Most people in that age group are re-

ceiving less than $3,000; and, as I have
said to the Senator previously, $3,000 is

not enough.
Mr. CURTIS. Three thousand dol-

lars is not enough?

Mr. McGEE. That is not an absolute
figure. Again it is a relative cost;

$10,000 would not be enough for some.
It depends on the nature of the illness

in relation to one's income.
Mr. CURTIS. The Senator recog-

nizes social security taxes as taxes, does
he not?
Mr. McGEE. I did not hear the Sena-

tor.

Mr. CURTIS. The sooial security
payments that an employee, and em-
ployer, or a self-employed person makes
are taxes, are they not?
Mr. McGEE. They are a form of

taxes. But they are set aside in a fund.
Mr. CURTIS. An individual who

works must pay those taxes from his first

dollar of income. Is that not correct?
There is no personal exemption.
Mr. McGEE. The Senator is correct.
Mr. CURTIS. So it is the most severe

type of taxation there is. The Senator
is advocating a system
Mr. McGEE. Is the Senator now

shifting the field of his questions from
where we were a moment ago? Is the
Senator now speaking about the form
of taxation covered by the measure?
Mr. CURTIS. Yes.
Mr. McGEE. The Senator is opposing

a social security type of taxation as the
most vicious form of taxation there is?

Mr. CURTIS. A taxation that allows
no personal exemption is about as tough
as any I can think of.

Mr. McGEE. Is the Senator suggest-
ing then, that we should modify the
social security tax?
Mr. CURTIS. No. I am suggesting

that we should not continue to add to
it. We have a social security tax. No
personal exemption is provided. At
some future time I hope the personal ex-
emption in the income tax law can be
raised. The social security tax is one
on which the worker pays from the very
first dollar he earns. We would in-
crease that tax to bring in a system to

supply a need that is moving in the di-

rection of being met. I think the dis-

tinguished Senator from Wyoming him-
self said a moment ago that half the
people over 65 have some health insur-
ance. That is a great deal more than
the number who had it a few years ago.
The prediction is that more people will

have it.

I wonder what the Senator has to sup-
port the need for such a program at this

time.
Mr. McGEE. The first thing that is

compelling is that half of the people in

most cases do not have sufficient cover-
age. The 50 percent is a very misleading
statistic. The compelling reason is the
element of need. I say to the Senator
that this kind of investment is quite

different from direct taxation, in that
the contributor, the fellow with a job,

who contributes one-quarter of 1 per-
cent to the social security tax for health
insurance in his later years is contribut-
ing to his own benefit in the predictable
years ahead. It is different from some
other forms or types of taxation. A
sales tax is probably much more severe
than a social security tax. This is, in

effect, a forced saving for the individual
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to cover the exigencies of his retiring

years.
Mr. CURTIS. Are the beneficiaries at

the present time getting back the forced

savings that they have made?
Mr. McGEE. I am sorry I did not hear

the full question of the Senator.
Mr. CURTIS. Are the present bene-

ficiaries under social security merely
getting a return of the forced savings

that they have had to make?
Mr. McGEE. They are if they have

retired and are getting $89 a month.
This is a compulsory system.
Mr. CURTIS. Are benefits limited to

that figure?

Mr. McGEE. There are many tangent
programs, as the Senator knows, that
try to approach particular extenuating
situations.

Mr. CURTIS. I am talking about the
social security benefits that people are
now receiving. Are they getting a re-

turn on what they have been forced to

save?
Mr. McGEE. It varies with the age of

the individual, and how long he has been
in the system.
Mr. CURTIS. Is it true for any bene-

ficiary at this time?
Mr. McGEE. It would be theoretically

true for one who had put in the equiva-
lent amount if he were to draw it out by
the time he died. It could be assumed
that he had gotten, then, equivalent
benefits.

Mr. CURTIS. I am speaking of some-
one 65 years of age who retires on July 1,

1962. He has been covered in the pro-
gram for the maximum taxable and
creditable earnings for every year since
the program began, in 1937. Such a
person would have a primary benefit of
$123 a month. If he has a wife of ex-
actly the same age, her benefit would be
$61.50 as long as he was living, and
$101.50 after his death. These figures

assume that the individual had the max-
imum covered earnings of $4,800 in the
first 6 months of 1962. On the basis of

the U.S. White Life tables for 1949-51,
which are the latest available official

complete mortality tables, a man and his
wife can expect to receive, on the aver-
age, about $32,600 in monthly benefits.

The total amount of the employee taxes
that this individual paid were $1,584.
This is a part of a statement signed by
Robert J. Myers, chief actuary of the
social security system.
Consider the case of someone who has

paid since 1937, to this date. He would
have paid $5,184. He has benefits, on the
average, .of over $32,000.
The social security system is a system

of social benefits which are paid not by
the recipient, but by taxing the people
who work, taxing the self-employed, and
taxing employers. They will not catch
up during the generation of the workers
who are now over 21.

Therefore, we are discussing a pro-
gram the full impact of which will not
fall on the present workers, but on future
workers.

I thank the Senator.
Mr. McGEE. I thank the Senator for

his comments. I remind the Senator
from Nebraska that the existing social

security fund has been under repeated,

continual reexamination, and that the
fund continues to be actuarily sound. It

is the strong feeling of economists that
the proposed fund with respect to medi-
cal care will likewise be actuarily sound
because of the interplay of a great many
forces. Rather than take any more
time—and I see the majority leader ap-
proaching apparently to ask me how
soon we expect to conclude—I suggest
that the remainder of my remarks be
included in the Record. I had some ex-
tended statements prepared in address-
ing myself to the question of why pri-

vate insurance cannot do the whole job.

I ask unanimous consent that these
statements may be placed in the Record
at this point.

There being no objection, the state-

ments were ordered to be printed in the
Record, as follows:

Statement by Senator McGee, of Wyoming
The proposal now before this body, to

provide funds for medical care for the aged
through social security, has generated one
of the-most active and acrimonious debates
across the Nation that has occurerd in many
years. Unfortunately, these debates have
generated considerably more heat than light.

Too often we find that those entering the
debate have obtained their mental exercise

by jumping to conclusions. Therefore, I

would like to discuss a few of the more ob-
vious misconceptions which have obscured
the real issues in the hope that we may
then get to the real issue-r-whether or not
we can devise an adequate plan to help our
older citizens obtain adequate medical care.

Misconception No. 1 : Most of America's
17 million seniors do not need help with
their medical bills.

This is obviously a view alien to that of

the majority. While it is true that much
health care is provided free to those who
need care for which they cannot pay, public
assistance agencies, private charitable orga-
nizations, and many physicians provide free

services only to the extent that they can
with the limited funds available. The sad
fact is that many older citizens who are
sorely in need of medical care do not get it

because they are too proud to ask for charity.

Those who do receive paid care from public
and private assistance agencies do so only
after the humiliating experience of proving
they are in want. And consider that people
over 65 suffer twice as freqeuntly from chron-
ic sickness as those under 65—even exclud-
ing those who are in institutions. They
spend 2 J/2 times as many days restricted to
their beds—they are forced to limit their

activities due to illness six times as often.
Medical costs and health needs of the aged
are greater today than those of other age
groups in the population, their incomes
often are too low for them to purchase pri-

vate health insurance. The primary social

security benefit (on which most retirees must
rely exclusively) averages only $73 a month.
The maximum benefit for a retired couple,
which only a small proportion of benefi-
ciaries receive, is but $180 a month. Out of
these small sums must come rent, food,
clothing, and other necessary expenses.
There is no margin for huge medical ex-
penses brought on by a stay in the hospital.

Opponents to this bill answer this with
the suggestion that the aged should there-
fore look to their children or relatives for
help. Families do, in fact, often provide
such help. Too often, however, this burden
is borne at the expense of the education and
the well-being of the children and grand-
children of the elderly ill. This unfortunate
fact brings a heavy cost in family harmony
and in the future opportunities of the chil-
dren involved; and, in many instances, the

relatives themselves are totally unable to
meet the heavy costs involved.

Misconception No. 2: That the Kerr-Mills
bill offers adequate medical benefits.
But the Kerr-Mills law clearly spells out

that each State "will furnish medical assist-

ance to aged individuals as far as practicable
under the conditions In such State." Under
this law, the medical services available to
eligible applicants are directly proportional
to the ability of each State to purchase these
services. Wealthier States like New York
and Massachusetts offer more medical serv-
ices than d» poorer States. In no State are
unlimited services available to the medically
indigent aged. This bill, backed by most
doctors, is proving a sad failure In most of
the States that have adopted it, even in the
richer and more progressive States. My home
State of Wyoming, which will have an esti-

mated aged population of 29,000 by January
1965, has not yet seen fit to adopt this law.
In short, Kerr-Mills requires a degrading

poverty test; it covers only so-called charity
cases; it guarantees no free choice of doctors
or hospital; its program has not been adopted
by most of the States; and—most important
to those of us who are economically
minded—it provides a drain on the Federal
Treasury with no provision to balance that
drain with new revenue.
Misconception No. 3: That the social se-

curity approach to financing care for the ill

and aged under the King-Anderson bill

would be a step toward socialism and gov-
ernment control of medicine.

This is, perhaps, the most ridiculous of the
arguments against medicare. Nothing could
be further from the truth. The Improved
King-Anderson bill clearly and forcefully

spells out:
"There shall be no Federal controls over

or intervention in the free practice of medi-
cine."

Socialism exists when the doctors are sala-

ried by the Government, when the hospitals
are run by the Government, and when the
Government controls the personnel and fa-
cilities. The proposed program would not
provide a single medical service but would
only help people finance the cost of their
health care—and there are even alternatives
to this in the compromise bill. It would in
no way control, regulate, or interfere with
the practice of medicine.
The patient also is free to choose his own

doctor, who, in turn is free to work in the
hospital of which he is a staff member. The
bill further guarantees to hospitals the free-

dom of choice to participate in the Presi-
dent's proposed health care program or not.

If enacted into law, it will operate like

Blue Cross with the doctors and hospitals
free to disburse their services as they have
done in the past. The only point of differ-

ence is the method of financing the costs of
those services rendered. Instead of the in-
dividual or private insurance paying all, the
social insurance trust fund will cover all or
part of the allowable costs.

This health insurance is a reasonable and
important part of income protection in re-
tirement. Without such benefits the social
security program cannot adequately provide
basic security for the aged. This is the only
way to remove the threat to the financial
independence of older people posed by the
high cost of illness.

Misconception No. 4: That this program
would cost too much.
Under the social security insurance, un-

der which the individual contributed during
the working years when he can best afford

the contributions, payments are spread out
over a working lifetime and the cost to the
Individual is reduced to pennies a day. The
program would be financed by contributions
from both workers and their employers
without imposing a burden on general rev-
enues. In fact, reduction in expenditures
which would otherwise be necessary by the
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States and Federal Government under pub-
lic assistance would partially offset the cost

of the new program. The cost to the Fed-
eral budget would be nil whereas under the
present law the cost was $280 million In

fiscal year 1961. In fiscal year 1963 it will

be an estimated $412 million.
Admittedly, the social security tax will

be Increased by one-fourth of 1 percent and
the 6elf-employed, covered by social secu-
rity, will pay an additional three-eighths of

1 percent. In dollars and cents, this one-
fourth of 1 percent amounts to about $12.50

per employee per year, or $1.04 a month, or

26 cents a week—less than the price of

a pack of cigarettes—and undoubtedly
healthier.

Misconception No. 5: That there would
be an overutllizatlon of services.

The plan provides at least three safeguards
against overutllizatlon. First, there are the
attending physicians that must certify, and
at certain times recertify, that services are

required for medical treatment or diagnosis.

The second safeguard Is provided by the
Institution Itself, which would review ad-
missions, duration of stay, and services

furnished.
The third safety measure Is built into

the program In the types of services cov-
ered and in the requirements for deduc-
tibles. Since protection Is provided against

the costs of outpatient diagnostic, skilled

nursing home, and home health services,

there will be no financial Incentive to un-
necessarily use higher cost services when
the lower cost services will suffice. The de-
ductibles might also tend to reduce unnec-
cessary utilization of hospital services.

Aging is a phenomenon both personal and
public, both evident and elusive. Time
passes: as an experience within, as a dimen-
sion without. New forces and new problems
make disturbing patterns in the latter years.

The stereotypes are only too familiar: the
rocking chair, the empty hands, the Illnesses

of age, the unwanted look, the passive pos-
ture. Are these the only meaning of being
old? Too long have these misconceptions
persisted. These cobwebs have ensnarled
the struggling elderly, thus denying them
their rightful place in the sun. Realities,

If not ignored by those who do not want to
admit hard truths, can bring security and
peace of mind to those elderly who now face

fear and deprivation as an unwelcome reward
for their many years of toll.

Up to the present time, nearly all pro-
grams in behalf of the aging In the United
States are the product of the welfare mood
and of uncritical adoption of untested proj-
ects. The proposed administration bill for

aid to the aged medically Indigent Is not
only not welfare but has been tested through
long and favorable experience. The time
has come for Congress to provide the Insight
and the law to help both the younger and
an older society to act with wisdom about
age.

So far the debate on this proposal, now
before us, has degenerated Into a plcayunish
business which is smothering It under a land-
slide of verbiage—and at a time when It

desperately needs fresh air. At present there
is the very real danger that this headless
chase will' end In a monster bill embodying
Just those aspects of the problem we wish to
avoid.

We must not allow this comprehensive
piece of legislation to be pecked to death.
Rather, we must get off our petty and some-
times partisan political stumps, and provide
for the urgent need of the elderly 111 by
passing this constructive and essential
King-Anderson medical care bill, as Im-
proved, with all deliberate speed.

Private Insurance Cannot Do the
Whole Job

(By Senator McGee, of Wyoming)
The proposals recommended by President

Kennedy for health insurance benefits for

the aged under social security have been
opposed on the ground that private health
insurance should and can do an adequate
Job in providing health Insurance for older
people. It is not surprising that people argue
this way. In the postwar years, health in-
surance coverage figures have soared, both
In terms of the number of people covered
and in terms of the amount of benefits pro-
vided. Hospital insurance, which in 1945
covered only a quarter of the population,
now covers about 70 percent. The propor-
tion of people with some insurance against
surgical costs has increased from 10 percent
to nearly 70 percent. Over 45 percent of the
population has insurance against the costs

of other services by physicians in the hos-
pital, as compared with only about 4 percent
in 1945.

While commercial health insurance had Its

beginnings In the late 19th century, the
commercials played a secondary role until
the end of World War II. Since then the
commercials have won a larger and larger
share of the health Insurance market, and
in 1951 the commercials passed Blue Cross
In enrollment. Today membership In com-
mercial health Insurance exceeds Blue Cross
membership by more than 20 million.

But there Is one major gap In this picture
of increasing coverage. Health Insurance for
the retired aged Is inadequate both In the
number of people who are covered and In
the amount of protection afforded those who
are covered.
The national health survey, a comprehen-

sive survey sponsored by the Public Health
Service, found that in the first half of 1959,

46 percent of those 65 and over had some
form of health Insurance. As for the retired

aged—those who did not usually work In the
survey year—only 42 percent had any kind
of health Insurance.
In many Instances, the protection aged

persons have against hospital costs is Inade-
quate. For example, the special guaranteed-
renewable policies offered to senior citizens
in normal health by a number of Insurance
companies typically provide room-and-board
payments of $10 a day for 30 to 60 days, up
to $50 or $100 for extra hospital expenses and
surgical expenses up to $200 or $300. Such
policies provide relatively little protection
against the costs of hospital care, which may
average $30 a day or more. Also, they often
have lifetime limitations on total benefits.

And these policies will become Increasingly
Inadequate as hospital and medical costs
continue to rise. In general, policies avail-
able to people in poor health have prohibi-
tively high premiums or Inadequate benefits,

cancellable features, exclusions of preexist-
ing conditions for the first 6 months or more
(and sometimes forever, which may make
the policy almost worthless to the insured)

,

or a combination of such restrictions. And
of course, very few older people have insur-
ance against such health care costs as surgi-
cal and other physician's fees and the cost
of drugs.
Why are the retired aged not able to pro-

tect themselves adequately through health
insurance? It is a simple matter of eco-
nomics. People over 65 have health costs
that are twice as high as those of younger
people, while their incomes are only half as
high. The median annual income of an aged
couple is only about $2,500, and the average
aged person living alone has about $1,100.
Furthermore, the retired aged are generally
not in groups that can be insured, but in-

stead must buy insurance on an Individual
basis, if at all. This form of coverage is, of
course, quite expensive, sometimes costfng
twice as much as group coverage offering the
same protection.
Not only is coverage now inadequate, but

it tends to be concentrated in the higher

-

Income group and among the better risks.
The National Health Survey found that
while more than half the population aged
65 or over had no health insurance, for old-
er people in families with income of $2,000
or less (which include 40 percent of all older
people) 67 percent had no health insurance.
Among people aged 75 and over, 68 percent
had no such Insurance. Among the aged in
poor health—people with chronic conditions
who are unable to carry on their usual major
activity—70 percent had no hospital insur-
ance.
In considering the rate of future expan-

sion in health insurance, the fact must be
faced that any significant extension of ade-
quate health insurance protection in the
older age groups will necessarily involve
people with lower incomes, those in the
higher age brackets, those who are no
longer working, those in ill health—in short,
the very people who represent the poorest
risk from a health insurance standpoint and
who are least able to pay for protection.
Two special techniques have been devel-

oped to make it easier for high-risk, low-
income groups to obtain adequate health in-
surance protection, but neither seems likely
to succeed In this objective. The first tech-
nique is the so-called community-rating ap-
proach. This approach dates back to the be-
ginning of the Blue Cross movement^to the
early 1930's—and has been a basic tenet of
the Blue Cross philosophy of public service
to the community as a whole. Originally,
the objective of Blue Cross was to offer one
policy at one cost for all enrollees In the
community. This community rating ap-
proach was intended to pass on part of the
costs of insuring high-cost subscribers—In-
cluding the aged—to the younger working
group.

Since the entrance of the insurance com-
panies into the health insurance field in the
1940's, the future of community rating has
become clouded, and many observers believe
that it Is In a state of decline. The com-
petitive nature of commercial insurance has
inevitably led to following the opposite
principle—that of experience rating, which
results in a lower price for the good risks and
a higher price for Insurance for the aged.
In the competition between the Blues and

the commercials, the commercial carriers
have increasingly been able to attract the
large low-cost groups. Conversely, the
higher cost groups find the Blue Cross rates
more attractive. Blue Cross premiums are
thus driven higher; and as they are driven
higher, good risks find the Blues less attrac-
tive. Under the circumstances, it is under-
standable that Blue Cross plans have found
it increasingly necessary to compromise their
community-rating principle.

Under the other technique for handling
the problem of the high-risk, low-income
group, the retired person's previous employer
pays part or all of the health insurance pre-
miums in retirement. Under this sort of ar-
rangement, the retired employee ordinarily
retains all or part of the group health in-
surance coverage he had while he was work-
ing. From the employee's standpoint, there
are many advantages to this sort of an ar-
rangement: In addition to having the
advantage of the employer contribution, he
benefits from the economics inherent In
group coverage and from the fact that the
level of benefit protection provided by group
insurance Is characteristically high.
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Good as this approach is, it is clear that
it can never reach the majority of workers.
The worker's right to remain in his com-
pany's health insurance plan after retirement
is usually tied to his eligibility for a pen-
sion. At present, less than 10 percent of the
aged are drawing private company pensions,

and only a small portion—about a quarter

—

of these are eligible for health insurance
under the company plan. The number of

pensioners will grow in the future—about
40 percent of the wage and salary workers are
now covered—and thus undoubtedly more
aged will have health insurance protection
under group plans. However, it is necessary
to consider that many workers covered by
plans will never collect pensions; in many
instances 20 or 30 years of work for one com-
pany, and even employment right up to the
time of retirement, is required. Even al-

lowing for an increase in pension plan cov-
erage and health insurance protection under
these plans, it is doubtful if, under the
most optimistic assumptions, over 20 or 25
percent of the future retired aged will have
health insurance protection under group
plans. And those who* will be protected
under group insurance will be the very same
sort of people who now have protection on
their own.
A third method should perhaps be men-

tioned. There are for sale by a few com-
panies individual policies providing paid-up
protection at retirement. Such a policy
guarantees that a specified set of health in-

surance benefits, payable, of course, in dol-
lars rather than in services, will be available
to the policyholder after he reaches a spec-
ified age. The great advantage of this sort

of an arrangement is that the cost of post-
retirement health insurance protection can
be paid for while the individual is working
and can better afford the premiums.
A paid-up indemnity plan, however, is of

very uncertain value. After a lifetime of
premium payments, the best indemnity plan
for paid-up health insurance could become
worthless if health care costs have increased
substantially between the date of issue and
age 65. For example, a policy written to
meet 1940 health care costs would be almost
worthless today. On the other hand, private
insurance can hardly be expected to under-
write the cost of service benefits to be de-
livered 30 or 40 years in the future. More-
over, this type of policy has little promise
as a timely solution to the problems of the
aged, for the paid-up policies by definition
cannot become effective for many years.
Consumer interest and sales have not been
impressive.

It is no wonder, then, that many students
of the problem have come to the conclusion
expressed by Dr. Basil C. MacLean, formerly
president of the Blue Cross Association, in
these words:
"A lifetime's experience has led me at

last to conclude that the costs of care of
the aged cannot be met, unaided, by the
mechanisms of insurance or prepayment as
they exist today. The aged simply cannot
afford to buy from any of these the scope of
care that is required, nor do the stern com-
petitive realities permit any carrier, whether
nonprofit or commercial, to provide benefits
which are adequate at a price which is

feasible for any but a small proportion of
the aged."

If the problem cannot be solved by pri-
vate insurance, why is it that the social
insurance approach is effective? The social

security program now provides protection
for practically all working people and their
families. More than 9 out of 10 people
who work are covered under the program
and already 85 percent of the people now
becoming 65 are eligible for retirement bene-
fits; this percentage will rise in the future
to 95 percent or more. In the course of a
year some 73 million earners contribute to
the program; 86 million have contributed

long enough to be fully insured. Coverage,
then, is nearly universal.

People qualify for benefits under social

security by working, and while they are

working they pay toward the cost of those
benefits. Thus the payments for health in-

surance protection under social security are

made while the person can best afford it,

rather than out of his reduced income in

retirement.
Social security benefits are paid regardless

of income from savings, pensions, invest-
ments, and the like, so that the worker is

encouraged to supplement the basic pro-
tection afforded by his social insurance bene-
fit with whatever additional protection he
can afford to buy. The social insurance
approach to meeting need is thus a major
social invention, largely eliminating the old
fear that meeting need will injure incen-
tives to work and save.
The use of the payroll tax to finance the

program has the effect of automatically in-
creasing income to the program as earnings
rise. The increase in income permits bene-
fits to be adjusted somewhat in accordance
with current levels of living and current
prices. This is a particularly important
point in providing a service benefit under
conditions of rising costs.

It Is these characteristics of social secu-
rity that make it the most practical ap-
proach to making health insurance generally
available to the aged.

Admittedly, the President's proposal Is

designed to meet only the most pressing
health care needs of the aged. But as un-
der the present program of old-age and sur-
vivors insurance benefits, people can be ex-
pected to build on the basic health insur-
ance protection. At least some of the money
the aged now spend to meet hospital costs,
through insurance and otherwise, could be
used to purchase insurance against the costs
of the services of physicians and dentists,
drugs, and the other health services and
supplies not covered under the proposal.
Also, many aged people who now go without
any health Insurance protection because they
cannot afford to safeguard themselves
against the financial catastrophe of a serious
illness would also obtain supplemental cov-
erage from private sources once real security
becomes possible. Certainly, with basic pro-
tection furnished under the Government
program a larger number of private com-
panies will be encouraged to carry supple-
mental protection for their retired employees.
The President's proposal, then, is that

Government and private insurance play
complementary roles in meeting the need.
The role of Government in the health in-
surance area, Just as it is in the area of re-
tirement income, would be to provide a
guarantee of basic protection for the aged
through the Nation's social insurance system.
The role of private insurance would be to
build supplementary protection on this base.
Neither can do an adequate job alone, but
in partnership the result can be a new level

of security for our' people in their retirement
years.

Mr. McGEE. I close by again remind-
ing Senators that no proponent of the
pending measure is proposing socialized
medicine or wants anything to do with
socialized medicine. We want only to

meet the financing of medical costs of
our senior citizens, particularly of the
great majority of them who find it im-
possible to meet such costs with their
own resources. That is the nub of the
proposal.

It is mistake, and it is a disservice to
the country, to drag in the strawmen
that have been set up and then try to
knock them down, or to beat dead horses
in this arena. Instead, we ought to ad-

dress ourselves to the medical costs. In
my judgment, the bill does exactly that.

Therefore, I vigorously urge the adop-
tion of the Anderson amendments by the
Senate.
Mr. MANSFIELD. Mr. President, first

I wish to say to the distinguished Sena-
tor from Wyoming that I was not ap-
proaching him to ask him to cease and
desist. I was learning a great deal from
what he was saying this afternoon. As
a former professor of history at the Uni-
versity of Wyoming, he has much to offer

the Senate. Personally I wish to express
my thanks to him for the information
which he has so generously given those
of us who have been in attendance in
the Senate this afternoon.
Mr. President, I suggest the absence of

a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The Chief Clerk proceeded to call the
roll.

Mr. DIRKSEN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MANSFIELD. Mr. President, on
behalf of the distinguished minority
leader and myself, I submit a unani-
mous-consent agreement and ask that it

be read.

The PRESIDING OFFICER. The
unanimous-consent agreement will be
stated.

The Chief Clerk read as follows:

Ordered, That beginning Wednesday, July
11, 1962 after the morning hour during the
further consideration on H.R. 10606, the pub-
lic assistance and welfare bill, debate on
any amendment, motion, or appeal, except
a motion to lay on the table, shall be limited
to 1 hour, to be equally divided and con-
trolled by the mover of any such amendment
and the majority leader: Provided, In the
event the majority leader is in favor of such
amendment the time in opposition thereto
shall be controlled by the minority leader:
Provided further, That there shall be 4
hours of debate to be equally divided on the
substitute of the Senator from Massachu-
setts [Mr. Saltonstall], and there shall be
4 hours of debate to be equally divided on
the substitute of the Senator from Con-
necticut [Mr. Bush] : Provided further, the
Senate shall proceed to vote on a motion to
table the Anderson amendment at 3 p.m.,

Tuesday, July 17. If the motion to table the
Anderson amendemnt should fail, there shall

be a, time limitation of 4 hours debate on the
Anderson amendment. All time shall be
equally divided as provided at the beginning
of this agreement: Provided further, there
shall be 6 hours of general debate on the
bill to be equally divided as previously
provided.

Mr. JAVITS. Mr. President, will the
Senator from Montana yield for a clari-

fying question?

Mr. MANSFIELD. I yield.

Mr. JAVITS. It is understood that
under the unanimous-consent agreement
the 1-hour limitation on amendments
may apply as well to amendments to the
Anderson amendment, notwithstanding
the fact that that is not expressly men-
tioned in the unanimous-consent agree-
ment?

Mr. DIRKSEN. That is correct.
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Mr. CURTIS. Would the 1-hour limi-

tation on amendments apply to all

amendments?
Mr. MANSFIELD. To all amend-

ments.
Mr. CURTIS. Including amendments

hereafter submitted?
Mr. MANSFIELD. Yes.
Mr. KEATING. Mr. President, will

the Senator from Montana yield?

Mr. MANSFIELD. I yield.

Mr. KEATING. Has the junior Sen-
ator from Minnesota IMr. McCarthy]
been consulted with regard to the
amendment which he and other Sena-
tors may propose to the welfare bill,

other than to the medical care portion?
Mr. MANSFIELD. Such amendments

are in order; and the amendment or
amendments of the Senator from Min-
nesota could be brought up. I feel cer-
tain that the proposed unanimous-
consent agreement would be satisfactory

to him, although I have not asked him.
Mr. KEATING. It might require some

discussion.
Mr. MANSFIELD. The leadership

was being as generous as possible, tak-
ing into consideration the needs of in-

dividual Senators.
Mr. KEATING. I do not make any

point about it.

Mr. GOLDWATER. Mr. President,

will the Senator from Montana yield?

Mr. MANSFIELD. I yield.

Mr. GOLDWATER. As I understand
the unanimous-consent request, the Sen-
ate will vote at 3 p.m. on Tuesday,
July 17, on the question of recommitting
the Anderson amendment.
Mr. DIRKSEN. On the question of

tabling the Anderson amendment.
Mr. MANSFIELD. That is correct.

Mr. GOLDWATER. Following that,

there would be 4 hours of debate on the
Anderson amendment. Would that pre-
clude the submission of any other
amendments prior to the 4 hours of de-
bate on the Anderson amendment?
Mr. MANSFIELD. To the best of my

knowledge, it would not.

Mr. GOLDWATER. Would the Sen-
ator definitely say "No"?
Mr. MANSFIELD. I would say defi-

nitely no.
Mr. HRUSKA. Mr. President, will the

Senator from Montana yield?

Mr. MANSFIELD. I yield.

Mr. HRUSKA. The question was
whether the submission of amendments
could be made prior to that time. Could
they be made after that time?

Mr. MANSFIELD. Yes.
Mr. HRUSKA. At any time

?

Mr. MANSFIELD. At any time.
Mr. HRUSKA. Any amendments of-

fered either before or after that time
would be subject to 1 hour's debate?
Mr. MANSFIELD. That is correct.

Mr. DIRKSEN. Incidentally, the ger-
maneness clause is not included in this

request.

Mr. AIKEN. Mr. President, will the
Senator from Montana yield?

Mr. MANSFIELD. I yield.

Mr. AIKEN. I listened to the ques-
tion as to whether other amendments
would be in order. If the Anderson
amendment should be tabled, amend-
ments would not be in order.

Mr. DIRKSEN. Not to the Anderson
amendment.
The PRESIDING OFFICER. Is there

objection to the unanimous-consent re-
quest?
Mr. KERR. Mr. President, as I un-

derstand under the proposed unani-
mous-consent agreement, although
amendments to the Anderson amend-
ment may be pending, at 3 p.m. on Tues-
day, July 17, a vote will take place on a
motion to table the Anderson amend-
ment.
Mr. MANSFIELD. The Senator is

correct
Mr. HRUSKA. Would that vote be on

a motion to table the Anderson amend-
ment as amended at that time?
Mr. MANSFIELD. Yes; it would be

on a motion to table the Anderson
amendment as completed at that time.
Mr. HRUSKA. Namely, at 3 p.m. on

Tuesday, July 17—a week from to-
morrow?
Mr. MANSFIELD. A week from to-

morrow.
The PRESIDING OFFICER. Is there

objection to the unanimous-consent re-
quest? The Chair hears none, and the
agreement is entered.

LEGISLATIVE PROGRAM

Mr. MANSFIELD. Mr. President, I
thank the distinguished minority leader
and his colleagues for their considera-
tion. I thank the distinguished Senator
from Oklahoma [Mr. Kerr], the distin-
guished Senator from New Mexico [Mr.
Anderson], and all other Senators for
their cooperation in bringing about an
agreement which is as near to a settle-

ment as could be reached at this time".

The agreement does not mean that
between now and Tuesday, July 17, the
Senate will be considering only the wel-
fare proposal, HR. 10606. It is antici-

pated that at convenient times other
measures on the calendar will be brought
before the Senate for consideration.
For the information of the Senator

from Oklahoma [Mr. Kerr] and the
Senator from Wisconsin [Mr. Prox-
mire], and with the concurrence of the
distinguished minority leader, I an-
nounce that tomorrow, at an appropriate
time, it is proposed to have the Senate
consider Calendar No. 1593, HR. 11737,

to authorize appropriations to the Na-
tional Aeronautics and Space Adminis-
tration for research, development, and
operation; construction of facilities, and
for other purposes.

Mr. DIRKSEN. Mr. President, will

the distinguished majority leader yield?
Mr. MANSFIELD. I yield.

Mr. DIRKSEN. Of course it is antic-

ipated that if all the time is not utilized

on amendments or substitutes, the ma-
jority leader should be in a position in
which he can set aside the consideration
of that measure and have the Senate
resume the consideration of the satellite

bill or proceed to the consideration of
any other measure, so that the time will

be used to advantage. I believe we have
a thorough understanding in that con-
nection.
Mr. MANSFIELD. I thank the dis-

tinguished Senator from Illinois.

In addition to the National Aeronau-
tics and Space Administration bill, there

is also on the Calendar No. 1631, Senate
bill 3392, to authorize appropriations
for the Atomic Energy Commission in
accordance with section 261 of the
Atomic Energy Act of 1954, as amended;
and there is also on the Calendar the
appropriation bill for the Department
of Health, Education, and Welfare.

Mr. DIRKSEN. Mr. President, will
the majority leader yield again to me?
Mr. MANSIFELD. I yield.

Mr. DIRKSEN. I presume there is

some quandary regarding the possibility
of the taking of votes during the ses-
sion tomorrow, in view of a certain well-
known athletic event which is .to

transpire in the Capital City. I assume
that, other things being equal, there
will be no record votes tomorrow to
disturb the poise and enjoyment of those
who may attend that event.
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time he utilizes coming from the time on
either side.

The VICE PRESIDENT. The Chair
is informed that the unanimous-consent
agreement does not go into effect until

tomorrow.
Mr. SMATHERS. Very well.

PUBLIC WELFARE AMENDMENTS OF
1962

The VICE PRESIDENT. Is there
further morning business? If not,
morning business is closed, and the
Chair lays before the Senate the un-
finished business.

There being no objection, the Senate
resumed the consideration of the bill

(H.R. 10606) to extend and improve the
public assistance and child welfare
services programs of the Social Security
Act, and for other purposes.

Mr. SMATHERS. Mr. President, in

view of the fact that the Senate is now
operating under controlled time, I ask
unanimous consent that the Senator
from Oregon may proceed without the
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PUBLIC WELFARE AMENDMENTS OF
1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child

welfare services programs of the Social

Security Act, and for other purposes.

let's not be stampeded on medicare

Mr. BENNETT. Madam President, no
bill which Congress will consider this

year will have anywhere near the far-
reaching effects of the proposal for

medical care to the aged through social

security. If we abandon the present
system, the Kerr-Mills Act, and sub-
stitute the Anderson approach, we will

be making a permanent and drastic

change in the social security program
which will affect Americans for genera-
tions to come.

I should like to discuss two things to-

day. First is the overall effect of the
social security approach. Second is the
danger of enacting the Anderson
amendment as a result of hasty floor

consideration, without giving this highly
complex and very controversial amend-
ment the benefit of full committee hear-
ings.

Recently, the Senator from New Mex-
ico [Mr. Anderson] told the Senate

—

and I am quoting now from the Con-
gressional Record—that "unless favor-
able action is taken now, health insur-

ance could become a major issue in the
fall elections."

I argue with his selection of the word
"could." The fact is, social security
financing of health care for the aged is

a major issue as of this moment, and it

will be an issue in the fall elections re-

gardless of what happens to the distin-

guished Senator's amendment.
If this were not a major issue, it would

not be for lack of trying. On no other
subject has the administration demon-
strated more forcibly its desire to drive

—

not lead—the Congress.
For months on end, administration

officials have shuttled back and forth
across the United States, lobbying so-

cial security medicine at the taxpayers'
expense. Pamphlets have been pub-
lished on the subject by the Department
of Health, Education, and Welfare.
Cabinet officials have journeyed
throughout the JNTation in order to speak
at rallies organized to campaign for

the King-Anderson bill.

Within the White House itself a spe-
cial unit of government employees was
set up to thump the tubs for the King-
Anderson proposal—through television

and radio scripts, the drafting of adver-
tisements, and the production of press
releases. President Kennedy himself
addressed the Nation in support of this

legislation from Madison Square Gar-
den.
To this concerted effort must be added

the relentless pressure of labor organ-
ized campaigns throughout the coun-
try, the steady pounding of the labor
press and radio stations, the stimulation

of letters to Congress, the employment
of labor leaders as speakers before King-
Anderson rallies, and so on.

PRESSURE ON CONGRESS

All of this campaigning had one pur-
pose: to impress Congress with the polit-
ical rewards or penalties involved in
dealing with this legislation.

Yet, did a groundswell of national sup-
port for King-Anderson develop?

I am convinced that it did not, despite
the calculated oversimplification, hard
sell, distortion, and sometimes untruth
developed in this massive, public rela-
tions campaign. What groundswell de-
veloped was, in my view, largely sny-
thetic. I base that appraisal on the mail
I have received from my constituents
and from the reports I have had from
other Senators.

Letters to Congress more often oppose
the King-Anderson concept than they
support it. Further, when Members of
Congress have polled their districts on
the subject of using the social security
mechanism to provide health care for
the aged, their findings have borne out
my statement.
Some 52 polls had been reported in

the Congressional Record up to and in-
cluding June 23 of this year. Of these,
which included more than 600,000 re-
plies, 33 polls opposed the use of the so-
cial security mechanism and 19 favored
it.

Breaking this down, 334,339 individ-
uals opposed the use of the social se-
curity mechanism; 241,383 favored it;

and the remaining 39,502 had no opin-
ion. Stated in percentages, the tabula-
tion shows 54.4 percent opposed: 39.2
percent in favor; and 6.4 percent with no
opinion.
Excluding those with no opinion, the

percentage in opposition to the use of
the social security mechanism would be
58 percent, with those in favor 42 per-
cent.

Madam President, I ask unanimous
consent to insert the tabulation of these
polls af this point in the Record.
There being no objection, the tabula-

tion was ordered to be printed in the
Record, as follows:

The following report of public opinion
concerning the use of the social security
mechanism to provide health care to the
aged is based on polls conducted by Members
of Congress in their districts and reported
in the Congressional Record during the 87th
Congress, up to and including June 23, 1962.
Where the Congressman has reported 2 polls

concerning this question, the latest poll has
been used. Where the poll has not reported
the number of responses received, the infor-
mation was elicited from the Congressman's
office.

Of the 52 1 polls, which included 615,284
responses, in this tabulation, 33 opposed the

1 Two polls reported in the Congressional
Record are not included in this tabulation.
The question posed by Mr. Mcdonough,

Republican, of the 15th District of Califor-

nia, is such that the support or opposition
to the use of the social security mechanism
cannot be determined. However, Mr. Mc-
donough interpreted the results as being in

opposition.
The question posed by Mr. Avery, Republi-

can of the first District of Kansas, concerned
the financing of medical care by 3 mutually
exclusive mechanisms. The largest single

vote (44 percent) opposed any Federal par-
ticipation in health care for the aged.
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use of the social security mechanism and 19

favored It—334,399 Individuals opposed the
use of the social secvrity mevhanism, 241,383
favored it, and the remaining 39,502 had no
opinion. Stated in percentages, the tabula-
tion showed 54.4 percent opposed the use of
the social security mechanism, 39.2 percent
favored It, and 6.4 percent had no opinion.

If those with no opinion are excluded, the
percentage in opposition to the use of the
social security mechanism would be 68 per-
cent. The percentage of those favoring
would be 42 percent.

While the results of these polls are In

dispute with the recent Gallup poll, they

tend to confirm that poll's finding of a re-

duction in the number of people supporting
the President's plan. Of the 10 Congressmen
reporting polls In 1961 and 1962, the 1962

poll shows an Increase in opposition to the
use of the social security mechanism In 8

districts.

Public opinion on the use of the social security mechanism to finance health care for the aged as tabulated from congressional -polls during
the 87th Cong.

L Alger (Republican), Texas—5th District, O.R.
June 14, 1962, A4427

2. Ashbrook (Republican), Ohio—17th District, June
12, 1961, A4204.

3. Baldwin (Republican), California—6th District,
Mar. 26, 1962, A2281 -

4. Beall (Republican), Maryland—Senator, May 4,

1962, A3317
6. Berry (Republican), South Dakota—2d District,

Mar. 15, 1962, A1985
6. Bolton (Republican), Ohio—22d District, Mar. 6,

1962, A1625.
7. Brademas (Democrat), Indiana—3d District, June

21, 1962, A4707
8. Bray (Republican), Indiana—7th District, June 13,

1962, A4382
9. Broyhill (Republican), Virginia—10th District,

Mar. 21, 1962, A2180.
10. Chamberlain (Republican), Michigan—6th Dis-

trict, Apr. 11, 1962, p. 6916. :..

11. Church (Republican), Illinois—13th District, May
22 1962 A3773

12. Coh'elan ' (Demrcrai5r"Caiiornia—7tn"lDJstact7
June 23, 1962, A4773 -.

13. Collier (Republican), Illinois—10th District, Mar.
29, 1961, A3846

14. Conte (Republican), Massachusetts—1st District,

June 12, 1962, A4299 .....

15. Corbett (Republican), Pennsylvania—29th Dis-
trict, Mar. 15, 1962, A1998 _

16. Derwinski (Republican), Illinois—4th District,

May 14, 1962, p. 7643
17. Devine (Republican), Ohio—12th District, Mar.

29, 1962, A2482.. .....

18. Findley (Republican), Illinois—20th District,

Mar 28 1962 p 4929
19. Fisher' (Democrat), Texas^¥isVDistrictrApr.~ 17,

1962, A2951. -

20. Frelinghuysen (Republican), New Jersey—6th
District, May 24, 1961, A3701

21. Gathings (Democrat), Arkansas—1st District,

May 8, 1961, A3163.
22. Hall (Republican), Missouri—7th District, Apr. 16,

1962, A2905
23. Harvey (Republican), Indiana—10th District,

May 3, 1962, A3286
24. Harvey (Republican), Michigan—8th District,

June 18, 1962, A4533 -

25. Hiestand (Republican), California—21st District,

May 10, 1962, A3476- ........

26. Hosmer (Republican), California—18th District,

June 26, 1961, A4766.
27. Kastenmeier (Democrat), Wisconsin—2d District,

Apr. 19, 1962, A3083

For

1,890

2,019

15,609

336

1,024

8,295

10,811

4,200

4,528

7,800

2,541

10,659

2,700

817

9,856

7,920

1,352

3,395

2,799

4,240

480

2,148

456

1,407

5,400

4,240

1,777

Against

25,760

9,718

6,638

1,608

6,376

6,015

7,429

9,620

10,064

12,200

7,505

6,338

5,310

1,233

7,744

21,780

4,454

6,607

11, 317

3,120

960

8,688

1,387

2,823

10,800

3,280

1,412

No
opin-
ion

350

883

1,752

290

690

760

280

1,408

3,260

1,003

990

600

3,300

511

882

640

60

1,164

72

1,471

1,800

480

28. Langen (Republican), Minnesota—9th District,

May 2, 1962, p. 6957 .

29. Latta (Republican), Ohio—5th District, June 20,

1961, A4669
30. MacGregor (Republican), Minnesota—3d District,

Jan 10, 1962, A4
31. Martin* (Republican), Nebraska—4th District,

July 5, 1961, A6014
32. Mathias (Republican), Maryland—6th District,

June 13, 1962, A4381
33. May (Republican), Washington—4th District,

Feb. 26, 1962, A1382 ....

34. Miller, Clem (Democrat), California—1st District,

Oct. 10, 1962, A8099.: >.

36. MinshaU (Republican), Ohio—23d District, Apr.
18, 1962, A3035

36. Monagan (Democrat), Connecticut—5th District,

Apr. 17, 1962, A2948
37. Moorehead (Republican), Ohio—16th District, June

4, 1962, A4033
38. Ostertag (Republican), New York—39th District,

Apr. 19, 1962, A3067
39. Pelly (Republican), Washington—1st District,

Apr. 11, 1962, A2785
40. Pillion (Republican), New York—42d District,

Apr. 18, 1962, A3001
41. Pirnie (Republican), New York—34th District,

May 15, 1962, A3597 —
42. Proxmire (Democrat), Wisconsin—Senator, Sept. 18,

1961, p. 18, 755. -
43. Rogers (Democrat), Florida—6th District, May 17,

1961, A3482.
44. Santangelo (Democrat), New York—18th District,

May 4, 1961, A3130 T -

45. Schneebeli (Republican), Pennsylvania—17th Dis-
trict, May 1, 1962, A3162.

46. Shriver (Republican), Kansas—4th District, Aug.
1, 1961, A5898

47. Stratton (Democrat), New York—32d District, July
20, 1961, A5539 .. -

48. Toil (Democrat), Pennsylvania—6th District, June
22, 1962, A4731

49. Tollefson (Republican), Washington—6th District,

Apr. 24, 1961, A2748_ _ -
50. Van Zandt (Republican), Pennsylvania—20th

District, Jan. 23, 1962, A412 .

51. Widnan (Republican), New Jersey—7th District,

Aug. 23, 1961, A6630
52. Wilson (Republican), California—30th District,

Sept. 14, 1961, A7252 .

Total .

For

2,178

1,470

4,044

2,240

1,400

7,204

8,330

9,960

957

1,221

2,673

4,042

2,774

4,623

1,202

26,612

3,700

2,200

884

7,070

2,250

7,488

863

7,600

9,800

241,383

Against

6,435

6,530

6,072

16,200

2,440

10,903

7,140

8,900

604

3,828

3,510

4,423

3,389

6,363

798

21,774

1,300

4,300

1,870

2,270

672

3,861

1,731

4,500

9,600

334,399

No
opin-
ion

1,287

1,884

1,400

160

1,362

1,530

1, 120

334

451

515

531

1,048

3,500

145

660

78

351

600

39,602

Mr. BENNETT. Also, Madam Presi-
dent, I ask unanimous consent to insert

the latest Gallup poll entitled "Medicare
Support Drops," taken from the Chicago
Sun-Times, July 1, 1962.

There being no objection, the poll was
ordered to be printed in the Record, as
follows:

Kennedy Medicare Support Drops

(By George Gallup, director, American In-
stitute of Public Opinion)

Princeton, N.J.—In the heated fight over
medical care for the aged, the last few
months have seen a dropoff in public support
for the administration's proposed social se-

curity financing of such health benefits.

Since March, an increased number of
voters have swung over to the belief that
such aid for the Nation's older citizens could
be better handled privately—through Blue
Cross or other forms of voluntary health
Insurance.
The latest Qallup poll indicates that sup-

porters of the public approach still outnum-
ber those who prefer private financing. But
the Nation Is much more evenly divided on
the Issue than it was 3 months ago.

To measure the net Impact of the rival

efforts made recently by administration
forces and by groups like the American Med-
ical Association, Gallup poll reporters re-

peated a question first asked In March:
"Two different plans are being discussed

In Washington for meeting hospital costs for

older persons:
"One plan would. let each Individual de-

cide whether to Join Blue Cross or buy some
form of voluntary health Insurance.
"The other plan would cover persons on

social security and would be paid by increas-

ing the social security tax deducted from
pay checks.

"Which of these two plans would you
prefer?"

In March of this year, a majority backed
the social security approach as follows:

Percent
Social security 55
Private insurance 34
Undecided

, 11

Today the vote divides as follows:

Social security 48
Private Insurance 41
Undecided . . _' 11

Further analysis , reveals the administra-
tion's proposed public financing plan has
lost support among both Republicans and
Democrats, as. well as among independent
voters.

Mr. BENNETT. I am not suggesting,

Madam President, that the Senate should
allow polls to weigh very heavily in its

deliberations on any legislative proposal.

I am citing those polls taken by Mem-
bers of Congress and printed in the
Congressional Record only to show that
the bandwagon psychology of the admin-
istration has not worked. And the
longer this widespread public discussion

lasts, the more the administration posi-

tion loses adherents. The reason for

this is simple: The facts of the matter
are beginning to shine through the arti-

ficially created fog of emotion generated

by the administration and its allies from
the hierarchy of labor.

REASON for bypassing committees

Why, then, are we urged to rush the

Anderson amendment into law? Be-
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cause this variety of social security

legislation is rapidly losing public sup-
port and has never attracted congres-
sional support from those who have
studied it. And why has this effort been
made to circumvent the Senate Finance
Committee to prejudge the findings of

the House Ways and Means Committee,
to usurp the right of the House of Rep-
resentatives to initiate all tax legisla-

tion? Because the supporters of the
administration position know that rea-

son, based on facts, would inevitably

prevail if the proper procedures for leg-

islating were followed.
Mr. Maurice H. Stans, former Director

of the Budget and a highly respected

public official, wrote a very pertinent

column on the health care for the aged
controversy. It is worth reading at this

point.
MAURICE STANS ARTICLE

Under the headline "Our Changing
Economy—Emotionalism Fogs Medical
Care Issue," Mr. Stans wrote in a syndi-

cated column appearing in the Times-
Mirror of Los Angeles in late January
1962, and I ask unanimous consent that
it may be inserted at this point in the
Record.
There being no objection, the article

was ordered to be printed in the Record,
as follows

:

Our Changing Economy—Emotionalism Fogs
Medical Care Issue

(By Maurice H. Stans)

President Kennedy has repeated his re-

quest to the Congress to write a new law
putting medica"l care for the aged under so-

cial security. It is likely to be one of the
hottest and least understood issues in the
current session.

Ever since medical care for the aged be-
came a political issue early in 1960, it has
generated an atomic lot of heat and a min-
imum of reality. Even today many people
wrongly seem to believe the issue is medical
care or no medical care. This is the result
of another case of undue emotionalism in
Washington—a surge of sympathy mis-
directed toward an excess of government.
There are no facts or figures, of course, a

to how many people there are over 65 who
need and want medical or hospital care and
don't get it. Whatever their number, no
one in this enlightened country wants any-
one to suffer from that lack. The problem
has been, and is, how to find the most sens-
ible way to see that they don't.
We do know some facts. There are

nearly 17 million people over 65. A large
proportion of them are not medically indig-
ent. Those over 65 account for 9 percent of
our total population, and, despite the retire-
ment majority, they still receive 8 percent of
all personal incomes.

More than half of those over 65 have
coverage under some form of health insur-
ance, and the number is increasing rapidly.
Millions more are safeguarded by their own
wealth, the resources of their families, and
services of local welfare and church agencies.
Other millions are assured of present or
future benefits by their rights and privileges
under veterans' benefit programs. The num-
ber without adequate health protection is

proportionately small. It will grow even
smaller as those now under 65 and holding
an even greater degree of coverage of their
medical needs move into the over-65 bracket
with retirement protection.

kerr-mills bill

Under these conditions, the White House
and Secretary Plemming in 1960 developed a
plan that would fill the medical gap, what-
ever it might turn out to be. Under it, the

provision of medical and hospital services

to all those In need of assistance would be
left to local communities. The State would
advance the cost, and Washington would
pick up 50 to 80 percent of the bill, variable

according to the wealth of the States.

Depending on the scope of the benefits

covered and the estimates of numbers of

beneficiaries, the Federal Government's share
would be something over $200 million in the
first year of the program and about $400 to

$500 million in later years. And it was ac-
cepted that under a widespread program like

this, these costs would include a fairly

substantial amount which would not repre-
sent new protection but merely a transfer of
responsibility from existing sources to the
State and Federal Governments.
With some changes, the Flemming plan

was enacted as the Kerr-Mills bill in the
1960 session of the Congress. It is now in

operation in 26 States and a dozen others are
moving toward it. Unfortunately, the con-
tinued agitation for a more expansive plan
under social security has slowed up action in

some States. But there is no evidence that
the present program is inadequate.

no test of need applied

The social security proposal is entirely dif-

ferent in a fundamental way. It applies no
test of need and gives everyone over 65, re-

gardless of wealth, income, or other means,
the vested right to submit medical and hos-
pital bills to Washington to be paid. The
cost would be paid by another increase in
social security taxes, already scheduled to
rise to 9'/4 percent by 1968, to be shared
equally by working people of all ages and
their employees. The total annual cost of

this plan has been estimated to be from $1.5

to $2.5 billion at the start and rising in later

years to $5 billion or more.
I have never been able to understand why

the social security way would make sense, or
why any workingman would support it. It

would multiply the tax collections and pay-
ments for medical care eightfold, tenfold,
only to provide added funds to give to those
who didn't need them.

It would, in other words, set up a program
that benefited 8 or 10 people for every 1 that
needed help. To cite an extreme, it would
cover payments to the Fords, Rockefellers,
Morgans, Harrimans, and other wealthy indi-
viduals over 65. It would mean that work-
ing men and women would dig up taxes to
cover such expenses for Maurice Stans when
he reaches 65 and for millions of others who
ought to meet their own bills. It would
double the social security bureaucracy,
which now has 32,000 employees and a vast
forest of electronic machines.

THREE MILLION UNPROTECTED

Despite this, it would fail to protect 3 or
4 million people over 65 who are not eligible
for social security. And the program, I feel
sure, would not stop at age 65. Let's not
deceive ourselves. Within a year or so after
it were operative, the drive would begin to
lower the age qualification, especially since
the taxes would be paid by younger em-
ployees, and the pressure could continue un-
til everyone was covered. And certainly the
administrators of the funds would have to
fix limits and standards on the kind of
medical care and hospital services that would
qualify.

By degrees we would move into a socializa-
tion of medical and hospital practices. I

can understand why the medical profession
does not want this, and, with the ever-
increasing cost experience of Britain and
other countries as evidence, we should be-
ware of it here.
Putting medical care for the aged under a

mandatory social security program would be
the beginning of the largest single step we
could take toward government paternalism
and the centralized state. If we want to pre-
serve our personal pride, our sense of char-
acter and responsibility, our freedom of

choice and decentralized government, we
ought to oppose this to the fullest. And no
one will suffer, because the machinery al-

ready in law will take care of everyone who
needs help at a lot less co6t to the taxpayer.

Mr. BENNETT. I concur with Mr.
Stans—the machinery is already in law
to take care of everyone who needs help
at a lot less cost to the taxpayer. I was
privileged to vote, with a majority of

th.e Senate, in favor of the Kerr-Mills
law; and it was similarly my privilege

to work side by side with the dis-

tinguished senior Senator from Okla-
homa within the Finance Committee
where the Kerr amendment was shaped
and written.
Why should not the Kerr-Mills law

be given a chance to work?
Let us put aside controversy for the

moment and identify one general area
of agreement.
Both sides of the aisle have recognized

the need to help our older people finance
the costs of their health care, and have
moved to meet that need.
We may be at odds on method. We

are not at odds on the need to act
effectively and wisely.

We are not here to create campaign
issues but to discuss workable solutions
to a human problem. It is my conviction
that such workable solutions have al-

ready been found through voluntary
health insurance, assistance programs,
the contributions of individual citizens,

and the Kerr-Mills law itself.

To cast these aside without fair trial

is to act rashly.

SUMMARY OF KERR-MILLS LAW

Let me summarize the main provi-
sions of the Kerr-Mills law. It made
three basic changes in the existing old-
age assistance program, which is cov-
ered by title I of the Social Security Act.
These changes were made in order to en-
courage the individual States to improve
and extend medical services for the
aged.
The effect of the Kerr-Mills law was

threefold

:

First. It increased Federal funds to the
States in order to provide medical serv-
ices for the 2,400,000 older persons cov-
ered under the old-age assistance
program.

Second. It provided Federal grants-
in-aid to States for payment of part or
all of the medical services required by
aged persons with low income.

Third. It instructed the Secretary of
Health, Education, and Welfare to de-
velop guides, or recommend standards,
for the use of States in evaluating and
improving their programs of medical
services for the aged.

In its previous form, title I of the So-
cial Security Act provided Federal funds
to the States for medical services to
those of the aged determined to be in
need by the individual States. In turn,
the States gave those needy older people
cash to pay for the medical services they
required, or made payments to those who
supplied the medical care—that is, the
physicians, the hospitals, and the nurses.
Such programs varied widely, State

by State, under the old law.

The Kerr-Mills law changed this by
increasing the extent of Federal partici-
pation, thus giving strong encourage-
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ment to the States to extend compre-
hensive medical services covered under
the old-age assistance program.
The Kerr-Mills law further provided

Federal grants to the States for payment
of all or part of the cost of medical serv-
ices required by those older persons with
low incomes.
Participation in this Federal-State pro-

gram is optional with the States, and
each State may determine the extent
and character of its own program, in-
cluding standards of eligibility and
range of benefits.

While the Federal Government made
funds available to the States for the
medical care of those on old-age assist-

ance, prior to passage of the Kerr-Mills
law, it limited Federal participation to a
stated statutory proportion of average
assistance expenditures. The maximum
allowed under the old law was $65 per
person per month.
The Kerr-Mills law as amended made

additional Federal funds available to the
States of up to $15 per month in addi-
tion to the existing $65 maximum.
The Federal share of the program

ranges from 50 to 80 percent, depending
on the per capita income of the State,
when the State's monthly average pay-
ment is over $65. When the State's aver-
age monthly payment is under that fig-

ure, the Federal share is set at 65 to 80
percent.
The effect of amending title 1 was to

make it clear that the States could ex-
tend their existing programs to cover
the medically needy. The States were
not only given the incentive to establish
such programs where they did not then
exist, but to extend programs inadequate
in coverage and increase the scope of
benefits they were then providing.

Finally, the Kerr-Mills law provided
that the State standard for determining
the need for medical assistance could be
broadened substantially under the terms
of the law and need not be the same
standard as that for determining need
for assistance payments.

Here, then, was the structure for help-
ing every aged person in need of help,
whether on old-age assistance, on social

security, or on neither. So long as a
need for medical care existed, the State
could move to meet that need within a
flexible, adaptable plan.

KERR-MILLS PROVIDED INCENTIVES TO STATES

It goes without saying that the Kerr-
Mills law offered great incentive to a
number of States with an acute problem
of needed medical care for the aged.
Prior to its passage, those States with
less than the national per capita income
had experienced great difficulty in get-
ting such programs underway. But un-
der the new law, it became possible for
a low-income State to inaugurate a
medical care program for its older people
on the financing basis of $1 of State
money to $4 of Federal money.
The question arises. How successful has

the Kerr-Mills law been thus far?
In less than 2 years, the Kerr-Mills

law has made astonishing strides. To
the best of my knowledge, it is being
implemented as fast as, if not faster

than, any previous Federal-State match-
ing program ever devised.

The following have initiated medical
care under old-age assistance since Kerr-
Mills became law

:

Alabama, Alaska, Arizona, Georgia,
Kentucky, Mississippi, South Dakota,
Texas, Guam, and Puerto Rico. Dela-
ware is also initiating such care, but has
not yet set an effective date for the pro-
gram to begin.
Medical care programs that were al-

ready in existence have been expanded
in Arkansas, California, Connecticut,
Florida, Hawaii, Idaho, Indiana, Iowa,
Louisiana, Maine, Maryland, Michigan,
Missouri, Nevada, New Mexico, North
Carolina, Ohio, Oklahoma, Pennsylvania,
Tennessee, my own State of Utah, Ver-
mont, Virginia, Washington, West Vir-
ginia, Wisconsin, the District of Colum-
bia, and the Virgin Islands.
Programs have been adopted for the

medically indigent under the medical
assistance to the aged facet of the pro-
gram and are now operating in Alabama,
Arkansas, California, Connecticut, Ha-
waii, Idaho, Illinois, Kentucky, Louisi-
ana, Maine, Maryland, Massachusetts,
Michigan, New Hampshire, New York,
North Dakota, Oklahoma, Oregon, Penn-
sylvania, South Carolina, Tennessee, my
own State of Utah, Washington, West
Virginia, Guam, Puerto Rico, and the
Virgin Islands. Vermont's medical as-
sistance to the aged program is expected
to be in operation this month. Georgia
and Iowa enacted programs in 1961 but
have not yet acquired the funds to put
those programs in operation.

FORTY-SIX STATES PARTICIPATE

Summing up, 46 States, territories,

possessions, and the District of Colum-
bia have now taken advantage of one
or both facets of the Kerr-Mills law.
Arizona and Delaware, which have now
initiated old-age assistance medical care
programs, already had excellent assist-

ance programs at the local level which
included medical care, so they will build
upon a solid base.

I submit, Madam President, that this

is not the record of failure. Indeed, it is

a record of solid accomplishment.
Essentially, the medical assistance to

the aged program is similar to other
public assistance programs, but there are
several important differences. All pub-
lic assistance programs have, as their

main purpose, the provision of help to

a specific group to the degree that such
a group needs help. Programs of this

sort are administered by the individual
States, with Federal financial participa-
tion being based on per capita income;
and eligibility standards and the amount
of help to be given are left to the States
themselves.
The major difference between medical

assistance to the aged and other public
assistance programs is that medical as-
sistance to the aged was set up to provide
Federal funds only for medical and an-
cillary services. The other differences

are minor, but worth noting: the provi-
sions prohibiting a set length of resi-

dence in the State for eligibility; the
provision that residents temporarily ab-
sent from the State be taken care of;

the requirement that all counties within
the State implement the program; and
the requirement that both institutional

and noninstitutional care be included
in the State plan.

Yet potentially, depending upon the
degree to which the States use it, the
Kerr-Mills medical assistance to the
aged program provides a mechanism for
financing whatever health services are
needed for any person over 65 years of

age who cannot pay for them himself.

PLAN IS FLEXIBLE

Most important, the plan is flexible

enough to strike a balance between the
individual's medical needs and his ability

to pay for care—and still not waste tax
moneys on the one hand, or destroy the
individual's ability to support himself
after his treatment has been completed
on the other.

As of the moment, some States have
set up programs providing a comprehen-
sive range of health services and elastic

standards of eligibility under which the
cost of services required is weighed
against individual income. Other States
have comprehensive services but more
rigid eligibility requirements. Several
States provide relatively few types of

services but have set their eligibility

regulations more broadly. And there are

some States, admittedly, in which
eligibility requirements are set strin-

gently and services are likewise limited.

Thus, despite the record of success

compiled by Kerr-Mills during its brief

period of operation, the program has
still not reached its potential. That does

not mean, Madam President, that this

potential cannot, or will not be
achieved—given a little more time, and
a little more encouragement.
The latter, let me point out, has been

notably lacking.

Let me go further: Concerted efforts

have been made to sabotage the pro-

gram's success.

SABOTAGE OF KERR-MILLS

Ever since Congress passed the Kerr-
Mills law, it has been disparaged by the

very people who seek to force social secu-

rity medicine down our throats. They
have called medical assistance to the

aged a program to pauperize the aged
when its purpose and effect have been to

prevent pauperization; they have said

medical assistance to the aged was un-
wieldy administratively, while pointing

with pride to the bureaucratic nightmare
that social security medicine would be-

come; and they have referred to medical
assistance to the aged as a pork barrel

while rolling out the succession of bar-

rels that would accompany passage of

King-Anderson type legislation.

I ask the Senators to consider the de-

gree of success Kerr-Mills would now en-

joy if the Department of Health, Educa-
tion, and Welfare had devoted as much
time and energy to its- support as the

Department has devoted to downgrading
the program and hawking the .adminis-

tration-backed substitute?

If I have heard the statement once, I

have heard it a hundred times: "The
States don't have enough money to

match the Federal funds granted under
Kerr-Mills."

From this, it must logically follow—or

so these people suggest—that the Fed-

eral Government can provide the only
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solution through use of the social secu-

rity mechanism.
I shall discuss the Anderson amend-

ment in detail a little later. Madam
President. For now I would simply like

to point out that this amendment does

not cover either mental hospitals or

tuberculosis hospitals, which constitute

the greater part of any State's hospital

expenditures and which are supported

by tax dollars raised within the State.

So much for the plight of the States as

the proponents of this legislation seek

to alleviate it.

The question arises of why the admin-
istration has applied the brakes instead

of the accelerator in getting Kerr-Mills
into high gear? The answer is plain:

The more successful the Kerr-Mills law,

the more chances diminish of passing a
King-Anderson bill in an atmosphere
charged with ersatz panic and bogus
emotionalism.
In addition to the campaign against

Kerr-Mills, we have also been subjected
to a barrage of propaganda to the effect

that medical assistance for the aged
would be outmoded by passage of some
old age and survivors disability insur-
ance oriented program like the Ander-
son amendment. And make no mistake
about it, the propagandists warned, pas-
sage was inevitable—just a matter of
time.

Is it any wonder that many States
were reluctant to devote State funds to
a program which seemed doomed to be
superseded? Can the States be blamed
for listening to Federal officials who
presumably knew what they were talk-
ing about?

STATES PROCEED DELIBERATELY

Of course some of the States dragged
their feet.

While I do not have the specific in-
formation, I understand that authorities
in the State of Vermont adopted the
Kerr-Mills program and turned the ad-
ministration of the program over to a
State official, saying to him, "From now
until the time the legislature again
meets, you are personally and solely re-
sponsible. You can decide what the
benefits will be. You can decide what
the qualifications can be. You are free
to change your program from day to
day or from week to week." That pro-
cedure was adopted on the theory that
by so doing, when the legislature did
meet again, they would have had suffi-

cient experience to write a successful
bill.

Other States moved cautiously out of
laudable fiscal restraint. Still others
regulated their pace to the speed with
which information could be gathered on
a number of unknown quantities. How
many of the aged needed help? What
sort of help did they need? It is no
wonder that State legislatures, especially
those inexperienced in the area of state-
wide vendor payment medical care pro-
grams, proceeded deliberately.
And yet, despite all of these factors,

the Kerr-Mills law has moved ahead
faster than did the medical vendor plan
during a comparable period following its

enactment in 1950.
I submit, Madam President, that in

view of the pressures against the rapid

implementation of the Kerr-Mills law,

its success has not only been astonishing

but demonstrative of the program's
strength.
To those who attack the law because

of its alleged administrative short-
comings, I would reply that it is impos-
sible to attack the administrative mech-
anism at the Federal level without also

damning all other Federal grant-in-aid
programs. To attack the administra-
tive mechanism at the State level—which
was done, by the way, long before many
of the States had even decided on what
administrative plan they would adopt

—

is equally ridiculous. This program is

no more difficult to administer than any
other statewide aid program. I will go
further: With all of the flexibility

allowed the States under this law, ad-
ministration should be simpler than
that of other public assistance programs.
Can the States afford to implement

Kerr-Mills? No, say the proponents of
the Anderson amendment. But the
States can afford social security medi-
cine. To this spurious argument I can
only reply with the old-fashioned obser-
vation that all the money spent by the
Federal and State governments comes
from the same place—the pocket of that
harassed, put-upon, ofttimes forgotten
man, the taxpayer.

PAUPER'S OATH ARGUMENT NOT VALID

I should like to comment on what may
be the most nonsensical argument used
against the Kerr-Mills law and in sup-
port of the social security approach. It

is the argument against the means test

—

the "pauper's oath," as it is sometimes
called. The "pauper's oath"—always
surrounded by quotation marks, whether
spoken or written—is "degrading" and
carries a "stigma."
These are words of high semantic in-

tensity, chosen carefully to obscure
meaning and cause the adrenalin to flow.

No one wants to be pauperized, degraded,
or stigmatized, Madam President.
Therefore, everyone should be in favor
of using old-age and survivors disability

insurance as a financial mechanism and
consigning the Kerr-Mills law to the
nethermost regions, along with child la-
bor and the 60-hour week.

I should like to make it clear to the
Senators that I am four-square against
degradation, unalterably opposed to the
pauper's oath, entirely against the im-
position of stigma, and perfectly in fa-
vor of the means test.

I see no contradiction in that state-
ment.
The means test came into being as a

method whereby the people's taxes could
be conserved for use where they were
most needed. If, in the process of dis-
charging this fiscal responsibility, some
few of the States may have set up means
tests which affront the individual's
pride, there is nothing in the Kerr-Mills
law to prevent those States from re-
vising their procedures for determining
eligibility for assistance.

It is not the means test itself which
is degrading; it is the manner in which
the means test is sometimes applied.
We are, after all, dispensing tax-sup-
ported aid. We must do so based on a
knowledge of the applicant's resources

and need—or turn every assistance pro-
gram into a bonfire fed by tax dollars.

Old-age assistance requires a means
test for the needy aged who need money
to buy food, clothing, and shelter, and
who must have medical care provided
for them.

Aid to dependent children, aid to the
blind, aid to the permanently and totally
disabled—all require means tests.

The Public Housing Administration
provides low-rent housing for persons of
low income, which involves a means test.

Similarly, the Secretary of Agriculture
must invoke a means test in determining
what farmers can obtain financial as-
sistance in building, improving or re-
pairing their farm dwellings and out-
buildings.
The school lunch program involves a

means test. "Veterans' pensions are based
on the veteran's annual income—

a

means test again. Veterans' widows and
children receive compensation on the
basis of need—a means test.

There has been no outcry that I have
ever heard about the means test re-
quired for non-service-connected care in
Veterans' Administration hospitals.

And is not a means test involved in
reducing or withholding payments under
old-age and survivors disability insur-
ance to beneficiaries who earn more than
a specified amount each year.

For that matter, does not the King-
Anderson bill provide a means test by
automatically labeling every person over
65 as a medical indigent?
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PUBLIC WELFARE AMENDMENTS
OP 1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.

OTHER EXAMPLES AVAILABLE

Mr. BENNETT. Mr. President, I

could go on indefinitely with other exam-
ples—like the programs to provide as-
tance to old, disabled, or indigent
Indians; like our surplus food programs;
like our maternal and child health serv-
ices; like our programs for crippled
children; like our National Defense Edu-
cation Act loan program, under which
student loans are granted on the basis
of need.

I believe, however, that I have made
my point: in government or in private
life, we help those who need our help

—

and neither give nor force our tax or
philanthropic dollars on those who are
not in need of them.
There is another reason why I favor

the Kerr-Mills law and find it sound.
The funds for this program are de-

rived from general revenue, to which the
entire taxpaying population contributes
according to its ability to pay. Contrast
this with the payroll tax called for under
the Anderson amendment and similar
proposals. Under such a social security
taxing mechanism, according to the De-
partment of Health, Education, and
Welfare, some 40 percent of the national
income would make no contribution to
the fund.
In other words, the burden would fall

heaviest upon those taxpayers earning
$5,200 or less a year; and a man earning
$5,200 a year would pay the same tax
as a man earning $52,000 a year. To
compound that inequity, the health serv-

ices provided in the amendment would
be furnished to the elderly with no con-
sideration given to their ability to pay
for them. Millions of older people can
pay the costs of their health care and
are doing so now in a wide variety of
ways. Why, then, should younger work-
ers assume this unneeded burden? Why
should young families, during the period
of maximum expense when there are
mortgages to meet, children to clothe
and feed, insurance to keep up, college

educations to be financed, savings to be
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accumulated, assume the expense of

health care for millions of older people
who do not want it and have not asked
for it?

THE PRESENT SOCIAL SECURITY DILEMMA

Mr. President, the social security pro-
gram already faces some very serious
problems, resulting from the built-in im-
balance in the system. U.S. News &
World Report for July 2, 1962, had an
excellent article pointing out some of
the inequities of the present system and
some of the fiscal problems facing the
social security system.
As pointed out in this article, the

social security commitment for today's
workers is $624 billion. The fund now
has only $22 billion. Taxes paid in by
present workers and their employers
will total an estimated $282 billion. This
leaves a gap of $320 billion which must
come from somewhere; and the only
place it can come from is the social

security taxes paid by the children and
granchildren of present-day workers.
In other words, social security is a real

bargain for those who are receiving
benefits today; but in a few years every
worker will be paying in much more than
he can expect to get out, in order to pay
for the benefits being paid out today.

If that is not the case, we will go on
stretching the burden further and fur-
ther into future generations. This situ-
ation is a result of the unwillingness of
Congress to keep the social security pro-
gram fiscally sound. Congress has been
too willing to buy votes by making
changes in social security benefits which
just were not financially feasible.

We must not compound the mistakes
of the past by making similar mistakes
today. Those who say that participation
in the social security medical care pro-
gram will establish a right based upon
the money the participant has paid in
are misleading the public. The benefits
will bear no more relationship to partici-
pation than is the case with the present
system, and we will be saddling our
future generations with a terrible bur-
den, one which may threaten the de-
struction of the social security system
itself.

It is unthinkable that Congress would
approve so unsound a program when a
far more equitable system—the Kerr-
Mills law—already is in existence.
Mr. President, because the U.S. News

& World Report article is so significant,
I ask unanimous consent that it be
printed at the conclusion of my remarks.
The PRESIDING OFFICER. Without

objection, it is so ordered.
(See exhibit 1.)

Mr. BENNETT. Mr. President, we in
Utah have had MAA since our State leg-
islature passed the public assistance act
of 1961. Our State department of pub-
lic welfare initiated the program nearly
a year ago to the day—on July 1, 1961.
The legislation passed in Utah allowed

the department of public welfare to ex-
ercise its discretion in establishing rules
and regulations pertaining to eligibility

and the expenditure of funds in accord-
ance with the Federal program.
Rather than to leap blindly into a new

plan with which we had no previous ex-

perience, we in Utah launched our MAA
program on a relatively modest basis.

Benefits were limited to physicians' and
hospital services, and eligibility was re-

stricted to State residents over 65 with
limited resources.

How limited could those resources be?

We set the net value of liquid assets at

$1,000 or less for a single applicant, or

$2,000 for a couple or family. We set

the net value of other personal or real

property at $10,000 or less, not includ-

ing a home owned and occupied, or a
necessary automobile. We set the
amount of net income at $110 a month
for single applicants and $170 a month
for married couples.

It was further provided that the re-

cipient would have to pay the first $20

per quarter or 90-day benefit period for

any physician's services, and the first

$50 for inpatient hospital admission.

The department then undertook to pay
all amounts in excess of these deductible

factors.

In other words, Utah designed its pro-

gram to take care of major medical or

catastrophic medical expenses.

Now all of this sounds like a very mod-
est start. But as experience was devel-

oped with the program, we broadened
our benefits.

By December 1, 1961, the public wel-

fare commission had authorized the

payment of nursing home care under
MAA, and the payment of drug bills up
to $15 a month for individuals in nursing

homes.
By April 1, 1962, we had eliminated

the $20 deductible for physicians'

services.

And as time went on, we also discov-

ered that our administrative costs were
running far less than anticipated. MAA
is now 1 year old in Utah.
Let me now read to the Senate, with

considerable pride, this recent report of

further progress. It appeared in the

Deseret News of June 1.

State Plans To Triple Aid to Aged—Medi-
cal Program To Ease Eligibility, Boost
Outlay

(By Clarence Barker)

The joint State-Federal program of pro-

viding medical assistance to the aged
(MAA) In Utah will be accelerated by ap-
proximately three times its present cost, be-
ginning July 1.

Ward C. Holbrook, State welfare commis-
sion chairman, announced Friday that the
payments, after that date, will be liberalized

and eligibility requirements will be lowered.
The MAA program is intended primarily to

aid persons over 65 years of age who are un-
able to qualify for old-age assistance (OAA)
because of their incomes, but who are still

unable to pay for adequate medical service.

AMA ENDORSEMENT
The program is endorsed by the American

Medical Association and other groups.
Utah is one of 27 States which enacted

legislation to implement the Federal
program.
"Although the Utah program has been in

operation since last July, relatively few of
our estimated 65,000 persons over 65 have
taken advantage of it," Mr. Holbrook said.
During the 10 months, which ended April

30, only $400,000 In State and Federal funds
had been spent on the program.
The liberalized program to begin July 1

will increase costs approximately three times.

TRANSFERRED TO MAA
In recent months, needy aged persons in

nursing homes, which are qualified to give

medical services, have been transferred from
old-age assistance to MAA, thus relieving a
stringency in OAA.
Changes in the program will be as follows:
Persons over 65 with monthly Incomes of

less than $125 per person or $200 per couple
may qualify. The previous ceilings were
$110 and $170 respectively.

Deductible factors requiring those receiv-
ing help to pay the first $20 of doctors' fees
and the first $50 of hospital costs will be
eliminated. Thi3 means that persons quali-
fying will not have to pay any portion of
the costs of doctors' services or hospi-
talization.

OTHER FUNDS
The welfare department will pay for

needed drugs up to a maximum of $15 a
month and for dental care and eye care, in-
cluding purchase of glasses and dentures.

Mr. Holbrook said the 1961 legislature ap-
propriated $1 25 million for MAA which made
available $2.3 million Federal matching
money, for a total of $3.55 million State and
Federal money.
The program as now planned will cost $2.4

million for the 2-year period, ending June
30. 1963.

In other words, Mr. President, there
is still opportunity for further liberaliza-
tion.

I have only one further comment to
make on the Utah experience, Mr. Presi-
dent.

MANY STATES MAKE HASTE SLOWLY
It indicates to me that many States

are, like Utah, making haste slowly. If
our experience is significant, and I sus-
pect it is, the financial need and ill

health of the aged have been violently
exaggerated.

, Of the estimated 65,000
persons eligible for help under Utah's
MAA program, relatively few have taken
advantage of that help. It is my con-
viction that there can be only one major
reason for this: Most of those 65,000
people are self-sustaining until serious
illness strikes. When that happens, Utah
stands ready to help. But for the great
majority of our older people, the need
for help arises less often than the Na-
tion has been led to believe by those who
support social security health care.

One of the main reasons for this is

the increasing ability of private health
insurance to cushion the financial shock
of illness.

It is a longstanding principle, Mr.
President, that government should act
only when private resources and initia-

tive have failed to meet a public need.
It is therefore germane, at this point,
to inquire how well private resources are
doing.

The answer is reassuring. As of the
middle of last year, 53 percent of all

persons 65 and over were protected by
some form of voluntary health insurance.
I realize that some will immediately re-
spond to this figure by pointing out that
47 percent are therefore without insur-
ance protection—for, while the optimist
will say the bottle is half full, the pes-
simist will say the bottle is half empty.
But the fact that 53 percent of the

aged have health insurance has more
meaning than this figure alone would
suggest. We must think of that figure
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in terms of the growth it represents.

The truth is that the amount of health

insurance owned by the aged is growing
at a faster rate than the rate at which
the insurance owned by the population

as a whole is growing. This can readily

be appreciated when it is remembered
that only 26 percent of persons 65 or

over had health insurance of any kind
in March of 1952. By contrast, 59 per-

cent of persons of all ages were covered

as of 1952, while 74 percent, or more
than 135 million people, were covered

as of the end of 1961.

This means, then, that while cover-

age for the number of persons of all ages

rose 15 percent from 1952 to 1961, cov-

erage for our aged citizens showed an
amazing jump of more than 50 percent.

And while the percentage figure has
doubled, the number of persons covered
has tripled—from 3 to 9 millions.

Furthermore, some 25 to 30 percent
of the aged are not in the market for

health insurance because their health
care is provided through old-age assist-

ance programs that predate the Kerr-
Mills bill. We can therefore conclude

—

with considerable safety—that 70 per-
cent of the aged who want voluntary
and Government health insurance now
have it.

PERCENTAGE WITH INSURANCE INCREASING

We can also conclude that this per-
centage will increase in the years ahead.
The Health Insurance Institute of

America estimates that by the end of

1965, 80 percent of the aged needing and
wanting protection will be insured. The
figure is expected to climb up to 90 per-
cent by 1970.

Why, then, is it sensible to adopt such
permanent methods as the Anderson
amendment to a problem which is tem-
porary in nature? Again, I must reply
that the unseemly haste with which we
are urged to pass such legislation—lest
it become an issue in the fall election, to
quote the distinguished junior Senator
from New Mexico—is because if this

measure is not passed soon, any justifica-

tion for its consideration will evaporate
before its proponents' eyes.

The extent of the growth of voluntary
insurance and its availability to the aged
at a reasonable cost are borne out by a
recent publication of the Health Insur-
ance Institute, entitled "Guaranteed
Lifetime Health Insurance: For Persons
Over 65; For Persons Under 65."

This report shows that more than 80
insurance companies are now providing
a total of 157 health insurance plans
and policies for persons in or near re-
tirement.

RECENT DEVELOPMENTS

Furthermore, Mr. President, some of
the recent developments in the health
insurance field are well worth noting:

First. There are now mass enrollment
programs under which guaranteed re-
newable coverage is offered to anyone 65
or over, regardless of his present or past
condition of health. Almost a million
aged persons have enrolled in these pro-
grams within the past 3 years.

Second. Many companies are now
offering guaranteed renewable policies to
those over age 65, with benefits as high
as $10,000 and coverage for in and out

of hospital expenses—including the costs

of physicians, drugs, and private-duty
nurses.

Third. Those now retired are eligible

to enroll in group plans. An example of

this is the group plan issued to the
American Association of Retired Persons.

Fourth. The Connecticut age 65 plan
breaks new ground. It is issued by a
group of insurance companies under
special State legislation actively sup-
ported by the companies involved. Two
coverages are available, the higher pro-
viding $10,000 maximum major medical
benefits. Enrollment is open to all, re-

gardless of past or present health status.

It is significant that other States have
passed, or are now considering, bills of a
similar nature.

Fifth. Increasingly, group health in-

surance plans are being written or
broadened to continue coverage after

retirement. Often the employer pays
part or all of the cost of the retiree's

benefits under these group programs.
Sixth. A nationwide Blue Shield pro-

gram of surgical and medical care
benefits has been developed for all per-
sons over age 65, at an estimated cost of

about $3 a month a person.
The important thing is that voluntary

health insurance is contributing solu-

tions to the problem of cushioning our
aged population against the financial

shocks of health care. The healtt> in-

surance industry is a dynamic, creative

partner of the Federal and State Govern-
ments; and it is developing the answers
within the free-enterprise system.
A byproduct of the great strides being

made by the insurance industry is, per-
haps, even more important in terms of

the future. I am speaking, Mr. Presi-

dent, of the ever-increasing number of

Ameircans who will own adequate
health policies when they move into the
retirement years.

HEALTH INSURANCE PROGRESS

To give the Senate an idea of how vast
the Nation's progress in the health in-

surance field is, I ask unanimous con-
sent to have printed in the Record at

this point an article from the Health In-
surance News of June 1962.

There being no objection, the article

was ordered to be printed in the Record,
as follows:

More Than 135 Million Persons Have
Health Insurance; Benefit Payments
Topped $6.3 Billion in 1961

More than 135 million Americans—74 per-
cent of the civilian population—had some
form of health insurance at the end of 1961,

the Health Insurance Council said today in
reporting on its 16th annual survey of the
extent of voluntary health insurance cov-
erage in the United States. The survey is

based on reports from insurance companies,
Blue Cross-Blue Shield, and other health
care plans.

The council said both the number of per-
sons covered, and the amount of benefits
paid by health insurance reached new highs
last year. Coverage increased 3.1 million
during 1961 to reach a total of 135,042,000.

Benefit payments by all health insuring
organizations to help cover the cost of hos-
pital, surgical and medical care amounted
in 1961 to more than $5.4 billion, up $600
million over 1960, said the council. In addi-
tion, persons with loss-of-income policies

received $855 million in benefits from insur-

ance companies to replace Income lost

through disability.

Thus, a grand total of $6,329 million In
health insurance benefits were distributed
during 1961, up 11.3 percent over 1960, said
the council.
The HIC, a federation of eight insurance

associations, said that based on early trends
for 1962 It estimated that as of June 1, 1962,
some 136 million persons had hospital ex-
pense insurance, 126 million had surgical
expense insurance, 94 million had regular
medical expense Insurance, 36 million had
major medical expense insurance, and 43 5

million were insured against loss of Income,
or had some other formal sick leave pay
arrangement.
The council said these figures also revealed

the breadth of health insurance protection
which Americans have. The organization
said that as of June 1, 93 percent of persons
with health insurance had both hospital and
surgical expense insurance, and 69 percent
had hospital, surgical and regular medical
expense insurance, the last of which helps
pay for doctor visits for nonsurgical care.

Five years ago, the figures were, respectively,
88 and 58 percent, said the council.

COVERAGE DETAILS

A breakdown of the number of persons
with health insurance at the end of 1961,
by type of coverage and type of insuring
organization, is as follows:

Hospital expense insurance was provided
by insurance companies to 81,369,000 per-
sons; by Blue Cross-Blue Shield and similar
groups to 58,797,000, and by other health
care plans to 5,675,000. After deducting per-
sons protected by more than one type of in-
suring organization, the council reported
that 135,042,000 persons had hospital insur-
ance, a 2.3 percent increase over the 131,962,-

000 persons so covered at the end of 1960.

Surgical expense insurance by insurance
companies covered 78,861,000 persons; by
Blue Cross-Blue Shield and similar groups
50,120,000, and by others 6,803,000. Allow-
ing for duplication, 125,297,000 persons had
surgical insurance, a 3.5 percent boost over
the 121,045,000 persons of 1960.

Regular medical expense insurance ac-

counted for 46,190,000 persons through Blue
Cross-Blue Shield and similar groups; 44,-

399.000 through insurance company pro-
grams, and 7,007,000 through other plans for

a total, eliminating duplications, of 92,633.-

000 persons, a 5.8-percent climb over the 87,-

541,000 persons in 1960.

Major medical expense insurance cover-

age through insurance company programs
increased 24.4 percent, from 27,448,000 to 34.-

138.000 persons. Major medical insurance is

designed to help absorb the cost of serious

illnesses, and pays benefits up to $10,000,

$15,000, or more for all areas of care pre-

scribed by a physician.

Loss of income found 32,055,000 persons
covered by insurance company policies. The
number of persons who work where there

are formal sick leave arrangements brought
the total figure to 43,055,000 persons, said

the council.

Mr. BENNETT. So much for health
insurance, a vital part of the answer to

the problem of how our aged population
can, does, and will meet its health care

costs.

Let us not forget, in our feverish haste
to pass radical, enduring, expansive leg-

islation before the fall elections, that a

number of well-established welfare pro-
grams, both public and private, exist

throughout the United States. It would
be totally unrealistic to ignore these pro-
grams designed to help the aged, and
others in need, to obtain health and
medical care.
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I shall not go into detail on these pro-
grams, with which most Senators are
no doubt familiar. Perhaps it is enough
to say that they constitute a basic re-
source for the needy aged, and that the
individual taxpayer is already contribut-
ing to them at the community and State
level.

At this point I should like to inter-

polate that we must remember there are
innumerable local institutional programs
operated by churches, fraternal organi-
zations, and others, that make their con-
tribution to the solution of this problem.

I ask Senators to consider, however,
whether a Federal medical care program
of the sort we must now consider would
not cut across and conflict with these
existing programs, leading to waste, in-

efficiency, and confusion, and perhaps
the abandonment of many programs
which are now working satisfactorily and
successfully.
Communities have always been re-

sponsible for their members. These local

and State programs are the natural out-
come of that assumption of responsibil-
ity, and recognize an individual's right

to call upon his neighbors in time of need
for the help he requires.

What will happen to these locally ad-
ministered, flexible plans under a Fed-
eral program of the sort proposed by this

administration? Can they be replaced
by a master blueprint of health services,

drafted in Washington and run from
Washington, for the aged throughout the
entire Nation?
Here again is a virtue of our present

law. Under Kerr-Mills, Federal assist-

ance to the States in meeting the prob-
lem is a valuable supplement to existing

aid programs—not a means of short-
circuiting them and blowing out the
.fuses.

OUR PRESENT MEDICAL CARE SYSTEM

At this stage, Mr. President, let us
pause for a moment to consider the Na-
tion's present system of health and medi-
cal care, for it is surely the world's most
unique.

It is unique because it operates in al-

most total freedom of Government con-
trols.

This is not to say that government
at all levels, from the local to the Fed-
eral, does not perform many essential
functions. Government does, and has,

for many years. But the Nation's com-
plex of governmental medical programs
reinforces rather than replaces our free

system. It has been so designed. Not
yet have we produced governmental
straitjackets to constrain the practice
of medicine. By way of contrast, gov-
ernment exercises varying degrees of

stringent control over the provision and
financing of health care in most every
other nation of the world. Further,
these controls are not restricted to pro-
grams which care for the indigent, but
cover entire populations regardless of
their need.

Yet, we in the United States remain
an exception.

There are two schools of thought about
this phenomenon.
One concludes that the absence of

governmental controls in medical care

is proof in itself that our Nation lags
behind the others.

A second school of thought argues that
we in the United States are wise to
stay away from any sort of govern-
mental programs developed abroad.

I am a stanch believer in this second
school of thought. I feel that the tan-
gible results of our unique free system
speak for themselves.

In the United States, our health pro-
fessions never cease their constant search
for better methods of treatment, for more
effective and powerful drugs, for more
efficient techniques to use in the treat-
ment of illness.

WORLD'S BEST MEDICAL SCHOOLS

I point, Mr. President, to our medical
schools, which are recognized the world
over as the best in existence. No longer
do we send our young men and women
abroad to study medicine. We teach
them here, in what are recognized by
authorities as the greatest medical
schools extant. This is borne out by the
increasing number of medical students
from abroad who journey thousands of
miles to study in the United States.
Who matches us in research? Who

matches us in the development of new
operating techniques? Who matches
our health plants?

Clearly, we stand alone and unrivaled
in the field of medical care.

Yet this is not good enough for some
Americans. At the very moment when
American medicine is acknowledged to
be the world's best, these myopic peo-
ple suggest that we try out the very sys-
tems under which one foreign nation
after another slipped from a position of
medical leadership.

THE BRITISH EXPERIENCE

It seems very much to the point, Mr.
President, that we observe the lessons
learned abroad and apply them to our
lawmaking at home. Forget the relative

merits or demerits of socialism for the
moment, and let us view the British ex-
perience pragmatically; for it is recent,
and, it seems to me, pertinent.
The British Labour Party has pub-

lished a booklet entitled, "Members One
of Another," which is subtitled "Labour's
Policy for Health." On page 2 of that
booklet, the following words appear:
But in 8 years of Conservative rule, per-

formance has not matched early promise.
Nearly half a million people are waiting

for hospital beds.
Too many doctors' surgeries are still grim

and gloomy.
Too many hospitals are still out-of-date

and make-shift.
The mental hospitals are overcrowded and

dilapidated, and, despite gallant efforts of
those in charge, are quite unsuitable for
modern psychiatric care.

The committees and staff of the service
have been frustrated by endless administra-
tive delays, and inevitably enthusiasm has
been dimmed.

I ask my colleagues to look around in
their own communities and in the Na-
tion's Capital to see if this description
of hospital and medical services applies
in the United States as it does in Great
Britain. At this point I cannot resist

the temptation to refer to a family ex-
perience. About 7 years ago my son was

in Scotland and discovered that it was
necessary to have an abdominal opera-
tion. He went to the British Medical
Service, as he was required to do, and
was told that, since he was not about to

die, they could not get him into the hos-
pital for that operation for at least 6

months. By that time no one knows
what would have happened. I am afraid
his American father telephoned him and
said, "Find a doctor in a private practice
who will operate on you as soon as pos-
sible, because obviously that is what you
need."

I do not know how many people are
in the same situation now that he was
in at that time—forced to wait 6 months
for an operation which in this country
would be considered serious enough for
immediate action.

I ask Senators to remember that this
is the Labour Party itself speakEg about
its own, dearly beloved creation, the
National Health Service.

It seems that all is not well with so-
cialized medicine if this dreary little

vignette is accurate—and who would
know better than the British Labour
Party?

Let me refer the Senate now to an-
other British spokesman, D. S. Lees,
Ph, D., senior lecturer in economics at
the University College of North Stafford-
shire, and an expert on the British social

services. Speaking before the Institute
of Economic Affairs in London last Octo-
ber, Professor Lees had a number of per-
tinent observations to make on the
British National Health Service.

The good doctor's comments are too
long for me to read at this point, and
I ask unanimous consent that they may
be inserted in the Record.
There being no objection, the state-

ment was ordered to be printed in the
Record, as follows:

Health Through Choice

In Britain, as in other Western societies,

individual freedom of choice is a prime social

value. High priority is given to the right
of individuals to spend (and save) their own
incomes in their own way. This philosophy
of freedom requires that governments should
provide, through the compulsory payment
of taxes, only those goods and services that
cannot be provided through voluntary ex-
change in the market. The classic examples
are defense and justice. Further, it is

generally accepted that competitive markets
result in a more efficient solution than col-
lective provision by government: consumer
preferences are more closely satisfied and
the cost is lower. Governments have a con-
tinuing role to play in keeping markets free
from restriction. If they do this, freedom
and efficiency can go hand in hand.
The British National Health Service is in

conflict with both principles. Under it, medi-
cal care is provided by the Government,
virtually free of direct charge, with taxes
meeting over 90 percent of the cost. The
private medical sector is too small to gen-
erate effective competition nor, as for most
other commodities, is there competition from
substitutes or from international trade. The
NHS is thus a monopoly of a unique kind,
operating without a market and without
competition. This is a measure of the
revolutionary change that took place in 1948.

The sensitive link between consumer demand
and the supply of medical care was broken.
Competition was eliminated. Dispersion of
power was transformed into extreme cen-
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tralization. The self-adjusting forces of the
market were replaced by the single, over-
riding decision of the' Minister of Health.
The NHS is also a monopoly buyer of

the services of doctors and dentists, few of
whom can earn adequate incomes in private
practice. Before 1948, the bulk of medical
incomes were determined by supply and
demand in the market; since 1948, they have
been determined by Ministerial decree. In-
comes are settled by periodic bargaining be-
tween the Minister and the professional as-

sociations and here the Minister has an
enormous advantage because the vast
majority of doctors and dentists must sell

their services to the NHS, or not at all, and
this, coupled with the refusal of the medical
professions to use strike action, gives the
Minister dictatorial power.
The same kind of power extends to the

manufacturers of prescription drugs, all of
whose domestic sales go to the NHS. Here
again, the Minister holds most of the cards.
This circle of governmental control is

closed by the medical schools. These are
attached to universities and are outside the
NHS but the fact that universities rely for
three-quarters of their income on public
funds gives the Government close control
over the intake of medical students and
thus over the future supply of doctors and
dentists.
Thus under the National Health Service, it

is the Government and the Government
alone which decides how much medical care
there shall be; which fixes the incomes of
the medical profession; which sets the prices
and profits of drug firms, and which deter-
mines the future supply of medical skills.

We are surely right on general grounds to
suspect this extraordinary concentration of
power. All would be well if governments
always made the right decisions. If that
were so, the collectivist viewpoint would be
irresistible. But there is no such assur-
ance and the mistakes of government are
larger and more important in their conse-
quences than those of private groups. In
the British medical system, there is no dis-
persion of decisionmaking power to prevent
small mistakes becoming large catastrophies.
The equilibrating forces of the market are
missing. Nor is there competition to provide
built-in guarantees against inefficiency or
to stimulate sources of innovation and/or
improvement. And while the consumer of
medical care has a wide freedom of choice
among the supplies allowed by the Govern-
ment, consumers as a whole are not free to
choose to have a larger total supply in the
future, should they so desire.

It is a remarkable fact that the National
Health Service had entered its second decade
before it was subjected to an analysis in the
light of these basic principles. Until then,
it was assumed and frequently asserted,
that the British system was the finest In
the world and thought uncritically that the
National Health Service was the only sen-
sible way to arrange health affairs. One
reason for this was a misconception of
the state of British medical services in
1939—a misconception which the study by
Profession and Mrs. Jewkes, "The Genesis
of the British National Health Service,"
has gone far to redress.

Another reason was the paternalistic as-
sertion that, if people were left to their own
devices, they would not purchase as much
medical care as they ought to do, i.e.; more
medical care would be provided by the State
than through the free market. The facts
have turned out differently. In the United
States and Switzerland, where people have
free choice, a larger proportion of income is

spent on medical care than in Britain and,
further, expenditure has increased more
rapidly in those countries over the past 10
years. So, far frbm the NHS pushing
health expenditure up, it has held it down.

Thirdly, there was the notion that, if

medical care was bought like other commodi-
ties, "the rich" would have an unfair ad-
vantage. Her© again the evidence (supplied
this time by Socialist writers) does not bear
this out; it has been found that the middle-
classes and not "the poor" gained most from
the Introduction of the NHS. But even if

the notion were correct, it does not Justify
nationalizing health services and supplying
them free. The problem is one of the distri-

bution of income and this can be dealt with
by means of taxes and subsidies without any
governmental intervention in the medical
market. This is by far the most effective

line of policy: there would be general agree-
ment that nationalization was irrelevant to
the problem.

Allied to this was the demand for the
abolition of the "financial barrier" between
the patient and medical services so that
every individual could have ready access to
care irrespective of means. The most seduc-
tive appeal of the NHS is that its services

are free. In a fundamental sense, they are
not free; they are paid for by the alternative
use of resources foregone: doctors rather
than teachers, hospitals rather than schools,

medical equipment rather than motor cars.

It is another of the dangers of the NHS
that it creates the illusion of getting some-
thing for nothing. But, that notwithstand-
ing, the NHS does remove the financial
anxiety from the users of medical services.

However, to argue for the collective pro-
vision of medical care of these grounds is

to commit two elementary errors. In the
first place, most financial anxiety could be
removed in a free medical market by a com-
bination of private insurance and public
grants for those in need.
Secondly, the NHS achieves free health

services only at the cost of abolishing the
market in medical care and substituting cen-
tralized control for it. It is easy enough to
eliminate prices; it is far more difficult to

ensure an increasing supply of Improving
medical services, and these are more likely

to be achieved by discriminating consumers
in a free market than by harassed poli-

ticians in Government.
The anxiety in Britain today is not finan-

cial—it is about the availability and quality
of care. Despite the claim In 1948 that only
the vast resources of the State could put the
war-scarred hospital system on its feet, only
one new hospital has been built and strin-

gent restrictions on capital resources have
left the British hospital system the most di-

lapidated in the Western world. Doctors
are now no better off (and some are worse
off) than in 1939 and this depression of
medical incomes in the context of growing
prosperity is causing an increasing number
of doctors to emigrate, mainly to the United
States and Canada. Governmental refusal
to expand the medical schools means that
the output of doctors is now little higher
than prewar, despite increased population
and rising demand for service. An acute
shortage of doctors is emerging and this
will be intensified by early retirements in
the next few years. Over half the Junior
posts in hospitals are now filled by doctors
from Commonwealth countries (mainly In-
dia and Pakistan) finishing their training:
without them, the hospital system would
break down. There is a growing shortage of
nurses and midwives. Beds are unused
through lack of staff and hospital waiting
lists are lengthening rapidly. Casualty de-
partments are in a parlous state.

All this is clear from official reports and
statistics. No one is in any doubt that the
NHS is in a state of gathering crisis. The
disagreement arises over the diagnosis.
Many still hold that the NHS is "the finest

in the world" and that the troubles now be-
setting it are.incidental and can be corrected
by enough will and resource on the part of
government. I disagree profoundly with
this view. My verdict would be that the

crisis stems from the fundamental structure
of the NHS itself and that wise policy would
dismantle that structure and rebuild a free
medical market in its place.

Mr. BENNETT. Mr. President, the
closing words of Dr. Lees' statement are
particularly sad. Wise policy, he says,
would dismantle the present structure
and rebuild a free medical market in
Great Britain in its place. I fear it is

too late, however, and that the damage
has been done.

The furry young tiger cub brought
home as a household pet has grown into
a hungry, 600-pound, full-grown tiger;
and he is no longer easy to deal with.

MIGRATION OP BRITISH DOCTORS

Meanwhile, British physicians are
leaving by the hundreds to practice
abroad—anywhere abroad where the
heavy, deadening hand of government
weighs less heavily on their shoulders.

With characteristic British under-
statement, Dr. John Seale, a consultant
in medical economics and health serv-
ices, writes in the British Medical
Journal

:

The data indicate a mass migration of
young British doctors in the last 15 years
away from their native land on a scale
hitherto unknown. A possible explanation
of the phenomenon is that practice In the
National Health Service is relatively un-
attractive to young doctors economically,
professionally, and ideallstically. The great
influx of doctors from India, Pakistan, and
other countries to take junior hospital ap-
pointments in the National Health Service
does not mean that the service has perma-
nent attractions for them. Most come to
Britain to enhance their professional stand-
ing and then return to their own country

—

few intend to remain' in Britain permanently.

At this point, Mr. President, I can an-
ticipate what many of my distinguished
colleagues might say. "What has this

got to do with the Anderson amend-
ment?" they might ask. "We are not
talking about socializing medicine in the
United States. We are simply discuss-
ing a modest plan for financing the
health care of the aged under social

security."

I feel sure my colleagues are in good
faith when they say this. Yet, I have
seen a number of remarks quoted in
various publications which make me
uneasy. I read in "New America," the
official publication of the Socialist
Party-Social Democratic Federation, a
statement by R. W. Tucker, chairman of
the Socialist Party's committee on medi-
cal economics. He was talking about
the Porand bill, which was the fore-
runner of the Anderson amendments.
He said:

Once the Forand bill is passed, this Na-
tion will be provided with a mechanism for
socialized medicine, capable of Indefinite

expansion in every direction until it includes
the entire population. And it is already
evident that there will be massive pressures
in favor of such expansion.

Mr. Tucker must be presumed, as a
Socialist, to have expert knowledge of

what a mechanism for socialized med-
icine really is.

FOOT-IN-THE-DOOR GOAL

I remember that former Representa-
tive Aime Forand said of his bill:
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If we can only break through, and get our
foot inside the door, then we can expand
the program after that.

I remember that Walter Reuther,
president of the United Automobile
Workers, said during hearings before the
House Ways and Means Committee:

It is no secret that the UAW is officially

on record on backing a program of national
health insurance. But even If we were
against national health insurance, we would
favor passage of the Forand bill.

He went on:
A strong case could be made that this

bill should go much further into the range
of care provided and the duration of its

benefits.

I remember that Ted Silvey, an AFL-
CIO lobbyist said, "We will come back
for more and more—and more," when
asked what his organization would do if

the Forand bill were passed.
The Forand bill was not passed, of

course. But it was succeeded by a
milder version, the King-Anderson bill,

and the proponents of the one are still

the proponents of the other. We must
now consider a variation on the same
theme—the Anderson proposal. An in-

nocuous sort of measure, on the face
of it.

Or is it? Can this be a younger, more
harmless looking tiger cub?
Something over a year ago my friend,

the Senator from the great State of
Nebraska [Mr. Curtis] was questioning
Wilbur Cohen, the Assistant Secretary
of HEW. He asked this question—and
I quote from the record of the hearings
of the Committee on Finance:

If compulsory health insurance was ex-
tended to everybody, the total payroll tax
would be up to 19 or 20 percent. If it was
a 20-percent rate, the self-employed rate
would be 15 percent. With a $9,000 taxable
wage base, the maximum tax on the em-
ployee and employer would be $900 each,
and the maximum tax on a self-employed
person would be $1,350, if we do what you
advocated today plus what you advocated
in 1946.

Do you feel that as much of that man's
earnings of $9,000 as a Federal tax source
should be devoted to this one single pro-
gram of social security as is available to help
finance all other activities—the functions of
the Government, the paying of the national
debt, and the defense of our country?

Mr. Cohen replied simply:

Yes, I do, Senator.

I believe this exchange is as thought-
provoking as any I have heard in recent
years. Mr. Cohen gazes untroubled at
the distant vistas. He is not at all ap-
palled at the prospect of a Federal pro-
gram which would cost more than all

other Government functions and ex-
penditures combined, financed by a to-
tal tax without any exemptions of 20
percent on all earnings up to $9,000.

I urge Senators to ponder this con-
versation before they let any legisla-
tive proposal get its foot inside the door.
Bureaucrats are busy plotting for em-
pires—and they will have -them, too, if

we allow it. In December 1960, the De-
partment of Health, Education, and Wel-
fare had 64,847 employees. By April of
this year, that number had risen to
74,901, for an increase of 10,054 employ-
ees in 16 months.

Where do we go from here, Mr. Pres-
ident?
We now face the Anderson amend-

ments. I have read them—twice. I have
encountered similar proposed legislation

in the Senate Finance Committee and
may be presumed, therefore, to have a
closer acquaintance with such proposals
than some of my colleagues in the Sen-
ate. But, I can only remark that the
amendment's sponsors were wise in rout-
ing it directly to the Senate instead of

following orderly procedure. Conceiva-
bly, they hope to railroad this proposal
past the Senate if they can work quickly
enough.

MACHINEGUN IN VIOLIN CASE

But few Senators would vote "yea" on
such a measure if they thought their

way through it, phrase by phrase, sec-

tion by section. For what we have here
is a machinegun in a violin case, a bomb
in a grandfather's clock.

Perhaps some Senator has done more
homework than I, and has somehow
managed to read this amendment thor-
oughly enough to understand it. I con-
fess that portions of it baffle me com-
pletely. Perhaps some Senators have
had time to think through the far-

reaching implications of this proposal by
now. I confess that I would prefer more
time for study. Perhaps some Senators
feel that hearings on such a technical

and complex measure are a waste of

time.
Perhaps it is on the old theory of "My

mind is made up; don't confuse me with
the facts." They might feel that our
proper course is to pass this proposal be-
fore it becomes an issue in the fall elec-

tions. I wish that we, as Senators, could
hear expert opinion from the people it

would affect.

I would think the testimony of physi-
cians, hospital administrators, insurance
experts, nurses, actuaries, and even tax-
payers would be pertinent to our deci-
sion. We are, unfortunately, unable to
call these witnesses, because time is run-
ning out between now and the fall elec-

tions.

We must deal with a tax increase, of
course. It would amount to 69 percent
of the present rate for employers and
employees and 68 percent of the present
rate for the self-employed in the next 6

years.

A worker earning $4,800 today pays
$150 a year in social security taxes. His
employer pays the same amount. A self-

employed person earning at least $4,800
pays $225.60 a year. The social security
tax is already scheduled to rise to $222
each for employee and employer in 1968.
To the self-employed person, that will

mean a rise on schedule to $331.20, with-
out adding the medical benefits.

By 1968, the combined employer-em-
ployee tax will reach 9% percent while
the tax on the self-employed will rise to
6%o percent. Add medical care to these
retirement benefits—a mere quarter of
1 percent for employer and employee

—

and the difference seems trifling. But
increase the wage base from $4,800 to
$5,200, together with the additional
amount required to pay for old-age ben-
efits, and both employer and employee
will be paying $253.50 each by 1968, with

the self-employed person paying $379.60,
compared with the present amounts of
$150 for the employer and the employee,
and $225.60 for the self-employed.

It hardly seems to me, Mr. President,
that, a tax increase of these proportions
is an unimportant thing—particularly
when it is to be used to pay for service
benefits instead of cash benefits. That
change of approach alone sets a prece-
dent which deserves examination. What
happened to the concept of using social
security benefits as a floor of protection?
Must we now cover our floor with an
Oriental carpet?

GROWTH OF SOCIAL SECURITY TAXES

The time is rapidly approaching when
many of this Nation's wage earners will
be paying a -higher social security tax
than a Federal income tax. By 1968,
under the proposed plan, the total social
security tax for a self-employed man
who earns $4,000 a year and has three
dependents will be $292. The same man
would pay only $245 in income taxes at
the present rates.

Implicit in the amendments, therefore,
is a drastic reorganization of our tax
structure, with increasing burdens to be
borne by those least able to afford it.

For as I pointed out before, some 40 per-
cent of the national income will make no
contribution to this financing plan
whatsoever, based upon a social security
payroll tax. Are Senators prepared to

go along with so important a revision in
our taxing system without thorough
study?
How sound are the actuarial studies

on which the Anderson amendments base
the tax increase and collections? I do
not pretend to know, Mr. President, not
having been given time to find out, nor
has the Committee on Finance been given
time to find out.

I can say, however, thaf the Forand
bill would have cost an identical amount,
according to its sponsors, for different
benefits.

And I can say that the King-Anderson
bill would have cost the same amount,
with different benefits.

Does the Anderson amendment tailor

its benefits to the amount of the tax in-
crease? Or does it tailor the tax in-
crease to the benefits it* will provide?
Are the benefits the amendment pro-
poses the proper benefits for our aged
population, assuming, for the sake of
argument, that they are needed at all?
And if these are the proper benefits, in
ideal balance in terms of health and ex-
penditure, what is the sponsors' author-
ity of believing so?

Will this single tax increase be suffi-

cient to cover the benefits promised? I
remember the King-Anderson bill of last

year, which called for an increase of one-
half percent on employer and employee
and an increase in the tax base from
$4,800 to $5,000. Between the time the
bill was introduced and the time hearings
were held in the House Ways and Means
Committee, that tax increase had al-
ready gone out of date. Said the So-
cial Security Administration's Chief Ac-
tuary, Mr. Robert J. Myers:
We're sorry that tax increase won't quite

do it. We'd better raise the tax base an-
other couple of hundred dollars.
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There is also the fact that one of
HEW's top researchers reported that the
HEW cost estimates for the King-Ander-
son bill were about one-fourth of the
probable costs. I am informed that this
researcher's speech was canceled and
his full report never issued, but that
HEW was never able to stop the circula-
tion of an abstract of it.

WHAT WOULD THE BILL COVER?

Thus I feel that we have a right to find
out on what basis this tax increase was
figured. How did the actuaries deter-
mine the cost of hospital care, for in-
stance? Will not the cost of hospital
care continue to rise, as all the authori-
ties say it will? The amendment will

cover diagnostic tests, but what diag-
nostic tests is it talking about? Blood
tests? Cancer tests? The GI series?

The answer to those questions surely af-
fects the cost of this benefit, but the
amendment offers no enlightenment.
The amendment provides some sort

of insurance option for the beneficiary,

but as it is probable that no insurance
policy extent embraces precisely the
benefit pattern called for, I cannot help
wondering whether the insurance op-
tion is really an option at all.

Mr. President, I understand that the
authors of the amendment are still

wrestling with the language of that sec-
tion, which relates to insurance options,

and when the bill actually comes before
the Senate the language may be
changed. Such changes may be made
as the whole amendment was written
without the opportunity for committee
study.

Certainly I see no mention of the
word "premium" in any part of the An-
derson amendment. From this I can
only conclude that none are involved. I

hazard the theory that rather than re-
ceiving premium payments for the in-
dividuals it insures, the insurance car-
rier would simply be reimbursed for the
amounts it pays to the providers of serv-

ices for the authorized benefits.

In other words, the carrier would
merely be acting as a middleman, or
fiscal agent. However, I have been told

that the Senator from New York's [Mr.
Javits] proposed amendment to the An-
derson amendment will presumably
rectify this.

I cannot speak with any detailed
knowledge, however, on any particular of
the bill. I have heard it said that the
King-Anderson bill is the least under-
stood piece of legislation in the current
Congress. I dispute this. The Anderson
amendment will, I predict, succeed to
that title. For at least the House Ways
and Means Committee held hearings on
the King-Anderson bill, and some of us
have had an opportunity to scan the
record of testimony.

A FEW QUESTIONS

I ask, however, that I be allowed to

pose just a few of the questions which
should be answered as factually as pos-
sible before the Senate acts on the
Anderson amendment. I ask these
questions because we have not been given
time to develop the answers through
committee hearings, and because I feel

the answers are of major importance.

Despite the disclaimers, will the Secre-
tary of Health, Education, and Welfare
be given the power to regulate the Na-
tion's hospitals and some of its nursing
homes?
Does the nursing home care covered

in the amendment amount to as much
as 5 or 10 percent of the nursing home
care available?
Can it really be said that this measure

would not affect the patient's freedom
of choice—of hospital or doctor?
Would its passage lead to overuse of

our hospitals?
Would this in turn lead to overcrowd-

ing of our hospitals?
What would this amendment do to the

quality of medical care?
Is passage of such legislation neces-

sary in the first place?
Is there indeed across-the-board need

for health services among our aged? Is

the health of our older population as bad
as the amendment's proponents tell us?
And are our aged in the straitened cir-

cumstances they are pictured to be?
On what basis have costs been figured?

Will those costs increase?
Can the social security system with-

stand the added burden of a program to
change the present pattern and setup
and to provide services instead of cash
benefits?

Is it wise to set such a precedent?
Do the services, which are estimated

to provide less than 25 percent of an
older person's health needs, have a pre-
dictable cost in the first place?
What would passage of such a meas-

ure do to private health insurance and
other prepayment mechanisms?
What are the moral byproducts of

such a bill when measured in terms of
the decline, and perhaps the demise, of
voluntary efforts at the community level?

Is it wise to provide benefits to mil-
lions of people who are capable of meet-
ing their own health care problems, and
who are doing so now?

Is it sound thinking to base a Govern-
ment program on age instead of need?
What effect would passage have on the

traditional Judeo-Christian teachings of
individual and family responsibility?

I pause at this point to return to the
comment that I made earlier. Based
upon a study made by the U.S. News &
World Report, those who think that by
adopting the proposed program they
would prepay the medical care benefits
for their own retirement are being sadly
misled. Whether they realize it or not,
children would have to take care of their
parents, only they would not do so di-

rectly on a personal basis. They would
do it by paying for medical care a gen-
eration late.

What is to be gained by eliminating
the States' historical responsibility in a
vital area of government, and by further
diminishing the States' authority?
What pressures will develop to expand

and enlarge the benefits and coverage of
the bill?

Would not the Anderson amendment,
by reason of its very inequities, require
broadening?

If costs cannot be controlled, would
services be curtailed?

These and other questions occur to

me, Mr. President. I hope they will be
answered in the course of this debate,
as limited as that will be in view of our
obligation to settle this matter before
it becomes an issue in the fall election,
in view of the fact that we now have a
limitation of tame which has been agreed
to by the Senate.

POLITICS BEFORE PUBLIC WELFARE

For myself, however, one puzzling
question remains:
Why this unseemly haste when our

aged population will receive no benefits
under the program until January 1, 1964?
I suppose the answer to this must be the
unsatisfactory reply that we must vote
on this amendment before it becomes an
issue in the fall elections.
Meanwhile, however, the amendment

has been cynically tacked on to the wel-
fare bill, upon which millions of Ameri-
cans are depending for help.

Passage of the welfare bill will there-
fore be delayed, Mr. President.
Perhaps that delay will also become an

issue in the fall election.

And now, Mr. President, I would like
finally to take up the question of the
method in which this amendment by-
passes the traditional committee' sys-
tem of the Senate. To me that is the
one unanswerable argument against con-
sideration of the measure at the present
time, and under the present situation
here on the floor of the Senate.

First, let me say that I think the ad-
ministration's attempt to bypass the Sen-
ate Finance Committee on this legisla-
tion is just one more example of an
alarming trend within the present ad-
ministration of either circumventing
Congress or circumventing the normal
congressional procedures. In its effort
to obtain back-door financing for major
programs, in its move earlier this year to
get the Urban Affairs Department bill

out of committee before the committee
had finished its work, in its effort to
transfer all power over international
trade from Congress to the executive
branch, this trend has been obvious.
Earlier this year Congress indicated its

unwillingness to surrender its traditional
processes to the President in the name
of expediency; I hope we will do the same
in the case of the bill now before us, and
that even these Senators who might fa-
vor the bill in principle, if it had been
worked out with due deliberation by a
Senate committee, will vote against it

for procedural reasons out of respect for
the Senate's traditional mode of oper-
ations.

Let me emphasize that what I am anx-
ious to protect here is not merely a
meaningless tradition. There is a very
sound reason for the tradition of com-
mittee consideration of technical bills,

as every Member of this body knows.
We have no better example of this than

the tax bill which has been before the
Committee on Finance since early April,
and on which we are still working in
committee.
Only one who has sat through hun-

dreds of hours of testimony on social se-
curity bills can appreciate how complex
such legislation of necessity must be.

During the hearings on legislation such
as this, questions inevitably arise which
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require further research, further study
by the staff, further investigation by the
administration. To consider such legis-

lation on the floor without the benefit of
committee consideration is folly.

Since its inception, the committee sys-
tem in the Senate has functioned to the
benefit of the Nation. It has reduced, if

it has not eliminated, error. Are we to

junk the Senate's time-honored proce-
dure everytime we are urged to hasty ac-
tion by an administration concerned
more with political profit than with
sound laws? I submit, Mr. President,
that we cannot afford to do so.

Yet we are being asked to leap before
looking, to vote before knowing the facts

of a matter which has far-reaching im-
portance to the destinies of every Amer-
ican, a matter which has had no study
by any committee.

COMPLEXITY OF BILL

The pending bill, H.R. 10606, is a good
example of just how complex social se-

curity legislation can be. The measure,
which is 102 pages long, would amend
four titles contained in the Social Secur-
ity Act. Originally introduced as H.R.
10032 by the administration, the bill was
subject to 3 full days of hearings—morn-
ings and afternoons—by the House Ways
and Means Committee.
Forty-seven witnesses, familiar with

various aspects of the proposal, appeared
before the committee to deliver their ex-
pert testimony. In addition, 113 others
submitted statements on the bill.

Having weighed these arguments pro
and con, the House Ways and Means
Committee amended the original bill so
drastically that a new bill, H.R. 10606,

was reported out and sent to the floor.

As is the custom, the Committee re-
port explained in detail exactly what
each provision of H.R. 10606 would do.

Ample time was then given to each
Member of the House to study the Com-
mittee report and the 697 pages of the
printed hearing.
However, as is the custom in the House,

the legislation was considered under a
closed rule because of its technical na-
ture, and after 4 hours of debate was
passed by a vote of 319 to 69.

During the debate, a number of Mem-
bers of the House indicated their regret
that amendments could not be offered.

When the bill, now 81 pages long, was
referred to the Finance Committee, it

received 4 more full days of hearings,
morning and afternoon. Thirty-six wit-
nesses appeared before the committee.
Fifty-six additional statements were
filed with the committee.
And after due consideration of all the

arguments presented, the Finance Com-
mittee reported the bill with a number
of important amendments.

WELFARE BILL NOW IMPROVED

The welfare bill has now been refined,
and I think improved. It has thusjiar
gone through two searching studies and
a House debate prior to its consideration
by the Senate.

If enacted, it will help many of our
citizens who are in need of help.

In addition to providing increases in
cash benefits, the bill continues the in-
creased Federal participation in medical
care costs incurred by those receiving

old age assistance—a participation pro-
vided by Public Law 87-31, enacted a
little over a year ago. Further, the bill

continues the increased--Federal par-
ticipation in medical care costs incurred
by those participating in the medical
assistance for the aged program, . which
authorizes liberal Federal contributions
to the States to provide medical care for

those of the aged who, while able to meet
the cost of everyday living, may have
difficulty in meeting some of their med-
ical expenses. This law, as the Senators
will recall, was acted late in 1960.

My point, Mr. President, is this:

Complicated legislation can only be
understood, changed, improved, and
properly refined when the responsible
committees of Congress, subject it to
hearings.
In this case, H.R. 10606 comes before

the Senate after such hearings. Its sub-
stance has been altered, its provisions
have been weighed, its implications and
ramifications have been duly explored
by those committee members entrusted
with that responsibility. And this is as
it should be. The Senate can now con-
sider the endproduct of these delibera-
tions in depth in full confidence that the
measure before them has been subjected
to the closest possible scrutiny before-
hand.
Let me contrast now a departure from

that orderly procedure.
If the entire social security law can

be characterized as complex and tech-
nical, and it can, there is no question
whatsoever that title II, the Old Age and
Survivors Disability Insurance programs,
is its most complicated part.

The King-Anderson bill involves
amendments to that program. As the
Senators know, this bill would provide
certain hospital and nursing home bene-
fits, plus a few other health services, to

those persons 65 years of age or over who
are eligible for OASDI coverage.

To call this bill "controversial" is to

utter the understatement of the ytear.

Perhaps "embattled" would be a better
word, for the proponents and opponents
of this type of legislation have argued
it in and out of the. Nation's press, on
television and radio, in speech and de-
bate, on editorial pages and in town
meetings, in magazines and over the
backyard fence, ever since Former Rep-
resentative Aime Forand first threw its

predecessor, H.R. 4700, into the legis-

lative hopper.

The bill's power to evoke heated con-
troversy is a byproduct of its far-reach-
ing importance—an importance recog-
nized at first glance by tens of millions
of Americans. However, the sparks of
controversy have been deliberately
fanned into flame by the leaders of
labor and their allies within the admin-
istration—this, in my opinion, in the
hope that public pressures will force the
Congress to legislate on the basis of
emotion rather than reason.

RECORD OF FORAND BILL

Thus far, the Congress has remained
firm. The Forand bill—similar to H.R.
4222, in that it too sought to provide
health care services to OASDI recipients
through the social security financing
mechanism—was given 5 days of hear-

ings in 1959 by the House Ways and
Means Committee. The committee then
voted, by an overwhelming majority, to
retain the bill in committee.
The Senate Finance Committee also

conducted hearings on the Forand bill

and voted to hold the measure in com-
mittee. Despite this, an attempt was
made—as the Senators remember—to

amend the Kerr-Mills proposal by tack-
ing on the Forand bill. This effort,

sponsored by Senator Anderson, of New
Mexico, and the then Senator but now
President of the United States, John F.
Kennedy, was defeated also.

However, Mr. President, aside from
the Senate Finance hearings on the
Forand bill, our committee has held no
hearings on the legislation which suc-
ceeded it—H.R. 4222.

It has not done so for the good and
sufficient reason that action on the bill

is still being considered by the House
Ways and Means Committee;

Is it suggested, Mr. President, that the
Senate Finance Committee has thereby
been derelict in its duties? I can assure
the Senators that this is not the case. I
cannot remember when the Senate Fi-
nance Committee has been busier than
it has this year. We have held hearings
on the President's new tax bill; the pub-
lic welfare bill now before us; two tax
extension bills; the debt limit bill; the
sugar bill; and the extension of the Re-
negotiation Act.

I do not think that the Senate Finance
Committee can be accused of dilatory
behavior in the discharge of its responsi-
bilities; nor do I think that my friend,
the distinguished senior Senator from
Virginia, need apologize for his own or
his committee's application of maximum
effort.

Yet, as I have pointed out, the Senate
Finance Committee has given no consid-
eration to H.R. 4222. Recognizing the
need to proceed in an orderly fashion,
the committee earlier this year voted 10
to 7—not on the merits of the bill, but
on the procedure involved—to delay con-
sideration of the King-Anderson bill un-
til the House had had the opportunity
of taking action. Thus, not one word
of testimony from the public has yet
been taken on the administration's pro-
posal by the Senate committee assigned
by law with the responsibility for deal-
ing with this sort of legislation.

Mr. KERR. Mr. President, will the
Senator yield?
Mr. BENNETT. I yield.

Mr. KERR. Is it not true that the
Committee on Finance included in its ac-
tion a definite statement of its purpose to
conduct hearings on this measure as soon
as it had come from the House to the
Senate, in the event it did so?
Mr. BENNETT. The memory of the

distinguished Senator from Oklahoma,
who- is the ranking majority member of
the Committee on Finance, is eminently
correct. The committee, by its vote,

pledged itself to hold hearings 'on this
proposal when it was constitutionally
proper for it to take such action.
Mr. KERR. Has the Senator from

Utah analyzed the amendment which is

before the Senate to determine the ex-
tent to which it is a revenue-raising
measure?



12190 CONGRESSIONAL RECORD— SENATE July 10

Mr. BENNETT. It is obviously a reve-

nue-raising measure, because it would
add to the social security tax an amount
of at least one-half of 1 percent.

Mr. KERR. Is the Senator aware of

the fact that if the measure were passed,

it would increase the taxes collected

under the social security program ap-
proximately $810 million in 1963; more
than $2 billion in 1964; and then an in-

creasing amount each year thereafter?

Mr. BENNETT. The Senator from
Utah, earlier in his statement, covered
that field in terms of percentages and the
cost per person participating in the sys-

tem, but had not used the particular

figures supplied by the Senator from Ok-
lahoma. I appreciate having them in

the Record.
Mr. KERR. So the measure would be

not only a revenue-raising measure but,

so far as the Senator from Oklahoma is

concerned, it would be a measure in-

tended to raise more new revenue than
any other tax measure that I know of

which has been passed in some years.

Mr. Bennett. This is true; and it is

interesting to comment, in passing, that
we should be asked in this bill to in-

crease the take from the individual tax-
payer at a time when the President of the
United States is suggesting that in-

dividual taxes must be reduced in order
to get the economy moving again.
Mr. KERR. The remark of the Sena-

tor from Utah is very appropriate, and,

I think, of partciular significance in view
of the fact that one of the authors of

the amendment has been making a num-
ber of public statements to the effect that
it was a matter of great concern and, in

his opinion, perhaps of necessity, that
Congress take action to reduce taxes,

while, so far as I know, he has proposed
no legislation to reduce taxes but is vig-
orously sponsoring a measure which pro-
vides for the increase of taxes by a mini-
mum of $2 billion a year beginning in
1964.

Mr. BENNETT. That is true. He is

probably obeying the Biblical injunction
not to let his right hand know what his
left hand doeth. But the net effect upon
the taxpayer would be to destroy any
value of any tax cut of a similar size

that may come before the Senate in the
next few months, and for which there
are very vocal proponents.
Mr. KERR. Certainly the group who

would be affected by this measure—that
is, the group who would be required to
pay the taxes called for by the measure

—

would individually suffer the effects of a
more substantial increase in the amount
of taxes- they would have to pay than
they would benefit under any provision
that has yet been suggested for a tax
reduction.
Mr. BENNETT. That is the impres-

sion of the Senator from Utah. I should
like to reemphasize that if the argument
is made that the social security tax is

for the benefit of the future, and there-
fore has a moral justification, it is still

a tax that has to be paid out now and
will have an effect upon the individual
taxpayer, as the Senator from Oklahoma
has well said.

Mr. KERR. I thank the Senator from
Utah. I congratulate Mm upon the
statement he has made, because it is

very lucid, appropriate, and accurate,
one which I believe to be of great sig-

nificance. I express my appreciation to
the Senator for the work which has gone
into the preparation of the statement
and for his effort in making it.

Mr. BENNETT. Mr. President, I am
grateful for those words of approval and
approbation.
As I have already said, the Committee

on Finance has given no consideration
to the House bill or to the King-Ander-
son amendment. Earlier this year, the
Committee on Finance ' voted, 10 to 7

—

not on the merits of the bill, but on the
procedure involved—to delay the con-
sideration of the King-Anderson bill un-
til the House had had an opportunity
to take action. Thus, not one word of
testimony from the public has as yet
been taken on the administration's pro-
posal by the Committee on Finance,
which is charged by the rules of the Sen-
ate with the responsibility for dealing
with this sort of proposed legislation.

We must now cope, the administra-
tion suggests, with a radically amended
variation of H.R. 4222, without benefit
of committee study. We are asked to
legislate in haste regardless of whether
this entails repenting at leisure.

LEGISLATION NOT STUDIED BY SENATORS

I find it inconceivable, Mr. President,
that the Senate of the United States
should be asked to pass legislation which
few—if any—of its Members had seen
prior to July 2, 1962—only 8 days ago.

Personally, I take it as an affront to a
committee that has worked long and
hard on major portions of the adminis-
tration's program; and to one of the
hardest-working members of the com-
mittee—its chairman, the Honorable
Harry F. Byrd, of Virginia.

To my mind, this challenge to the com-
mittee system is justification enough to
vote down this amendment.

I ask the sponsors of this proposal
whether they now consider themselves
an ad hoc committee of the Senate, em-
powered by this body to bypass the
Finance Committee when, as, and if it

suits the demands of political expedi-
ency.
Let there be no doubt on one thing,

Mr. President:
This amendment has been drafted and

is being handled in this way with the de-
liberate intention of winning votes.

CONGLOMERATE OP PROPOSALS

I regret that I have not had sufficient

time to study this proposal—the King-
Anderson amendment—in minute de-
tail. But I have not. Neither have its

sponsors. Neither has any other Mem-
ber of the Senate.

I have, however, reviewed the amend-
ment to the degree possible since its

introduction, and I can tell the Senators
this:

The amendment seeks to be all things
to all men, and succeeds in being a
jerry-built conglomerate of proposals
glued together with the single purpose of

promising something for everyone. A
more cynical, a more frivolous, a more
irresponsible effort to stampede the
Senate into precipitous action has never
been encountered, and it is a pity that
we are now compelled to spend our
time—time which could be used to much
better advantage—time which should
have been spent in committee—in the
consideration of such a legislative mon-
strosity.

I say to the administration that if

they want a law rather than a campaign
issue, let them follow the regular pro-
cedure for making the law. Let them
follow the Constitution and the law of
the land, which give the House of Rep-
resentatives the power to initiate this
kind of legislation Let them use the
appropriate committees of Congress in
order that the public be heard. Let the
administration recall that it is the ex-
ecutive's responsibility to propose laws
to the Congress but the responsibility
of Congress to the people of this Nation
to draft the laws thoughtfully, to the
best of its ability, and with the people's
freedoms and best interests in mind.

If we follow that course, Mr. President,
we will vote down the hastily prepared
and hastily considered Anderson amend-
ment, and will consider this legislation
in the deliberate and careful manner in
which such important legislation should
be considered.

I urge the Senate to defeat the An-
derson amendment.

Exhibit I

The Untold Story op Your Social Security

This is to be the untold story of your
social security. It concerns the pension to
which you are entitled In retirement, or if

disabled, and to payments to your survivors
In event of death.

Social security Is a vast system. Old age
and survivors Insurance alone in this, year
will involve benefit payments of more than
$13.2 billion. And the total Is to grow
steadily over the years ahead.
In 4 of the last 5 years, payments to per-

sons drawing benefits have been exceeding
income from payroll taxes. Some alarm has
been expressed about this deficit between
outgo from the social security reserve fund
and income into the fund.

That, however, is not the story to be told.

Payroll taxes rose on January 1. They go
up again on next January 1. Money flowing
into the reserve fund, as a result, once again
will begin to total more than money flowing
out. Fears about the safety of the fund
will subside.

A fact—and questions: A hard and little

-

understood fact, however, will remain to
raise questions.

The fact is this: Benefits promised to
people now covered by old age and survivors
insurance total an estimated $624 billion.

Reserves now on hand total around $22 bil-

lion. Taxes to be paid by people now covered
by social security to support pensions are to

be an estimated $282 biUion.

That leaves $320 billion In benefits to

present "policy holders" to be paid by some-
one else. Who wUl that be?

The answer, In simple terms, Is that this

deficit, if it is to be paid, will have to be
paid by future workers at tax rates now in
the law. Otherwise, persons now In the
pension system would have to pay sharply
higher taxes.
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Pension bargains for people of the present

are to become pension burdens for workers
of, the future.
These workers of the future will pay sub-

stantially higher taxes on their earnings

—

taxes earmarked for social security. They
will work over a longer span of life, paying
higher taxes all the way, in order that the
68 million others now covered by social

security can enjoy pensions and other prom-
ised benefits.

One more windfall : It now is proposed
that hospital insurance for retired persons
be added to the social security system. Once
again, if this type of insurance is added,
older people will get a bargain. Those re-

tired when the plan would take effect would
become entitled, at no cost, to hospital and
nursing care valued at thousands of dollars.

Here would be a windfall for persons now
retired and those who will retire in years

shortly after the plan takes effect.

The tab for the cost would be picked up

—

as it is being picked up for old age and sur-

vivors insurance—by employers and by those
who go on working. In the end the cost

would fall on employers and on generations
not yet working.
In a word: social security programs, to

date, represent a gigantic bargain for persons
retired, soon to be retired, or fairly well
along in years.

For relatively small payments these people
are assured of an income on retirement.
Men are assured that, when they die, their

wives will go on getting an income. There is

further assurance that minor children will

get checks in event of the man's death. A
binding promise is made of a monthly check
in event of total disability.

Once the hospital-care program is in the
law, pressure will grow to cover hospital costs

for all persons covered by social security,

whether working or retired. The final step
might possibly be to cover doctor bills as
well.

Idea—pay later: In each case, planning
rests on the idea that future generations
will get and pay much of the bill for those
who are getting, or stand to get, the bargains
of the present.

All of this is part of the strong trend
toward special advantages for older people
at the expense of the Nation's younger
people.
Young people with children to educate,

with a house to furnish and pay for, with
saving to do if there is to be any venturing,
with insurance payments to make, get few
favors. Payroll taxes, increased eight times in
the past 13 years, will be increased three
more times for old age and survivors insur-
ance. Hospital insurance would mean
another tax. Then, at some point, there will

be unpaid bills from social security promises
to meet.
Old people, all of the time, are getting

more and more advantages. People age 65
and older get a double exemption on per-
sonal income tax. If retired, they get a
special retirement credit against income tax.

The social security pension—for which they
paid little—bears no tax. All their bills for
medical and hospital care are deductible for
income tax purposes.

All of this raises the question whether
young people with more votes than old peo-
ple will go on giving the breaks to the elderly.

For young alternatives : Two courses would
be open to them if ever they wanted to get
out from under what is to be a growing bur-
den.

1. Inflation of prices can be accepted while
a determined effort is made to keep individ-
ual pension benefits from rising. In this
way, inflation could be used to reduce the
pension burden, since pensions would repre-
sent a smaller part of an inflated national in-
come.

2. Taxes could be used to take away some
of the advantages enjoyed by retired persons.

One tax "reform" now under study calls for

taxation of social security income. There is

some pressure to end many other special de-
ductions extended to older people.
However, experience in the United States

and Europe indicates that old people will go
on getting their bargains and young people
will continue to bear their rising burdens.
In Europe there is a strong trend toward
shifting to employers a larger and larger

part of the social security burden.
The generous attitude of young people is

attributed to two factors.

One of these factors is the realization that
sometime they, too, will be old and will want
some favors.
The other factor is that the young people

see social security as a means of spreading
the risk that comes from being forced at
some point, for most, to care for their own
parents.
As it's done abroad : To fill out the untold

story of social security, U.S. News & World
Report asked its staff members in Europe
to explain how those countries—with long
experience—have met the rising burden of

welfare programs.
West Germany: The idea of national pen-

sion plans got its start in Germany. Two
world wars, ending in two defeats and de-
struction of currency, destroyed the pension
systems. Yet each time these systems have
come back stronger than ever.

To finance old-age pensions, employers
and employees each contribute 7 percent of

the gross wage. For health insurance they
each contribute an added 4.8 percent. An
added 0.7 percent goes for sick pay, special

leaves, family allowances. On top of it all.

employers contribute an average of 16 per-
cent for other fringe benefits. Payroll ad-
ditions for social security amount, overall, to
approximately 45 percent.

Benefit payments in recent years have
been adjusted to compensate for price rises.

Young people do not appear to object to the
burden they carry.

Great Britain: Welfare costs now account
for more than a third of all government
spending. Workers covered by welfare pro-
grams and their employers pay special taxes
that pay less than half of welfare costs. In
the case of health insurance, three out of
every four dollars come from general taxes.

Government subsidizes the whole welfare
program, and political pressure is constantly
on the side of larger benefits. There is pres-
sure to cut down defense spending so wel-
fare can expand.

Sweden: A 6-percent sales tax was intro-
duced in Sweden 2 years ago to help meet
the skyrocketing costs of welfare. Social
security benefits now account for 15 percent
of national income, compared with 7 percent
before World War II.

In 1960, goverment, central and local, car-
ried 69 percent of welfare expenses, workers
20 percent, and employers 11 percent. Now
the pressure is to increase the employers'
burden.
France: Social welfare in France extends

from maternity grants, family allowances,
rent allowances, and hospitalization to old-
age pensions and death benefits. The ex-
pense falls mainly on employers, who pay
about 30 percent on their payrolls. The
employee contributes about 6 percent on
maximum pay of $1,920 a year.

Italy: Social security in Italy includes old-
age pensions, unemployment insurance,
health insurance, maternity benefits, family
allowances, and some subsidized housing.
The Government contributes 25 percent to
the retirement pension fund.

Employers' contributions amount to a tax
of about 50 percent of payrolls. Workers

contribute approximately 11 percent of their
earnings.
In Western Europe as a whole, social se-

curity benefits now approximate 15 percent
of national Incomes. The range, according
to official figures, is 12.6 percent in the Neth-
erlands to 16.4 percent In France.
The trend in Europe Is toward more and

more social services, with heavier and heav-
ier taxes on employers, plus larger contribu-
tions by the Government out of general reve-
nues. This suggests that, in the United
States, as the years go on, the Government,
too, will be called upon to support the pen-
sion fund in addition to the payroll taxes
that now are scheduled.

Mr. KERR. Mr. President, will the
Senator from Utah yield?
Mr. BENNETT. I yield.

Mr. KERR. Was the Senator in the
Chamber the other day when the dis-
tinguished Senator from New Mexico
[Mr. Anderson], one of the cosponsors of
the amendment, and the distinguished
Senator from New York [Mr. JavitsI
were discussing one provision of the
amendment and made it quite clear,
with reference to section 1716, beginning
on page 45, that the sponsors of the
amendment had agreed in principle
upon what the language of the amend-
ment should be, but were still discussing
among themselves the question as to
what the language should consist of and
provide if and when it were voted upon?
Mr. BENNETT. I was not then on

the floor, and did not hear that debate.
This is a process which may be safe in
committee, up to a certain point; but
after we discuss proposed legislation in
principle on the floor of the Senate and
after the Senate finally votes on it, there
is no time, later, to correct the language,
except in conference; and inasmuch as
this bill has the unique - distinction of
having originated in the Senate, there
is no assurance that it will go to a con-
ference. I understand that some Sena-
tors who are joining in support of this
measure are still considering changes
in the language of their own amend-
ment—changes which probably will be
offered to us from time to time, as the
debate continues.
Mr. KERR. The Senator's remarks

are very appropriate. In fact, when one
of the proponents was discussing the
amendment, he was asked how many
persons would be affected by it; and he
had to have considerable consultation
with a member of the staff before he was
able to determine whether 2V2 or 17 mil-
lion persons would be affected by it-
all of which would seem to indicate a
real necessity for the Senate to have an
opportunity to have one of its commit-
tees learn who would be affected by it

and what language it would contain, be-
fore the Senate takes final action on it.

Mr. BENNETT. It seems to me that
this may be one of the bills with attrac-
tive titles, and the proponents are
anxious to have the bill passed on the
basis of the attractiveness of its title,

and are not too much concerned about
the details of the bill itself.

Mr. KERR. No doubt the Senator is

aware of the fact that approximately 75
pages of legislative matter are involved
in the amendment, as it was submitted;

No. 116-
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and, furthermore, in view of the remarks
by the sponsors, it seems likely that many
additional pages of language will be in-

cluded in the amendment before its

sponsors will be able to agree upon what
the language of the amendment should
be when it is voted on.
Mr. BENNETT. Yes, I am aware of

that. If this measure had been handled
in the regular committee process, the
business of reworking the language
would have occurred in committee, and
we might have had another 75 pages of

amendments. However, if such amend-
ments had been worked out in the com-
mittee, they would have been carefully

considered, and would not have been
hastily put together on the floor of the
Senate in order to attract a vote here
and a vote there or to satisfy a ques-
tion raised by one Senator or another.
Mr. KERR. And if the committee re-

ported it, the bill would be accompanied
by a report which would disclose with
great clarity the contents of the pro-
Rosed legislation.

Mr. BENNETT. Yes; and certainly

that is one of the things which it is im-
possible to have under the process under
which we have been working.
Mr. President, in addition to the mate-

rial which I have previously asked to

have printed in the Record, I shall ask
unanimous consent to have printed in

the Record, at the conclusion of my
remarks, several items.

First, I submit a statement of policy
regarding the position of the American
Farm Bureau on the administration's
medical care program.
The American Farm Bureau Federa-

tion has consistently taken a firm posi-
tion against the inclusion and liberaliza-

tion of benefits which would require an
increase in social security taxes.

To bring myself up to date on this

matter, I checked with the American
Farm Bureau Federation, and was in-
formed that its attitude on this modified
bill is adequately presented in an edito-
rial statement released last year by
President Charles B. Shuman; and it

appeared in Nation's Agriculture for
November 1961. This statement is based
on the policies adopted by the elected
voting delegates in recent annual meet-
ings, and reflects the thinking of more
than 1,600,000 farm families in America.
The most recent policy was approved

December 14, 1961, and I quote it: "So-
cial security taxes should not be in-
creased to pay medical costs for any
portion of the population."

I now ask unanimous consent to have
printed in the Record the following:
An editorial, from the Nation's Agri-

culture, dated November 1961, and en-
titled "Socialized Medicine."
An editorial, from the Wall Street

Journal of May 22, 1962, entitled "One
Sunday Afternoon."
An editorial, from the Wall Street

Journal for June 11, 1962, entitled "A
Warning From Mr. Roosevelt."
An editorial, from the Deseret News of

Salt Lake City, Utah, dated July 2, 1962,
entitled "The Road to Socialized Medi-
cine."

An editorial, from the Salt Lake
Tribune, dated June 5, 1962, entitled "A
Back-Door Plan To Get Medicare Law."
A news release, dated July 9, issued by

the Blue Cross Association, stating its

opposition to the "patchwork" Anderson
amendment.
There being no objection, the state-

ment, editorials, and release were or-
dered to be printed in the Record, as
follows:

[From Nation's Agriculture, November 1961]

Statement of Position of American Farm
Bureau

The next session of the Congress -will be
brought under great pressure to adopt leg-
islation for the inclusion of medical care
for the aged in the social security system.
This emotion-charged issue is the entering
wedge for national compulsory Government
health and medical care—socialized medicine.
One of the original proponents of Gov-

ernment-managed medical care, ex-Con-
gressman Forand, frankly admitted as much
when he said: "If we can only break through
and get one foot Inside the door, then we
can expand the program after that."
The current scheme provides for an in-

crease in social security taxes by raising
both the tax rate and the amount of earn-
ings subject to tax. The higher revenues
would be used to pay for doctor, hospital
and nursing home expenses for all aged per-
sons who are on social security regardless
of need. The Secretary of Health, Educa-
tion, and Welfare would develop regulations,
determine whether charges were reasonable
and, in effect, approve doctors and hospitals
of the Nation.

Is there a real need for this new step
toward welfare state socialism? In 1960
legislation was enacted providing Federal
grants to the States for medical assistance
for older people with low incomes.
A recent survey reveals that less than 15

percent of the aged are unable to provide
the finances for adequate medical care from
their own resources. Approximately 130 mil-
lion people in the United States are now
protected by voluntary prepaid hospital ex-
pense insurance. Surgical and medical ex-
pense protection for all age groups is being
added to this coverage at a very rapid rate.

With this evidence of limited and rapidly
diminishing need, why are the proponents
of this step toward socialized medicine so
Insistent on taxing workers to pay the medi-
cal bills for the millions of older people,
most of whom are able to help themselves?
The answer is obvious. The Government

interventionists do not believe that the
people are capable of spending their own
money wisely. They believe that Govern-
ment bureaucrats and planners will make
better decisions on how to spend the income
of the workers than the individuals who earn
the money. Furthermore, the more money
the Government has to spend, the greater
is the power of the politicians in charge.
The vast majority of farmers believe in the

maximum possible freedom of choice, com-
petition, and opportunity. They do not want
to be assigned to a Government doctor whose
income depends on his political standing
rather than upon his competence.

Farmers believe in taking care of their
own but, when assistance is needed, it should
be administered by local government—not a
remote Washington agency. They are
alarmed by the potential cost of the con-
stantly expanding social security system

—

the social security tax rate is already sched-
uled to rise to almost 10 percent of the
payroll base by 1969. They also under-
stand that socialism is government manage-
ment of individuals and their spending.

Farmers challenge the theory that govern-
ment "can do it better" or spend more wisely.
Government-run schools and hospitals are
not superior to private Institutions; the De-
partment of Agriculture does not store or
market grain as efficiently as the private
trade; electricity from public powerplants
Is usually more costly than from private
utilities when hidden costs and tax advan-
tages are considered; government-controlled
medicine would be expensive and
unsatisfactory.

[From the Wall Street Journal, May 22, 1962]

One Sunday Afternoon
Since the days of the ancient Athenians

one of philosophy's often expressed fears
about democracy has been that its political

leaders would yield to the demagogic clamor
of the crowd. In our own country's begin-
ning there were men who prophesied that
would cause our ending.

Well, we've had our share of demagogues

—

in our own time Huey Long and Townsend
come readily to mind—who made political

capital of social discontent. Sometimes, as
Congress did back in the thirties on the sol-

diers' bonus, our political leaders have
yielded to the clamor.
But on the whole we have been lucky.

While President Roosevelt was responsive to
the people's mood, he didn't try to create
discontent where none existed before; he
opposed not only the soldiers' bonus but also

Huey Long and the Townsendites.

So we come to last Sunday afternoon.
Across the land there were 33 great rallies

for a bill which, so it is said, is going to
take care of the medical bills of all the Na-
tion's old people with hardly any cost to
anybody at all. These rallies were sponsored
by the administration and arranged by an
organization called the National Council of
Senior Citizens for Health Through Social
Security, created for this purpose. The
biggest of these rallies was held in Madison
Square Garden in New York under the stage
managership of Z. J. Linchtenstein, a profes-
sional organizer who learned his business
organizing anti-Communist efforts in his

native Poland.

All these rallies were addressed by impor-
tant people, Vice President Johnson spoke
in St. Louis, Secretary of the Interior Udall
in Kansas City, Secretary of Commerce
Hodges in Boston. And so on, with Presi-
dent Kennedy himself at Madison Square
Garden, from which his speech was carried

to the Nation over three television networks.

President Kennedy's speech, which set the
tone for the others, wasted little time on the
specifics of the King-Anderson bill; in fact,

in all the day's outpourings there was
hardly any serious discussibn of the prob-
lem itself or of any alternative proposals
that have been made. Mr. Kennedy's theme
was that the people were demanding this

particular bill, would have no other, and that
it was being blocked only by the wicked
machinations of the American Medical Asso-
ciation.

At the Garden, from which the circus had
Just moved out, there were some 15,000 peo-
ple, mostly old people in shirt sleeves, come
to hear the President's promises and enjoy
the entertainment. Bert Parks was master
of ceremonies, there was a full-sized sym-
phony orchestra, LaVern Hutcherson and
Avon Long did a medley from "Porgy and
Bess," and the stars included Robert Mer-
rill of the Metropolitan Opera and Mitch
Miller with his Sing-Along group.

It was a very hot day in New York, but
the air was festive, and as the old people
filed out afterwards most of them were
smiling and happy. We suppose it was the
same all over the country, where the other
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rallies could follow the show in New York
through an elaborate television hookup.
Such being the mood of the day, there

fleems little point in our indulging either in

.-any serious discussion about this promise of

the Government to take care of us in our

old age. It was hard to keep our minds on
that anyway, as our thoughts drifted off in

another direction.

If it were true, as everybody was saying,

that there was already an irresistible clamor

from the people for this program, why was
it necessary to have this 83-ring circus?

Could it be true that the men in Congress

who come from our cities, hamlets, and
farms have really been so deaf to the voices

back home that they have not heard the
spontaneous cry for the Government to give

us this boon?
And our thoughts wandered even further

afield. Like the philosophers of old, we
know that it is sometimes difficult for states-

men to resist the cry for bread and cir-

cuses. But at the moment we could not
recall another occasion, at least in our own
country, when all the leading statesmen of

-the Nation joined the bands and the per-

tormers on the stage to urge the crowd to

raise a clamor for what they had thought
up to give them.
A quarter of a century ago we sat under

a hot California sun and heard some simple
people dazzled by promises of ham and eggs

and $30 every Thursday. The memory
seemed very vivid last Sunday afternoon.

[From the Wall Street Journal, June 11, 1962]

A Waentng From Me. Roosevelt

When Franklin Roosevelt proposed estab-

lishment of the social security program in

1935, he was careful to warn Congress against

"extravagant action." If the program were
"too ambitious," the President said, "its

whole future would be endangered."

As the years have gone by, the program
has certainly grown a great deal more am-
bitious, and now there's this enormous po-
litical pressure to push it into the field of

medical care. The House Ways and Means
Committee is scheduled to take up the ad-
ministration medicare bill this week.

Now we realize that any criticism of the
27-year-old American social security insti-

tution is regarded in some quarters as some-
how suspect, if not downright unpatriotic.

Nonetheless, it's time we paused to ponder
the meaning of Mr. Roosevelt's words.

In terms of its later growth, social se-

curity got off to a slow start. Farmworkers,
domestic employees, and a number of other
groups were excluded from coverage. Bene-
fits for the aged were to range from $10 a
month to $85, and no payments at all were
to be made until 1942.

But this Initial design was soon altered.

Even before the first social security taxes

were collected, organized labor was pressing

for a liberalization of benefits. In 1939,

Congress responded by broadening the pro-

gram to include dependents and survivors

of the aged and, in addition, advanced the

date of first benefits to 1940 from 1942. And
so it has gone from that time to this, with
benefits and coverage being steadily enlarged

and expanded, especially in election years.

How has Congress provided for payment
of these growing benefits? In the beginning
the plan was to build a giant reserve fund,
invested in Government bonds, so that
eventually interest income would shoulder a

large part of the benefit burden- Taxes were
to start at 1 percent each on employees and
employers, based on the first $3,000 of each
employee's wages, and were to rise to iy2
percent in 1940 and then by stages to an
"ultimate" rate of 3 percent by 1949.

But politicians aren't anxious to boost
taxes on voters if they think there's any
way around it. And with tax receipts run-

ning far -ahead of benefit payments In the
.early years of the program, Congress couldn't
«ee anything urgent about tax boosts at all.

As a result the tax Tate didn't rise to 1%
percent until 195Q, a. decade behind schedule.
Soon things began (closing in on social

.security and its manipulators. With reserve
funds shrinking fast, Congress found that
both old and new benefits called for new
taxes. So the maximum tax on each em-
ployee now is $150 a year, compared with
the $90 that the lawmakers first thought
would be the "ultimate."
And the end -isn't even remotely in sight.

The reserve fund, in any real sense, is no
longer any reserve at all. Its Interest earn-
ings each year now equal only about 2 per-
cent of benefits. To keep the program
stumbling along on a hand-to-mouth basis,

even without the added burden of medical
care, tax rates are slated to rise by nearly 50
percent in the next 5 years. It's certain
there will be pressure for more benefits,
whether medical care or something else.

That's the way politicians have been using
social security for 27 years.

If the pressures continue to bring action,
even higher taxes than those now envisioned
will be needed to keep the system from slid-

ing into insolvency. Ironically, the taxes
bear hardest on the lower-income groups; as
things stand now, earnings above $4,800
aren't touched. Yet the benefits, because
they are tax-exempt, are most helpful to the
wealthy. To a person in the 20-percent-tax
bracket, $800 of social security payments is

equal to $1,000 in taxable income. To a 60-
percent-bracket taxpayer, the $800 payment
is equal to $2,000—twice as much.
There are other inequities. Middle-aged

and older workers who entered the plan in its

early years had the prospect of getting back
a good deal more than they put in. But an
average worker under 40 who enters the plan
now, with tax rates so high and rising, has
little prospect of receiving benefits worth
even as much as the taxes he paid. Not to
mention that the more inflation we have the
less his benefits will buy.

As time goes on, the people at work will

take on more and more of the burden of
paying growing benefits to people already re-

tired. 16 there no limit to the load America's
active work force will accept?

For the average American, even now, so-
cial security is a costly way of buying insur-
ance. That's because a true insurance system
operates with a reserve fund, a fund that
generates interest income to carry much of
the load. Americans, especially labor union
leaders who negotiate pension fund agree-
ments, are becoming increasingly familiar
with this principle. Will there, at some
point, be a public outcry against the high
cost of social security?

There is another worry, and this is one
that should have special significance for an
administration which so often voices con-
cern about the rate of economic growth. To
speed growth, the Nation must have more
savings and investment. And social security
cannot help but divert funds from savings,
since it takes over many burdens that other-
wise would be carried by insurance. When
savings go into regular insurance companies,
they are invested in productive enterprise.

When funds go to the Government, they
merely fuel nonproductive Government
spending. Is there no limit to the diversion
of savings the Nation can weather?

Entirely aside from all the social implica-
tions of expanding social security, the eco-
nomic questions must be considered now.
For the financial planning of most Ameri-
cans centers on social security, and the sys-

tem should not be lightly sacrificed for
political gain.

In these Democratic days in Washington,
you'd think there would be someone willing
to -listen to Mr. Roosevelt's warning.

[From the Deseret News, Salt Lake -City,

Utah, July 2, 1962J

The Road to Socialized Medicime
The way the controversial King-Anderson

"bin on medical care for -the aged Is being
watered down looks like a sure sign that it is

in trouble in Congress, as it ought to be.
This makes a mockery of the earlier rosy

assurances from the "bill's supporters that
the measure had overwhelming support and
-virtually nothing could stop it. If that were
really the case, they would not be offering
to compromise on certain provisions.
But if what happened to the administra-

tion's ill-fated farm bill is any indication,
the proposed compromises on the "medicare"
measure wont help it much. The parallel
between the farm and medicare proposals is

this: At the last minute several "sweeteners"
to the farm bill were offered in an attempt to
make its harsher provisions more palatable
to Congress, but since they didn't alter the
bill's basic flaws, it was defeated.
The same thing seems to be the case with

the medicare measure. That is, the sug-
gested medicare compromises do meet certain
objections—but in the process they create
new ones, besides which they do not go to the
heart of what's wrong with the medicare bill.

The basic trouble with 'the proposed com-
promises is that they try to be all thing6 to
all men. Thus, the major changes made in
working out the compromise would:
Permit States to set up their own health

care plans by sending the participating State
a lump sum to provide the basic health care
for its aged. This, of course, raises the time-
worn objection that it's wasteful and inef-
ficient to raise tax funds in the States, send
it—or, rather, part of it—back to the States
again.
Place the medical care money in a trust

fund separate from the rest of the social
security fund : That might not be a bad idea
since the social security fund is in such poor
fiscal condition. But if that's done, what's
the sense in tying the medicare program to
social security in the first place?

Cover about 2.5 million persons not under
social security. (The original bill would have
covered only those persons participating in
social security.) The trouble with this is

that social security participants evidently
would have to shoulder the extra burden of
paying for the medical care of those not cov-
ered by social security, which would be mani-
festly unfair.
Permit participants to continue their

private insurance plans, with the Govern-
ment paying for part of the premiums in-
stead of receiving the payments directly from
the Government. But since the Govern-
ment could argue with some justification
that it should set standards to determine
which private insurance firms would qualify
to participate, this might well open the door
to further Federal regulation of this particu-
lar segment of free enterprise.

Beyond these objections, the compromise
medicare proposal is still a scatter-gun ap-
proach to the problem. Three-fourths of
the population already has some form of
medical insurance. Of those over 65, more
than half have medical coverage. Moreover,
coverage has been growing steadily—so why
meddle with progress?

Still another danger is that if the Govern-
ment is to provide, on a compulsory tax basis,

medical services for one age group, why
shouldn't it do the same tor other groups?
The end of this road is clear—socialized
medicine.
What it all adds up to is that combining

Government and medicine creates an un-
-happy mixture that would best be left alone.

[From the Salt Lake Tribune, July 5, 1962]

A Back-Door Plan To Get Medicare Law
The administration is making a strenuous

effort to get congressional approval of its
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social security medicare program by round-
about, and questionable, Senate action.

Styrnied by inability to blast the King-
Anderson bill out of the House Ways and
Means Committee, administration forces

have attached the bill as an amendment to

a bin already passed by the House for ex-

tension and increase of certain Federal wel-
fare payments to needy persons and de-
pendent children.
Many Senators object to attaching such a

vital piece of legislation as medicare as a
rider to an unrelated bill. This threatens
to destroy, or at least delay, vital legislation

on which there is general agreement. The
aim is to swing votes to the controversial

rider in order to get the initial bill passed.

In this case the welfare bill must be passed
promptly or some of these aid programs
cannot be continued. Authorization for

some of the funds expired June 30. The
States, which administer the aid programs,
are concerned—which may explain in part
why 19 State Governors in their 54th annual
conference voted for a resolution favoring
the administration's social security medicare
program.

Senator Anderson, one of the sponsors of

the King-Anderson bill, has made certain

changes in consultation with Senate oppo-
nents of the original measure which he hopes
will gain enough votes to get it through the
Senate.
But the compromises do not touch the

heart of the matter, which is the tying of

medicare to social security.

The medical profession opposes this be-
cause the doctors are convinced that once
health care is tied to social security, it will

inevitably expand until most, if not all,

health care is brought under Government
control and financed through federally im-
posed taxes.

Walter Reuther, head of the United Auto
Workers, who has advocated many socialistic

causes, made this very clear in his testimony
before Congress. He said: "If we can get

the principle established, we want to build

on that principle." President Kennedy him-
self has described the King-Anderson bill as

just a start.

Once health care of even the limited kind
spelled out in this bill is tied to social

security, we do not doubt it will inevitably
expand, first to give a better level of care

to older citizens, then to extend social-

security health care to other age brackets.

It may be that the people of the United
States want to adopt a scheme of socialized

medicine such as is in effect in Britain and
in many European countries.

But if so, it should be with eyes open,
and after full debate, not by a foot-in-the-
door subterfuge based on first establishing
the principle and then building on it to
accomplish full social -security financed
health care.

The Tribune does not believe this country
wants socialized medicine. We do not be-
lieve social security should be distorted by
paying for health services rather than paying
pension benefits based on previous earnings.

Furthermore we do not think a fair test

has been given the aim of providing adequate
medical care for the aged through the Kerr-
Mills law, or through further extension of the
voluntary health insurance programs which
have already done so much to bridge the
medicare gap.

It is regrettable that this whole problem
has become such a political issue, charged
with emotionalism, and characterized by
misinterpretation and subterfuge.

Social security medicare is too vital a deci-
sion to be slipped through the back door as a
rider on unrelated legislation. It should be
decided on its own merits, with full under-
standing of where advocates of this foot-in-
the-door program intend to take it in the
years ahead, once Mr. Reuther's principle of
social-security health care is established.

Chicago, July 9.—The financing of health
care for the aged with Government partici-

pation is too important a matter to be
resolved by patchwork compromise or ex-
ptdiency, said Walter J. McNerney, president
of the Blue Cross Association, today.
In a statement relating to current discus-

sions in Washington, Mr. McNerney said:

"There have bene many references to Blue
Cross during the current debate in the U.S.
Senate on the compromise proposal to fi-

nance health care for aged citizens. It is

stated that the providers of services may
select an organization, such as Blue Cross,

to represent them in dealing with the Fed-
eral Government and that the Secretary of
Health, Education, and Welfare may enter
into an agreement with the agency so sel-

lected to perform some of the administrative
functions of the program. Just how this
would work out Is not clearly defined, but
at best it seems that Blue Cross would serve
largely as a conduit for money and instruc-
tions from the Department of Health, Educa-
tion, and Welfare to the providers of the
services. In our view this is not the most
efficient and realistic way in which to utilize
the assets and capabilities of Blue Cross
plans. It is unfortunate that this and other
provisions of the compromise plan have been
advanced without the" thorough examination
warranted by so complex a subject.
"The member plans of the Blue Cross As-

sociation are on record to the effect that
many retired aged persons need Government
assistance to enable them to purchase health
protection through the voluntary system.
Based on extensive experience in covering
more than 5 million aged persons and long
standing relations with the Nation's hos-
pitals in every State, the plans feel that the
Government assistance to the aged should
be related in amount to income levels; that
legislation should state benefits only in
broad categories so that the realities of
changes in medical science and revenues
coiild be reflected; and that Government's
relations with Blue Cross should be on an
underwriting basis rather than a cost plus
basis; i.e.. Blue Cross, to the extent that it

is involved, should assume the risks at a
given rate for a given period of time. The
scaled income provision would help those
aged who need It the most; it would encour-
age preservation of present coverage; and
it would avoid a means test. Furthermore,
an underwriting basis would enable the
Congress and the administration to deter-
mine annual costs in advance, and would
preserve to the highest possible degree the
concept of loca}- responsibility through local

plan administration.
"Our estimate is that the income from

the revenues provided in the amendment
proposed in the Senate is not sufficient to
cover the benefits described. Furthermore,
it is doubtful that some of the benefits could
be produced by providers of services because
of shortages of skills and facilities in many
areas.

"The voluntary system is undergoing an
orderly progression in covering disadvan-
taged groups such as the aged. The control,
underwriting and cost relations developed
are effective and getting stronger continu-
ally. It is hoped that the Congress will do
nothing to retard continued progress in thi6
area."

Mr. BENNETT. Mr. President, the
Senate has been very patient with me,
this afternoon; and I appreciate the op-
portunity to present these views on the
proposal before us. I am afraid I shall

have other views to present, and no
doubt before the end of the debate I shall

again take the floor, to expand on my
views on some of these problems. But
at this time, in closing my remarks now,
I urge the Senate to reject the Ander-
son amendment.



1962 July 11 CONGRESSIONAL RECORD— SENATE 12363

PUBLIC WELFARE AMENDMENTS
OP 1962

The PRESIDING OFFICER. The
unanimous-consent agreement with re-
spect to the public assistance and wel-
fare bill (H.R. 10606), comes into effect

at this time.
The Senate resumed the consideration

of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
Mr. MANSFIELD. Mr. President, a

parliamentary inquiry.
The PRESIDING OFFICER. The

Senator will state it.

Mr. MANSFIELD. What is the pend-
ing question?
The PRESIDING OFFICER. The

pending question is on agreeing to the
amendments offered by the Senator from
New Mexico [Mr. Anderson] for himself
and other Senators to the public assist-

ance and welfare bill.

Mr. MANSFIELD. A further parlia-
mentary inquiry, Mr. President. ,

The PRESIDING OFFICER. The r

Senator will state it.

Mr. MANSFIELD. It is my under-
standing that, while the Anderson
amendments are the pending question,
they will not be voted upon until next
Tuesday, at a time certain, and that in
the meantime other substitutes or
amendments may be offered under a time
allocation. Is that correct?

The PRESIDING OFFICER. The
Senator is correct.

Mr. ALLOTT. Mr. President, I send
to the desk an amendment and ask for
its immediate consideration.

The PRESIDING OFFICER. The
amendment offered by the Senator from
Colorado will be stated.

The Chief Clerk. It is proposed, on
page 75, to strike out, beginning with
line 3:

Mr. DIRKSEN. Mr. President, will

the Senator yield?

Mr. ALLOTT. I yield.

Mr. DIRKSEN. May I inquire wheth-
er the distinguished Senator from Colo-
rado has one or more amendments, and

whether he expects record votes on
them?
Mr. ALLOTT. The Senator from

Colorado has several amendments, but
does not anticipate asking for a record
vote.

Mr. DIRKSEN. Can the Senator from
Colorado give us some intimation as to
how much time he will require on them?
Mr. ALLOTT. The Senator from

Colorado thought he would probably
offer about four amendments this after-
noon.
Mr. DIRKSEN. Very well. I thank

the Senator.
The PRESIDING OFFICER. The

amendment offered by the Senator from
Colorado will be stated.
The Legislative Clerk. It is pro-

posed, on page 75, to strike out beginning
with (3) on line 10 through the word
"Act" on line 12.

; Mr. LAUSCHE. Mr. President, will

the Senator from Colorado yield me 3
minutes from the time on the bill?

'Mr. ALLOTT. Mr. President, I ask
unanimous consent that I may yield the
distinguished Senator from Ohio 3 min-
utes from the time on the bill, with the
understanding that I shall riot thereby
lose my right to the floor.

The PRESIDING OFFICER. Is there
objection to the request of the Senator
from Colorado? The Chair hears none,
and it is so ordered.

Mr. LAUSCHE. Mr. President, I send
to the desk, for printing under the rule,

an amendment which I intend to offer.

The amendment would deal with the
Health Insurance Benefits Advisory
Council which would be created under
section 1712, on page 37, of the Ander-
son amendments.
The section would provide that there

be created a Health Insurance Benefits
Advisory Council, consisting of 14 mem-
bers. The 14 members would be ap-
pointed by the Secretary of the Depart-
ment of Health, Education, and Welfare.
The section provides, in part:

Not less than lour of the appointed mem-
bers shall be persons who are outstanding
in the fields pertaining to hospitals and
health activities.

My amendment contemplates identi-
fying 12 of the prospective appointees by
way of occupation. My amendment
would provide that

:

Of the appointed members, not less than
three shall be actuaries, not less than three
shall be persons who are outstanding in the
fields pertaining to hospitals and health ac-
tivities, not less than two shall be members
of the medical profession, not less than two
shaU represent management, and not less

than two shall represent labor.

The purpose of my amendment is to

have on the Advisory Council persons
who are members of professions which
are directly interested in the sciences
and arts connected with the program.
I would provide for the appointment of
three, actuaries. In my opinion, actu-
aries are vital to the efficient operation
of the Advisory Council. I would pro-
vide for three members who are ac-
quainted with the management of hos-
pitals. I believe such appointments are
vital. I would provide that not less than
two members shall be members of the
medical profession, that two shall rep-

resent management, and that two shall
represent labor.

Under the language of the Anderson
amendments only four persons would.be
identified as persons having experience
in hospital management. I think the
presence on the Advisory Council of
actuaries is absolutely needed to insure
that fiscally the system, if it is adopted,
will be efficiently operated.

I thank the Senator from Colorado for
yielding me this time.
The PRESIDING OFFICER. The

amendment will be received and printed,
and will lie on the table.

The Senator from Colorado has the
floor.

Mr. ALLOTT. Mr. President, a par-
liamentary inquiry.
The PRESIDING OFFICER. The

Senator will state it.

Mr. ALLOTT. How much time have I

remaining on the amendment?
The PRESIDING OFFICER. The

Senator has yielded 4 minutes. The
Senator has 26 minutes remaining.
Mr. ALLOTT. I thank the Presiding

Officer.

Mr. President, we are considering to-
day a health care proposal which, if en-
acted, would destroy America's unique
system of competitive medicine and
could bankrupt the social security
system.

It would dilute the quality of medical
care to the detriment of the patient. It

would drastically change the original
concept and purpose of the Social
Security Act. It would shamefully ex-
ploit our elderly for political purposes.
It would tax many of the poor to provide
health care for many of the rich. It

would encourage dependency rather
than independency.
Mr. President, this proposal relies on

compulsion and denial of freedom; it

proclaims the state superior to the in-

dividual; it violates Judeo-Christian
teachings because it rejects the divinity

of man.
The measure before us was hastily con-

ceived. It is nothing more than an ex-
panded version of what is known as the
King-Anderson bill. The bill is basically
bad. The cloak of compromise does not
change its defects or conceal its inherent
dangers. It is still "a medicare wolf in

sheep's clothing."
Yet, Mr. President, Congress is being

asked to abandon its customary rules
and traditional procedures and to hastily
approve a proposal which would not be-
come effective until January 1, 1964. Let
us not be stampeded into making a hasty
decision on a hastily conceived measure.

That great American, Abraham
Lincoln, once said:

If we could know first where we are, and
whither we are tending, we could better

Judge what to do and how to do it.

There are many questions still un-
answered.

It is often generalized that the elderly
of this Nation are unable to pay their
medical bills and that most of them are
in poor health. But as far as I have
been able to determine, there are no facts
or figures as to how many—I repeat:
how many there are over 65 who need
and want medical and hospital care and
do not get it.



12364 CONGRESSIONAL RECORD— SENATE July 11

I am certain, however, that the health
care problems of the aged definitely are
hot of the magnitude as represented by
some wishing to exploit them for politi-

cal purposes.
No one wants anyone, regardless of

age, to suffer from the lack of medical
care.

But the problem before us is to deter-
mine the most sensible way to help those
who need help without sacrificing the
present high quality of medical care
available to the Nation and without
starting this Nation down the road to

socialized medicine.
The measure now before us proposes

to provide health care to everyone over
65, whether it is needed or not. Some-
body might need it; so everybody gets it.

This is a shocking disregard for the tax-
payers' money.
This health care proposal is based on

the false premise that most of the aged
are ill and poor.
A quick sampling of surveys and stud-

ies made in various sections of the coun-
try indicate the problem of our aged
citizens is an overexaggerated one.
For example: The Fort Wayne, Ind.,

News-Sentinel recently reported that "a
documented survey—see reference one-
provides indisputable evidence that In-
diana's senior citizens are, for the most
part, in position to finance their own
health needs. Of the 445,510 Hoosiers
age 65 or over, 94 percent are caring
for themselves either out of private in-

come, savings, insurance, pensions or
other nonwelfare sources."
The survey pointed out that 300,560 of

the aged group own their own homes and
367,000 are eligible and covered for health
and accident insurance by commercial
insurance companies, Blue Cross, Blue
Shield, or by veterans' benefits.

The survey also revealed that out of

4,357 hospital admissions for those over
65 only 84 patients, or 1.93 percent, were
unable to pay or make arrangements for
payment of their hospital bills.

Another study was made in Greene
County, Mo.—see reference two—where
the residents are described as being in
the middle-to-low income group, with
farming and small manufacturing the
basis of the economy.
One portion of the study included pa-

tients of 18 physicians doing mixed
family care and specialty practice. The
survey disclosed that patients over 65
are responsible for only 9 percent of

the unpaid bills.

A 100-bed, general medical and surgi-

cal hospital also was surveyed. A study
of the unpaid bills at this hospital re-
vealed that the 65-and-over group has
the best record for payment of hospital
bills. Of the 857 elderly patients treated
during an 11-month period, only 15 per-
cent failed to pay their bills.

A survey conducted—see reference
three—at the Billings, Mont., Deaconess
Hospital disclosed that almost 95 per-
cent of the hospital bills of 559 aged pa-
tients were paid within 6 months.
Spot surveys by three Blue Cross

plans—see reference four—indicate that
the majority of hospitalized persons 65
and over either are having the cost of

hospitalization paid by health insurance
or are paying the cost from personal
resources.

Results of the 1-day surveys in Texas,
Oklahoma, and northeast Ohio showed:

First. Eighty-three percent of the
2,596 persons 65 or older who were in 60
northeast Ohio hospitals last Febru-
ary 7 were covered by health insurance
or had the resources to pay their bills.

Second. 61.2 percent of the 1,300 aged
persons in 44 Oklahoma hospitals last

March 14 had health insurance or pri-

vate resources, and the remaining 38.8

percent were receiving either old age as-

sistance or medical assistance to the aged
through the Kerr-Mills law.

Third. 70.9 percent of the 5,701 aged
patients in 480 Texas hospitals on April

11 had some form of health insurance
coverage.
A survey—see reference 5—of 296

patients, aged 65 or older, who were
treated at Staats Hospital in Charles-
ton, W. Va., in a 1-year period showed
that only 1.5 percent did not pay their

bills.

Patients over 65—see reference 6

—

at the Tucson, Ariz., Medical Center had
a far smaller percentage of uncollectable

bills than patients under 65, according
to a study by M. G. Wolfers, president
of the Arizona Hospital Association.

This study, which included 1,960 pati-

ents 65 or over, revealed that only 0.36

percent of their hospital bills were un-
paid.
In the State—see reference 7

—

of Vermont, which I am told has a high-
er percentage of its population over age
65 than any other State, a survey showed
that 80.7 percent of the aged said they
would pay doctor bills through health
insurance, from savings, or with current
income.
The fact is that there is considerable

evidence that the majority of people over
65 are able to finance their own health
care.

Additional evidence is found in the
studies made by the Conference of Cath-
olic Charities in three lower-middle-in-
come parishes in St. Louis, Cleveland,
and Buffalo.
The report stated

:

When asked who would pay for hospital-
ization if it were necessary, between 80 per-
cent and 90 percent of all the aging in all

studies said they had hospitalization insur-
ance, savings, or potential help from children
and relatives. The Buffalo study, which had
the only further analysis of this kind, found
7 percent who would turn to welfare organ-
izations and 5 percent who said they did
not know what they would do.

Of the approximately 63,000 persons
age 65 or over in the State of Montana

—

see reference eight—about 6,500 require
assistance through public welfare and
the remaining 58,500 are able to provide
their own living expenses and medical
care through investments, savings, cur-
rent employment, pensions and health
insurance.

Studies show that the overwhelming
majority of aged patients in Delaware

—

see reference nine—can and do pay their
hospital care. Of the aged admissions
in Delaware hospitals, 86.2 percent paid
the hospital bill in full.

These are only a few examples of
studies conducted by various groups, but
they provide proof that the problem has
been blown out of proportion. There
are some of our aged who are needy, or
near needy, but to generalize about a
group of 17 million on the basis of a
relatively few individual cases is

exploitation.

The Right Reverend Mdnsignor A. C.
Dalton, director of Catholic hospitals,
archdiocese of Boston—see reference
10—told the Senate Subcommittee on
Problems of the Aged:
Prom all that I have observed, heard, or

read, it is my opinion that the problem of
our aged citizens is an overexaggerated one.
Reliable authorities appear to be unanimous
in stating that the vast majority of those
65 years and over present no special prob-
lem; they can handle their own situations
well or have them handled satisfactorily by
those near and dear to them. It is with
regard to the minority that any problem
exists * * *. Public interest focuses upon
this minority all out of proportion. This is

no doubt due to the rapidly increasing num-
ber of these aged citizens and the fact that
such an increase was neither foreseen or well
prepared for. The result is a certain amount
of confusion and not a little hysteria in
trying to arrive at a sane and sensible
solution.

Aged persons value their independence
and may be resentful if ready-made
plans for their welfare are thrust upon
them, according to a study conducted
by the Catholic;—see reference 11—Uni-
versity of America's Bureau of Social
Research among 466 aged residents of
Wilmington, Del., and among 130 per-
sons 60 years of age or older living in
Wilmington suburbs.

The bureau concluded that while there
is a minority of aged persons who are
"desperately poor or seriously ill," Wil-
mington's senior citizens as a group ap-
pear to be financially independent,
socially well adjusted, and in good
health.

The study showed that more than tWo-
fifths of both men and women surveyed
believe they are financially able to pro-
vide comfortably for themselves the rest
of their lives. Another two-fifths can
pay ordinary expenses. Nearly 62 per-
cent of the men and 54 percent of the
women own their own homes or
apartments.
Some 71 percent of the men and 67

percent of the women either had not
been confined to bed, or had been con-
fined 6 days or less by illness in the
preceding year.

More than two-thirds of all respond-
ents spent either nothing or less than
$100 for medical care in the preceding
year. Approximately four-fifths had
been attended by private physicians
rather than at hospital clinics for minor
illnesses in the preceding 5-year period.
More than two-thirds said they would

pay for long-term hospitalization
through hospital insurance and/or sav-
ings.

"The most striking feature of this
whole analysis," the bureau said, "is the
relative economic independence of such
a very high proportion" of both men
and women.
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A study of a random cross-section of

all older persons in the United States

disclosed that the health care problems
of the aged definitely are not of the mag-
nitude they have been purported to be.

This study, conducted by the Nation-
al—see reference 12—Opinion Research
Center of the University of Chicago, re-

vealed that only 9.6 percent of persons

aged 65 and over said they could pay a
medical bill of $500. More than 90 per-

cent said they have available means to

meet such a bill.

Findings of the Federal Reserve Board
disclosed that the liquid assets of per-

sons 65 and over are up and are growing
faster than the assets of any other age
group during the last decade.
G. Warfield Hobbs—see reference 13

—

a New York banker and chairman of the
National Committee on Aging, said he
believed the whole country will vote more
effectively and intelligently and with less

emotion on health care legislation if the
people are more aware of the financial

facts Of life concerning our aged citi-

zens. He pointed out that our present
indigent aged are diminishing both by
numbers and by proportion, and are be-
ing replaced with the newly aged who
are increasingly able to care for them-
selves.

Mr. Hobbs has warned that if senti-

ment or politics carries us overboard
on a permanent basis to solve the tem-
porary financial problems of a segment
of the aged population, "we may find in
the future that we are providing perhaps
more than necessary for a very large and
self-supporting aged group at the ex-
pense of other age groups."
As proof that the new generation of

older citizens is attaining better financial
independence, Mr. Hobbs cited figures
showing that the number of aged receiv-
ing public assistance reached a high of
2,789,000 in 1950, but 9 years later there
was a decrease to 2,394,000, despite the
fact there were 3 million more in the
aged group. The reduction continues at
a rate of about 3,000 a month in spite of
a net gain in the number of aged of about
30,000 a month, he said.

Dr. Willard C. Rappleye—see reference
14—in his report as president of the
Josiah Macy, Jr., Foundation said:

Planning for the long-term future under
conditions which exist then should be given
more consideration rather than creating
permanent legislation for a temporary phase
of our economy.

Some economists believe that in the
not too distant future old-age assistance
will have been reduced to an insignifi-
cant proportion, and that a great ma-
jority of our elderly will be self-respect-
ing and financially independent based
upon a combination of social security
benefits, private pensions, private sav-
ings and insurance, and wider home-
ownership.

Today, those over 65—see reference
15—account for about 9 percent of our
total population, and, despite the retire-
ment majority, they still receive about
8 percent of all -personal incomes.
In many respects, the aged are better

off than any other group. In addition
to having higher liquid assets and higher
percentage of homeownership, their

financial, obligations are significantly

less and they enjoy tax advantages not
available to younger citizens.

I am sure most of us have heard the
statement that 60 percent of our aged
have incomes of $1,000 a year or less.

This figure, while accurate, is totally

misleading. It includes dependents,
many of whom have no individual in-

comes of their own. It would be equally
accurate, and just as misleading, to say
that nearly 65 percent of all Americans
had incomes of $1,000 or less a year.

Facts are of little significance until they
are examined and interpreted by reason.
. The report-^-see reference 16—of the
planning committee for the White House
Conference on Aging estimated the total

income of the over-65 population in the
United States from all types of private
investments at from $4,300 to $8,300 mil-
lion a year, or approximately 17 to 28
percent of the total cash income of the
group. This includes dividends, interest
on savings, annuities, rents, royalties, and
the like. Thus, at a conservative esti-

mate, a total of from $75 to $150 billion

worth of income-producing assets would
appear to be owned by this age group.
This is a healthy figure, especially in

view of the fact that it does not include
such non-income-producing assets as
homes occupied by the elderly or the
value of businesses in which the over-65
age are still actively engaged.
There are two facts that must be kept

in mind in evaluating the economic
status of the aged

:

First. Income alone is not a valid
yardstick for measuring the financial
situation of the aged.

Second. Our elderly are not a homo-
geneous group from either a financial
or health standpoint.
To generalize that the aged are in

poor health is just as misleading as to
state that most of the elderly are on the
brink of bankruptcy.
Doctors tell us that most older people

are in good health. They explain that
there are no such things as diseases of
the aged. There are diseases among the
aged, just as there are diseases to be
found in any age group.

It is true, however, that there is a
greater degree of chronic illness among
older people. But it is important to
understand what is meant by the term
"chronic illness." It means a recurrent
condition, or one that persists over a
period of time.

It is significant to note that only 14
percent of the aged with chronic ail-

ments experience any significant limi-
tation of activity. Only 5 percent have
major limitations of mobility.
There are many examples of the

chronically ill who lead perfectly normal
lives. Several years ago a diabetic rep-
resented the United States on the Davis
Cup team He was chronically ill, but
with the help of insulin he led a normal
life. President Franklin Delano Roose-
velt was chronically ill as the result of
polio. I need not comment on the active
life he was able to lead.

Just as there has been misunderstand-
ing about the financial status of the
aged there also has been confusion about
the health of our aged. Chronic illness

has been interpreted by some to mean
that most older people are sick and de-
bilitated. It is false to assume that the
majority of our aged required constant
medical attention. We would be less

than honest with ourselves if we enacted
legislation on the premise that most of

our aged are ill and unable to pay for
medical care.

A study conducted by the National Re-
tired Teachers Association and Ameri-
can Association of Retired Persons
among the organizations' members re-

vealed that 87 percent consider them-
selves in reasonably good health.
Eighty-six percent of the 150,000 mem-
bers reported that they had medical or
hospital insurance.
Voluntary health insurance and pre-

payment plans, which permit persons
of all ages to protect themselves against
the cost of unexpected illness and ac-
cidents, have made a phenomenal
growth. This growth has been referred
to as one of the great social advances of
our time.
Health insurance is now available to

all aged everywhere. Today, more than
9 million, or 53 percent, of the aged al-

ready have health insurance. The num-
ber covered has tripled in the last 10
years and the elderly are purchasing
health insurance at a faster rate than
any other age group.
In 1937, less than 4 percent of the

population of the United States had any
form of health insurance. Ten years
later in 1947, about 30 percent were
covered. Today, an estimated 75 per-
cent of the total population have some
voluntary health insurance coverage.
The PRESIDING OFFICER. The

time of the Senator from Colorado has
expired.
Does the Senator from Tennessee wish

to yield time?
Mr. GORE. Mr. President, I suggest

the absence of a quorum.
The PRESIDING OFFICER. How

does the Senator from Tennessee wish
to dispose of the time consumed in the
quorum call?

Mr. GORE. Mr. President, I ask
unanimous consent that the time con-
sumed in the quorum call not be charged
to either side.

The PRESIDING OFFICER. With-
out objection, it is so ordered. The
clerk will call the roll.

The legislative clerk proceeded to call

the roll.

Mr. HUMPHREY. Mr. President, I

ask unanimous consent that the order
for the quorum call be rescinded.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
Mr. HOLLAND rose.

Mr. HUMPHREY. Mr. President,
how much time remains on this amend-
ment?
The PRESIDING OFFICER (Mr. Met-

calf in the chair) . The Senator from
Minnesota has 30 minutes in opposition.
Mr. HUMPHREY. How much time

does the Senator from Florida desire?

Mr. HOLLAND. I could conclude in
from 5 to 8 minutes.

Mr. HUMPHREY. Mr. President, I
yield 10 minutes to the distinguished
Senator from Florida.
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Mr. HOLLAND. Mr. President, I ap-
preciate the courtesy of the acting ma-
jority leader in yielding time to me. I

am not speaking in favor of any single

amendment or in opposition to any sin-

gle amendment. I am speaking in op-
position to the absurd procedure under
which we find ourselves operating at this

time, and in an effort to show that we
are wasting our time in considering the
important question of medicare for the
aged in the way it is now being con-
sidered.
The bill before the Senate relates to

important amendments to the body of

our welfare legislation. It is a bill of

many pages. The report of the Commit-
tee on Finance, which gave consideration

to the various proposals which are em-
bodied in the public welfare amendments
of 1962, as the measure is styled, is 82

pages in length. That bill and the report
relating to it are based upon hearings
held by the Committee on Finance, as
shown by the printed hearings, consisting

of 603 pages. The hearings represent 4
full days of intensive work in the Com-
mittee on Finance and the study of the
proposed measures by the many wit-
nesses who appeared before that com-
mittee, including, of course, the official

witnesses who are charged with the ad-
ministration of the welfare acts.

Prior to the time the Committee on
Finance considered the bill, it had been
discussed at great length in the House
of Representatives. Long hearings had
been held upon the bill in that body, also.

I do not have before me the volumes of
the printed record of the hearings held
by the House committee, but I under-
stand they were even longer, both in

terms of duration of the hearings and
the extent of the printed record, than is

the case with the Senate committee docu-
ments on the subject. I have already
stated that the printed hearings of the
Senate committee comprise 603 printed
pages, and that the Senate report com-
prises 82 printed pages.

But, Mr. President, we now find that,

notwithstanding the fact that none of
those printed pages had to do with the
subject of medicare, which was being
handled in separate proposed legisla-

tion, subjected to long hearings in the
House committee, but which has not yet
come up for hearings in our own Fi-
nance Committee, we are confronted
with four long amendments—as well as
various shorter amendments to each of
them—which have to do with the subject
of medicare.

The first is the amendment proposed
by the distinguished Senator from New
Mexico [Mr. Anderson] , for himself and
a group of our colleagues; and that
amendment alone consists of 79 printed
pages; and it existed for the first time
as a proposal at the time when it came
to us in the form of this amendment,
representing, as it did, a compromise be-
tween the ideas of its distinguished au-
thors—that is to say, the Senator from
New Mexico [Mr. Anderson] and vari-

ous other authors; and, so far as I know
and believe, the bill had never seen the
light of day until a few hours before the
time when it came here as a proposed
amendment to the Welfare Act amend-

ments of 1962. Yet, Mr. President,
though it has not been subjected as a
unified measure to hearings, either in
the House committee or in the Senate
Finance Committee—and I repeat that
no hearings on this general subject have
yet been held in the Senate Finance
Committee—we are expected, on the ba-
sis of the debate on the floor of the Sen-
ate, and notwithstanding our committee
duties and our other duties, and without
the benefit of comment by the admin-
istrative agencies and all others who
have very vital interests in connection
with this measure, to decide upon it and
pass upon it—each of us from the back-
ground of his own experience—and de-
termine whether the provisions contained
therein are wise.

To complicate the matter further,
there are three other proposals on this

subject. One of them has already been
voted upon; it is the amendment pro-
posed by our colleague, the distinguished
Senator from Kentucky [Mr. Morton],
A second voluminous amendment has
been proposed by the distinguished Sen-
ator from Massachusetts [Mr. Salton-
stall], on behalf of himself and other
Senators; and a third has been proposed
by the distinguished Senator from Con-
necticut [Mr. Bush], on behalf of him-
self and certain other Senators. But,
Mr. President, not one of those four
measures is identical with any of the
others. Not one of them is exactly like

anything else that has ever been con-
sidered before by the Senate. Not one
of them is exactly like the proposal
which has been subjected to hearings
before the House committee—and again
I comment on the fact that our own
Finance Committee has not heard testi-

mony on any of these measures, nor has
it given us the benefit of its considera-
tion and its recommendations in regard
to any of them. Notwithstanding all

these important facts, we are expected
to emerge from debate of this kind with
a wise answer to a question which trans-
cends in importance and in public in-

terest all the other proposals included
in the amendments to the Welfare Act
of 1962 put together.
My own mail—and I am certain this

is also true of the mail of other Members
of the Senate—on the subject of medi-
care is several hundred times greater
than the amount of mail I receive upon
the various other important items in-

cluded within the purview of the pending
bill—that is to say, the amendments to

the Welfare Act of 1962. Furthermore,
the amount involved in increased taxes
is greater, and the amount involved in

burdens upon certain employed taxpay-
ers is greater. Yet, Mr. President, with-
out the benefit of any study, we are ex-
pected to arrive at a wise answer to this

problem, which is a question of first im-
pression to most Members of the Senate.

I do not challenge the principle or the
high purpose of any of the distinguished
Senators who have offered these amend-
ments; but I call attention to the fact
that whereas they may have had a
chance individually to study this subject
and to come forth with these long, in-

volved proposals as to what they think
we should do in the field of medicare,

that opportunity has not been afforded
all 100 Members of the Senate; and the
proposals now before us have not been
supported by a study by our Finance
Committee and by its recommendations
directed to all of us.

So, Mr. President, I cannot think of
anything more absurd than for us to
attempt out of such a situation to arrive
at a wise or defensible answer; and,
therefore, so far as I am concerned, I
do not propose to vote for any of the
proposed amendments dealing with the
field of medicare. I feel that if I did
vote for any one of them, I would be
voting without the guidance and without
any kind of recommendations or advice
from those who, under law, are charged
with administering laws in this field, and
also without the recommendations and
advice and guidance of the Members of
our own body and our colleagues at the
other end of the Capitol who, as mem-
bers of an appropriate committee, are
charged with bringing forth proposed
legislation in this field.

Thus, Mr. President, I shall not vote
for any of these amendments.
Furthermore, Mr. President, it seems

to me that Senators who are offering

these amendments

—

-
The PRESIDING OFFICER (Mr. Pell

in the chair) . The time yielded to the
Senator from Florida has expired.
Mr. HOLLAND. Mr. President, will

the Senator from Minnesota yield addi-
tional time to me?
Mr. HUMPHREY. Mr. President, I

yield 5 additional minutes to the Senator
from Florida.
The PRESIDING OFFICER. The

Senator from Florida is recognized for
5 more minutes.
Mr. HOLLAND. I thank the Senator

from Minnesota.

I was about to say that it seems to me
that Senators who are offering these
amendments are practicing what is re-
ferred to in the Constitution as "cruel
and unusual punishment," not only upon
Members of the Senate who have to

listen to this long and involved debate,
regardless of whether they must run,
this year, for reelection, but particularly
upon the Members of the Senate and
the Members of the other body who must
run for reelection this year, because this

is probably the most controversial sub-
ject matter to be discussed by the people
of the United States in recent years; and
certainly this question is entitled to, and
must have, the careful study and con-
sideration, not only of the respective
committees of the Senate and the House,
but also of those who are learned in this

field and who have devoted a large por-
tion of their lives to finding out the an-
swers to the question of what is the best

way to take care, under democratic prin-
ciples, of the undoubted need of many
older persons in our country who do not
have sufficient means to assure them-
selves and their loved ones of hospital-
ization, medical care, and surgical care.

I realize that not all of these meas-
ures go that far, and perhaps none of

them covers all of these fields. However,
these proposals are submitted as the
answers to the undoubted need of mil-
lions of older U.S. citizens for hospital
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care, medical care, nursing care, and
care by doctors and surgeons. Such
subject matter is entitled to better han-
dling and more serious handling than
this, especially in view of the fact that
we know that the body at the other end
of the Capitol is not likely to give serious
consideration to a measure which origi-

nates here as a rider, and particularly
when it knows that this proposal has not
been studied by our committee. I would
think much less of those who represent
the legislative arm of our Government at
the other end of the Capitol if I thought
they would regard with great serious-
ness a measure which would come out
of debate of this kind and out of pro-
posals so carelessly advanced as those
which are now before us.

So, Mr. President, I hope the Senate
will reject these amendments, will in-
sist upon handling this subject in the
regular manner, and will insist that this
subject matter is of sufficient serious-
ness and gravity to be entitled not only
to ordinary handling by our commit-
tees, but also to the most careful han-
dling by them—the most careful han-
dling possible for so delicate, compli-
cated, and difficult a subject.

Therefore, Mr. President, I hope the
Senate will, in a showing of wisdom in
connection with so controversial a sub-
ject matter, refuse to place the stamp
of its approval upon any of the four
proposed amendments which deal in a
general way with the subject of medicare
for our aged.

I thank my distinguished friend, the
Senator from Minnesota, for yielding to
me; and I now yield the floor.

Mr. HUMPHREY. Mr. President, how
much time is left on this side?
The PRESIDING OFFICER. Fifteen

minutes remain.
Mr. HUMPHREY. What is the pend-

ing question?
The PRESIDING OFFICER. The

pending question is the amendment of
the Senator from Colorado to the Ander-
son amendment.

Mr. HUMPHREY. Mr. President, I
shall make a brief comment. The
amendment, as I understand, strikes
item (3) in line 10 through line 14,
which includes item (4) of the bill, H.R.
10606, "Part E—Miscellaneous Provi-
sions, Studies, and Recommendations."
The Senator from Colorado seeks to

strike out the following language:
The feasibility of providing additional

types of health insurance benefits within
the financial resources provided by this act;
and the effects of the deductibles upon
beneficiaries, hospitals, and the financing
of the program.

It is my view that, the language which
the Senator from Colorado seeks to strike
out should be sustained and maintained
in the bill. These provisions went
through committee hearings in both the
House and the Senate. Careful con-
sideration was given to the . provisions.
It seems to me the purpose is merely to
provide additional information to the
Congress and to the executive branch,
within the limitations set down in items
(3) and (4).

I am particularly concerned about the
language which affects the deductibles
upon beneficiaries, hospitals, and the
financing of the program.

I am hopeful the amendment of the
Senator from Colorado will be rejected.

The PRESIDING OFFICER. Does the
Senator from Minnesota yield back his
time?
Mr. HUMPHREY. Yes.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment of the Senator from Colorado to
the Anderson amendments.
The amendment was rejected.
Mr. ALLOTT. Mr. President, I ask

unanimous consent that the pending
Anderson amendments be temporarily
laid aside and that the Senate proceed
to the consideration of the amendment
which I now send to the desk.
The PRESIDING OFFICER. With-

out objections, it is so ordered. The
amendment offered by the Senator from
Colorado will be stated.
The Legislative Clerk. It is proposed

on page 33 to strike out the matter ap-
pearing on lines 7 through 12 and insert
in lieu thereof the following: "and for
each of the succeeding fiscal years'

"

Mr. ALLOTT. Mr. President, I want
to express my sincere appreciation for
the remarks of the distinguished Sena-
tor from Florida. I concur wholeheart-
edly in his approach to this question,
and, as I shall develop in later portions
of my amendments and speeches, I also
think this question should be considered
by the Finance Committee.
As I stated earlier when I spoke on

my previous amendment, 11 times as
many persons are protected against hos-
iptal expense as there were in 1940;
more than 24 times as many have surgi-
cal insurance; and more than 30 times
as many are protected against medical
expense other than surgical.
By far the most rapidly growing part

of this health insurance picture is the
growth in coverage of the elderly. And
most of this growth has occurred in the
past 10 years.
A survey conducted in 1952 disclosed

that 26 percent of all persons past 65
had some form of health insurance pro-
tection. Today, 53 percent of the aged
are protected.
This growth is even more impressive

when we consider that an estimated 25
percent of those 65 and over are not
even in the market for health insurance,
since their health care is financed in
other ways. If we subtract this group,
who either do not need or do not want
health insurance, we find that 68 per-
cent of those over 65 who want this pro-
tection already have it.

It is known that some 13 percent of
the aged are eligible to receive health
care as beneficiaries of Federal-State
old-age assistance or medical assistance
to the aged programs. There are many
others who do not need, desire, or be-
lieve in health insurance. This group in-
cludes those being cared for by the Vet-
erans' Administration, by medicare, by
general assistance, or by other local pub-
lic and private agencies. There also are

those whose private incomes and re-
sources are sufficiently large to make it

unnecessary for them to have insurance
coverage.
The number of our elderly who will

have health insurance coverage will in-
crease because of the trend by insurance
companies to allow and encourage per-
sons to continue their health insurance
on an individual basis when they retire.

This fact, coupled with a continuing ex-
pansion in coverage ^mong the total
population, means that more and more
individuals will be reaching 65 with
health insurance still in force.

It has always been an important pro-
vision in Blue Cross and Blue Shield con-
tracts that subscribers who desire to do
so may elect to continue their coverage
after leaving their groups, or after reach-
ing age 65.

In 1951, 5 percent of Blue Shield en-
rollment, or about a million members,
were 65 or older. Today, Blue Shield
subscribers over 65 total more than 3,-

250,000. There also are more than 5
million Blue Cross subscribers over 65.

In the past 10 years, total Blue Shield
enrollment increased 133 percent, but
the number of persons over 65 covered
by Blue Shield increased 225 percent.
A survey made 2 years ago by the

Health Insurance Institute showed that
7 out of every 10 workers covered under
group policies can retain their coverage
after retirement.
A few years ago most hospital policies

sold by private insurance companies ter-
minated at age 65. Today, more than
60 policies or programs offered by major
insurance companies are guaranteed re-
newable for life.

In recent months there has been a
dramatic increase in the number of in-
dividual and group health insurance con-
tracts being made available to persons
over 65.

A report issued in January of this year
by the Health Insurance Institute con-
tained not a complete list, but a repre-
sentative selection of the policies from
which noninsured over-65 persons can
select health insurance protection. More
than 70 programs, covering a wide range
of benefits, were listed in this report.
A major medical expense program de-

veloped in Connecticut, in which private
insurance companies in the State pooled
resources and risks, offers comprehensive
coverage for a variety of services to any-
one over 65 in that State. This pioneer-
ing venture is now spreading to other
States.
In January of this year the National

Association of Blue Shield Plans an-
nounced a new, national low-premium
plan, providing a broad scope of medical
and surgical benefits in hospitals and
nursing homes for the aged. I am told
that as of this date 66 of the 70 Blue
Shield plans have approved participation
in the new plan, and 53 of these already
have received their local medical society's

approval and cooperation.

This brief summary of the growth of
voluntary health insurance in this coun-
try should indicate to all that the num-
ber of aged in this country who need but
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do not have health insurance comprise a
group that is steadily shrinking. Con-
gress should not adopt any program that
would lead to the decline, if not the de-
mise, of voluntary health insurance in

this country.
The measure we are considering would

substitute a compulsory system of Gov-
ernment health care financing for a
private voluntary system that has shown
phenomenal growth and an ability to
provide a financial cushion against med-
ical expenses for millions of Americans.
Our voluntary health insurance pro-

grams are versatile enough to offer a
wide selection of policies to meet the
needs and pocketbooks of most citizens;

they are available now to all who need
and want them, and they are adequate
enough to meet the needs of this Nation.

Fastest growing of all types of

coverage is major medical expense.
These plans provide payment—after a
deductible amount—for 75 to 80 percent
of virtually all expenses incurred as a
result of catastrophic illness, up to
limits as high as $10,000 or $15,000. In
just the last 8 years, the number of per-
sons protected under these programs has
grown from 2 million to more than
35 million—a 1,700-percent increase.

Not only has there been a great growth
in the quality of coverage, but also in
the quality of coverage. A study pub-
lished by the Brookings Institution
showed that health insurance covers 88
percent of all hospital expenses incurred
by beneficiaries, and 8i percent of all

surgical expenses.
Other studies—the latest made in

1960—bear out these percentages.
Mr. President, it is important for us

to consider in our deliberations here to-

day that the vast majority of our aged
population is neither disabled by illness

nor verging on bankruptcy. There are
some who are, but programs are avail-

able to provide for their health care
needs.

In 1960 this Congress wisely enacted
the Kerr-Mills law to provide medical
care for those who need it and cannot af-
ford to pay for it. This law is now on
the books and is being rapidly im-
plemented. It enables individual States
to guarantee to every aged American
who needs help the health care he re-
quires. The law also is designed to

benefit older persons who are paying
their day-to-day living expenses, but
who could not afford to meet the cost of

a serious or prolonged illness.

As I pointed out earlier, the problems
of the aged vary with the individual
States. The Kerr-Mills law enables
each State to pattern its program to
meet its own particular needs.

The growth of health insurance in this

country has been little short of phenom-
enal in the past quarter century. A
variety of health insurance policies are
available now to all who are able to
purchase them. The Kerr-Mills law
already is available in most States to
help those who need help.

Msgr. John O'Grady, secretary of
the National Conference of Catholic
Charities, has said that too many
workers in the field of aging are, in ef-
fect, not seeing the forest for the trees.

By concentrating on the small minority
of our aged who represent an extreme
situation—medically, emotionally, so-
cially or economically—they are wind-
ing up with a distorted picture.

They have magnified the problems of
a minority segment to such an extent
that their image of the total group has
become blurred.
Each year those who reach retire-

ment age are better equipped financially
to live self-sufficiently. The aged are
bringing with them, into their years of
retirement, the protection of pension
plans, which an ever-increasing num-
ber of employers are setting up. And,
as most of them have carried health in-
surance during their working lives, they
have learned to value its protection and
continue it after retirement.
The problem of financing the health

care of our older nonindigent people
comes closer and closer to solution each
day.
The problem is a diminishing one.

The dramatic change in the economic
status of the aged is most noteworthy.
Only 14 percent of the aged over 65 re-
ceive public assistance today, whereas
22 percent were receiving public aid in

1950.
Economists predict that this improve-

ment will continue at an accelerating
pace. We are dealing with a diminish-
ing problem. There is no crisis. There
is no need to make a hasty decision now
on a hastily conceived proposal.

I should like to digress for a moment
from my prepared remarks to say that
there is no need at this time to make
a hasty decision on a proposal now of-
fered to the Senate as an amendment to

the public welfare bill, which in itself

exceeds 75 pages, which the Senate Com-
mittee on Finance has had no op-
portunity to hear.

I should like to comment on this phase
of the question later. Anyone who
knows of the workings of the U.S. Senate
must recognize that the entire work of
the U.S. Senate depends upon the slow
and perhaps painful but also logical con-
sideration of measures which come be-
fore it. Members of the Senate are re-
quired to a great degree to depend upon
the logical, objective and thorough con-
sideration which the committees of the
Senate give to questions which come
before us.

~"

Despite the propaganda, the problem
is a constantly diminishing one. It is

a diminishing problem because it is being
met by self-reliant individuals, by sym-
pathetic families, by health insurance,
and by private agencies and public pro-
grams such as the Kerr-Mills law.
The medical care system in this

country has been largely responsible for
the ever-increasing length of life ex-
pectancy. It has given millions a chance
to live when they might have died a few
years ago.
More and more people are passing the

65-year milestone into the era we com-
monly call old age. Only 1 person in 10

born in 1900 could expect to live to age
65, and then only to live 3 or 4 years
longer. But today more than 66 percent
will survive beyond age 65 and not for
3 or 4 years but for 15 or more additional
years.

More than 4,400,000 Americans are
living today who would have died if the
1937 death rate had continued at that
level.

Our system of medicine has known no
peer in history. Yet, if we adopt this
health care proposal now before us we
will be taking the first b'ig step toward
replacing our system with government
medicine which has been tried and found
wanting in country after country.

Similar health care proposals have
been before Congress in the last three
decades, but each time they were blocked
by an upsurge of public protest.

I add at this point, Mr. President,
my own mail on this question over a
period of months has been running in
excess of 90 percent against the medi-
care proposal.

I am sure my esteemed colleagues are
aware of the present public sentiment
on this issue as evidenced by the mail
Members of Congress have received.
The most recent Gallup poll also con-

firms the fact there is a rising tide of
sentiment against the proposal for
financing medical care for the aged
through an increase in social security
taxes.

In his latest poll released this month,
Mr. George Gallup, director of the
American Institute of Public Opinion,
said:

The last few months have been a dropoff
in public support for the administration's
proposed social security financing of such
health benefits. Since March, an increased
number of voters have swung over to the
belief that such aid for the Nation's older
citizens could be better handled privately.

A year ago the Gallup poll reported
that 67 percent of the people favored the
administration's plan over private pro-
grams. In March of this year, the poll

showed that 55 percent favored the
social security approach. In the latest

poll, announced this month, only 48 per-
cent of the people favored the King-
Anderson bill over private programs.
This is a substantial shift in sentiment
away from the administration position.

It is clear that this proposal is losing

ground as more people understand it

and what it really would do to them in-

dividually and to the Nation as a whole.

A survey conducted by the American
Press magazine among newspaper
editors and announced in the publica-
tion's April 1962 issue showed that 78
percent of the editors opposed the King-
Anderson bill and that 84 percent fa-

vored a private program over a Govern-
ment plan. It is reasonable to assume
that most of these editors reflect the
majority opinion of their readers.

The June 1962 issue of Nation's Busi-
ness magazine reports the results of a
survey of students in 17 public and
private medical schools throughout
America.

The magazine said the study showed:
Greater Federal activity in health care

would cause many young Americans to

abandon the study of medicine. * * *

All but a small number of the students
interviewed feel that more Government in-

terference would drag down the quality of

treatment available to the public, impede
medical research, reduce incentives for top
performance by doctors and discourage
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many bright young people from entering
the profession. • • •

The surrey showed that medical students
overwhelmingly oppose proposals for pro-
viding medical care for older citizens under
the social security system.

One of the principal reasons why many
are opposed to the King-Anderson bill

is the fact that the proposal would force
the workers and employers of this coun-
try to pay increased taxes to provide
health care for millions of the elderly

who are financially able to pay for these
services themselves.

Mr.* President, I have used the term
"King-Anderson bill" because, as I ex-
plained earlier, the Anderson-Javits
amendment now pending before the
Senate is a slightly disguised and modi-
fied version of the original King-
Anderson bill, no matter how it is at-

tempted to be interpreted.

There has been considerable con-
fusion about how much additional pay-
roll taxes wage earners and employers
would be compelled to pay if this pro-
posal became law.
At the present time, a worker making

$5,200 a year is paying 3% percent on
a wage base of $4,800 or $150 a year.

His employer is paying the same amount.
Starting January 1, 1963, the worker
will pay 3% percent on $4,800 or $174
a year and again his employer will

match it.

The King-Anderson bill calls for a
double-barreled tax increase—a tax in-

crease of one-fourth of 1 percent for
employees and employers alike, three-
eighths of 1 percent for the self-

employed, plus a $400 boost in the tax
base from $4,800 to $5,200.

By January 1, 1964, when the King-
Anderson bill—or the Anderson-Javits
amendment—would go into effect, the
worker making $5,200 would pay 3% per-
cent on the new wage base or $201.50.

Again his employer would match it with
another $201.50. The tax increase for
this measure would be $27.50 a year for
each worker and the same amount for
his employer—a total of $55.

This amounts to a 16-percent tax in-
crease for employee and a like increase
for employer.

Two more social security tax increases
already are approved and scheduled to
go into effect in 1966 and 1968.

The tax jumps to 4% percent for the
worker, matched by employer, in 1966,

and to 4% percent in 1968.

If the King-Anderson bill—or the An-
derson-Javits amendment—becomes law
hiking the tax base to $5,200, every social

security tax boost now scheduled and all

future increases will be paid on that new
base.

And these figures are based on the low-
est estimated cost of the proposed plan.
No nation which has tried similar medi-
cal care programs ever has been able to
estimate the cost correctly, and some
insurance actuaries believe the estimates
for the King-Anderson proposal are un-
realistically low.

The young man entering the labor
market at age 21 would be forced to pay
this tax for at least 44 years, while to-
day's retired, many of whom are well-

to-do and who have not contributed a
dime to the program, could get the bene-
fits free.

This social security approach places
the burden of meeting the cost of the
program only on low-income workers
and then on a gross income up to $5,200.

The secretary earning $5,200 a year
would pay the same social security tax
as her boss earning $52,000 a year.

It has been estimated that 40 percent
of taxable income in the United States
is not subject to social security tax.

If medical care for the aged is a na-
tional problem, it should be financed
from general revenues as provided in

title VI of Public Law 86-778.
There has not been time to fairly as-

sess the Kerr-Mills program or the many
new private insurance plans for the
elderly. They deserve a fair trial.

The Federal grant-in-aid program for
the medical care for the needy and near-
needy is designed to help those who ac-
tually need help—not to arbitrarily es-
tablished groups. It preserves volun-
tarism, permitting the nonneedy to take
care of themselves. It follows the tra-
ditional Federal-State organizational
structure, of our Nation. And it places
administrative responsibility and au-
thority where it belongs—on the local
government, which understands and is

close to local problems.
The Kerr-Mills law does not waste tax

dollars on aged people who are perfectly
willing and able to take care of their own
medical care costs. It preserves the
high quality of medical care now avail-
able in this country by maintaining the
patient's free choice of doctor and the
doctor's freedom to treat his patients in
an individual way.
To adopt the King-Anderson bill—or

the Anderson-Javits amendment—would
be to meddle with the free practice of
medicine—a system that has given this
Nation the best medical care in the
world. It would be the beginning of an
irreversible program that eventually
would expand until it covered every man,
woman and child in this country.
We cannot strengthen this Nation by

copying medical systems under which
one country after another around the
globe has lost leadership in science and
medicine. We cannot strengthen this
Nation by substituting medical failure
for medical success. I urge you to reflect

on the consequences of such a radical
measure and to heed the lesson taught
in England. The British have given us
a history lesson we cannot afford to
ignore.

Mr. President, I ask unanimous con-
sent that there be printed in the Record
at this point a table of references keyed
to the remarks I have made, showing the
sources and authorities for the figures
and statistics I have given.

There being no objection, the table
was ordered to be printed in the Record,
as follows:

References

1. Fort Wayne, Ind., News-Sentinel, Jan-
uary 16, 1962, page 1. Survey by Commis-
sion on Aging, Indiana State Medical Associ-
ation.

2. New Medical Materia magazine, May
1962, page 58.

3. Reported In the AMA News, March 5,

1962.
4. Reported In the AMA News, May 14,

1962.

6. Reported In the AMA News, December
28", 1959.

6. Reported in the AMA News, April 17,

1961.

7. Reported In the AMA News, July 11,

1960. Survey by Vermont State Medical
Society's Committee on Aging.

8. House Ways and Means Committee
hearings, July 24-August 4, 1961, page 578.

9. House Ways and Means Committee
hearings, July 24-August 4, 1961, page 1220.

10. October 14, 1959.

11. Reported in the AMA News, May 14,

1962.

12. Financial Resources of the Aging by
National Opinion Research Center, Univer-
sity of Chicago, released November 1959.

13. Reported In the AMA News, May 16,

1960.
14. Reported in the AMA News, May 16,

1960.

15. "Our Changing Economy," syndicated
column by Maurice H. Stans.

16. Brltannica Book of the Tear—1961.

17. Modern Maturity magazine, June-
July 1961.

Mr. ALLOTT. Mr. President, I should
like to propose a parliamentary inquiry

at this time.
The PRESIDING OFFICER. The

Senator will state it.

Mr. ALLOTT. Is it in order for me to

withdraw the amendment which I have
proposed?
The PRESIDING OFFICER. It is in

order for the Senator to do so.

Mr. ALLOTT. How much time do I

have remaining?
The PRESIDING OFFICER. The

Senator has 5 minutes remaining.
Mr. ALLOTT. I withdraw the

amendment which I previously pro-
posed.
The PRESIDING OFFICER. The

amendment is withdrawn.
Mr. ALLOTT. Mr. President, I send

to the desk an amendment to the Ander-
son amendment and ask that it be read.

The PRESIDING OFFICER. The
amendment will be stated.

The Legislative Clerk. In the An-
derson amendment, identified as "6-29-

62—A," it is proposed to strike the lan-
guage beginning on line 1, page 1,

through line 25 on page 74.

Mr. ALLOTT. Mr. President, much
has been said and is being said on the
subject of medical assistance for our
elderly citizens. Yet for some reason we
seem no closer to the truth today than
ever before. The amendment I have
offered would strike the so-called Ander-
son-Javits amendment. I venture to

suggest that the large bulk of confusion
has been induced by a deliberate effort

to confuse, that the entire matter has
become submerged in a morass of con-
flicting testimony that appeals to the
emotions rather than to reason.
Much of what I will say today has

been said before but if we are to under-
stand this problem in its entirety and
the effect of our actions not only upon
the aged of our country but on future
generations as well, the time we spend in
reviewing the facts will be time well

spent.

The subject of medical care of our
senior citizens is a grave and complex
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one, and cannot be dismissed with a few
pat, cavalier statements. Neither is it a
subject that should be charged with
emotionalism, arbitrarily resolved in ac-
cordance .with the whims of an adminis-
tration that seeks only to enhance its

power regardless of the harm that will

be done. This administration seems to

be more concerned with the means
rather than the end and I propose there-

fore to set the record straight.

In order to set the record straight

we must first define the problem. The
problem concerns the individual, the
community and the country as a whole.

The problem needs to be examined with
regard not only to the plight of our
elderly people, but with respect to the
role that is played by the family, various

institutions and the government of the
States in assisting the elderly to meet
the growing costs of medical care. This
problem is in danger of becoming, and
has indeed become, a political football

and it is time we cried "enough." The
administration is so emotionally involved
in trying to get its way with this matter,
that it refuses to concede that the prob-
lem is already in a fair way being solved.

Rather than give the law of the land
a chance to work, the administration
would prefer to hold up the legislative

processes concerning other important
problems still to be solved by the Sen-
ate and the House, while it drags red
herrings across our path. As a result

the time we spend here will serve to

delay needed legislation further.

At the same time through a lack of

cooperation from the administration the

law of the land which was enacted to

provide the assistance that the elderly

most desperately need is not being im-
plemented with the deliberate haste that
it deserves and the elderly of certain

areas of our country are being deprived
of the assistance they require.

It apparently matters not to this ad-
ministration that our senior citizens are
being deprived of their rights as long as
the majority gets its own way with them.
I suggest, Mr. President, that when the
results of this recalcitrant attitude of

the administration are weighed in the
balance, that they are found wanting.

None of us are insensible to the needs
of our senior citizens. All of us are
gravely concerned regarding the prob-
lems of those who arrived on this earth
before us and to whom we owe so much.
We who are their sons and daughters
have benefited from their labor and sac-
rifices on our behalf. They provided for

us in our early years with the sweat of

their brow; they watched over us and
they guided us; they nursed us through
our illnesses in the far watches of the
night and through dark hours of despair.
They saw to our education to the best
extent of which they were capable, doing
without in order that we might have
advantages which they to a large degree
could not afford themselves.

Even those who were childless were
joined with our parents in achieving
the scientific breakthroughs, the medi-
cal progress, the engineering marvels, the
great strides in transportation, in edu-
cation, in every phase of our modern life,

so that we came into a life of advantages

far greater than they themselves had
enjoyed.
Who are the elderly of today but the

workers, the scientists, the engineers,
the teachers, the ministers, of yesterday?
And now as they reach their sunset
years, and as others reach them tomor-
row, next year, and the years to come,
their security and dignity is on our con-
science. Now in the twilight of their

years, some of our senior citizens are
in need of assistance and it is and will

continue to be the responsibility of all

of us to see that they get it. We must
see to it that they enjoy their remain-
ing years in peace and dignity, not as
wards under the benevolent despotism
of an all-powerful Federal Government,
but as free citizens able to live their own
lives in gracious fulfillment.

Many of the facts and tables from
which I will quote are from already pub-
lished reports, but if we are to bring this
problem to light in its true perspective,
then these facts will bear repetition.
The problem is simply this: How

many of our senior citizens need assist-
ance in meeting the costs of medical
care; what kind of medical care do they
need; how much do they need; what will
it cost; how is the required assistance to
be given to them?

It is a well-known fact that since the
early part of this century the propor-
tion of the population which represents
people of age 65 and over has doubled
and that by 1980, about 10 percent of our
population, something over 24 million
people, will be 65 years of age or older.
At the same time, that is, by 1980, the
proportion of the population of work-
ing age will be less than it is today. So,
whatever the cost, and rising as it will,

to take care of an ever-increasing quan-
tity of people in the elderly bracket,
payment for those costs will have to
come from an ever-diminishing group of
wage earners.

Further factors bearing on the prob-
lem are that the majority of the aged
are women and this proportion increases
with age, the proportion of married per-
sons drops with increased age and the
proportion of the population age 65 or
over varies not only State by State but
further by county within States. To
summarize, the essential facts are that
our aged population is increasing with
greater longevity among women and an
uneven geographical distribution.

By the beginning of 1964 Social Secu-
rity Administration estimates the total
population 65 or older will be about 9
percent or approximately 17,900,000 per-
sons. As I said a moment ago, not only
the oldest age group, but also the young-
est, will grow faster than the rest of the
population. Between 1950 and 1960,
while the number of persons 65 years of
age or older increased by 34.7 percent,
the number of those under 20 years of
age increased by 34.4 percent. At the
same time the increase in the group 20
to 64 years old was only 6.9 percent.
This latter is the age group, of course,
in which are the vast majority of those
actively employed.
To interpret this information in

another way, it might be said that while
the younger group is growing very fast

and those in the oldest group are grow-
ing very fast, those in the middle group,
who would have to provide the money to

pay for this program, are not increasing
nearly so fast.

As I have said, the increase in the
group 20 to 64 years old was only 6.9

percent. This latter is the age group,
of course, where we find the vast ma-
jority of those actively «mployed. It

represented 57.9 percent of the total

population in 1950 and only 52.3 per-
cent of the population in 1960. In this

same decade there was an actual decline
of 9.2 percent in the number of persons
20 to 29 years old. This is the age group
which was made up of persons born dur-
ing the prewar years when the birth rate
was low.

Mr. President, I ask unanimous con-
sent to have printed at this point in

the Record two tables published by the
Bureau of the Census. One shows the
total U.S. population and population
age 65 and over for the years from 1920
to 1980. The second depicts the shifting
percentage* composition of the popula-
tion by age group.

There being no objection, the tables

were ordered to be printed in the Record,
as follows:

Total U.S. population and population age 65
and over, 1920-80

Population age 65 and
over

Total
Year population

(millions) Number Percent
(millions) of total

population

1920- 106. 4.9 4.7
1930. 123.2 6.6 6.5
1940 132.1 9.0 6.9
1950 151.3 12.3 8.2
I960..- 179.3 16.6 9.2
1970_ 208.2 19.5 9.4
1980.._ 245.4 24.5 10.0

Source: U.S. Bureau of the Census: U.S. Census of

Population: 1960, vol. I, for 1920 to 1960 data; "Illustra-

tive Projections of the Population of the United States
by Age and Sex, 1960 to 1980," series P-25, No. 187 (Nov.
10, 1958), p. 16, for 1970 and 1980 projections. Projected
data are series III of the 4 series prepared and are based
on an assumption of relatively high birth rates. The
projections exclude data for Alaska and Hawaii.

Percentage distribution of U.S. population,
by age, 1900 to 1960

Percent of population

Year
Total Under 20 to 64 65 years

20 years years and over

1900 100.0 44.3 51.4 4.1

1910.... 100.0 41.9 53.6 4.3
1920 100.0 40.8 54.6 4. 7

1930... 100.0 38.8 55.8 5.5
1940 100.0 34.4 58.7 6.8
1950 100.0 34.0 57.9 8.2
I960.... 100.0 38.5 52.3 9.2

Source: U.S. Bureau of the Census, U.S. Census of

Population: 1960, vol. I. Because of rounding, items
may not add to totals.

Mr. ALLOTT. Mr. President, a steady
increase in the proportion of the aged
group in the population during the last

60 years is apparent. The proportion of

the population that is under 20 has not
followed a consistent pattern. Predic-
tions for this segment of the population
over the next two decades are difficult

because this birth rate depends on eco-
nomic developments, social trends, and
changing attitudes regarding the desired
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size of families but I think that it is safe

to say that the proportion of the working
age group will be less in 1980 than it is

in 1960. Factors that are inhibiting the
growth of this age group are military

service and the emphasis on higher edu-
cation which reduces the number of those
available for employment.

I believe the two tables which I have
just placed in the Record support this

conclusion adequately.
It should be further noted at this

point that the greatest relative increase
among the over-65 population has been
at the upper end of the age scale. Data
from the 1960 U.S. Census of Popula-
tion show that, among the aged, the older
the group, the greater has been its pro-
portionate growth. Between 1950 and
1960 the following increases in popula-
tion were registered in the specified age
groups

:

Increase in population from 1950 to 1960

Age group: Percent
65 to 69 years 24. 8
70 to 74 years 38. 6
75 to 84 years 41.

1

85 years and over 60. 8

The geographic distribution of the
aged is also worthy of note. In 18 States
at least 10 percent of the population was
age 65 or over on April 1, 1960. The
heaviest proportionate concentrations of
aged persons were in the Plains States
and New England. Iowa and Missouri
respectively had 11.9 percent and 11.7
percent of their populations age 65 and
over. Florida, with 11.2 percent, had the
largest ratio of 65 and over persons of
any State outside these regions. In only
eight States, Alaska, Arizona, Hawaii,
Nevada, New Mexico, North Carolina,
South Carolina, and Utah, was less than
7 percent of the population in the age
group with which we are here concerned.
The highest rate of growth in the aged
population took place in Florida and
Arizona. Here, the number of persons
age 65 or over more than doubled be-
tween 1950 and 1960. California and
Nevada have had rises in their aged
population of over 50 percent in each of
the past two decades. However, because
of the rapid growth in the total popula-
tion in Arizona, California, and Nevada,
the proportion of the total represented
by the aged has not changed signifi-
cantly. Indeed, the proportion over 65 in
Nevada declined from 1950 to 1960.
An excellent examination of the eco-

nomic factors affecting our elderly people
can be found in a report prepared by the
Blue Cross Association and the Amer-
ican Hospital Association. This report is

based on factual data supplied from a
number of sources, including the U.S.
Bureau of the Census, the Social Security
Administration, and others.
.Mr. President, I ask unanimous con-

sent that this statement may be printed
at the conclusion of my remarks.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
(See exhibit 1.)

Mr. ALLOTT. Mr. President, I be-
lieve we should now turn our attention
to medical developments and changing
health patterns as they affect the people
with whom we are concerned. For many

reasons of advances in medical science
and improvements in our environment
there has been a marked increase in life

expectancy from 1920 to 1960. For ex-
ample, in 1920 male babies could be ex-
pected to live for an average of 53.6

years. In 1960 male babies could be ex-
pected to live an average of 67 years.
At the same time there has been an in-
creased exposure on the part of the aging
population to chronic disease.

The decline in the death rate is in
great measure attributable to the enor-
mous advances made in the control and
elimination of infectious diseases but the
pattern here is that while pneumonia
and influenza, tuberculosis, and diarrhea

and enteritis are all but conquered we
now find ourselves faced with increas-
ing incidents of heart disease, cancer,
and cerebral vascular diseases.

It has been said, then, that chronic
illness, in contrast to acute illness, is

much more prevalent among the elderly
than among those under 65.

Mr. President, I ask unanimous con-
sent to have printed at this point in the
Record a table showing the percentage
of persons having chronic conditions, by
age and sex, in the United States, July
1957-June 1958.

There being no objection, the table
was ordered to be printed in the Record,
as follows:

Percentage of persons with chronic conditions, by aye and sex, United States, July 1957-
Jnne 195S

Males Females

Chronic conditions
All ages Under, 65 years All ages Under 65 years

65 years and over 65 years and over

Percent of persons with at least 1 chronic illness 39.1 36.0 75.2 43.5 39.8 80.6
1 chronic condition only . . . . ... 23.1 22.9 26.2 22.8 22.4 26. H

2 chronic conditions 9.3 8.3 21.3 10.7 9.8 19.9
3 or more chronic conditions 6.7 4.S 27.7 10.0 7.6 33.8

Source: U.S. National Health Survey, "Limitation of Activity and Mobility Due to Chronic Conditions, United
States, July 1957-June 1958," U.S. Public Health Services Publication 584-B11 (July 1959), cited in Mortimer
Spiegelman, Ensuring Medical Care for the Aeed, Pension Research Council Publication (Homewood: Richard
J>. Irwin, Inc., 1960), p. 51.

Mr. ALLOTT. Mr. President, what
is the outlook for the future? While
it is difficult to forecast accurately, there
is very good reason to believe that
science will continue to improve the
state of the medical art, and that our
people will live longer; and it is, there-
fore, likely that a greater portion of the
population will live to older ages than
even now are extrapolated.

In examining the needs of our elderly,

we must consider the costs of medical
care and must note the increase that
has taken place within the past several
decades. While the consumer price in-
dex rose 70 percent from 1929 to 1959,

the medical care index rose 105 percent;
and from 1950 to 1960, the percentage
rise in the medical care index was ap-
proximately twice that of the overall
index, and more than that of any other
major CPI component. There are many
reasons for this, of course. Inflation

has taken its toll here, as it has every-
where else. There are other factors,

also. While a manufacturer can auto-
mate with machine tools to offset the rise

in labor costs, a hospital can automate
only a small part of its clerical func-
tions. The surgeon must still perforin
the surgery; an anesthetist cannot be
replaced by a punched card; a scrub
nurse cannot be replaced by a conveyor
belt. In addition, science has introduced
into the medical world an ever-widening
scope and an ever-increasing com-
plexity of services. Labor costs have
risen significantly, through the correc-
tion of extremely low wages, shorter
workweeks, the increase in hospital per-
sonnel, and the higher costs of personnel
who are better trained, in order to be~

more efficient and skillful, and who can
meet the demands of today's medical
science for higher standards ox care. In

the factories, new techniques often re-
sult in smaller labor forces in specific

areas, while in the hospitals, new tech-
niques and services result in the need
for more and better trained personnel
and equipment, rather than less. As an
illustration, I request unanimous con-
sent to have printed at this point in
the Record a news report from Time
magazine.

There being no objection, the article

was ordered to be printed in the Record,
as follows:

Freezing for Parkinson's
The movies that Manhattan's Dr. Irving S.

Cooper showed to the American Medical As-
sociation last week were heart rending
even to medical men familiar with the
ravages of disease. There were pictures of
adult victims of Parkinson's disease, or
"shaking palsy"—men who could not stay
the agitated tremor of their rigid, half-
clenched hands, or could not walk except
in jerky petits pas. There were children
suffering from nerve disorders similar to
Parkinsonism. During an attack, a pretty
girl of 11 was doubled up, her whole body
distorted and shaking. A boy the same age
was bent backwards; eventually, said Dr.
Cooper, his back and legs might arch until
his head touched his heels.

All those pictures were of people who had
not yet been operated on by Dr. Cooper.
Next, the inventive neurologist paraded the
same grateful postoperative patients before
the professional audience. Ex-Coal Miner
Arnold Smith, 46, has been so completely
freed of the palsy that he has taken up a new
career as a physiotherapy aid at the Whites-
burg Memorial Hospital in Kentucky. Re-
markably erect Joan Harris, now 15, of
Larchmont, N.Y., is doing well in school.
The boy, 13, is as straight as a spruce, and
supple as a birch. But there were still more
surprises to come. These patients, like
famed Life photographer Margaret Bourke-
White, were operated on by techniques that
Dr. Cooper, 39, now considers outmoded.
The patients he really wanted to show off
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•afere the next to be presented: a housewife
aaid a schoolgirl on whom he operated by
freezing a pea-sized portion of the brain.

CROSSED CONNECTIONS

Parkinsonism (the cause of which is un-
known in most cases) is a disorder of nerve
cells near the thalamus deep in the brain.

The affected nerve cells keep on firing im-
pulses for muscle contraction when the con-
tractions are not necessary. Effective treat-

ment consists of somehow interrupting these
misfiring nerves.

Dr. Cooper's first approach, back in 1952,

was to sever an artery supplying the nerve-
cell complex. Though many patients got re-

lief, several died, and an equal number were
left worse off than before their operation.

Next he tried injecting absolute alcohol into
part of the brain near the thalamus. Then
Dr. Cooper put the alcohol Into the thala-
mus, as in Photographer Bourke-White's
case.

THREE IN ONE
But the neatest, cleanest way to kill a

specific segment of tissue in a living body
is by rapid deep-freezing. Dr. Cooper's new-
est technique, used in almost 200 cases in

the past year, is to put the patient on the
operating table under a battery of X-ray
machines. Using a local anesthetic, he saws
out a dime-sized piece of the skull, then
inserts a three-in-one tube, only 2 milli-

meters (less than one-twelfth inch) in di-

ameter. The tube slips painlessly through
the insensitive brain to the deep-lying thala-
mus. The tube's outer layer is a vacuum in-

sulator; the innermost bore carries liquid

nitrogen supplied at minus 196" C; the mid-
dle layer is for warmed and gaseous nitrogen
to escape.
When the X-rays show that the tip of

the tube is in the thalamus. Dr. Cooper lets

in enough liquid nitrogen to drop the tip

temperature to zero or minus 10° C. This
knocks out the nerves, but does not destroy
them. He asks the patient to raise an arm,
or leg, or both: If the patient has full con-
trol of his limbs, with no tremor remaining,
the tip is in the right place.

Then Dr. Cooper admits more liquid nitro-
gen, to drop the tip temperature to minus
40° or minus 50° C. In less than 5 minutes,
this rapid freezing kills the offending, mis-
firing nerve cells. If the freezing extends
a bit too far and the patient becomes unable
to move his arm satisfactorily. Dr. Cooper has
30 seconds in which to correct the error and
rewarm the thalamus. Most patients can
be out of bed the same day and out of the
hospital within a week.

Now that nitrogen Injection kits are being
manufactured, other neurosurgeons, still

skeptical, will try to duplicate Dr. Cooper's
results. Awaiting the benefits of his bold
pioneering are at least 300,000 U.S. victims
of Parkinsonism, a lifelong affliction, of
which doctors say: "Patients don't die of
this disease—they die with it."

Mr. ALLOTT. Mr. President, it has
been reported that the small special

equipment developed for the operation
referred to in the article which I have
submitted for the Record would cost

$5,000 per unit, certainly not an over-
whelming figure when we think of the
misery and agony such equipment will

do away with, but, nevertheless, an il-

lustration of the fact that every step of

progress is costly.

Not only must we be concerned with
the increasing cost of rendering hospital

services of one sort and another; an-
other factor in those costs is the increase
in the per capita use of hospitals. As
further improvements in medical science
are inaugurated, we can expect that they
will spur continued growth in the de-

mand for health services. Hospitals and
doctors are doing their best to maximize
the result per dollar cost, by introducing
efficiencies in their proeedures and or-
ganization; but even as these are im-
proved, we can expect the standards of

care to be raised, the scope of services

to be expanded, and consumer demand
to continue to grow.
At this point I should like to state that

in my personal conversations with the
superintendents of many hospitals, and
particularly in my conversations with the
superintendents of hospitals in my own
State, I have been impressed by the very
great efforts they have made to try to

find ways to reduce hospitalization costs.

Some of the plans they have thought of

and have considered show a maximum of

objective thinking in their attempts to

deal with this problem. They know
what the problem is. But it is not pos-
sible to place, as I have stated, hospital
patients on a conveyor belt and, by
placing a screw here and a nut there, ex-
pect to have them repaired.

So it is obvious that hospitalization

costs will constantly increase. But I

should like to make very clear that, in

my or/inion, the personnel involved—the
hospital superintendents and all the
other administrative personnel of the
hospitals—are devoting their best ener-
gies in the endeavor to find new ways
to prevent further increases in hospitali-

zation costs.

As examples of the kind of costs I am
talking about, it is well to consider that
while we gratefully hear of someone
whose life has been saved through the
use of an artificial heart, or that a cancer
has been arrested through the use of a
cobalt machine, very few of us know
that an artificial heart-lung machine
costs about $45,000, a cobalt machine
about $30,000, and X-ray movie cameras
cost from about $20,000 to $50,000. As
these newly developed machines are
added to the hospital inventories, they
require more, rather than less, people to

operate them. True, the equipment is

expensive; but the outstanding cost for

these new services is that for the new,
trained personnel to operate the equip-
ment.
These costs will continue to rise as

medical science continues to develop,
because as fast as the new services and
equipment are developed, the public or

the consumer demands that their use be
made available to him. So as time goes

by, medical care will become more com-
plex and more costly.

Let us now take a look at what these
costs mean to the individual consumer,
in 1958, the annual per capita gross
expenditures by noninstitutionalized
citizens for personal health care was
$177 for persons 65 and over, and less

than half this amount, or $86, for per-
sons under 65. The Department of
Health, Education, and Welfare recently
estimated that the total public and
private annual expenditures for health
care of the aged was nearly $5 billion.

Total health expenditures for all persons
in the United States in the year ended
June 30, I960, were $26.5 billion—$20.3
billion private expenditures and $6.2

billion public expenditure. It would
appear, then, that the health bill for

persons 65 and over, although they
constitute less than 10 percent of the
total national population, represents
almost 20 percent of total national ex-
penditures for health. Not only are the
health-care expenditures for aged per-
sons greater than those for their younger
counterparts, but in recent years they
have been increasing at a greater rate.

A Health Information Foundation study
compared two 12-month periods—1952-
53 and 1957-58. Between the two pe-
riods, the gross per capita expenditures
for elderly persons increased by 74 per-
cent, while for all persons the rise was
only 42 percent.
One of the difficulties apparent here

is that the higher per capita health-
care expenses incurred by the aged come
at a time when family income has
declined. As a result, health-care costs
take a disproportionately large part of
the elderly family's income.
As of 1958, hospital-care expenditures

represented a greater proportion of the
total health-care outlays for the aged
than for those under 65. From 1952-53
to 1958 the greatest absolute increase
among the types of medical expenditures
for the elderly was for those for hospital
services. For all major types of physi-
cians' services—home calls, hospital
calls, office calls, and surgery—expendi-
tures for aged persons are substantially
higher—from 26 to 105 percent higher

—

than those for all individuals.

In addition, hospital care for the
elderly costs much more than that for
younger persons. If we examine the
history of hospitalized persons, we find

that those over 65 incurred an average
expenditure of $352, compared with an
average of $168 for persons of all ages
who were hospitalized. These figures

are for the years 1957-58.
The PRESIDING OFFICER. The

time available to the Senator from
Colorado has expired.
Mr. HUMPHREY. Mr. President, has

the Senator from Colorado used all of

the 30 minutes available to him on the
amendment?
The PRESIDING OFFICER. That is

correct.
Mr. HUMPHREY. Let me inquire

whether the Senator from Colorado
wishes to have additional time made
available to him. I think so highly of

my friend that I wish to cooperate in

every way possible.

Mr. ALLOTT. I am very grateful to

the Senator from Minnesota, even
though I do not seem to have impressed
him this deeply before. So I shall be
grateful to have additional time made
available to me.
Mr. HUMPHREY. Would an addi-

tional 10 minutes be helpful to the
Senator?
Mr. ALLOTT. Of course.

Mr. HUMPHREY. Then, Mr. Presi-

dent, I am glad to yield 10 additional
minutes to the Senator from Colorado.

The PRESIDING OFFICER. The
Senator from Colorado is recognized for

10 additional minutes.

Mr. ALLOTT. I would like now to

turn to the utilization of health facilities

and services by the aged. Aged persons
utilize most health-care services to a
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considerably greater degree than the
population as a whole. They are ad-
mitted to hospitals more frequently and
stay longer. They are the predominant
users of nursing homes and other long-

stay institutions. They require and use

a greater volume of physicians' services.

They spend more on drugs. They do
spend less for dental service than the

population as a whole.
How is the financing of health care for

the aged managed? A National Health
Survey provides the most recent and
comprehensive nationwide data on hos-

pital insurance coverage. The survey

was conducted during the period of July

1958 to June 1960.

The study showed that two-thirds of

all persons discharged from short-stay

hospitals met at least some of their hos-

pital charges through insurance. Half

of the aged discharged patients had some
part of their bills covered by insurance.

Some portion of hospitalization charges

was covered by insurance for 63.3 per-

cent of the persons age 65 to 69; for 53.9

percent of those between 70 and 74; and
for 37.5 percent of those 75 and over.

Among all persons discharged from
short-stay hospitals who received some
insurance benefits, 75 percent had at

least three-fourths of their bills paid by
insurance. Of those 65 and over who
received insurance benefits, 59.2 percent
had at least three-fourths of their hos-

pital charges covered.
The net result is that among the dis-

charged patients, at least three-fourths

of the hospital bill was covered by insur-

ance for 51.3 percent of the persons of

all ages, 30.3 percent of the persons 65

and over, and 20.2 percent of those 75

and over. It is interesting to note that
hospital insurance coverage, particularly

for the aged, is largely dependent upon
employment. In a 1957 study of aged
persons, it was found that less than 4 out
of every 10 persons 65 and over had some
form of voluntary health insurance-. Al-
most all of those with health insurance
had hospitalization, approximately two-
thirds had coverage for inhospital doc-
tor visits, and about one-fifth had cov-
erage for physicians' home or office visits.

Fifty-seven percent of all aged persons
with health insurance had first obtained
such coverage through a job, either their

own or their spouse's.

About one-sixth of the elderly persons
studied were uninsured but had been in-

sured in the past. Nearly half of the
formerly insured persons had obtained
insurance through their work. The
principal reasons given for terminating
insurance were retirement from employ-
ment, belief that coverage was too ex-
pensive, and dissatisfaction with the
benefits offered.

Half of the aged who had no health in-

surance said that they would be inter-

ested in obtaining such insurance, but
felt that they either could not afford it

or could not obtain it. The rest of the
uninsured group either did not want in-

surance or were not interested.

A study of the uninsured in 1958 in-

dicated that persons who did not have
health insurance were more likely to be
found among these groups: nonwhites,
unmarried individuals, full-time house-

wives, retired persons, members of low-
income families, residents of rural farm
areas, and the aged. For 12 percent of

the uninsured persons of all ages, cover-

age could be obtained through work by
either the uninsured individual or other
members of his family. However, only 1

percent of the uninsured persons 65 and
over could obtain coverage in this way,
and no coverage was possible through
work for approximately 99 percent of

the uninsured aged.
A 1957 survey by the Bureau of Old-

Age and Survivors Insurance showed in-

surance paid at least part of the hos-
pital, surgeon, and inhospital physician
costs for 54 percent of the OASI bene-
ficiary couples with a member hospital-
ized in general hospitals and 48 percent
of the hospitalized single beneficiaries.

Slightly more than 30 percent of the
hospitalized beneficiaries had at least

half of these costs paid by insurance; 7

percent had all these costs so paid.
The survey also found that the per-

centage of those who received hospital
care during the year was higher among
thOse who had insurance—14.2 percent
than among those who did not—8.8

percent.
A 1958 study indicated that average

hospital bills increase with patients'
age and, moreover, that older persons
pay a larger proportion of such charges
out of pocket without the help of in-
surance. The data also suggested that
not only do fewer of the aged than of the
young have health insurance, but that
those who do have insurance have poorer
protection than their juniors.
Data provided by Blue Cross plans

show that between 4.3 and 5.1 million
persons age 65 and over are covered by
Blue Cross. Some 24 percent of all Blue
Cross group subscribers are now in-
cluded in enrolled groups that have pro-
visions for continuing retirees as part of
the groups. Provisions for employer
contributions toward the cost of this ar-
rangement are increasing. Some 25 per-
cent of all Blue Cross subscribers are
persons who have left employment where
they were covered on a group basis, or
who enrolled as individuals—a large seg-
ment of this group ai*e persons 65 or
more.
About 4 to 4y4 million persons age 65

and over are covered by commercial
health insurance. Of these, 750,000 are
insured under group plans and about 1

million are covered under mass enroll-
ment programs. The remaining aged—
about 2.5 million—covered by insurance
companies have Individual policies.

There are many programs of private
health insurance which are of assistance
to the aged. Coupled with these, as I

will later show, the Kerr-Mills law is be-
ing made a workable solution to the
problem of assisting the elderly to ob-
tain and pay for the assistance they
need.

What, then, is the problem? A few of
the major points are these:

Half of the aged persons in the United
States have money income of less than
$1,000 a year. Although the older per-
sons have somewhat higher than aver-
age asset status when compared with
younger persons, much of their assets are

difficult to convert into purchasing
power. A mortgage-free home is a fine

thing to have, and actually represents a
type of income, because the owner
does not have to pay rent; but such as-

sets are difficult to convert into purchas-
ing power.
The aged have higher medical expense.

They use hospital and medical services

more. On the average, the aged spend
considerably more than the rest of the
population for hospital care and signif-

icantly more for all the other elements
of medical care except for dental care.

Like all of us, they face rising medical
costs, and these costs have been, rising

faster than any other item in the Con-
sumer Price Index. Because of the na-
ture of medical science, it is likely that
medical care costs will continue to rise

faster than other items in the Consumer
Price Index. We know that, as among
all age groups, the costs of medical care
fall unevenly and unpredictably; that
while some have few medical expenses in

a given year, others have very high ex-
penses. We know that the incidence and
prevalence of illness are greater among
the aged, and we know that once the
aged become ill, they are more likely to
remain ill.

We know that fewer of the aged are
covered by prepayment or insurance
than persons below 65. We know that
the coverage of the aged is of lesser

benefit quality, in general, than the
coverage of younger age groups. We
know that in the past few years, prepay-
ment and insurance have made im-
pressive strides in coverage of the aged
and in removal of many restrictions.

Various public programs such as those
covering free oar reduced rate mental
and tuberculosis care, are widely avail-
able. It is not only the aged who ex-
perience low income, high medical ex-
penses, and low protection. To a lesser
extent, the younger population contains
persons in a similar plight. But more of
the aged are caught in the problem of
low income and high medical expenses,
and their economic position is unlikely
to change, a hope that is not denied to
the younger. Because of their fixed posi-
tion, they are more vulnerable to the
costs of inflation.

The PRESIDING OFFICER. The ad-
ditional time of the Senator from Colo-
rado has expired.
Mr. HUMPHREY rose.
Mr. ALLOTT. Does the Senator have

in mind speaking on this particular
amendment?
Mr. HUMPHREY. The Senator pri-

marily has in mind cooperating with the
Senator from Colorado.
Mr. ALLOTT. I shall be pleased if

the Senator will yield me another 10
minutes.
Mr. HUMPHREY. I am glad to yield

the Senator 5 minutes at this time.
Mr. ALLOTT. I am glad to have it.

I appreciate the Senator's courtesy.
The PRESIDING OFFICER. The

Senator from Colorado is recognized for
an additional 5 minutes.
Mr. ALLOTT. Mr. President, what are

the requirements, then, of a health as-
sistance program? The requirements
can be simply stated. It should be based
on free enterprise and freedom of choice
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which, God willing, will always be the

pojture of Americans. It should be
established on a sound and reasonable

basis for providing assistance to individ-

uals over 65 who otherwise would exper-

ience difficulty in paying for medical
care.

Mr. President, it is important to re-

peat that latter phrase—"who other-

wise would experience difficulty in pay-
ing for medical care." There are many
who are able to take care of their own
problems quite satisfactorily in their

own way without any assistance from
anybody, least wise the Federal Gov-
ernment.
Such a program needs to be admin-

istered at the State and local level,

where the problems of the people within

the State are better understood and
more efficiently handled.
And finally, such a program should

be made financially feasible for the

States in order that they can implement
it.

Mr. President, I now propose to show
that the Kerr-Mills law meets the re-

quirements better than the proposal
which we have before us today.

Mr. President, if I may have the at-

tention of the distinguished acting ma-
jority leader, I have in mind offering an-
other amendment. This is a convenient
time for me to interrupt my discourse.

If the Senator wishes to reply to the
argument on the amendment, to use the
remainder of his time, I inform the Sen-
ator it is my intention to withdraw the
amendment.
Mr. HUMPHREY. I suggest that the

Senator proceed according to his an-
nouncement and withdraw his amend-
ment. I know the Senator has strong
convictions on these matters and wishes
to express those convictions, as he has
done so well today. We can proceed to

consider the other amendments. I shall

be more than happy to yield back any
remaining time I have on this particular
amendment. If the Senator will with-
draw the amendment, we can proceed to

consideration of other amendments.
Mr. ALLOTT. Mr. President, if the

Senator has yielded back his remaining
time
Mr. HUMPHREY. I yield back my re-

maining time.
Mr. ALLOTT. I withdraw my amend-

ment.
The PRESIDING OFFICER. The

amendment is withdrawn.
Mr. HUMPHREY. Does the Senator

intend to offer another amendment?
Mr. ALLOTT. Mr. President, I offer

the amendment which I send to the desk,
and ask for its immediate consideration.
The PRESIDING OFFICER. The

amendment will be stated for the infor-
mation of the Senate.
The Legislative Clerk. It is proposed

to strike out the language beginning on
line 18, page 57, and ending on line 15,

page 75, of the Anderson amendments.
KERR-MILLS ACT

Mr. ALLOTT. Mr. President, as I
have suggested, I now Intend to discuss
certain provisions of the law relating to
the Kerr-Mills Act.

It has been the custom under the
present administration, as well as in past

administrations, to hold White House
Conferences, in which experts in a par-
ticular field are called together in an
effort to work out recommendations for
solving some of the problems facing the
Nation. One such conference was called,

for a meeting in January of 1961 to dis-

cuss the problems, potentials, and chal-
lenges of an aging population. For 4

days, more than 2,500 delegates met in

Washington, D.C. The results of that
conference cover a variety of subjects.

We are fortunate that on May 15,

1961, the Special Committee on Aging
of the U.S. Senate, under the able guid-
ance of my good friend and colleague,

the Senator from Michigan [Mr. Mc-
Namara], issued a document which I now
hold in my hand. It is the committee
print of the White House Conference on
Aging, and I would call special attention
to page 37 of the committee print, which
is entitled "Policy Statement and
Recommendations—Institutional Care."
Since the recommendations by the ex-

perts on the subject of our senior citi-

zens deals directly with the matter under
consideration by the Senate, I should
like to read from the report.

On page 37, after a preliminary
statement, the Report by the White
House Conference on Aging says:

Adequate care cannot be provided without
sufficient financing, both, for construction
and for provision of services. Costs should
be kept to the lowest possible level con-
sonant with high-quality care, through
planning, efficient management and eco-

nomical use of facilities. No needed care

should be denied because of inability to pay,

nor should the financing mechanism create
impediments to the proper utilization of the
various types of facilities, including the
home. Everything possible should be done
to encourage voluntary prepayment groups
to expand and broaden their coverage for

aged individuals, and further, to extend
such coverage over the whole institutional

care spectrum, and to care in the home.
Local, State, and Federal Government financ-
ing will be required in increasing amounts
to supplement individual resources and vol-

untary prepayment. Existing Federal State,

matching programs will provide effective,

economical, dignified medical care for our
elderly citizens who need help. The imple-
mentation of such programs should result

in the high quality of medical care desired.

Compulsory health care inevitably results in

poor quality health care.

I repeat, "Compulsory health care in-

evitably results in poor quality health
care." I would like to point out, for the
benefit of any of my colleagues who
might have entered this Chamber toward
the end of my statement, that I was not
reading from the Republican platform of

1960. I was reading from the committee
print published by the Special Commit-
tee on Aging, listing the recommenda-
tions of the White House Conference on
Aging of January 1961.

The minority views hold to the con-
trary, and urge what is tantamount to
medical care under social security, al-

though it is not specifically referred to as
such. It is worth noting that in July
of 1962, just as in the early days of 1961,

the people of this country continue to

hold steadfastly to the view reflected by
the majority in the White House Confer-
ence. My mail has been running over-
whelmingly against the King-Anderson-

Javits approach, that is to say, medical
care for our senior citizens under social
security.

It appears to me that in the delibera-
tions which are now taking place in this
Chamber we are disregarding the con-
sidered judgment of experts as well as
the wishes of the majority of the people
in this country. From my State of Colo-
rado there was a delegation to this White
House Conference which included Robert
L. Knous, our Lieutenant Governor, the
chairman of the Governor's Commission
on Aging. In addition, the following
persons were also in attendance:

Dr. Albert H. Rosenthal, District Re-
gional Director of HEW; Mr. Riley
Mapes; Dr. William T. Van Orman;
Miss Charlene J. Birkens; Dr. Roy L.

Cleere, head of our State medical office;

Dr. Franklyn Ebaugh; Dr. Richard
Haney; Dr. Heber Harper; Mr. Samuel
Janzen; Mrs. Ray Landis; Mr. Archie
G. Maine; Mr. Herrick Roth; Mrs. Edith
M. Sherman; Dr. Lennig Sweet; Mrs.
Leslie E. Taylor; Mr. Franklyn Stewart;
Mr. Bernard Teets, Director of our State
Department of Employment Security;
Mr. Lindsay E. Waters; Dr. John Zarit.

The severest critics of the Kerr-Mills
approach to medical care for those over
65 point to the fact that the act has
simply not accomplished the purpose.
Apart from the fact that I consider it

ill-reasoned to expect a program of this

magnitude to be functioning at peak
performance 22 months after enact-
ment—just as unreasonable as criticiz-

ing our space program for its inability to

reach the moon in the relatively short
time it has been in existence—there is

also the fact that the executive branch
has not been pursuing the implementa-
tion of Kerr-Mills as assiduously as the
program warrants. During the hear-
ings before the House Subcommittee on
HEW Appropriations, Secretary Ribicoff

made the following statement

:

Now, administratively, we want to get re-

sults. One important task was the problem
of getting out the results of the White
House Conference. Thirty-seven separate
publications have been issued.

On the other hand, and as I will point
out in just a moment, the Department
of HEW, with appropriated funds at its

disposal, has not been moving forward
in an effort adequately to put Kerr-Mills
into full operation as the Congress in-

tended. I commend the Secretary for

disseminating the results of the White
House Conference, and find myself only
disappointed that the recommendations
have not been followed, at least as they
apply to Kerr-Mills.

At this point I must go outside my
prepared statement and remark upon
one of the great failures and frailties of

the Congress and the great structure of

Government that we have. An hour or

so ago the Senate voted upon an amend-
ment proposed by the distinguished Sen-
ator from Wisconsin which would pro-
vide for a commission to study
manpower needs and the assets available

for our space program.

His amendment provided for the ap-
pointment of a council to make such a
study. I voted against the amendment,
not because I am not convinced that
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there is a need. There is a great need
for such a study. I voted against the
amendment because the council would
meet, much money would be expended,
and then even before a report of the
study was published or before the coun-
cil had arrived at a conclusion, the
chances are about 90 to 1 that the peo-
ple in the space agency, the Congress
and the administration, would go gal-
loping off without paying any attention to
what the council had reported anyway.
We have followed such a procedure

on the question of taking care of our
aged. I am astounded that we in the
Congress again and again appropriate
money to various commissions, agencies,

and bureaus to investigate aspects of
certain questions, and then before even
a report of the study is prepared, we pass
impressive and extensive legislation in-
volving hundreds of millions of dollars
which does not even take into considera-
tion the findings of the various commis-
sions so appointed, because the com-
missions have not yet reported.
In the present instance, we are asked

to do it again, and we shall repeat the
process again and again. I wished to re-
fer particularly to the vote today on the
amendment of the Senator from Wis-
consin, because I think it is perfectly ob-
vious that while the need the Senator
from Wisconsin had in mind is very
great, the results from such a study
would never have seen the light of day.
If they did see the light of day, they
would wilt as fast as a fresh violet
plucked from a mountain meadow.
Mr. HRUSKA. Mr. President, will the

Senator yield?
Mr. ALLOTT. I am happy to yield to

the distinguished Senator from Nebras-
ka.
Mr. HRUSKA. First, the Senator

from Colorado is making a fine contri-
bution to the discussion at hand. He
handles his material well and shows that
he has become a student of no mean
knowledge on the subject.

I should like to ask the Senator from
Colorado whether or not it is true that
on occasion, instead of overstudying a
subject or a pending measure, we do not
get into it enough by way of our legisla-
tive process, and the measure which is

before the Senate—the so-called King-
Anderson-Javits proposal—is probably a
good example of that point. No commit-
tee hearings have been held. There has
been no documentation of the various
points of view or of the provisions of the
bill. No estimate of cost that I know of
has been formulated by any Government
authority which would normally be con-
sulted on the question. Would the Sen-
ator have any comment upon that parti-
cular aspect of the proposed legislation
to which his amendments are directed?
Mr. ALLOTT. I certainly do have. I

wish to thank the distinguished Senator
for his contributions, it is true both
ways. I was particularly interested in
the fact that while we paid attention to
what the White House conference for the
aged did, we have turned around and
pursued the most inconsistent, illogical,

and almost immature approach to a

question like the one pending before the
Senate, which would affect the lives of
most of us, God willing, and certainly
the lives of many individuals. We would
do so by seeking to jam through the
Senate an amendment which would take
the social security approach to the
health care for the aged.

It is a measure which would have great
tax consequences for every employer and
employee, and its provisions are com-
pletely inadequate. Sometime within
the next few hours I shall probably get
to that aspect of it. It is completely
inadequate for the needs.
We are asked to commit hundreds of

millions of dollars to a program in a field

which is already adequately serving or
could adequately serve the people, and
yet we would do so without even letting

the measure go to the Senate Committee
on Finance, the committee upon which
we must depend to study these questions
and make recommendations. We are
asked to act on the measure without a
report or a recommendation from that
committee.
Mr. HRUSKA. Mr. President, I thank

the Senator for yielding to me.
Mr. ALLOTT. I thank the Senator.

His thoughts have been most helpful.
In recognition of the fact that among

our senior citizens, there are those un-
able to meet the costs of medical, hos-
pital and other related treatment, the
Congress, in 1960 passed the Kerr-Mills
bill which, in essence, provides for a
Federal financial participation in State
programs established to meet these
needs. To provide for those 65 and over
already covered by old-age assistance,
the bill would increase those benefits to
cover the medical aspects.
While I shall discuss that point later,

I think it is only appropriate to call at-
tention now to the fact that the Ander-
son-Javits amendment, which we are
now considering, would provide no medi-
cal care outside of a hospital or certain
designated nursing homes. For those
over 65 not covered by old-age assist-

ance, the Kerr-Mills bill authorized
medical coverage in specified amounts.

Kerr-Mills has the benefit of the cus-
tomary legislative process, and was ac-
corded complete committee hearings and
consideration—culminating in a report
by the Senate Committee on Finance
dated August 19, 1960.
Mr. President, each of us who was here

at the time had an opportunity to study
that report. It was Report No. 1856,
86th Congress, 2d session. It stands as
a tribute to the unanimity of feeling
regarding the bill, that the vote on final
passage was 91 to 2 in favor of passage.
And yet, scarcely has the time elapsed
in which to implement this legislation,

and the Senate is now being asked to
junk it and start afresh.

What is proposed is that we pile this
monstrosity on top of it. If we do so,

we will have a real situation on our
hands.

Opponents of Kerr-Mills urge that
the act be set aside, almost before the
ink is dry, despite the fact that better
than 24 States have enacted legislation

in reliance upon its permanency. It is

difficult to conceive how a program, con-
curred in by 01 Members of this body,
only 22 months ago should now become
unworkable or, as the Special Senate
Committee on Aging concluded:

It proves that Kerr-Mills cannot, of Itself,

solve that problem which our committee has
found to be the most persistent and fright-
ening one confronting millions of older
people and their children in aU parts of the
country—the problem of assuring economic
access to medical care for all our older
people on a decent, self-respecting basis.

Before this body relegates to the ash-
can a program upon which a substantial
number of States have relied, a program
which a number of States have imple-
mented by legislation, a program which
was and is dedicated to fulfilling the
needs of our senior citizens, it would be
very useful to examine the act in detail

in order to clear the air of misunder-
standings and have clearly in mind
what the objectives of the Kerr-Mills
bill are, and what its accomplishments
have been in the brief period it has been
law.

The Senate Finance Committee, re-
porting on HJR. 12580, the social security
amendments of 1960, said as follows:

In this 25th anniversary year of the So-
cial Security Act, the committee has ex-
amined proposals relating to almost every
title of the Social Security Act. As a result
of our consideration, the commltte is re-
porting a bill which makes changes and im-
provements in all of the programs encom-
passed by this legislation. The major Issue
presented to the committee this year has
been the increasing cost of adequate medi-
cal care for older people. The evidence
presented to the committee indicated that
these costs- derive, to a large extent, from
the fact that impressive improvements have
been made In medicines and medical tech-
nology, which assist in better diagnosis and
treatment, and from improved hospital and
other facilities and their wider availability
to the public. The knowledge that these
costs are unpredictable and sometimes very
heavy, especially for our older men and
women living on reduced retirement in-
comes, has been a matter of grave concern
to this committee. As a result we are
recommending a program of Federal assist-
ance in providing through the cooperation
of tt»e States, an expanded program of medi-
cal dare for persons aged 65 and over. Un-
der this proposal, the Federal share of exist-
ing old-age assistance plans will be sub-
stantially increased to encourage States to
strengthen their medical programs for these
people or to initiate new programs. In
addition, Federal money will be made avail-
able, on a generous matching formula, to
assist the States in aiding those aged per-
sons, many of them otherwise self-sufficient,
who need help only in meeting the costs of
medical care of a very expensive nature.

In the event that the successful imple-
mentation of Kerr-Mills has not pro-
ceeded with such dispatch as its detrac-
tors would wish, the responsibility must,
in part, at least, be borne by HEW.
Under questioning by Representative
Melvtn Laird and Chairman John E.
Fogarty at recent hearings of a House
Appropriations Subcommittee, Secretary
Ribicoff admitted he had hired only one
professional staff member, although
Congress had provided $145,000 to em-
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ploy a staff of 18. Further questioning

also brought out that little has been
done by the Department to implement
the 600 recommendations of the White
House Conference on Problems of the
Aging. One of them, dealing specifically

with medical care for the aged, I dis-

cussed a moment ago.

Mr. President, I ask unanimous con-
sent to insert in the Record at this point

in my remarks an excerpt from the hear-
ings before the House Committe on HEW
appropriations on January 30, 1962.

There being no objection, the excerpt

was ordered to be printed in the Record,
as follows:

Reference to Appropriate House Hearings
Before the Subcommittee on HEW Ap-
propriations, January 30, 1962

—

Part I

Pages 104 and 105

:

"Mr. Fogarty. What did Mr. Kent [works
for the Secretary, studying the Conference
recommendation and developing legislation

to carry them out] originally ask of the Bu-
reau of the Budget?

"Mr. Kelly. In his supplemental request?
"Mr. Fogarty. Yes.
"Mr. Kelly. I am going to have to act from

memory, Mr. Chairman. My memory is we
went over there with a request for 21 addi-
tional positions, and we came up to the Con-
gress with a request for 18 positions. And
we have an operating plan for utilizing 14

of those jobs that the Congress gave us,

and we are requesting 3 additional positions

in 1963.

"Mr. Fogarty. How much did you get; how
much did the Congress give in that supple-
mental last year?
"Mr. Kelly. They gave us the whole 18

positions as requested.
"Mr. Cohen. Yes. I think $145,000, if I

recall correctly.

"Mr. Fogarty. And how much of it was put
in reserve, if any?
"Mr. Kelly. Well, I know it was four posi-

tions. I do not recall the amount. But out
of the 18 positions, 4 were withheld.

"Mr. Fogarty. Percentagewise, that is a
pretty good clip.

"Mr. Kelly. Yes, sir. We had to save eight
jobs in the Office of the Secretary. Four of
them were in the special staff on aging.

"Mr. Fogarty. Four out of eighteen?
"Mr. Cohen. I think, while there is a tre-

mendous need there, Mr. Chairman, I might
say I worked with Mr. Kent on trying to
recruit some of these people

"Mr. Fogarty. I understand he has had
problems. But I think I am going to find
the same fault I found with everybody over
the past 10 or 12 years. I do not think you
are going fast enough or far enough."

Pages 105 and 106:
"Mr. Fogarty. You gave me a breakdown

but I have forgotten. About how many
people have been added to the special staff

on aging, and when were they added?
"Mr. Cohen. I have here the two additional

people in the information branch reporting
to duty on January 29. One person has been
recruited to the field operations branch,
reporting to duty in February. A fourth
person on research and training branch has
been recruited and reporting to duty in
March.
"Those are the four professional positions

in the increase.
"Mr. Fogarty. What year are you talking

about?
"Mr. Cohen. This year, sir. Right now.
"Mr. Fogarty. January 29, you mean yes-

terday?

"Mr. Cohen. Yes, sir. Reported to duty
yesterday. That is January 29—two of them.

"Mr. Fogarty. Well, I would not brag
about that kind of action, would you?

"Secretary Ribicoff. Well, it is pretty hard
to find people sometimes."

Pages 106 and 107:

"Mr. Fogarty. What are you going to do,

give up?
"Mr. Cohen. No, sir.

"Secretary Ribicoff. We are keeping on try-

ing.
"Mr. Cohen. We are keeping on trying.

Mr. Kent is going ahead. I talked to him
several times.
"And we have now prepared a position

description for each of these positions and
we are advertising them and circularizing so

we can see if we cannot get some more people
interested in them. I think there is a great

need in this area, and I would hope we could
expand it.

"Mr. Fogarty. That is what I was hoping
for, too, when Mr. Kent was named. I do not
see that he is doing much better than those

before him. There is, and has been, a lot of

talk about this for years as you well know.
"You have been talking about it, but as

of today, January 30, nothing much has been
accomplished with that supplementary ap-
propriation. That is a fair statement, is it

not?
"But the White House Conference came up

with about 600 recommendations, and how
many of those recommendations have been
put into effect?

"There was a lot of talk at that conference
about a blueprint for action.

"Mr. Cohen. Wnat we have done, of course,

has been a continual exploration of this

problem. Over on the Senate side, in connec-
tion with the Senate hearings, we have moved
wherever there were some legislative recom-
mendations.
"Mr. Focarty. Was there ever an advisory

committee appointed?
"Secretary Ribicoff. No. An advisory com-

mittee has not yet been officially appointed,
but
"Mr. Fogarty. I think last August was the

last time I talked with you.
"Mr. Cohen. Yes.
"Mr. Fogarty. And you told me it was

right around the corner.
"Mr. Cohen. We have been clearing the

people and discussing them. I would hope
that we can formally appoint them very
shortly.

"Mr. Fogarty. What do you call 'shortly';

a month from now or next year?
"Mr. Cohen. Before the end of this year.

"Mr. Fogarty. The fiscal year or the calen-

dar year?
"Mr. Cohen. Fiscal year."
Page 107:
"Mr. Fogarty. What happened to the Fed-

eral Council on Aging?
"Mr. Cohen. The Federal Council on Aging

has been more or less inactive, and I think
it is Mr. Kent's intent to reactivate the Fed-
eral Council.

"Mr. Fogarty. There is nothing being done
now, is there? They have not met in a
long time?
"Mr. Cohen. I think we have had one meet-

ing. I think there has been one preparatory
or one planning meeting to see what they
worked out."
Pages 108 and 109:
"Mr. Fogarty. Well, the thing I am after

and have been after for 10 or 12 years is

action.

"I was just amazed to find that the first

man hired under last year's supplemental ap-
propriation was put on yesterday."

Page 109:
"Mr. Laird. You have been passing that

money around, though. You have been look-
ing for anybody who would like to do a little

consulting work, have you not?
"Secretary Ribicoff. I have not. I know

Mr. Kent is sincere and hard working and a
self-starter; and I have the utmost faith in
him. If you give Kent a reasonable period
of time, he will have a staff that you will be
proud of, Mr. Chairman. And I would like

to see where Mr. Kent stands next Septem-
ber, frankly.

"Mr. Fogarty. You call a reasonable length
of time

"Secretary Ribicoff. Well, I would say that
the moneys available in October, I would like
to see the results next September 1.

"Mr. Fogarty. How long has Mr. Kent been
on the Job? How long has he been in office?

"Mr. Cohen. I think he came something
like July 1. * * • As the Secretary stated, I

hope you will wait until he has an opportu-
nity to appear before you, Mr. Chairman.
"Mr. Fogarty. Oh, I will. He will be given

every opportunity, of course. He will not be
shut off. He can talk as long as he wants to.

"But from what I already know, I am still

afraid I am going to be disappointed in the
action so far."

Pages 1084 and 1085

:

"Mr. Fogarty. We thought this was a real
important program last summer. When you
asked for a supplemental appropriation we
were led to believe it was ncessary and
needed. In fact, I thought more was needed.
"Now tell us what you have done with

these funds.
"Dr. Kent. At present, on our supple-

mental, we have 14 positions—7 professional,
and 7 clerical. The seven clerical were easy
to fill and we filled five. We have not filled

the other two because we will wait until we
have the complement of professionals. In
terms of professionals, we have filled four;
for two more we have tentative acceptances
and two that we are negotiating for, which
includes one vacancy on the regular staff.

"Mr. Fogarty. You think you have done
as well as you could but I think a better job
could have been done. I think if I were in

your position, when you came down here last

summer, that I would have known that these
jobs were hard to come by. There is a gen-
eral impression around from the groups that
I have talked to, and I have talked to a great

number of them, that there is no real pro-
gram in aging. Every group that I have
talked to has been disappointed in the lack

of action to initiate one."

Mr. ALLOTT. Mr. President, geared
as it is to the needy, Kerr-Mills Act is

designed to authorize Federal participa-

tion in approved State plans which pro-
vide medical assistance first, on behalf of

aged recipients of old-age assistance;

and, second, for aged persons not on old-

age assistance whose incomes and re-

sources are not sufficient to meet the
costs of necessary medical services. The
act has the following provisions:

MEDICAL ASSISTANCE FOR THE AGED WHO ARE
NOT RECIPIENTS OF OLD-AGE ASSISTANCE

Under this program, States can receive

Federal funds to help pay the cost of

medical services for persons aged 65 and
over who are not recipients of old-age
assistance, but whose income and re-

sources are insufficient to meet such
costs. States may choose among a broad
scope of medical services, but the serv-

ices for which they pay the costs must
include those of both an institutional and
noninstitutional character. The law is

specific in outlining the scope of care and
services that may be provided including:
inpatient hospital services; skilled nurs-
ing-home services; physicians' services;

private-duty nursing services; physical
therapy and related services; dental
services; laboratory and X-ray services;

prescribed drugs, eyeglasses, dentures
and prosthetic devices; diagnostic,

screening and preventive services; and
any other medical care or remedial care
recognized under State law.

In considering the merits of these two
proposals we must consider what is now
offered by present law and the paltry,
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parsimonious, limited benefits that would
be offered under the King-Anderson-
Javits amendments.
However, as under the law before the

I960 amendments, there can be no Fed-
eral participation in payments with re-

spect to medical services furnished an
inmate in a nonmedical public institu-

tion or to a patient in a mental or tu-
berculosis institution. Persons with a
diagnosis of tuberculosis or psychosis
may be covered for 42 days of care in a
general hospital.

To qualify for Federal matching
grants, State plans for medical assist-

ance must meet certain requirements al-

ready in the act and still applicable to
old-age assistance as well as the new
program—the requirements, for exam-
ple, that the program be in effect in all

political subdivisions, provide for finan-
cial participation by the State, and in-

sure proper and efficient administration.
In addition, under a State plan for medi-
cal assistance for the aged, no enroll-

ment fee or charge may be imposed as a
condition of eligibility, and under regu-
lations prescribed by the Secretary the
State must furnish assistance to State
residents absent from the State. Rea-
sonable standards for determining eli-

gibility and the extent of medical assist-

ance are required. There must be a pro-
vision that no hen can be imposed dur-
ing a recipient's lifetime on account of
payments under the plan—except pur-
suant to a court judgment concerning
incorrect payments—and that adjust-
ment or recovery is permitted only after

the death of the recipient and spouse.
A State may not impose an age require-
ment higher than 65, and no resident
of the State and no citizen of the United
States may excluded. Federal Gov-
ernment participation in the total

amount expended by the States for medi-
cal assistance for the aged under a Fed-
eral matching percentage will range
from 50 to 80 percent under a formula
based primarily on per capita income.

MEDICAL CARE FOB RECIPIENTS OP OLD-AGE
ASSISTANCE

Under the amended title I of the Social
Security Act, as formerly, there is no
Federal requirement as to the scope of
medical services that the States provide
for old-age assistance recipients. How-
ever, the Kerr-Mills Act made additional
funds available to the State for expan-
sion of such services for recipients of

old-age assistance.

An additional plan requirement for
old-age assistance under title I is the
same as one that applies to medical as-
sistance for the aged—the State plan
must include reasonable standards for
determining the eligibility for patients
in a medical institution as the result of
diagnosis of psychosis or tuberculosis
for 42 days after such diagnosis is per-
mitted for old-age assistance as well as
for medical assistance. The law, con-
tinues, however, to exclude from the
matching provision money payments of
such patients. Before the amendments
the maximum average monthly payment
for old-age assistance in which the Fed-
eral Government would participate was
$65. This amount included both money
payments to the individual and vendor

payments for his medical care. The
Federal Government will continue as be-
fore to share in such expenditures for
old-age assistance up to four-fifths of
the first $30 of the average monthly pay-
ment, with variable matching ranging
from 50 to 65 percent in the remainder
up to $65 based on the relationship of
the State's per capita income to the na-
tional per capita income.

For States with average monthly pay-
ments of more than $65, the 1960
amendments provide for Federal par-
ticipation in additional expenditures ex-
cept that such participation will be
limited to the amount of the average
vendor medical payments up to $12 a
month, or the amount by which the total

average payment exceeds $65, whichever
is less, with the Federal share ranging
from 50 to 80 percent based on
per capita income. For States with
average monthly payments of $65 or
less the Federal share in average vendor
medical payments up to $12 a month will

be an additional 15 percent over the
usual Federal percentage applicable to
the amount of payments falling between
$30 and $64. This percentage, when
added to the usual Federal percentage
for the second part of the formula for
payments, will give a total Federal share
of 65 to 80 percent. The additional
Federal share of 15 percent will also be
available to States with average monthly
payments of more than $65, when it is

advantageous to them as an alternative
to the method described above. The
Federal Government also pays 50 per-
cent of the cost of administering State
plans under the Kerr-Mills Act.

Kerr-Mills is legislation designed to

accommodate the two pressing problem
areas—namely, by providing those per-
sons over 65 who are covered by pro-
grams of old-age assistance with an
expansion of medical coverage and by
also providing medical assistance to
those persons who have reached 65 but
who are not recipients o f old-age as-
sistance. Of the more than 17 million
persons in these classifications, the Sen-
ate Finance Committee figures indicate
that approximately 10 million persons
might meet eligibility requirements.
The number actually affected will de-
pend upon the number of States par-
ticipating, and the eligibility standards
formulated by such States. Each year,
after all State plans are in full opera-
tion, an estimated one-half to 1 million
persons among these 10 million may be-
come ill and require payments. The
number of recipients per year 1961-63
as listed in the budget, fiscal year 1963,

is: 1961, actual, 80,400; 1962, estimate,
495,500; and 1963, estimate, 729,300.

The argument is often made that
Kerr-Mills is inadequate and insufficient

to meet the pressing needs as they exist
today. The Finance Committee figures
do not give umbrage to such a position.

It should be borne in mind in the coming
year better than 72 percent of those
senior citizens who will require medical
attention will be taken care of under
Kerr-Mills—and this assumes no further
implementation on the part of the
States not presently participating.
When there is taken into account the

fact that the establishment of such a
State program cannot be accomplished
overnight, every indication suggests that
Kerr-Mills is doing the job which the
Congress felt should be accomplished,
and rapidly. At this point, it would be
well to haye a list of the States which
are participating in the Kerr-Mills pro-
gram They are as follows

:

Alabama, Arkansas, California, Con-
necticut, Hawaii, Idaho, Illinois, Ken-
tucky, Louisiana, Maine, Maryland,
Massachusetts, Michigan, New Hamp-
shire, New York, North Dakota,
Oklahoma, Oregon, Pennsylvania, South
Carolina, Tennessee, Utah, Washington,
West Virginia, Guam, Puerto Rico, and
the Virgin Islands.

THE MEANS TEST

In an effort to discredit the Kerr-Mills
Act, the oponents have resorted to emo-
tionalism. There is a tendency to cloud
the real issue by casting adjectives
about and thus attempt to discredit what
is a perfectly proper administrative
aspect of the program in terms of the
purpose which it was intended and does
serve. Kerr-Mills came to grips with a
problem which faced us, namely, how to
provide adequate medical and hospital
care to our senior citizens incapable of
providing it themselves. In reporting
the bill, the Committee on Finance called
attention to the purpose of the medical
assistance aspect for the aged not re-
ceiving old-age assistance:

The bill would amend existing title I to
make it clear that States may extend their
assistance programs to cover the medically
needy. The bill would give the States a
financial incentive to establish 6uch pro-
grams where they do not exist or to extend
such programs where they are not adequate
in coverage or comprehensive in the scope of
benefits. Benefits under a State program
may be provided only for persons 65 years
of age or over to the extent they are unable
to pay the cost of their medical expenses.
Under this program, it will be possible for
States to provide medical services to in-
dividuals on the basis of an eligibUity re-
quirement that is more liberal than that in
effect for the States old-age assistance pro-
grams.

It would cover all medically needed aged
65 and over; it would cover every such per-
son including those under the social security
system, railroad retirement system, civil

service system, or any other public or private
retirement program whether such person is

retired or still working, subject only to the
participation in the program by the State
of which they are resident; it would cover
the widows of such workers as weU as their
dependents who meet the age 65 requirement
and are unable to provide for their medical
care. There are many individuals who have
not worked under the social security pro-
gram or any other retirement program for a
sufficient time to ever become eligible for re-
tirement benefits; this is another needy
group which would be able to receive medical
assistance under the health plan endorsed
by the Finance Committee.

The report to the Special Committee
on Aging, in discussing the means test,

uses descriptions such as "humiliating,"
"degrading." The act, itself, has two
provisions covering this subject, one of
which applies to a State plan which in-
cludes old-age assistance and the other
to a State plan which includes medical
assistance. Section 2(10) (A)—the State
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agency shall, in determining need for

assistance, take into consideration any
other income and resources of an in-

dividual claiming old-age assistance;

(B) include reasonable standards, con-
sistent with the objectives of this title,

for determining eligibility for and the
extent of such assistance; section 2(11)

(D) , include reasonable standards, con-
sistent with the objectives of this title,

for determining eligibility for and the
extent of such assistance; (E) provide
that no lien may be imposed against

the property of any individual prior

to his death on account of medical
assistance for the aged paid or to be
paid on his behalf under the plan—ex-

cept pursuant to the judgment of a court
on account of benefits incorrectly paid
on behalf of such individual—and
that there shall be no adjustment or
recovery—except, after the death of such
individual and his surviving spouse, if

any, from such individual's estate—of

any medical assistance for the aged cor-

rectly paid on behalf of such individual

under the plan.

There is nothing onerous, nothing de-
grading, humiliating in these require-
ments. There is nothing in that lan-
guage suggestive of a pauper's oath; and
any such suggestions are eminently
unfair to the purposes and objectives

of the program. Quite obviously, if an
individual is capable of taking care of

his or her medical needs, then in the
American tradition, such individual
would want to do so. But, it should
be borne in mind that the people this

legislation is trying to help are those
without adequate funds to help them-
selves. Does it not stand to reason that
an inquiry of one sort or another must
of necessity be made, in order to arrive

at a determination as to the applicant's
eligibility? It was never the intent of

Congress to oblige anyone seeking this

assistance to be embarrassed, and cer-

tainly no one would condone such treat-

ment outside the realm of emotionalism,
leading to the unavoidable conclusion
that, since the act was intended for the
needy, some determination of this need
must be made. Since those who are go-
ing to be helped are of modest means,
does not a fair and reasonable test have
to be applied in order to make that de-
termination? It should be remembered
that there are Federal and State funds
involved, and there is the duty upon
those charged with administering the
program to see that the funds are prop-
erly applied.

The charge that the means test is de-
meaning is not well documented. How-
ever, if experience were to show that,

in reality, an undue hardship is being
placed upon those persons seeking as-
sistance, then the obvious remedy is to
amend the requirements, not discard the
program. The minority report to the
Special Committee on Aging carries the
suggestion that one way to remedy this,

if a problem in fact exists, is through
an amendment to the present law stipu-
lating that a simple statement setting
forth details of the individual's finances,
submitted under oath, by the applicant
for aid would be presumed valid in de-
termining eligibility.

In an effort to bring all the facts into
their proper perspective, it should be
noted that Kerr-Mills was designed to
provide assistance to senior citizens as
and where needed. The need factor can-
not be too strongly underscored. Ap-
proximately 2.5 million, or 16 percent of
our population, at the 65 age level or
above, receive public assistance. Beyond
that there are those having incomes ade-
quate to cover living expenses, but in-
adequate to take care of hospital and
medical expenses of a protracted nature.
But, regardless of numbers, it is the
needy who must be considered, and it is

just that purpose which Kerr-Mills, in

its full and complete implementation,
will accomplish.
Kerr-Mills was intended to supple-

ment, not supplant. In this connection,
Dr. Vetalis V. Anderson, president of the
Colorado State Medical Society, wrote to
me recently, outlining the society's pro-
posal to implement the medical assist-

ance for the aged portion of Kerr-Mills.
Dr. Anderson does point out that the
plan has been submitted to the Colorado
General Assembly Legislative Council
for study. I ask unanimous consent that
Dr. Anderson's letter be printed at this

point in the Record.
There being no objection, the letter

was ordered to be printed in the Record,
as follows:

Colorado State Medical Society,
Del Norte, Colo., May 1, 1962.

Senator Gordon L. Allott,
U.S. Senate,
Washington, D.C.
Dear Senator Allott: The Council on Gov-

ernmental Relations of the Colorado Medical
Society, working closely with Mr. John J.

Vance of Colorado Blue Shield, has drafted
a proposed method implementing the medi-
cal assistance to the aged portion of the Kerr-
Mills law (Public Law 86-778) . In the hopes
of obtaining passage of this plan or some re-

vision thereof, at the next session of the
Colorado General Assembly, we have sub-
mitted our plan to the assembly's legislative

council for study.

We believe that you will also be interested
in knowing something about our proposed
implementation of the medical assistance to
the aged portion of the Kerr-Mills law in
Colorado. • The object of implementing this

portion of Public Law 86-778 is to help those
persons in Colorado who are over age 65 and
acknowledged to be presently, or potentially,
medically indigent, and who for one reason or
another are not eligible for the OAP medical
care program.

Our proposed medical assistance to the
aged program recognizes the first dollar needs
of the very Indigent, but mainly its help is

directed at the catastrophic expenses which
can represent financial hardship to even the
reasonably affluent aged members of society.

The program would not replace the bene-
fits available through the many voluntary
prepayment plans in existence, but is de-
signed to encourage self-help and enrollment
in such plans, and to supplement them
through an extension of benefits. We pro-
pose that certain base plan benefits be estab-
lished, the cost of which constitutes a de-
ductible feature which must be borne in
whole or in part by the medical assistance to
the aged recipient. When the medical assist-

ance to the aged recipient finds the benefits
of his base plan are exhausted, or when simi-
lar services have been paid out-of-pocket
by the recipient with no base plan coverage,
then the protection of this medical assistance
to the aged extended benefit approach be-
comes applicable.

It is recognized that the potential medical
assistance to the aged recipients vary in de-
gree of medical Indigency. Each can help
himself to some degree and self-help is the
foundation of this approach, although recog-
nition Is given to the extreme Indigency
status of some classes of medical assistance
to the aged recipients.
The base plan constitutes the deductible

services, the cost of which the Individual
must bear, either through membership in
prepayment plans or as an out-of-pocket ex-
pense at the time the service is Incurred. In
the case of real indigency, the cost of the
base plan would be subsidized by medical
assistance to the aged.
Any voluntary hospital-medical prepay-

ment plan would be eligible to underwrite
the base coverage at whatever rates the in-
dividual organization felt were warranted,
providing the plan offered the precise bene-
fits set forth by the Colorado Department of
Public Welfare, administrators of the plan,
on a noncancellable basis, and were approved
by the Colorado Insurance Department as
reputable firms.

We propose that the base plan coverage
include complete hospital benefits up to 30
days per year; outpatient service; nursing
home benefits of 30 days 1 a year at an
allowance of up to $5 per day when under
the care of a physician in a licensed nurs-
ing home; home nursing service during any
30-day convalescent period each year with
daily visits if necessary at an allowance of
up to $3 per nursing visit; medical-surgical
benefits in the hospital or doctor's office and
home calls by a physician at a rate of up to
two calls each year during a 30-day con-
valescent period following hospital care.
The medical assistance to the aged is

proposed in the form of subsidization
of the cost of the base benefits for the
very indigent, thereafter in extended hospital
and medical benefit protection, applicable
only after the base benefits are exhausted.
The medical assistance- to the aged program
would renew' the base benefits (except for
the nursing home care) as often as medically
necessary, with each renewal after the first

subject to a minimal payment by the recipent
on the basis of his financial condition. Our
proposed program omits convalescent nurs-
ing home services, in the belief that such
service beyond

t
that provided in the base

plan, is of a custodial rather than of a
medical nature, and is therefore a cost of
living, not a medical cost.

There are some unknowns in our cost
estimates of the proposed program, but we
feel that this is not an insurmountable ob-
stacle. Much of the cost of base benefit re-
newal can be ascertained from OAP exper-
ience, which discloses in the last fiscal year
that only 860 cases out of 20,754 admissions
required more than 30 days of acute hospital
care. We believe that a liberal estimate of
the cost of this program would be $3 mil-
lion of State money to be matched by Fed-
eral funds under the Kerr-Mills law.
We hope this rather lengthy explanation

of our proposed medical assistance to the aged
program will give you some idea of what
we believe can be done for Colorado's needy
and near-needy aged. We feel that this is

the proper solution to the medical care pro-
blems of this aged group in Colorado and
could be adapted by every State In the
Nation.

Sincerely,

V. V. Anderson, M.D.,
President.

Mr. ALLOTT. Mr. President, my
State has already in effect an old-age
pension, health, and medical care pro-

i In addition to the 30 days of convalescent
nursing home care, provision is made for
an additional 12 months extended care in a
person's lifetime.
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gram which it adopted in 1956. At that
time, a limitation of $10 million was
placed upon the funds to be earmarked
for carrying out the program. There-
fore, while we have a good program pres-
ently operative, the constitutional limi-

tations will have to be amended in order
to adopt the MAA program under Kerr-
Mills.

Mr. President, I now withdraw my
amendment.
The PRESIDING OFFICER. The

amendment of the Senator from Colo-
rado is withdrawn.

Exhibit 1

Economic Factors

SUMMARY

Money income : Eleven out of every twelve
persons 65 and over received some cash in-
come in December 1960. Slightly more than
half of this income came from private and
the balance from public sources. Social se-

curity and other forms of public insurance
accounted for the bulk of public income and
employment accounted for the bulk of pri-

vate income. Over one-third of the esti-

mated aggregate income of $52 billion re-

ceived by the aged was represented by earn-
ings from employment.
Employment status: Of the elderly men

who worked in 1959, 54 percent held full-

time jobs for more than half the year. Over
half of the elderly working women held
part-time jobs, and 36 percent of them
worked full time for more than 26 weeks.
Employment of the aged involves a sig-

nificant amount of part-time, or part-year
work. The prevalence of work decreases with
age and, among those who continue to work,
self-employment becomes more dominant.
In late 1959, the percentage of aged men
looking for work was less than the rate for

all men. Their length of time out of work
was greater. For most aged who work, in-

come from their jobs is only one source of

total income. Often public sources are also

involved.
Retirement: The number of workers cov-

ered by private pension plans in the United
States increased from 2.7 million in 1930 to

20.2 million in 1959, or from 5.4 percent
to 29.1 percent of the civilian labor force.

The typical pension pays 25 to 40 percent of

average earnings before retirement. The
vast majority of pensioners are covered by
Old-Age, Survivors, and Disability Insurance.
Roughly, 50 percent of private retirement
programs have vesting provisions and the
percentage is growing. Private pensions and
individual annuities represented slightly less

than 6 percent of the estimated aggregate
income of persons 65 and over in 1960. In
1959, as in the preceding 4 years, private
pension plans took the largest single share
of employer-empolyee contributions to em-
ployee-benefit plans.
Of the public income-maintenance pro-

grams, OASDI is by far the most important
It now covers 9 out of every 10 workers and
is paying benefits to nearly two-thirds of
the aged population. In August 1961, the
average individual benefits were $75.77 per
month. In December 1960, average monthly
benefits were $123.90 for man and wife, and
$57.70 for an aged widow.
The railroad and Federal retirement sys-

tems provide higher pension benefits than
the OASDI program. Benefits paid by State
and local governments vary widely. These
programs generally require direct participa-
tion by the employee.
Two types of public benefits based on

demonstrated need and derived from general
tax revenues are old-age assistance benefits
and payments to wartime veterans for non-
service-connected disabilities. The former
vary considerably by State, ranging in July
1961 from $35.32 to $114.26 a month. The
national average was $67.99. Veterans 65 or

over are eligible for monthly pensions based
on disability, unemployabllity, and low in-

come. The benefits range from $40 to over
$150 a month.

Distribution of money Income among the
aged: In 1960, less than $1,000 in total money
income from all sources was received by 52.7

percent of all noninstitutionallzed aged in-
dividuals; 27.1 percent of the men and 73.9

percent of the women were in this income
group The median income of aged persons
was approximately 83 percent higher in 1960
than in 1950 as measured in 1960 dollars.

Money income of $5,000 or more was received
by 11.8 percent of the men and 1.7 percent
of the women in 1960.

In 1959, of the 6.2 million families headed
by persons 65 or older, money incomes for

half were below $2,830 and for one-fourth
were below $1,620. The average family com-
prised 2.6 members of whom three-fifths were
65 or over. Of the 3.6 million elderly persons
living alone or with nonrelations in 1959,
incomes of half were below $1,000 and of
four-fifths below $2,000.

The per capita income of families headed
by persons 65 and over, in 1958, was only
58 percent as much as that for families whose
head was between 55 and 64, but it was 81
percent as much as that for families headed
by persons 25 to 34 years old. The income
position of the aged is more fixed than for
the younger age groups. Many of the
younger families are in transition to larger
incomes; the aged are not.

Assets: Of the spending units with heads
65 and over, 13 percent did not report own-
ing any liquid assets, corporate stock, equity
in home, other real estate, or unincorporated
business in 1960. An additional 23 percent
held less than $5,000 in such assets. Approxi-
mately 40 percent had assets valued at $10,000
or more. All together, half had assets of
$8,000 or more. Equity in home was the most
important type of asset in terms of value.
The type of asset held by the largest per-
centage of spending units was liquid assets.
The pattern of holdings was similar to spend-
ing units with heads between 45 and 64.

Younger spending units had considerably
less than those headed by aged persons. In
regard to aged OASI recipients alone, in 1957,
10 percent of the retired couples, 33 percent
of the single retired workers, and 27 percent
of the aged widows had no net worth (value
of selected assets—major portion of total
assets—less reported debt) . On the other
hand, 48 percent of the retired couples, 39
percent of the single retired workers, and 32
percent of the aged widows had a net worth
of $10,000 or more. The data show quite a
spread in asset position among the aged.
In regard to liquid assets, in early 1960,

more of the aged spending units had no
liquid assets than all spending units (30 per-
cent versus 24 percent) , but more had at least
$2,000 in such assets (40 percent versus 25
percent) . Twelve percent of the aged units
had over $10,000 in liquid assets alone.
Among the aged, those with the smallest in-
comes are likely to have the least liquid
assets.

One of seven aged spending units had
corporate stocks or bonds in 1960. The
median equity greatly exceeded that of
younger spending units. Most of these aged
spending units also had significant bank ac-
counts and savings bonds.
In 1959, 66 percent of the nonfarm family

units headed by persons 65 or over owned
their own homes. Of these homes, 83 per-
cent were free of mortgage debt. In con-
trast, 58 percent of all nonfarm family units
owned the homes in which they resided and
44 percent of these homes were mortgage
free. In 1960, the median equity in their
own homes of aged spending units who were
homeowners was $9,700. Home ownership
was positively correlated with level of sav-
ings and with income. For example, in
1957, among OASI beneficiaries, 8 of 10
couples with incomes of $5000 or more

owned nonfarm homes, but less than two-
thirds of those with incomes below $1,200
were owners.
In 1957, 56 percent of the spending units

with aged heads owned a life Insurance
policy, compared to 79 percent of all spend-
ing units. The value of the insurance was,
in general, enough to cover burial expenses.
In 1959, a survey showed that 69 percent

of the aged spending units were entirely

free of debt, as compared with only 32 per-
cent of spending units of all ages. Only 11

percent of units headed by elderly persons
had mortgage debt (versus 31 percent for all

units) , and 26 percent of the older group
had personal debt (three-fifth's under $200)
compared to 60 percent of all spending units.

The aged tended to look upon savings and
other assets as resources to be used to meet
expenses only in a dire emergency. This
was particularly true of housing.
Noncash income: Noncash income prob-

ably plays a more Important role in the well-
being of elderly people than It does in the
case of. younger adults. In 1957, among
OASI beneficiaries four of five couples and
three of five nonmarried persons had non-
cash income of one or more of the following
types: imputed rental value of an owned
home, rent-free housing, food homegrown
or obtained without cost, medical care pro-
vided free or at someone else's expense. It

has been estimated that the value of non-
cash income of the aged amounted to $3
billion in 1958.
Tax position of the aged: In 1957, 6.5

million of more than 16 million persons 65
and over filed an Income tax return. Of
these, 3.2 million returns were taxable. The
Federal and State Governments have special
tax provisions for the aged. For example,
the Federal Government gives special con-
sideration to age itself, blindness, public and
private retirement benefits, and medical ex-
penses. Certain taxes, other than those on
income, may be unfavorable for the aged.
Budgetary needs: It is estimated that, on

the average, persons over 65 'have somewhat
lower living costs than their younger coun-
terparts. Budgets for the aged have been
worked out by various government agencies.
These budgets are calculated to support a
modest but adequate living. They have
several limitations which are noted in the
text. Within these limitations, the fact that
many aged fall below the threshold of ade-
quacy Is shown. It is also noted how many
of the aged are well above the threshold and
presumably able to meet living expenses.
The economic picture of the aged is mixed.

Not all are in a difficult position. A signif-
icant segment of the aged, however, have
neither the monthly income nor the capi-
tal assets to withstand protracted economic
adversity. The aged who are disadvantaged
differ from the younger disadvantaged
mainly in the fact that their position is

relatively immune to change either through
prospective employment or otherwise.

Mr. ALLOTT. Mr. President, I sug-
gest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The legislative clerk proceeded to call

the roll.

Mr. MILLER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.
The PRESIDING OFFICER. Without

objection, it is so ordered.
Mr. MILLER. Mr. President, I send

to the desk an amendment and ask that
it be read.
The PRESIDING OFFICER. The

amendment will be stated.

The Chief Clerk. It is proposed to
strike out all in line 19, page 2, after
" (4) ," and all of lines 20, 21 and 22, and
insert in lieu thereof the following: "it
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is a duty of government to provide nec-
essary hospital and medical services for
those citizens, young and old alike, who
cannot otherwise obtain such services."

Mr. MILLER. Mr. President, a par-
liamentary inquiry.
The PRESIDING OFFICER. The

Senator from Iowa will state it.

Mr. MILLER. Do I correctly under-
stand that 30 minutes is allocated on
each side of the amendment?
The PRESIDING OFFICER. The

Senator is correct.

Mr. MILLER. I yield myself 30
minutes.
Mr. President, I ask unanimous con-

sent that 3 minutes from the oppos-
ing side be extended to the distinguished
Senator from Pennsylvania [Mr. Clark]
and that his remarks appear at this

point in the Record.
The PRESIDING OFFICER. Is there

objection?
Mr. HUMPHREY. Not at all; the time

is gladly yielded.

The PRESIDING OFFICER (Mr.
Metcalf in the chair). Is there ob-
jection? The Chair hears none; and
the Senator from Pennsylvania may
proceed.
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PUBLIC WELFARE AMENDMENTS OP
1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
The PRESIDING OFFICER (Mr. Met-

calf in the chair). The Senator from
Iowa is recognized for 28 minutes.
Mr. MILLER. Mr. President, I am

opposed to President Kennedy's medi-
care program, sometimes called the
King-Anderson bill, and now before us
substantially in the form of the Ander-
son-Javits amendment. My principal
objections are twofold, as follows:

First. The Anderson-Javits amend-
ment would provide benefits to anyone
over 65 years of age, regardless of his or
her financial need.

Second. The social security program
is proposed as the vehicle for financing

the program, notwithstanding the
serious financial situation the social

security program Is in today. I propose

to elaborate on these reasons in the

course of my remarks.

There are a good many misunderstand-
ings about President Kennedy's so-called

medicare program, now modified and
incorporated in the Anderson-Javits
amendment. One of these is that my
making payments into the social security

program during their working years, peo-

ple will be building up an insurance fund
out of which their medicare needs—hos-

pital and nursing-home care, as covered

by this amendment—can be met after

they reach age 65. But such is not the

case. In 1959, the Supreme Court of the

United States made this clear, in the

case of Fleming against Nestor, in the

following statement:
Persons gainfully employed, and those who

employ them, are taxed to permit the pay-
ment of benefits to the retired and disabled,

and their dependents. Plainly the expecta-

tion is that many members of the present
productive force will in turn become bene-
ficiaries, rather than supporters of trie pro-

gram. But each worker's benefits, though
flowing from the contributions he made to

the national economy while actively em-
ployed, are not dependent on the degree to

which he was called upon to support the
system by taxation.

Note the words "not dependent." So-
cial security benefits to those over 65 are

not met by payments made during their

working years, but are met by taxes paid
by current active workers. This is why
it is misleading to talk about this pro-

gram as health insurance. It is not in-

surance at all. If it were, the millions

of people now retired under the social

security program would not receive any
medicare benefits at all, because they
never paid anything into the social se-

curity program for them; and the mil-

lions who are in the middle age bracket
would receive only a fraction of the medi-
care benefits, because they would have
paid into the social security program
only a fraction of the tax^s needed to

meet the cost of the benefits. The value

of the benefits of those who have paid
nothing at all for them is estimated at

between $10 and $20 billion. The v^lue
of the benefits in excess of taxes that
will be paid in by the worker and his

employer, for all present active workers
is estimated at $15 to $40 billion. The
result is that the young people who will

be entering the labor force in the future
must make up between $25 and $60 bil-

lion of benefits which the recipients have
not paid for. This is not insurance at

all. It is a windfall that the present
generation is proposing to receive at the
expense of future generations.

The statement has been made that
this is desired by the younger genera-
tion in order that their older relatives

may have some medical benefits. I do
not question that statement insofar as
it applies to our older citizens who can-
not afford decent hospital, nursing
home, and even doctor's care. But I

certainly do question it as far as con-
cerns those who can afford these essen-
tials. I do not believe that our young

people want to be taxed to pay for bene-
fits for people who can afford them.
And I do not believe those who can af-
ford them are selfish enough to want a
free ride on the backs of their children
and our future generations.

I do not know how many of the some
15 million people 65 and over who would
become eligible for these medicare bene-
fits under this amendment can afford to

pay for them. Apparently, of the 12

million 65 and over under social security

now, some 1.2 million of them are ex-

cluded from benefits by reason of their

earned-income receipts. But there are
many, many others who are receiving
pensions, rental income, interest income,
and didivend income who could afford

these medicare benefits too. It is com-
mon knowledge that, to protect their

social security retirement pensions,

many older citizens convert their self-

employment income into nonworking in-

come of the kind I have referred to.

Others have built up substantial prop-
erty holdings as nest eggs to cover con-
tingencies such as prolonged illness and
catastrophic disease. Others have built

up accident and health insurance pro-
grams which, either in full or in part,

would take care of their hospital and
nursing home needs, as well as doctor
bills. It is grossly unfair to give these
people a windfall at the expense of

younger people, with families, who are
trying to make ends meet right now.
The inequities of the situation which
this amendment would create are aggra-
vated by the fact that these same peo-
ple can deduct for income tax purposes
the entire cost of their medical needs,
whereas those under 65 cannot do so.

In fact, I would estimate that most of

those under 65 never receive the bene-
fit of any medical expense for income
tax purposes, because the tax law is so

arranged that either they use an op-
tional standard deduction—in which
those with medical expenses are treated
the same as those without medical ex-
penses—or the arbitrary 3 percent of

their adjusted gross income exceeds
their medical expense so that no deduc-
tion at all is received.

Note also that while the medical ex-
penses of our older citizens are higher
than those of our younger people, these
younger people are beset by medical ex-
penses for their children, clothing and
education costs of their children, mort-
gage payments on their homes, costs of

home furnishings and appliances, and
automobiles. Many of these older citi-

zens have no automobiles—they are re-
tired and do not need one in connection
with their work—they own their own
homes, which have long since been fur-
nished, their families are raised and are
out on then- own. Their food and cloth-
ing costs are much less. I am not sug-
gesting that this is not as it should be.

After long years of hard work, this is a
financial situation which should only
naturally develop. What I am saying
is that, in this state of affairs, it is un-
fair to ask the future generations of

our Nation to pay for hospital and nurs-
ing home care for those older citizens

who can afford to do so, themselves.

Indeed, I would suggest that those older
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citizens who can afford to do so are
resentful of the appeal to selfishness
which this amendment contains.

The only way to cure this amendment
of this inequity is to modify it to provide
for exclusion of benefits of those who
can afford them, or for partial exclusion
of benefits of those who can afford some
of them. I suggested to the distin-

guished Senator from New Mexico [Mr.
Anderson] last week hi a colloquy that
one approach would be to take the in-
come-from-work test now used in scaling
down or eliminating social security pay-
ments. The defect here, however, would
be that people receiving income from
rentals, interest, or dividends would not
be excluded, and these people might
well be even better able to afford their
hospital and nursing home expenses
than some of those receiving income from
wages or self-employment. As I pointed
out in my colloquy with the distin-
guished Senator from Kentucky [Mr.
Morton] last Friday, income from long-
term capital gains which—to the extent
of 50 percent—is not recognized for in-
come tax purposes represents economic
income and should be reflected in de-
termining eligibility.

If it be suggested that all of this would
be administratively cumbersome, the an-
swer is that the States are doing this
right now in determining eligibility for
old age assistance and aid to dependent
children; and while it may be admin-
istratively cumbersome, it is necessary
to prevent taxation of people to pay ex-
penses of others who can afford to pay
for them—perhaps even better than those
who are being taxed.

My colloquy with the Senator from
New Mexico [Mr. Anderson] brought
out the point that, under the Anderson-
Javits amendment, the cost of cata-
strophic disease or illness of people
under 65 would not be covered. Accord-
ingly, I suggest that, from the stand-
point of the duty of government to pro-
vide for those citizens who cannot pro-
vide for themselves, this amendment is

gi'ossly deficient. In addition to the case
I referred to in the colloquy, let me give
the Senate some other cases. The first

three are hypothetical, but are based
upon facts of actual cases given to me by
a practicing physician. The fourth is

quoted from a recent article in Medical
Economics

:

Case No. 1, Mr. A., age 40. fell at work
7 years ago and severed his spinal cord, caus-
ing permanent total paralysis of both his
legs. For 2 months his Insurance company
assumed responsibility for his hospital bills.

After that, he paid his own way until he
had liquidated all his assets. He lost his
home, his car, and his savings. Having be-
come a pauper, he at last became eligible
for public welfare and has been on the wel-
fare rolls since. This injury has caused ex-
tensive hardships to the patient and his
entire family. His lot has recently been
somewhat improved, but only by his winning
a lawsuit which was drawn out over the years
and was in itself most unpleasant.
Comment: This man was working in a

State (not Massachusetts) which has grossly
inadequate liability laws for workingmen.
Another individual with a similiar injury,
but properly insured, has maintained his
home intact and since his injury has had
two sons graduate from college with honors.
Legislation providing coverage for all in-

dividuals struck with catastrophic illness
would prevent the hardship suffered by Mr.
A. and his family.

Case No. 2. Mr. B., age 45, worked 20 years
in a satisfactory manner for company X,
One year ago he had a heart attack. After
a 3-month convalescence, Mr. B. was ready
to return to light work. Company X, and
all others to which he has applied for work,
refuses to hire him unless the doctor will
certify he has returned to normal and is

physically capable of doing any Job in the
plant. Since this cannot be done, Mr. B. is

being denied his rightful employment and is

being forced to do either menial odd jobs
about the town or accept charity. The
reasons company X will not hire him in-
volve seniority rules and bumping rights
written into their contract with the lpcal
union, and unrealistic State liability laws
regarding heart disease and symptoms re-

lated to it which appear on the job.

Comment: Legislation aimed at making
a place in industry for partially disabled
men is sadly needed. Many companies would
hire such people if they could control what
type of work they did, and if liability laws
were made more realistic.

Under the Anderson-Javits amend-
ments, this person would be left out in

the cold.

Case No. 3. Mr. C, age 32, was a partner
in a small contracting business. His job was
to operate and maintain the heavy ma-
chinery. This required extreme physical
exertion, long hours, and exposure to the
elements. Three years ago he developed
acute Bright's disease (kidney trouble) and
almost died. Convalescence was slow and
painful. As time went by, it became ap-
parent that he could not resume his previ-

ous occupation, and he was advised to learn
a new trade. He applied to the State reha-
bilitation commission for help. For several
months he went to interviews, filled out
forms, and watched the bureaucrats shuffle

papers. Then his wife went to work, friends
loaned him money, and he went to a school
for laboratory technicians for 1 year. On
graduation he applied for and obtained a
job as part of a research team in one of our
finest hospitals. The rehabilitation commis-
sion did nothing.
Comment: Our Federal Legislature could

set up a true rehabilitation (retraining)
program available to anyone disabled by ill-

ness. It would be much more economical to

get these people back to work than to pass
out pensions, which is all our rehabilitation
commission ever seems to do. The Federal
Government has demonstrated what a great

job it can do with the VA rehabilitation
program.

I point out that under the Anderson-
Javits amendments Mr. C would be left

out in the cold.

Case No. 4. L. D. was a 37-year-old ma-
chinist living in Milwaukee, married, with
two children. In 1956, he was crossing a

street one evening on the way home from
work when a car struck him and broke his

hip. The driver was at fault but had
minimal insurance and too few assets to be
worth suing.

L. D.'s fractured hip became infected
(osteomyelitis). He spent the next 3 years
in a plaster cast from chest to toes, and at
this writing has had more than 20 opera-
tions. He'll never walk again; he'll be in
pain for much of the rest of his life; he'll

need further operations approximately once
a year.

L. D.'s tragedy isn't only medical, but fi-

nancial. His bills are astronomical; so far
he owes the hospital alone more than
$25,000. His savings have vanished. His
health insurance, as always in such cases,
was a cruel disappointment. His earnings
have stopped for good; and he worries day
and night.

Comment: This Is a case where the Federal
Government could return this man to soci-
ety at the same economic level he had
reached prior to his horrible injury, If they
would back everyone, regardless of age, color,
etc., who Is struck down by catastrophic
illness.

The Anderson-Javits amendments
would leave this individual out in the
cold.

All of these cases are those of young
people. All of them are what one might
call catastrophic situations. All of them
should be covered by the Government, at
least after the point is reached that the
people involved cannot afford to pay for
their medical and hospital bills. How-
ever, the Anderson-Javits amendments
would not take care of them at all.

Another unfairness which the amend-
ments would perpetrate is that by cov-
ering everyone over 65, regardless of his
financial need, the benefits going to
those who are in need would inevi-
tably be reduced. In fact, this is one
reason why the benefits provided by the
amendments are inadequate to take care
of a catastrophic situation. If adequate
coverage is to be extended, then the cost
of the entire program will have to be
greatly increased—if everyone is going
to be covered. By limiting coverage to
those who are in need, we would not
face such a dilemma. Costs would be
kept down, and the benefit coverage
would be kept high. Indeed, I believe
I speak for a great many people when
I say that I am more concerned about
coverage for people such as those re-
ferred to in the foregoing examples
that I am about coverage for someone
who happens to be over 65 years of age
and who has the wherewithal to meet
the costs of his medical and hospital
care.

One of the most controversial fea-
tures of the Kennedy medicare program,
as reflected in the pending amendments,
is that it is proposed to finance it by
payments into the social security sys-
tem. Millions of people are now work-
ing under social security and are (be-
tween themselves and their employers )

,

making payments for what they hope
will be a reasonable pension during their
retirement years. Unfortunately, the
purchasing power of these social secu-
rity pensions has been steadily eroded
by inflation. And so. Congress has peri-
odically increased the amount of the
pensions in order to preserve the pur-
chasing power of the pensioners. The
social security taxes have not been in-
creased proportionately however. The
increase in taxes has largely been sched-
uled to meet the increased numbers of
people coming into retirement status.
Accordingly, more and more of the bur-
den of paying for these unfunded social
security benefits has been shifted to fu-
ture generations.

In the June 29, 1961, issue of the Wall
Street Journal, an article by Mr. Ray M.
Petersen, vice president of the Equitable
Life Assurance Society, points out that
if social security taxes had ceased in
1950, the trust fund would have covered
113 percent of the benefits promised for
the future for those then in receipt of
payments; but if taxes should cease in
1965, only 20 percent of the benefits for
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those then on the rolls would be covered,

with no provision at all for those not
retired. Such a state of affairs would
not exist if social security taxes had been
increased in the amount needed to pay
for increased benefits and for the broad-
er coverage of workers. But they were
not increased. The decision was made
by Congress to shift the burden on to

our future generations—the same ones,

I might add, to whom is being passed
a national debt of over $300 billion.

This was, perhaps, the easy way out for

Congress and those now covered by so-

cial security. It would have been fairer

either to have increased the social se-

curity taxes or to have appropriated the
difference needed out of the general fund
into which taxes paid by everyone are
funneled. We are running into a simi-

lar problem now with respect to the re-

tirement of our Federal civil service em-
ployees. In the July 2 issue of the Wash-
ington Evening Star, a timely article

by Joseph Young, staff writer for the
Star, calls attenfion to the present un-
funded liability of the civil service re-
tirement fund of $32 billion and to warn-
ings by CSC officials that the fund will

go bankrupt by 1980 if additional means
of financing it are not secured. Mr.
Young reports that a considerable num-
ber of Members of Congress believe the
situation poses a greater threat to the
civil service retirement system than any
plan to coordinate the retirement system
with social security as the administra-
tion is expected to advocate next year.
Such a solution, of course, would merely
shift the burden on to future generations.
A fairer way of handling it would be to

increase the amounts contributed by
Civil Service Commission employees to
the retirement fund, or to make appro-
priations from the general fund to make
up the deficit, which is what we are
doing today.

However, Mr. Young says that if the
civil service retirement fund's liability

increases to a point where the Govern-
ment would have to begin to pour bil-

lions of dollars into the fund each year
in order for it to meet its obligations,

the Congress might then very well be in

a mood to reduce civil service retirement
benefits, merge it with the social security
system or abandon it entirely. In the
face of this financial mess of our civil

service retirement system, it is now re-
ported that the Senate Civil Service
Subcommittee will approve a bill giving
retired Federal workers and their surviv-
ors an immediate 10-percent increase in
annuities. We will trust that the sub-
committee comes up with the solution of
not only how to finance this increase
but how to clean up the financial mess
which the increase will worsen.

Anyone can see that if the benefits
are increased, someone is going to have
to pay the freight. It probably will not
come from increases in the contributions
made to the retirement system, because
that would be unpopular. It probably
will not come from appropriations from
the general fund, because the budget is

already badly unbalanced, and the fu-
ture is as bad as the present.

The quick, easy answer is to pass the
whole load on to the backs of future
generations by integrating the system
with the social security system. That is

why, no doubt, the administration is re-
ported as planning to take this action.

I call attention to the plight of our
civil service retirement system as a par-
allel to the plight of our social security

system. The trust fund is practically

used up. As graphically pointed out in

an excellent article in the July 2 issue

of U.S. News & World Report, entitled

"The Untold Story of Your Social Se-
curity," there is now some $22 billion

on hand in the social security trust fund.
The value of future contributions to be
made by workers now covered by social

security and their employers is some $282
billion. Thus, between the balance in

the trust fund and the amounts present
workers will pay in, we have a total of

$304 billion to fund the benefits which
are to be paid to those now retired and
those now working when they retire.

The pension money required for this

purpose, however, is estimated to amount
to $624 billion, leaving a "gap," as the
article puts it, of $320 billion—a defi-

ciency to be made up by taxes to be
paid by future generations of workers
and employers. This is a most serious
situation. It is a most unfair heritage
to pass on to our future generations, and
let it be made clear that this $320 bil-

lion deficiency is in addition to the $300
billion plus national debt which is also
being passed on to the future genera-
tions.

The PRESIDING OFFICER. The
time of the Senator has expired.
Mr. MILLER. Mr. President, I with-

draw my amendment. I send to the desk
an amendment and ask that it be stated.
The PRESIDING OFFICER. The

amendment of the Senator from Iowa
will be stated.
The Legislative Clerk. The Senator

from Iowa [Mr. Miller] proposes an
amendment to the Anderson amend-
ments on page 2, line 13, to strike out
the word "most" and insert in lieu there-
of the word "some."
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment of the Senator from Iowa.
Mr. MILLER. Mr. President, as if

that is not enough, it is now reported
that the administration is thinking about
coordinating the civil service retirement
system with the social security system,
thus letting the social security system
absorb the serious deficit of $32 billion

in the civil service retirement fund. That
would add up to a $352 billion social se-
curity debt being passed on to future
generations.

Now the Anderson-Javits amendment
comes along, proposing to pile another
$25 to $60 billion on top x>f that. This
is nothing less than selfishness—a free
ride for people who are unwilling to pay
the cost of their own program and who
desire to let the future generations of the
United States pay for it.

I ask unanimous consent that the U.S.
News & World Report article to which I

have referred be printed in the Record

at this point in my remarks, along with
the examples set forth on page 47 and
the table set forth on page 48 of the
article.

There being no objection, the article

was ordered to be printed in the Record,
as follows:

The Untold Story op Your Social Security

Check your own social security, and you'll
probably find you are getting a bargain.
Check your grandson's, and It's a different
story. Reason : Pensions for this generation
must be paid, In large part, by future gen-
erations.
To answer questions now being raised:
This is to be the untold story of your social

security. It concerns the pension to which
you are entitled in retirement, or if disabled,
and to payments to your survivors in event
of death.

Social security is a vast system. Old-age
and survivors insurance alone in this year
will Involve benefit payments of more than
$13.2 billion. And the total is to grow stead-
ily over the years ahead.
In 4 of the last 5 years, payments to

persons drawing benefits have been exceed-
ing income from payroll taxes. Some alarm
has been expressed about this deficit between
outgo from the social security reserve fund
and income into the fund.

That, however, is not the story to be told.

Payroll taxes rose on January 1. They
go up again on next January 1. Money flow-
ing into the reserve fund, as a result, once
again will begin to total more than money
flowing out. Pears about the safety of the
fund will subside.

A fact—and questions: A hard and little-

understood fact, however, will remain to raise

questions.
The fact is this: Benefits promised to peo-

ple now covered by old-age and survivors in-

surance total an estimated $624 billion. Re-
serves now on hand total around 22 billion.

Taxes to be paid by people now covered by
social security to support pensions are to be
an estimated $282 billion.

That leaves $320 billion in benefits to
present policyholders to be paid by some-
one else. Who will that be?
The answer, in simple terms, is that this

deficit, If it is to be paid, will have to be
paid by future workers at tax rates now in

the law. Otherwise, persons now in the pen-
sion system would have to pay sharply higher
taxes.
Pension bargains for people of the present

are to become pension burdens for workers
of the future.
These workers of the future will pay sub-

stantially higher taxes on their earnings

—

taxes earmarked for social security. They
will work over a longer span of life, paying
higher taxes all the way, in order that the
68 million others now covered by social se-

curity can enjoy pensions and other promised
benefits.

ONE MORE WINDFALL?

It now is proposed that hospital insurance
for retired persons be added to the social

security system. Once again, if this type of

insurance is added, older people will get a
bargain. Those retired when the plan would
take effect would become entitled, at no cost,

to hospital and nursing care valued at thou-
sands of dollars.

Here would be a windfall for persons now
retired and those who will retire in years
shortly after the plan takes effect.

The tab for the cost would be picked up

—

as it is being picked up for old-age and sur-
vivors insurance—by employers and by those
who go on working. In the end the cost

would fall on employers and on generations
not yet working.
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In a word: social security programs, to
date, represent a gigantic bargain for persons
retired, soon to be retired, or fairly well along
in years.

For relatively small payments these people
are assured of an income on retirement.
Men are assured that, when they die, their

wives will go on getting an income. There
is further assurance that minor children will

get checks in event of the man's death. A
binding promise is made of a monthly check
In event of total disability.

Once the hospital-care program is in the
law, pressure will grow to cover hospital costs

for all persons covered by social security,

whether working or retired. The final step
might possibly be to cover doctor bills as

well.

IDEA: 3AY LATER

In each case, planning rests on the idea
that future generations will get and pay
much of the bill for those who are getting,

or stand to get, the bargains. of the present.
All of this is part of the strong trend

toward special advantages for older people
at the expense of the Nation's younger people.
Young people with children to educate,

with a house to furnish and pay for, with
saving to do if there is to be any venturing,
with insurance payments to make, get few
favors. Payroll taxes, increased eight times
in the past 13 years, will be increased three
more times for old-age and survivors insur-
ance. Hospital insurance would mean an-
other tax. Then, at some point, there will

be unpaid bills from social security promises
to meet.
Old people, all of the time, are getting

more and more advantages. People age 65
and older get a double exemption on per-
sonal income tax. If retired, they get a
special retirement credit against income tax.
The social security pension—for which they
paid little—bears nc tax. All their bills for
medical and hospital care are deductible for
income tax purposes.

All of this raises the question whether
young people with more votes than old peo-
ple will go on giving the breaks to the
elderly.

FOR young: alternatives

Two courses would be open to them if

ever they wanted to get out from under
what is to be a growing burden.

1. Inflation of prices can be accepted while
a determined effort is made to keep individ-
ual pension benefits from rising. In this
way, inflation could be used to reduce the
pension burden, since pensions would repre-
sent a smaller part of an inflated national
income.

2. Taxes could be used to take away some
of the advantages enjoyed by retired per-
sons. One tax reform now under study
calls for taxation of social security income.
There is some pressure to end many other
special deductions extended to older people.

However, experience in the United States
and Europe indicates that old people will

go on getting their bargains and young
p:ople will continue to bear their rising
burdens. In Europe there is a strong trend
toward shifting to employers a larger, and
larger part of the social security burden.
The generous attitude of young people is

attributed to two factors.

One of these factors is the realization that
sometime they, too, will be old and will want
some favors.

The other factor is that the young people
see social security as a means of spreading
the risk that comes from being forced at
some point, for most, to care for their own
parents.

AS IT'S DONE ABROAD

To fill out the untold story of social secu-
rity, U.S. News & World Report asked its

staff members in Europe to explain how
those countries—with long experience—have
met the rising burden of welfare programs:
West Germany : The idea of national pen- •

sion plans got its start in Germany. Two
world wars, ending in two defeats and
destruction of currency, destroyed the pen-
sion systems. Tet each time these systems
have come back stronger than ever.

To finance old-age pensions, employers and
employees each contribute 7 percent of the
gross wage. For health insurance they each
contribute an added 4.8 percent. An added
0.7 percent goes for sick pay, special leaves,
family allowances. On top of it all, em-
ployers contribute an average of 16 percent
for other fringe benefits. Payroll additions
for social security amount, overall, to ap-
proximately 45 percent.

Benefit payments in recent years have been
adjusted to compensate for price rises.

Young people do not appear to object to
the burden they carry.

Great Britain: Welfare costs now account
for more than a third of all Government
spending. Workers covered by welfare pro-
grams and their employers pay special taxes
that pay less than half of welfare costs. In
the case of health insurance, $3 out of every
$4 come from general taxes.

Government subsidizes the whole welfare
program, and political pressure is constant-
ly on the side of larger benefits. There is

pressure to cut down defense spending so
welfare can expand.

Sweden: A 6-percent sales tax was intro-
duced in Sweden 2 years ago to help meet
the skyrocketing costs of welfare. Social
security benefits now account for 15 percent
of national income, compared with 7 per-
cent before World War II.

In 1960, government, central, and local,

carried 69 percent of welfare expenses, work-
ers 20 percent and employers 11 percent.
Now the pressure is to increase the employ-
ers' burden.

France: Social welfare in France extends
from maternity grants, family allowances,
rent allowances and hospitalization to old-
age pensions and death benefits. The ex-
pense falls mainly on employers, who pay
about 30 percent on their payrolls. The
employee contributes about 6 percent on
maximum pay of $1,920 a year.

Italy : Social security in Italy includes
old-age pensions, unemployment insurance,
health insurance, maternity benefits, fam-
ily allowances and some subsidized housing.
The Government contributes 25 percent to
the retirement pension fund.

Employers' contributions amount to a tax
of about 50 percent of payrolls. Workers
contribute approximately 11 percent of their
earnings.

In Western Europe as a whole, social se-
curity benefits now approximate 15 percent
of national incomes. The range, according
to official figures, is 12.6 percent in the
Netherlands to 16.4 percent in France.

The trend in Europe is toward more and
more social services, with heavier and heavier
taxes on employers, plus larger contribu-
tions by the Government out of general rev-

enues. This suggests that, in the United
States, as the years go on, the Govern-
ment, too, will be called upon to support
the pension fund in addition to the pay-
roll taxes that now are scheduled.

Social security taxes and how they grow

Rate paid by worker,
matched by employer

Maxi-

paid by
worker
matched

plover

1937-49 1 percent on 1st $3,000 of pay_ $30. 00
1950 lj^ percent on 1st $3 000 of 45. 00

pay.
1951-53 1]^ percent on 1st $3,600 of 54. 00

pay.
1954 2 percent on 1st $3,600 of pay. 72. 00
1955-56 2 percent on 1st $4,200 of pay. 84. 00
1957-58_ 2M percent on 1st $4,200 of 94. 50

pay.
1959. V/i percent on 1st $4,800 of 120.00

pay.
1960-61 3 percent on 1st $4,800 of pay_ 144.00
1962 3% percent on 1st $4,800 of 150.00

pay.
1963-65 V/% percent on 1st $4,800 of 174.00

pay.
1966-67_ i'A percent on 1st $4,800 of 198.00

pay.
1968 and after. 1% percent on 1st $4,800 of 222.00

pay.

ANOTHER INCREASE COMING?
To provide for hospitalization and nursing

home care for the aged, President Kennedy
now urges an extra one-quarter of 1 per-
cent In the payroll tax. The tax base would
rise from $4,800 to $5,200. The maximum
tax then would be raised to $201.50 next
January 1, and go on up to $253.50 by 1968.
Note.—The social security tax on self-

employed persons, first covered in 1951, is

iy2 times the tax on employees.

Is Your Social Security a Bargain?—Here
Are Some Examples

Example A: A worker who retired in 1940
at age 65. Wife the same age. Before re-

tirement, worker and employer had paid
social security taxes for 3 years. Total tax,

worker and employer combined : $180. Since
retirement, this man and his wife have been
drawing benefits for 22% years. Total bene-
fits to date: $24,973.
Example B: A worker who retired last

January 1 after paying the maximum social

security tax since 1937. Total tax paid by
worker and employer: $2,868. Add interest
at 3 percent, and this contribution to the
pension fund becomes $3,714. Pension from
now on will be $121 a month for the worker,
plus $60.50 for his wife if she also is 65 years
old. If both live out their normal life ex-
pectancy, then total benefits for man arid

wife: $32,074.

Example C: College graduate starts work-
ing in 1962, pays maximum social security
tax until retirement in the year 2005. Total
tax paid by worker and employer: $18,564.

Add interest at 3 percent, and this contribu-
tion to the pension fund becomes $36,226.

Pension for man and wife, after retirement,
will be at a rate of $190 a month. Total
benefits, normal life: $33,664.

Example D: Young man gets a job in 1968
pays the maximum tax from then until re-

tiremen in the year 2011. Total tax, worker
and employer: $19,092. With interest at 3
percent, this is worth $37,954. Assume this

man is a widower, with no dependents. He
lives 2 years after retirement, and dies at

age 67. Total benefits, 2 years: $3,048.

Mr. MILLER. Mr. President, the back-
up figures or computations which sup-
port the conclusions set forth in the
article I have asked to have printed were
prepared by Mr. Robert J. Myers, Chief
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Actuary of the Social Security Adminis-
tration. They are set forth in a table

showing the results of liberalizing

amendments of 1958, 1960, and 1961

which I ask unanimous consent to have
printed in the Record at this point in my
remarks.
There being no objection, the table

was ordered to be printed in the Record,
as follows:

Balance sheet cost analyses of OASDI system,

1958, 1960, and 1962 intermediate cost esti-

mates at 3 percent interest

PRESENT VALUE OF TAXABLE PAYROLLS

[In billions]

Per capita deficit for present members, 1958,

I960, and 1962 intermediate cost estimates
at 3-percent interest

NUMBER OP PRESENT MEMBERS 1

[In millions]

EMPLOYERS AND EMPLOYEES
[Percent]

Item
Jan. 1,

1958
1956 act

Jan. 1,

1958
1958 act

Jan. 1,

1960
i960 act

Jan. 1,

1962
1961 act

Present members. ...

New entrants..

Total coverage .

$2, 876
6,795

$3, 038
7,202

$3,204
7,583

$3,279
7,747

9,671 10,240 10, 787 11, 026

PRESENT VALUE OP BENEFITS AND ADMINISTRA-
TIVE EXPENSES

Present members
New entrants

Total coverage

$486
335

$543
377

$587
404

$625
431

821 920 991 1, 056

PRESENT VALUE OF SCHEDULED CONTRIBUTIONS

Present members
New entrants

Total coverage

$194
563

$231
641

$254
682

$282
719

757 872 936 1,001

Item
Jan. 1,

1958,

1956 act

Jan. 1,

1958,

1958 act

Jan. 1,

1960,

1960 act

Jan. 1,

1962,

1961 act

Active workers
Eetired workers

Total..

56.7
6.3

56.7
6.3

58.4
7.9

'59.0
a 9.6

63.0 63.0 66.3 68.6

DEFICIT FOR PRESENT MEMBERS
[In billions]

$269 $289 $311 $321

PER CAPITA DEFICIT FOR PRESENT MEMBERS

$4,270 $4,587 $4, 691 $4, 679

1 Active workers taken as average of calendar year
average figures for current and previous year (coverage
in effect). Eetired workers are primary beneficiaries in

current payment status as of date given. Although sur-

vivor beneficiaries are not included in the count of

"present members," all dollar figures include liabilities

for survivor benefits.
' Average for March, June, and September 1961 (cov-

erage in effect).
3 Estimated, using 9.4 million actual as of end of Octo-

ber 1961, plus assured 100,000 monthly incroase.

Deficit for present members as percentage of
current taxable payroll, 19§8, 1960, and
1962 intermediate cost estimates at 3-per-
cent interest

CURRENT TAXABLE PAYROLL 1

[In billions]

EXISTING FUND
Jan. 1, Jan. 1,

1958,

1958 act

Jan. 1,

1960,

1960 act

Jan. 1,

1962,
1961 actPresent members $23 $23 $22

1958,

$22 1956 act

Total coverage $181 $202 $21423 23 22 22 $181

ACTUARIAL BALANCE, SURPLUS < + ) OR
DEFICIT (—

»

DEFICIT FOR PRESENT MEMBERS
[In billions]

Present members -$269 -$289 -$311 -$321
New entrants +228 +264 +278 +288

Total coverage -41 -25 -33 -33

Note.—Present members are all living persons (in-

cluding beneficiaries) who have earnings credits, as of

the given date. New entrants include those participat-
ing in the system at any time after tho given date who
had no earnings credits before that date.

Mr. MILLER. An additional table
prepared by Mr. Myers discloses that the
per capita deficit for present members of

the social security program is $4,679.
This means that, on the average, every-
one in the social security program to-

day—both retired and working mem-
bers—is passing on to our future gener-
ations a debt amounting to $4,679.

I ask unanimous consent that this
table be printed in the Record at this
point in my remarks, along with a final

table showing the deficit for present
members as a percentage of current tax-
able payroll, also prepared by Mr. Myers.
There being no objection, the tables

were ordered to be printed In the Record,
as follows:

$269 $289 $311 $321

DEFICIT AS PERCENTAGE OF
PAYROLL

[Percent]

CURRENT TAXABLE

149 160 154 150

1 Taxable payroll for previous calendar year, e.g.

calendar year 1961 for valuation of Jan. 1, 1962.

Mr. MILLER. The proponents of the
Anderson-Javits amendment make con-
siderable point over the fact that the
social security tax would be increased
only one-fourth of 1 percent for em-
ployees and one-fourth of 1 percent for
employers in order to finance the pro-
gram. I ask unanimous consent that
a table showing the social security tax
rate for 1962 and future years, both as
now constituted and as it would be if

this program were adopted, be printed
in the Record at this point in my re-
marks.

There being no objection, the table
was ordered to be printed in the Record,
as follows:

Years Now Bill

1962 3 3
1963-65

4
3H
4H
i%

1966-68 _

Thereafter

SELF-EMPLOYED

1962 m
1963-65- __

6
554

1966-68. 6%mThereafter. 6%

Mr. MILLER. It would be far more
fair to our future generations if this

proposed modest increase were greater,

so that the program would be on a pay-
as-you-go basis instead of $25 to $60
billion unfunded. If I understand this

argument of the proponents, we might
as well ask for an increase of one-eighth
of 1 percent instead of one-fourth of 1

percent in social security tax. "This
would make it easier for the present gen-
erations and who cares about how much
more of a load will be placed on our
future generations" is what their argu-
ment comes down to.

However, let us not be so naive as to
think that this is where the social se-
curity tax increase will stop. We know
from the history of the social security
program that the trend is to bring more
people into the program and to increase
the benefits. When this is done, either
the tax must be increased or the burden
on future generations will be just that
much greater. Social security taxes
have been moving steadily upwards—al-

though not enough to prevent the load on
future generations from being increased
even more. This program is not going
to be able to satisfy the needs of people
who are met with catastrophic illness or
disease, or who have large doctor bills,

and who do not have the wherewithal to

pay for them. As times goes on, these
areas of need will be covered, and this

will mean a further boost in the social

security tax—unless benefits to those who
do have the wherewithal to pay for their
medicare costs are dropped from cover-
age.
Mr. Wilbur J. Cohen, Assistant Secre-

tary of the Department of Health, Edu-
cation, and Welfare testified that over
the next 10 years, the earnings base for
social security taxes might well go from
$5,200, as proposed in the amendment, to

$9,000. If this were to happen, we might
just as well tack the social security tax
on as an addition to the individual in-
come tax instead of having separate
taxes. The rate is likely to go up too.

If all people, young and old alike, were
covered under a program of hospital and
medical care, the rate would be at least

10 percent on employer and employee
alike; and let me make it clear that such
a rate is a flat rate applied against gross
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Table 4.

—

State property-income eligibility requirements for medical assistance recipients
under Kerr-Mills provisions as of Feb. 7, 1962

Legend: S=single person; M=married couple; E=exemp.

State

Alabama..

Arkansas 1

California

Connecticut 3 __.

Hawaii
Illinois

Kentucky

Louisiana

Maine

lUaryland

Massachusetts.

.

Michigan __

New Hampshire

New York

North Dakota.

.

Oklahoma w

Oregon..

Pennsylvania. ..

South Carolina..

Tennessee

Utah

Washington

West Virginia...

Heal property

Home Except
home

E

$7, 500

$5,000

E
14,000
Yes

E

$1,000

Personal
property

* E

E

E
E

8,000

E

is E

E

« 10, 000

Ml, 300
300
Yes

E
1,000

'5,000
S500
M800

$2,500

1,200
-S$900

—

Cash
reserve,
liquid
assets,

etc.

S$300
M600

E

E

4,000

Yes

s E
(')

» SI, 000
« Ml, 500

Surrender
value
of life

insurance

1,000

1,500

> SI, 500
M2, 400

E

10,000

15 E I
n E

$4,000-

/ "1,500
I *2,500

-$2,500-

ML300
Yes
Yes

S$750
Ml, 000

SI, 000
Ml, 500

S500
M800

. $2, 500
S2.000
M3.000
SI, 500
M2.000

S500
M800

SI, 050 |\

Ml, 550 1/

Yes
$1,000

SI, 500
M2,O00

S500
M800

500

S700 I

Ml, 000
|

SI, 600
M2.000

« 1,000
'2 2,000

S500
M800

SI, 000 -

Ml, 500

u 1,000
"2,000

(15)

I

(15)

SI, 000
M2.000

I

SI, 000
Ml, 500

(IS)

Monthly income
limit

Single Married

$100

100

m.

129

Yes
150

100

«250
"125

125

95

150

125

100

150

100

125

125

125

83

83

110

(15)

125

$150

125

183

Yes
200

«325
« 175

175

130

225

166

W0

217

150

166

166

200

IfO

125

170

(16)

250

Residence required: 3 out of last 5 years. A 11 other States have no durational requirement.
1 Not to exceed medical, personal, and home and certain debt costs.
1 Program to begin Apr. 15, 1962.

Reasonable amount exempt.
1 Income producing.
> Maximum allowable for hospitalization benefit.
' Automobile exempt.
; Maximum allowable for physicians' services.
' Plus furnishings.
Plus certain other agricultural/domestic exemptions.

1 Tools of trade.
1 Face value.
3 Liens executed after death of recipient.
1 Or equity of $4,000.
6 Excess considered as available to meet medical expenses.

salaries and wages—not against net in-

come, as is the case with the income tax.

Some opponents of the Anderson-
Javits program have insisted that the
Kerr-Mills Act should be given, a rea-
sonable opportunity to work, and that
if this is done, the need for coverage
will be met—at least for catastrophic
disease and illness cases. I would hope
that implementation of the Kerr-Mills
Act by the States to the point of giving

it a full opportunity to become effective

would rapidly take place. Doubtless it

is imperfect in some respects, but a rea-

sonable trial period will isolate these

imperfections and enable the Congress
to make a sound determination of what
is required. Enacting legislation at this

time is legislating in the dark, if we used
no more than the factual data available

to us in connection with the Anderson-
Javits amendments.
One of the features of the Kerr-Mills

Act is that it permits benefits only on
the basis of need. However, one of the

defects at the same time is the wide
variance in need among the definitions

of the various States.

In more than half of the 24 States

which have so far passed enabling leg-

islation or appropriations, or both, to

implement the Kerr-Mills Act, the value

of the home occupied by an applicant is

disregarded. The range extends from
Hawaii, with a limit of $14,000, to Ar-
kansas, which specifies $7,500. In many
States some valuations are exempt from
need considerations. Differences exist

in the amount of personal property al-

lowable and that permitted to be used
for business or income- producing pur-
poses.
A single person may retain a cash

reserve of $300 to $2,000, depending on
his residence. A married couple may
retain a cash reserve of from $600 to

$3,000, depending on residence.

The face or surrender value of health
insurance policies is exempt in a few
States. A reasonable amount is exempt
in another. Up to $1,500 may be retained
by a single person, and $2,000 by a mar-
ried couple in other States.

Monthly incomes allowable—in some
cases the annual allowance has been di-

vided by 12 to compute this figure—range
from $83 to $250 for a single person, and
from $125 to $325 for a couple. Limits
differ in one State, Louisiana, depending
upon whether hospital or physician serv-
ices are required. In a few States the
applicant's total resources are evaluated
without regard to individual limits, and
then compared with maintenance levels

established by the State welfare depart-
ment, to determine eligibility.

In a pamphlet entitled "State Finances
and Medical Care Programs for the
Aged," prepared for the 20th annual
meeting of the National Taxpayers' Con-
ference and Tax Foundation Conference
on Federal Affairs, held in Washington,
D.C., from February 3 to 7 of this year,
at page 9, there apears a table showing
State property-income eligibility re-
quirements for medical assistance re-
cipients under the Kerr-Mills provisions.

I ask unanimous consent that the table
may appear at this point in the Record.

There being no objection, the table
was ordered to be printed in the Record,
as follows

:

Note.— Data for Idaho not available.

Mr. MILLER. The point to be drawn
from this table is that one of the defects
under the Kerr-Mills Act is the wide
variance between various States in the
definition of "need." That does not
mean that the Kerr-Mills Act could not
be improved; nor does it mean that the
Anderson-Javits amendment could not
be improved, by cranking in a need fac-
tor along the lines of the colloquy which
I had with the Senator from New
Mexico [Mr. Anderson] last week.
A great many people have been fear-

ful that implementation of the amend-
ment would result in a medical system
or a Government health program in the
United States which would be not unlike
the one in Great Britain—not neces-
sarily overnight, but over a period of

time; in other words, that sooner or
later we would get into a system such
as the British people have been suffering
under for the last several years.

Dr. John R. Seale, a member of the
medical profession of Great Britain,
made an address before the House of
Delegates of the California Medical As-
sociation in San Francisco on April 24
of this year, in which he discussed the
operations and the defects, as well as
some of the benefits, of the British Na-
tional Health Service.

Mr. President, I ask unanimous con-
sent to have printed in the Record at

this point the address delivered by Dr.

John R. Seale.

There being no objection, the address
was ordered to be printed in the Record,
as follows

:

The British National Health Service—
The Winds of Change
(By John R. Seale, M.D.)

My purpose in visiting with you is to

clarify the current debate on the part Gov-
ernment should play in the control and
finance of medical care in a democracy. This
is merely an extension of what I am trying
to do in my own country. There is no place

for an Englishman to tell American citizens

what they should or should not do—not
since the Boston Tea Party—but I may be
able to illuminate some of the issues in-

volved. This is my third visit to the United
States, and as I lived near Boston for a whole
year when I was at Harvard in 1958, I have
for long taken a particular interest in events
in your country.

There is a book on the British National
Health Service which is to be published in

London at the end of April by one of our Con-
servative Members of Parliament who is also

a physician. He states, in passing, that the
medical system in the United States is by no
means perfect—in no country is it perfect

—

but he goes on, "If my history of the British

National Health Service can help the Ameri-
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cans to avoid some of the pitfalls into which
we in Britain have so clearly fallen, then my
efforts in the writing of this book will have
been worth while." If my talk to you has

the same effect then it also will have been
worth while.
The organization sponsoring my visit to

your country is the American Medical As-

sociation. I am myself a member (though,

of course, not a representative) of the British

Medical Association, and as I am a physician

it is appropriate that my talk should be

sponsored by an association of physicians. I

have no particular interest in, or knowledge
of, the details of the present proposals for

financing medical care for the aged in the

United States, which represents a domestic
political issue which as an Englishman is no
concern of mine. On more general issues,

however, I believe that my views coincide

with most of the American medical profes-

sion, and also with most doctors in other na-

tions of the Western World.
I have been witnessing for several years

what I believe to be the progressive destruc-

tion of the excellence of the medical profes-

sion in Britain as a result of excessive con-
trol of the profession by the state, and it

would appear that the British experience is

revelant to other countries. I have no doubt
that in the long run not only does the medi-
cal profession suffer from total nationaliza-

tion of medical care, but the people them-
selves suffer also.

The AMA has often used events in the
British Health Service as propaganda against

Government intervention in medical care.

In doing so it has nearly always painted a

uniformly black picture which being both
inaccurate and lacking in analytical pro-
fundity has in my opinion weakened its

case in the United States and has caused
much offense in Britain. I hope that I shall

be able to show from a review of trends in

Britain that although the state has a part
to play in medical care the extent of its

intervention should be strictly limited.

Before turning to the British National
Health Service I wish to draw your atten-
tion to the fundamental difference between
the National Health Service, as I shall call

it, and the medical care provided by it.

The failure to draw this distinction has
caused endless confusion in discussion about
the National Health Service on both sides of
the Atlantic. The National Health Service
is an organization for financing, administer-
ing and distributing medical care. It is not
the medical care itself.

Let me illustrate. When I was a senior
resident in internal medicine at St. Mary's
Hospital in London an American was ad-
mitted to the ward suffering from a coronary
thrombosis. He was particularly impressed
with the excellence of the nursing care he
received, which is considerably better than
that usually available in American hospi-
tals. He assumed, incorrectly, that this ex-
cellence was evidence of how good the Na-
tional Health Service was. He did not know
that the high quality of the British nursing
profession had been built up from almost
nothing in the 100 years that followed the
pioneering efforts of Florence Nightingale,
and the National Health Service took over
this profession with its high standards and
ideals—it > did not create it. The National
Health Service is not the nursing profession,
it is not the doctors, it is not even the hos-
pitals, nearly all of which were built long
before it was thought of. It is only a finan-
cial and administrative organization, al-
though the structure of the organization
does, in the long run, affect the quality of
medical care provided by it.

You will find that I am highly critical of
the national health service because, in my
view, it is damaging the health professions
and the quality of medical care available to
the people of Britain. Doubtless many of
you will have heard, quite correctly, of the

excellent care received by many people under
the national health service, but before you
assume that my analysis is inaccurate, once
again let me remind you that this excellence
which does exist may do so in spite of, and
not because of, the national health service.

Medical care of all forms is provided in
Britain through the health service which is

operated by the state and was created in
1948 by the Labor government in power at

the time. The state provides medical care

free of direct charge to the entire popula-
tion irrespective of income, thus relieving

the individual of much of the financial

hardship associated with illness. All hos-
pital and specialist care are free, all the
services of general practitioners are free, and
there are only nominal charge of 30 cents
for prescribed drugs, and small charges for

dental treatment. The act of Parliament
laid upon the Central Government the re-

sponsibility of providing these services it-

self, and to enable it to do so the private
and city hospitals were nationalized, the
state pays specialists a salary, and it pays
general medical practitioners a modified form
of salary. Although the health service is

partly financed by compulsory insurance
payments, nearly 80 percent of the cost has
been covered by general taxation.
To make available to all the medical care

they require, free of charge, is a very at-
tractive proposition to the people, although
a Utopian intention, because what is re-

quired is largely a subjective concept. Cer-
tainly there was immense support from the
general public and from the national press
for a health service of this type at the time,
and in many ways it has remained popular
over the years. The climate of the times
in Great Britain in 1946 when the National
Health Service bill was passed by Parliament
was favorable to extension of the activities

of the state. Emerging from a world war
which had lasted 6 years we had come to
accept a degree of control of the individual
by the state from which we have since moved
away in almost all fields, except for health.
In recent months, however, several of our
economists have been questioning the basic
arguments for nationalizing medicine, but
even more important, signs of strain in the
state service are now developing which sug-
gest that it contains fundamental defects.
There is a growing awareness that the whole-
sale nationalization of medical care 14 years
ago was a mistake and the damage done
may take a long time to repair.

The provision of free medical care does,
of course, reduce the risk of financial ruin
for the individual through illness, a highly
desirable objective. But a system which
provides it brings new problems. Although
the patient does not pay directly for medical
care at the time he consumes it, nurses,
doctors, dentists, and other health workers
still have to receive an income in return for
the services they provide. These incomes
are no longer derived from the people as
patients paying fees or voluntary insurance
premiums—they come from the people as
taxpayers. The problem of paying directly
for medical care as a patient is merely
shifted to the problem of paying taxes

—

and taxes are no more popular than direct
payments for medical care. Furthermore, if

the taxes are entirely raised by the central
government, then it, through the Depart-
ment of the Treasury, tends to exercise direct
control over the hospitals and the health
professions.

Although the cost of the service to the tax-
payer has worried both the public and the
Government ever since it started, a new,
more complex, and more important problem
is developing—the quality of medical care
available in the Service. So much attention
has been devoted to keeping down costs that
the effects on quality—indeed the importance
of quality—have been Inadequately per-
ceived. But the quality of medical care re-

ceived is vital for if it is not high the patient
may lose his health, happiness, and some-
times his life. If a child dies during an ap-
pendectomy because the surgeon is inade-
quately trained, or the anesthetist is

inexperienced, or the intravenous pentothal
is defective, the fact that the operation is

performed free of charge is little consolation
to the bereaved parents. Direct payment for

medical care does not by itself guarantee
high quality, but neither does provision by
the state.

Ever since the state service started succes-
sive governments have thus been faced with
a dilemma and I fully appreciate the difficult

position in which they are in. On the one
hand the Government has attempted to pro-
vide medical care of the quality and quantity
acceptable to the electorate; on the other
hand they have tried to limit expenditure of

tax funds as much as possible. Although
the two objectives tend to be mutually ex-
clusive, the issues are not of minor impor-
tance to the Government. The whole nation
is intensely interested in the level of taxa-
tion, and in the effectiveness of its state-

operated health service, almost the only
channel through which it now obtains medi-
cal care—money and life interest us all a
great deal. If the cost is too high or if the
quality of medical care available is too low
then a government could fall from power.
Troubles in the health service strike at the
very heart of political activity.

So far, as the most articulate public critics

of nationalized medicine have leveled their

attacks at high cost rather than low quality,

the politicians and the health departments
have naturally done likewise. We must not
forget that the Government tends to do
what the people want in a democracy, even
though the wishes of the people may be
harmful to themselves in the long run if

their opinions have been based on inade-

quate information. Democracy itself can
be no more than a facade if the people are

not well informed. To lower public expend-
iture the Government can either increase

the share of cost borne by the patient and
private insurance, or cut down expenditure
on the service itself. It has been considered
politically inexpedient so far to raise sub-
stantially the cost to the patient, and little

serious thought has been given to encour-
aging the expansion of private health in-

surance. Great efforts however have been
directed to curtailing total expenditure on
the service itself with a success which is

not generally realized.

How has cost been kept down over the
last 10 years or so? By efficiency in the use
of material and human resources? Econ-
omy with efficiency have been the aims of
the state authorities for 10 years and in

principle they are highly desirable objec-
tives. However, economy in practice often
means cheapness and this carried too far

tends to impair efficiency.

The easiest way to economize is to cut cap-
ital expenditure. Capital was the first cas-
ualty in the economy campaign in the hos-
pitals. It should be recalled that one of the
primary arguments in favor of national-
izing the hospitals in 1946 had been the view
that capital expenditure on them under the
old system before^ the war had been inade-
quate, and that after the damage and neglect
of the war years only the state could afford
the huge investment required to modernize
them. Nevertheless, according to a Govern-
ment sponsored report on the cost of the
health service, annual capital expenditure
on the hospitals in the first 6 years after na-
tionalization, at constant prices, was only
one-third of that spent in the 1930's. The
proportion of the total capital investment
of the nation devoted to hospitals, already
so low in 1949, fell substantially for 8 years
and has only been rising since 1957. It was
not until 1962, 14 years after the state mo-
nopoly was created, that detailed plans for a
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major rebuilding of the hospitals have been
put forward. Because most of the capital

which has been spent has gone toward
patching and mending old buildings few en-
tirely new hospitals have been completed
since the end of the war, although another
20 or so are now under construction. To
economize on capital in the hospitals, in

which labor is the maqor item of cost, and
in which much of the plant is already obso-
lete, is contrary to the principles of sound
management. Much of the energy of doc-
tors and nurses has, as a result, been wasted
as they work in inefficient surroundings
which have been perpetuated by an exces-
sively narrow pursuit of economy.
A policy of stringency tends to lower the

incomes of those who work in any organiza-
tion dominated by this aim. For doctors
in a nation where the state has a virtual
monopoly in medical care, it comes almost
the only buyer of their services, because
private practice is of necessity severely cur-
tailed. Most people believe that govern-
ments spend their money raised by taxation
very lavishly, but it should not be forgotten
that the state is not always generous. The
state has in fact used its immense power
over doctors, nurses, and other health pro-
fessions, to obtain their services inexpen-
sively. These professions are particularly
vulnerable when faced with a monopoly
employer because they will not harm their
patients by striking against their employer.

I shall not trouble you with the details

of the prolonged struggles over earnings be-
tween the medical profession and the state.

According to the English economist, D. S.

Lees, in his recent book, "Health Through
Choice," between 1950 and 1959 the real in-
comes of general medical practitioners fell

by one-fifth while those of .the community
in general went up by about as much. Even
with the much publicized increase in doc-
tors' pay in 1960 they are still no better off

than they were 10 years ago. This can-
be said of few other sections of the British
working community and contrasts strongly
with the trend of medical incomes in most
other countries in the Western World.
The fall in the earnings of doctors in

hospitals has been more complex. All are
paid salaries and many grades of hospital
doctors receive considerably lower real in-

comes today then they did in the early days
of the National Health Service. Probably
more important than the fall in real incomes
of any particular grade, however, is the rapid
expansion of medical appointments with low
salaries compared with expansion of those
with high salaries. This was not so in the
first 4 years of the Service, but between 1953
and 1960 the number of senior, relatively

well-paid specialists increased by 8 percent
while the number of residents and interns
increased by 21 percent. In the case of

general surgery in the last 9 years the num-
ber of senior specialists has actually been
reduced. The result has been that surgeons
have remained in junior posts as residents
on low pay for many years—indeed often
till middle age. For the purpose of this

paper I define middle age as the age of 40.

During the long years as a resident the sur-
geons have often been undertaking, accord-
ing to a recent Government sponsored report,
the same work as a consultant. But the sal-

ary of a resident is only about half that of
a consultant. Increasingly the demand for
doctors in the nationalized hospitals has been
for those who are willing to provide their
services for low prices.

Is the policy of economy in doctors' earn-
ings have any effect on the quality of medi-
cal care available in the nationalized hos-
pitals? Many young doctors are showing
thems'elves unwilling to accept the prices
offered for their services by the state and
they dislike the rigidity, and the impairment
of their professional freedom, in the sys-
tem in which they work. The rigidity and

restriction of their freedom does, I believe,

follow necessarily upon finance and respon-
sibility being vested in the hands of central
government. With the state virtually a
monopoly employer of doctors they must
either accept the terms offered by the state,

or leave the country, or leave their profes-
sion. Large numbers have left the country.
In the 10 years of the 1930's, that is, before
nationalization, an annual average of 27 doc-
tors with British degrees registered for prac-
tice in Australia according to official Aus-
tralian sources. But in the last 5 years
the annual rate has been 225. The 1959 fig-

ure of 256 in the 1 year was almost equal
to the total for the entire 10 years of the
1930's. In the last 8 years an average of

over 200 British doctors emigrated to Canada
each year according to the Canadian De-
partment of Immigration. In the 1 year,

1960, more doctors (162) trained in England
and Ireland passed their State boards ex-
amination in the United States than did in

the whole 10 years of the 1930's. In short,

in the, last 10 years the number of British
doctors going to Australia and North Ameri-
ca has been well over five times the rate pre-
vailing in the 1930's, is over five times the
general rate of emigration, and the total of

600 a year is equivalent to one-third of the
annual output of the British medical schools.
The reasons for their departure is, in my
opinion, that in Australia and North Ameri-
ca the professional freedom of doctors is

greater, the opportunity to practice medicine
well, particularly in general practice, is

greater, and the financial rewards are more
appropriate to the years of study, the long
hours of work, and the heavy responsibility
which doctors carry.
To sustain the large loss of doctors by

emigration there has not been a correspond-
ingly high output from the British medical
schools. The number of medical students
in training has fallen continuously from
14,200 in 1950 to 12,300 In 1959. In spite of
the steady fall in the early years of the
1950's a committee recommended a further
10 percent cut in the intake of students in
1957. As a result the number of students in
training is now no greater than it was before
World War II in spite of a rise in popula-
tion and in spite of the increased complexity
in medical practice which has characterized
the last quarter of a century.
To aggravate the shortage of doctors in

Britain due to high emigration and low
recruitment, the rate of retirement of elderly
doctors is now rising steeply. This reflects
th£" uneven age distribution of British doc-
tors—an unusually large number of men
entered the medical profession after the end
of the First World War in 1918 and these are
now reaching retiring age. In the next 5
years about 60 percent more doctors will

reach the age of 65 as did in the last 5 years.
As the supply of doctors with British

degrees has been falling the hospitals have
relied increasingly on doctors from overseas
to take temporary posts. By 1960, 41 per-
cent of all junior hospital posts in England
were filled by doctors trained outside the
British Isles (nearly 4,000 doctors from over-
seas), and the proportion is rising rapidly.
Most come from India and Pakistan. The
total number is now equivalent to well over
2 years of output of the medical schools. In
the region around Sheffield, an area in the
north of England, 26 of the 74 hospitals have
no doctors at all below the grade of con-
sultant (that is under the age of about 40)
who were trained in Britain. Increasingly
the medical staff of the hospitals is a
rapidly shifting labor force recruited from
abroad, most of which does not intend to
settle in Britain. These young doctors from
overseas arrive with little experience, but
once they have become highly competent
they return to their own lands.
The effect on the quality of medical care

in hospitals was described by several of the

speakers in the now famous debate in the
House of Lords on the shortage of doctors
on November 29 last. There is no system
whereby the hospitals are made to keep
within specified standards for the training
of postgraduate doctors from overseas. Large
numbers of these, instead of receiving train-
ing and experience under supervision at the
postgraduate institutes for which Britain
is famous, are being used for what in eco-
nomic terms, might be described as inexpen-
sive medical labor.

Difficulty in language is one of the major
problems because of the short time many
remain in Britain. Not only do some of the
doctors have the greatest difficulty in com-
municating with their patients, they also
have difficulty in talking with other doctors.
The language difficulties of interns from
abroad has been a problem in U.S. hospitals,
but the American Hospital Association has
imposed a compulsory linguistic test which
now insures a knowledge of English before
a hospital appointment is made. In Britain
there is at present no such test though
doubtless one will soon be imposed.

I have spoken a good deal about how the
nationalization of medicine has affected the
earnings and conditions of work of the
doctors. But again how has it affected the
patient, without whom the doctor has no
function? Up until the present the patients
have been cared for satisfactorily, par-
ticularly those who have been acutely or
severely ill. Now there are signs that a
crisis has been reached, particularly in the
emergency departments of the hospitals, and
in the maternity services. This has been
extensively documented recently in Britain
in official and nonofficial publications, and
doubtless many of you will have read of it.

I have concentrated on troubles in the
supply of doctors because they are the most
essential of the skilled personnel providing
medical care. If the supply fails then there
is real trouble ahead and I should remind
you that the future supply of doctors in

your country is by no means assured. How-
ever, the effects of the national health serv-
ice are also beginning to show in the nursing
profession and in other health professions
with unhappy consequences for the patients.

The cumberous administrative structure of

the health service, described by our present
Minister of Health as "lumbering Leviathan,"
often impedes the efforts of the individual in

it to work well. I have stated on many occa-
sions in my publications that the undoubted
success of much of the state health service

up till the present in providing medical care

of high quality has been due to the abundant
stock of human, moral, and material capital

which it inherited in 1948. British doctors,

and British nurses have for long had a world-
wide reputation for excellence. Few will

doubt that the material capital—that is the
hospital buildings and equipment—has been
allowed to run down. It is now becoming
apparent that the human and moral capital

of the health professions has also been con-
sumed but only partially replenished. Until
recently there has been no clear evidence of

declining quality of medical care, but this is

the problem which is now emerging in na-
tionalized medicine which is as yet only im-
perfectly appreciated, but which will domi-
nate the medical care field in Britain in the
1960's. The national health service, which
started with such high hopes and great ex-
pectations, is now moving into a phase which
has many of the characteristics of high
tragedy.

I think there are some lessons of general
interest to be learned from these recent oc-
currences. It has been an error to assume
that the major problem in medical care is

cost. If the burden of payment is removed
from the patient then all will be well was
the oversimplified approach of the 1940s.
This is just not true. Of equal or greater
importance is quality of medical care avail-
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able. This is a complex concept, and some-
what intangible, just as the concepts of free-

dom and patriotism are, but their complexity
and their intangibility makes them no less

important.
It would be absurd to suggest that cost

is of no importance. But surely the objec-
tives one wishes to attain in any form of
health system is, first, to insure that there
is available in a nation medical care of high
quality, second, to insure that no individ-
ual shall be unable to obtain medical care
for financial reasons, and, third, to insure
that he shall not be financially ruined be-
cause of medical expenses alone. In the
United States, possibly in no country, have
these objectives been achieved. But they
can be approached by a great variety of

means, and it was certainly not necessary to
nationalize all the medical facilities and
personnel, and provide all medical services
free, as happened in 1948. This achieves the
last two objectives, but impairs the achieve-
ment of the first. The state has an im-
portant part to play—in your country for
instance the treatment of mental disease and
of tuberculosis and many other health prob-
lems have for long been a function of public
authorities—but the individual also has a
part to play. It is the preservation of a
reasonable balance between the right and
duties of the state and of the individual
which is the hallmark of a free but responsi-
ble society. In my country, this delicate
balance has been disturbed in the field of
health but we shall be making efforts to
restore it. The realization that some change
is needed is just beginning to dawn.
In the United States also the winds of

change are blowing strongly. With an aging
population the problem of financing medical
care for the elderly becomes more important,
and the citizens of a prosperous nation do
not wish to be exposed to the risk of reduc-
tion to penury by ill health. There is no
easy solution, there is no complete solution,
but do not fall into the error of assuming
that the state, by usurping the respon-
sibilities of the individual, will provide all

the answers.
You may think from what I have said

that medicine in Britain is in trouble. In-
deed this was precisely what was said by
the British Medical Journal in its leading
article commenting on the now famous de-
bate in the House of Lords last November.
But to assume that this is all there is to
be said about the situation would be er-
roneous. The British may be slow to change
their minds but once they realize that
change is necessary they are well able to
bring it about. Furthermore, it is when
they see that a situation is particularly dis-
astrous that they are at their best.
You may be wondering why I should be

here to tell you of these troubles in my
own country. It is only in part because I
hope you will avoid some of the errors which
we have made. It is also because I do not
wish you to misunderstand what is hap-
pening in Britain as you read reports of
further events in the health service in the
years ahead. My three strongest emotions
are love of my country, of my family, and
respect for my profession, and I do not wish
you to underestimate the potentialities of my
country to remedy an unfortunate situa-
tion.

I can only remember dimly as a child the
episode in 1938 now known as Munich. At
that time the vast majority of my fellow
countrymen was behind Mr. Chamberlain,
the Prime Minister, in his policy of peace

—

at almost any price. We now accept this
was a mistake. Pew British thought at the
time, that there would be war, and none
wanted it. But as events unfolded in the
early months of 1939, as we perceived the
abyss toward which we were heading, then
a great change came over the people and we
moved toward war in September as if we

had always known that it was coming. It

was, however, only after the shattering de-
feat of our armies in Prance in May 1940,

that we really showed our worth. All the
rest of the world, all informed opinion in the
United States, wrote ue off as finished.

The Germans even demobilized some of their

fighting divisions. Yet in England we took
it entirely for granted that we would con-
tinue to fight alone against Nazi Germany.
This we did for more than a year until the
United States came to our assistance and
together we marched forward to final

victory.

So if you think that the British will never
change their nationalized health service
because they like the state to provide free
medical care for all, and if you think that
because medicine is in trouble we shall not
remedy it, then I suggest that you think
again. When my fellow countrymen come
to realize from the course of events that
they have taken a wrong turning, changes
will be made, and if we are in real trouble
then we will get out of it. After all—we
have done so before.

Mr. MILLER. Mr. President, I think
it well to point out that some of the
benefits which are claimed for the British
National Health Service are not those
that came about as a result of that pro-
gram. They were those which were al-
ready in existence at the time the pro-
gram was started.
Some people talk about their friends

in Great Britain thinking that the med-
ical care which they receive under the
national health service is satisfactory.
Then they attempt to justify the pro-
gram which is being presented to Con-
gress on the basis of the fact that things
are satisfactory over in Great Britain.
The only reason why they have been

as satisfactory as they have been thus
far has been the fact that these are
benefits which have carried over from the
system that existed prior to the •national
health service. Since the national
health service has gone into effect, ac-
cording to those who know, the medical
program furnished to the people of
Great Britain has deteriorated. They
now have a situation whereby they can-
not get enough persons to go to medical
schools for training as doctors. The
level of medical students today is about
the same point as it was back in the
1930's, even though the population has
been increasing steadily. They have
been bringing doctors in from overseas.
This is not a good situation.

Then, of course, there is the problem
of the doctor-patient relationship, which
is a precious and important heritage in
the medical profession of the United
States.

Mr. President, the situation with re-
spect to the number of medical students
in British medical schools is something
that has given much concern to mem-
bers of the British Government. One
reason why the situation has arisen has
been that under the British National
Health Service the Government has what
most people would consider to be social-
ized medicine. In my arguments against
the Anderson-Javits amendment or the
Kennedy medicare program, I have re-
frained intentionally from using the
phrase "socialized medicine." To be fair
about it, I think it can be pointed out
that there could be a great difference be-
tween the British National Health Serv-

ice as now constituted and the situation
which would exist in the United States
if the program of the Anderson-Javits
amendment were implemented. How-
ever, that does not make it right.

Whether the Anderson-Javits program
is socialized medicine or is not socialized

medicine is not, in my judgment, the
question.
The points, as I have already empha-

sized, are first, that under the Anderson-
Javits amendment we would drain off

the benefits from those who need them,
dilute those benefits, and tax the people
for benefits for those who can afford
them. I think that is unfair; and sec-
ond, the social security system would be
used to finance the program although
it is already in a very shaky financial
condition. It will not get any better, and
it will get much worse if we keep putting
more burdens on the backs of future
generations by increasing the coverage
and the benefits under this program. I
think it would behoove the people who
are so eager to have the social security
system embrace all of the proposed new
coverages and benefits to watch out lest

the social security system become bank-
rupt some day, or lest the coverage and
the benefits be reduced.
When future generations come into

the heritage we are leaving them and
begin to run Congress, I wonder whether
they will be satisfied with the heritage
the present generation will have left to
them. They could cut back the benefits,

scrap the program, or have an entirely
new program financed out of general
taxation, any of which would be fairer
than what we will be passing on to them
by the actions we have been taking in
the last several years.

I do not know whether a majority of
the people in my State of Iowa favor
the Anderson-Javits amendment or not.

On the basis of the correspondence I

have received, my guess is that a sub-
stantial majority of them are opposed
to it.

Mr. President, I ask unanimous con-
sent to have printed at this point in
the Record an article entitled "Hospital
Care for Older People," published in Wal-
laces Farmer for February 17, 1962.

There being no objection, the article

was ordered to be printed in the Record,
as follows

:

Hospital Care fob Older People—Iowa
Farm Polks Split on Linking Hospital
Care to Social Security

Should the social security tax be raised to
pay hospital bills for folks 65 or over? This
is one of the projects the present Congress
is arguing over.

What you pay the doctor is not an issue
here. If the bill is passed, it would only
help on hospital expenses. Patients would
use Blue Shield or private insurance poli-
cies to help with medical expenses.

About half of Iowa's farm families carry
some kind of hospital insurance. What
older folks sometimes worry about is the
prospect of a serious illness that would not
be covered by limited hospital insurance.
And the ones that have ro insurance are
naturally still more concerned over the
health hazards of advancing years.

The Wallace's Farmer poll asked Iowa
farm people what they think about the so-
cial security proposal. Those who had
heard about it were asked:
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"President Kennedy is urging that a hos-
pital Insurance plan be added to the social

security program. The plan would help pay
hospital costs for men and women when
they reach 65. Social security payments
would be Increased to cover cost of the
plan. On an Income of $3,000 a yearr the
added social security payment would be
$11.25 a year. * * * Do you approve or dis-

approve this proposal?" Here are the results:

[Percent]

Men Women Total

Approve - 44 39 41

Disapprove 39 39 39

Undecided 17 22 20

Last year's bill provided for hospital care

up to 90 days. The patient would pay the
first $10 of hospital costs per day for the first

10 days. After that (up to 81 days for a
single illness), the social security insurance
would pay all the hospital bills.

Cost of nursing home service was also cov-
ered, up to 180 days.

The new 1962 bill hasn't been worked out
in detail yet. Costs may differ a little, but
the betting is that the benefits will be about
the same.
Older men, as you might expect, liked the

plan better than younger ones:

[Percent]

24 to 34 35 to 49 50 to 64

years years years

Approve - 28 44 57

Disapprove - 44 42 32

Undecided 28 14 11

Farmers with gross incomes of less than
$5,000 a year liked the plan better than did

those with more money. But men with gross

incomes of $10,000 or more still gave the bill

an approving vote of 42 percent.
Farm women voted much as the men did

except that very few young women (21-34

years) were undecided. They divided almost
evenly for and against the plan.

One young farm woman in Buena Vista
County wondered if the plan would hold to-

gether until she was 65. She said: "I'll have
to pay for it but I sure want some security

that my hospital bills will actually be paid
when I'm 65."

The mother of a young farmer in Taylor
County said emphatically. "No: Take my
son. He doesn't get as big an income as his

dad and he still has to pay more for social

security than he can afford."

There was a family split on a farm in
Wright County. The man, now getting
social security payments, approved the hospi-
tal plan. But his wife said:

"I'm over 65 but I disagree. I think it's

putting an awful burden on the young peo-
ple. If we can afford to pay for our own, we
should."
A middle-aged farmowner in Webster

County said : "I'd approve hospital insurance
for old people on social security. Goodness
knows they can't afford it at present."
A young man in Greene County said: "I

just wonder how much hospital insurance
you can really get for that money. Maybe
they'll have to increase the tax more."
Blue Cross, Blue Shield, and other private

organizations are moving to provide help for
older people without bringing in social

security. Blue Cross, for instance, is talking
of a plan whereby folks of 65 or over would
pay $10 or $12 a month for hospital insur-
ance providing 60 days of hospital care a
year.
Blue Shield suggests a $3 a month fee for

older people to cover medical expenses. This
would be open to couples with incomes be-
low $4,000 a year.

In each case, special provisions of some
kind would be made to help those with
incomes so low that they could not meet
these monthly charges for Blue Cross and
Blue Shield.

Wallace's Farmer will report details on
these and other plans as they develop. The
new social security bill will assume definite
form soon and farmers will know in more
detail what the administration proposes.
Until then, many farmers will be like the
man in Jackson County, Iowa, who said: "I
would need to know more before I vote yes
or no.

Mr. MILLER. Mr. President, the
article contains the results of a poll
taken among Iowa farm people. It is

not a complete coverage, but it is a poll

of a type which quite often adequately
represents a good cross-section of the
thinking of Iowa farm people. It points
out that there is an almost even split

between those who approve and those
who disapprove with about one-fifth of
those polled being undecided. I sug-
gest that on the basis of the way the
questions were asked, the people who
voted in the poll, both for and against
the proposal, did not have a good back-
ground of the facts behind the questions
which were asked. I am well satisfied

that if they knew the facts, if they knew
that the program would pay benefits to

those who can afford them as well as
to those who are poor and cannot afford
them, they would not have voted for the
program.
In fact, my mail is running about 10

to 1 against this program. I am trying
to weed out of my mail those letters

and other communications which are
prompted by pressure group action. I
am trying to arrange the correspond-
ence on the basis of spontaneous opinion.
To date it is almost unanimously op-
posed to the proposed program, al-

though many persons would favor some
kind of program to cover catastrophic
situations.

The State of Iowa, which I have the
honor to represent, has passed an en-
abling law with respect to the Kerr-
Mills Act. Unfortunately, the legisla-

ture was not able to appropriate any
money to implement that act. What
will be the action on this subject in

the next session of the legislature is dif-

ficult to forecast; but I assume, on the
basis of results in other States, and if

Congress does not go off the deep end
and pass the type of program that
is envisaged by the Anderson-Javits
amendment, that not only the Iowa
Legislature, but also a great many other
legislatures, will find a way to pass a
reasonable appropriation to implement
the Kerr-Mills law, so that catastrophic
situations can be covered.

Mr. President, the problems of my
State in connection with the considera-
tion of this subject in the last session of

the legislature are well set forth in an
article entitled "Should Iowa Aid 'Medi-
cally Needy'?" published in the Water-
loo Daily Courier of February 28, 1961.

I ask unanimous consent that the
article be printed at this point in the
Record.
There being no objection, the article

was ordered to be printed in the Record,
as follows

:

Should Iowa Am "Medically Needy"?—As-
sembly Ponders Federal Am Plan

(By Dave Dentan)

On the last legislative day before the re-
cess, the House Committee on Public Health
filed a bill in Des Moines to authorize par-
ticipation in the Federal matching program
for medical aid to those past 65 who are not
indigent but are living on small incomes.
The bill is primarily an enabling act, since

it carries no appropriation and does not
establish the minimum of income and sav-
ings which would make a citizen eligible
for the aid.

The program involved is the "medical aid
for the aged" (MAA) authorized by the Kerr-
Mills bill which passed the last session of
Congress. Six States already have programs
in operation, using Federal grants which pay
from 50 to 60 percent of the cost.
The bill filed in the Iowa House would

make the State board of social welfare and
county welfare boards the administrators of
the program, subject to advice from a coun-
cil representing various professional associ-
ations, such as the Iowa State Medical So-
ciety and the Iowa Hospital Association.

All Iowa residents over age 65, with one
exception, would be eligible for the aid, ac-
cording to the bill, if such a resident "has
not sufficient income or other resources of
his own, or available to him to provide him-
self with such needed medical care and
services."

The one exception is that the beneficiary
under this program could not be a recipient
of old-age assistance. Iowa already provides
medical (doctor's fees and outpatient labora-
tory services) care for those receiving old-
age assistance.
This care has been costing on the average

$7.48 a month per recipient. This could be
increased to $12 a month under another pro-
vision of the Kerr-Mills bill if Iowa wants
additional Federal matching funds for this
purpose.
Some officials also argue that if hospital

and surgical care is to be given to the "medi-
cally needy" in their home towns, the same
benefits should be given to the "medically
indigent" (the recipients of old-age assist-
ance) . This latter group receives hospital
and surgical care, except for emergencies, at
University Hospitals, Iowa City.
The MAA program for the "medically

needy" Is intended to aid those aged who,
after a lifetime of riard work and rearing a
family, are able to support themselves in
their old age except for unusual medical
care—particularly the lengthy and costly
catastrophic illness.

A program for a large part of this group
would be needed even if the program of
President Kennedy for compulsory hospital-
insurance under the social security program
were adopted by Congress this year.
Iowa has approximately 325,000 residents

past age 65, of which 35,000 are receiving old-
age assistance and 215,000 are receiving re-
tirement benefits under the social security
program.
This leaves an estimated 75,000 who are

receiving neither. About 65 percent of
these, if they are typical of the older group
generally, would have incomes of less than
$1,500 a year.

Various estimates may be obtained of the
probable need for the individual in any
group ruled eligible for the MAA program.
The Health Insurance Institute lists $177 as
the average actual yearly expenditure for
medical care for those 65 and over.

Medical care standards would improve,
however, if more financial resources were
made available. On the other hand, some
deductible feature might be incorporated
in the program under which the individual
would contribute the first $100 to $500 of
cost of an illness, perhaps depending on
income.
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On a different basis, the Iowa Department
of Social Welfare estimates that some 42,403
Iowans (including many receiving social se-

curity retirement) would apply for aid under
an MAA program and might need an aver-
age of $250 each. (This would be the
actually sick group, so the average would
be higher than for all old persons.)

If this estimate were used, the program
would cost some $10,600,750 a year, of which
the Federal Government would pay 58.48

percent.
A more moderate and limited program

could be devised. There are about 178,709
persons past age 70 in Iowa who are not
receiving old-age assistance. According to
a recent study of the elderly, 30 percent
would have no resources for an emergency.
If the average assistance were $100 for each
of these 53,613 medically needy persons, the
total cost would be $5,361,300 a year, of
which the Federal Government would pay
58.48 percent.
The figures for this calculation were fur-

nished by R. J. Quackenbush, executive sec-

retary of the Iowa Nursing Home Associa-
tion.
Governor Erbe in his budget message sug-

gested that surpluses in the fund accumu-
lated to pay the Korean bonus could be used
to finance a beginning on the program.
Such use would hinge on a determination,
either by the attorney general or the courts,
that the money could be legally used.
Some legislators indicate a desire to delay

enactment of ' the MAA. program until Con-
gress determines what action it will take on
the Kennedy hospitalization program under
social security. But others point out that
some program will be needed for needy
Iowans not receiving social security benefits
and that the proportion of Iowans in this
category is considerably higher than the na-
tional average.
In any case, the bill introduced in the

House is written in such broad terms that
it could be used (1) to let the board of so-
cial welfare prepare a program based on the
amount of money available or (2) permit
the attachment of amendments to define
more precisely the rules of eligibility.

The Journal of the Iowa State Medical
Society declares that a State appropriation
of at least $2,500,000 is needed to get the
program underway.

Mr. MILLER. Mr. President, in the
Des Moines Register of May 22 there
appeared an excellent article entitled
"Doctors Say It Does Not Meet Needs"

—

referring to President Kennedy's medi-
care program. I ask unanimous con-
sent that the article be printed at this
point in the Record, in connection with
my remarks.

There being no objection, the article
was ordered to be printed in the Record,
as follows:

Doctors Say It Does Not Meet Needs—See
a Step Toward British System

New York, N.Y.—Leaders of the American
Medical Association, Monday, denounced
President Kennedy's medical care for the
aged plan as a cruel hoax aimed at estab-
lishing welfare state medicine for everyone.

"Don't mistake it," an association official

declared in a paid, national televised reply
to Mr. Kennedy's Sunday speech here.

"England's nationalized medical program
is the kind of thing they have in mind for
us eventually."

Mr. Kennedy urged passage of the King-
Anderson bill, commonly known as medi-
care. It would pay some hospital and other
medical bills through social service taxes.
Doctor bills generally would not be covered.

The AMA representatives said the public
was in danger of being blitzed, brain-

washed and bandwagoned Into swallowing
a plan that would disrupt health services
and turn Individual patients Into impersonal
numbers.

ELEMENT OP NEED

The plan would cover millions who don't
need it and ignore millions of others who
do, said Dr. Edward R. Annis of Miami, Fla.,

a surgeon who is chairman of the AMA na-
tional speakers bureau. He added:
"Our fees are not Involved. Our practice

of quality medicine is. Your health is."

In an impassioned plea, he urged viewers
to consult the "one they know and trust

—

your doctor" about what the Kennedy plan
would do to American medicine.

"There are only a few things which touch
so close to God and the relationship between
a doctor and his patient is one of them," he
said, charging that the Kennedy plan seeks

to undermine it.

crowdless garden

The doctors' reply to Kennedy was filmed
in Madison Square Garden, the same place
where Mr. Kennedy Sunday addressed a
cheering crowd.
But instead of a crowd scene for a back-

drop, the AMA spokesmen appeared in an
empty, silent arena, its vast expanse littered

with paper, broken balloons and decorations
left from the Kennedy rally.

An association spokesman estimated cost

of the show, carried on paid time over the
National Broadcasting Co. network, at $75,-

000. The group had asked for equal time
to reply to Mr. Kennedy's half hour address,

but was turned down. Mr. Kennedy's speech
was carried free.

AMERICAN SYSTEM

Dr. Leonard D. Larson of Bismarck, N. Dak.,

association president, spoke briefly. He said

the administration's program would deprive
older people of "the American system of
medicine, based upon the private doctor
treating the private patient."
In the last 20 years alone, he said, this

system has "added 10 years to the life of

every American."

Dr. Larson said the King-Anderson bill

would not cover 3 million over-65 people
not eligible for social security benefits, and
thus probably most in need of medical aid.

At one point, Dr. Annis held up a copy of
the King-Anderson bill and said: "This bill

is a cruel hoax and a delusion."

ADDED TAX

He said it would add as much as 17 per-
cent to the working American's payroll tax
to give medical care to "the rich, the well-to-
do and the comfortable, as well as those of
low income.
"Whether they need it or not; whether

they want it or not—they'd be in," he said.

"Now, there is some more interesting read-
ing in here for those on social security who
genuinely need medical aid. Just what
would you get under King-Anderson? You
can read it as we did. For a hospital room
containing one, two, or three other people—
it would still cost you $10 a day for the first

9 days of your hospitalization. That's $90.

"After you left the hospital or nursing
home, you wouldn't be eligible for further
hospital benefits for at least 3 months. Don't
have a relapse or get sick again. To get
into the hospital you'd apply in writing
and get the certification of a doctor.

PAY DOCTOR

"You'd have to pay for your doctor, and
you'd have to pay for a private duty nurse if

needed. And you can also read if your ill-

ness required hospitalization for more than
30 days, it'd have to be passed on by a special
committee who'd have to consider a lot of
other people too, don't you know. After all,

the Government has to treat everyone fair
and equal, don't you know.

"They know all about how to make things
exactly alike—like human illnesses. Like a
broken toe • • • and cancer. A bed Is a
bed. Thirty days Is thirty days. Your doctor
won't decide. The committee will decide

—

when It meets.
"Do you know that you'd have to pay the

first $20 of each diagnostic study you'd get at

the hospital as an outpatient?
"Do you know that the only drugs that

would be paid for are those you'd get at the
hospital or nursing home—and that many
important drugs used today do not appear
on the list approved for hospitals and that a
prescription made out by your doctor in his
office or your home is not covered by the
King-Anderson bill? Do you know that in
order to get into a nursing home for your
maximum of 150 units of service—you'd
have to go to the hospital first?

DOCTOR BILLS

"Maybe some of you are still thinking in
the back of your heads, what are the real

reasons the doctors are so dead set against
this King-Anderson bill? You may believe
that it must have something to do with
doctors' fees * * * our Income.

"But, do you know what? The King-An-
derson bill doesn't even cover most private
doctor fees. Doctors would probably make
more money, not less, under King-Ander-
son * * *. Anyone knows there is more
money in mass production.
"But that is beside the point. The Amer-

ican system of medicine is a system of qual-
ity medicine * * * not mass production med-
icine. It is a system of private medicine,
practiced by private doctors treating private
patients, free to make decisions based on the
patient's specific medical needs—and noth-
ing else."

KERR -MILLS ACT

Dr. Annis claimed that the Kerr-Mills
medical aid for the aged law, passed by Con-
gress in 1961, provided means for caring for
the elderly who need financial assistance in
meeting medical costs.

The Kerr-Mills law, he said, "is a desirable
supplement" to "one of the greatest social
advances of our generation—the spectacular
growth of private, voluntary health insur-
ance systems to which millions of Americans
already belong."

MEANS TEST

In reply to charges that obtaining aid
under the Kerr-Mills plan requires submit-
ting to a "means test" that is "degrading
and undignified," Dr. Annis said: "When you
apply for the low rent benefit of public
housing—don't you have to prove that your
income is below a certain level? This is a
means test. A test of your means.
"And when you apply for social security,

aren't you asked to prove that your wage
earnings are below a certain amount? Is
this degrading or undignified? Well, that's
a means test, isn't it?—a means test for
social security itself.

"A means test is a desirable protection for
those who are really needy, as against those
who are merely greedy."
The King-Anderson bill would not repeal

the Kerr-Mills Act. If the King-Anderson
bill were passed, the Kerr-Mills Act could
continue to provide medical care for needy
persons not covered by social security, in
those States that fully implemented the act.

(Iowa has passed an enabling act, but has
not provided any money to put it into opera-
tion.)

IOWA HOSPITALS OPPOSE MEDICARE

The Iowa Hospital Association has reaf-
firmed its stand against any plan to provide
medical care for the aged under the Federal
social security program.
The association in 1960 voted to oppose the

plan and reaffirmed this stand at a meeting
of the board of trustees and officers last Fri-
day in Spirit Lake.

No. 117 23
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An association statement, made public

Monday said:

"We are convinced that the solution to

the medical-care-for-the-aged problem can
be found within the framework of this coun-
try's existing system of private voluntary
health care.

Mr. MILLER. Mr. President, in the
March 1961 issue of the Iowa State
Medical Society Journal appeared an in-

teresting and timely article entitled

"Colorado's Plan for Administering
Medical Aid for the Aged." I ask unani-
mous consent that the article be printed

at this point in the Record in connection
with my remarks.

There being no objection, the article

was ordered to be printed in the Record,

as follows:

Colorado's Plan for Administering Medical
Aid for the Aged

In Colorado, a medical service plan for

elderly people with little or no income has
been administered throughout the past 3

years by Blue Cross and Blue Shield, under
contract with the State welfare department.
The arrangement—virtually identical with
that which is being proposed by several of

the groups that will furnish services under
the MAA program in Iowa—meets with the

enthusiastic approval of all the parties in-

volved.

EVERYONE IS PLEASED WITH THE
ADMINISTRATION

As a part of a study that a team of in-

vestigators made last year for the Health
Information Foundation, an instrumentality

of the commercial (non-Blue Cross-Blue
Shield) health insurance companies,1 about
100 participants in the Colorado program

—

physicians, hospital administrators, welfare

officials, pensioners, and Blue Cross-Blue
Shield executives—were interviewed in-

dividually. Every single one of them
declared that the administrative arrange-

ment has worked well.

"With Blue Cross administering the pro-

gram," a county welfare director explained,

"we have no problems with hospitals—no
difficulty about admissions and no time-
consuming conferences about charges and
the like."

An orthopedic surgeon stated: "Physi-

cians' acceptance of this program was largely

due to its use of Blue Shield. If the same
program had been set up through a State

bureau, we would have had a completely dif-

ferent reaction to it."

A State welfare official declared: "By using
the existing channels—Blue Cross and Blue
Shield—we avoided any conflict with physi-
cians and hospitals and held down our
paperwork, too."

A hospital administrator observed: "Exist-
ing Blue Cross and Blue Shield controls
have held abuses to a minimum in this pro-
gram—far less than would be found in a
Government program."

THE SCOPE OF THE PROGRAM

Before we present an outline of the ad-
ministrative setup, a brief sketch of Colo-
rado's payments and service benefits is in
order. In September 1937, every indigent
beyond 60 years of age, in that State, began
receiving a pension. The amount has been
raised several times since then, and is now
$107 per month, less other income. On
January 20, 1957, the Colorado medical care
plan for pensioners went into effect, and an
amendment to the State constitution de-
creed that $10 million per year—no more

1 Reich, William T., and Anderson, O. W.:
Colorado's Medical Care Program for the
Aged, Health Information Perspectives No.
a2, Health Information Foundation, 420
Lexington Avenue, New York City 17, 1960.

and no less—should be budgeted for its sup-
port. All pensioners are eligible for Its

benefits.

Originally, patients were allowed 30 days
of hospitalization per admission, and read-
mission might succeed discharge without
the patient's stepping outside the door and
reentering it. Last fall, in what may have
been only the first in a series of curtail-

ments, the limit was reduced to 21 days per
admission, and unless the attending physi-
cian requests an extension, a period of 30
days must elapse between discharge and re-

admission. Emergencies are given special

consideration, thus preventing hardship, and
it is thought that the change in rules is

helping to stem overutilization.

Pensioners entering nursing homes agree
to pay the proprietors $100 per month, re-

taining for themselves just enough money
to pay for their clothing and incidentals.
The State makes direct payments to the
nursing homes in varying amounts, de-
pending upon the facilities and services that
the institution is able to provide, and upon
the type of care that the particular patient
must have. These sums may not exceed $95,
and at present average $67 per patient per
month. From the pensioner's relatives, the
proprietor may collect additional amounts,
provided that the total from all sources does
not exceed $250 per month for any particu-
lar patient.

Pensioners are provided surgery and in-
patient medical care much as they would be
if they held Blue Shield service contracts.
Those in nursing homes are provided two
doctor's calls per month, and as many as
two more when they are acutely ill. Those
who live at home are entitled to a non-
cumulative, two office or home calls per
quarter at State expense. Consultants' and
surgical assistants' fees are covered, as in
Blue Shield contracts.

Prescription drugs, except cortisone and
its compounds, are furnished to patients at
State expense, but dietary supplements,
household remedies, and personal care items
are not. In many instances, because Colo-
rado has counties without hospitals and
even without doctors, its elderly people must
travel long distances to obtain health care.
In such cases, the plan covers transporta-
tion.

THE FUND'S "DEFICIT" IS A BOOKKEEPING
FICTION

The pensioners' medical care plan in
Colorado is proving more costly than was
anticipated, and as has already been men-
tioned, curtailments of benefits have been
undertaken in an effort to curb overutiliza-
tion. The annual budget for the fund was
permanently set at $10 million 3 years ago,
and expenditures over that amount are tech-
nically "deficits" that Federal grants under
the provisions of the Kerr-Mills Act cannot
formally erase. But when, by dipping into
general funds, Colorado spends Kerr-Mills
money for its eldercare program, during this
and ensuing years, only the most rigid purist
can say that it is spending improperly.

ADMINISTRATION HAS A MINIMUM OF
COMPLICATIONS

Blue Cross and Blue Shield began adminis-
tering the Colorado hospital-care and physi-
cian-service arrangements on February 1,

1958, less than a month after the inaugura-
tion of the medical care plan, and they have
continued doing so ever since. Payments
for nursing home care and for transportation
of patients are made directly to the vendors
by the welfare department. Drugs are pur-
chased direct from retail pharmacies, and
claims from druggists are audited by a com-
mittee of independent pharmacists.

A medical advisory committee containing
representatives of the State medical society,
the osteopathic association, the pharmacal
association, the hospital association, the
dental association, the State department of

health, the State association of county com-
missioners, the National Annuity League, the
State chamber of commerce, the League of

Women Voters, and the county welfare direc-
tors' association was set up by the State
welfare department to guide it in implement-
ing and perfecting the program.
Blue Cross and Blue Shield were selected

to administer the bulk of the old-age pen-
sioners' medical care program partly because
they already had the machines and personnel
to do the job. They could carry out the de-
tails of the program for less money than the
State welfare department could do the work
in its own offices. And just as importantly,
less paperwork would devolve upon the sup-
pliers of services.

Each of the eligibles receives a card re-
sembling a Blue Cross-Blue Shield identifica-

tion, and he presents it to his doctor when
he seeks medical care outside the hospital,

and presents it at the hospital when his doc-
tor has requested his admission there. The
hospital's paperwork is limited to (1) con-
firming the patient's eligibility, since despite
the card, the patient may no longer be en-
titled to service; (2) billing Blue Cross when
the patient has been discharged; and (3)

notifying the local welfare office by post card
when the patient has left the institution.

Normally, the physician whose patient has
been hospitalized has only one form to com-
plete—a standard statement for services

rendered, which he sends to Blue Shield. If

the patient needs an extension of his hos-
pitalization, the doctor must fill in another
form, which goes to the director of medical
services at the State welfare department.
The doctor must send individual billings to

Blue Shield for his visits to nursing-home
pensioners and for visits to or from pen-
sioners who live at home.
Blue Cross and Blue Shield must keep their

lists of eligibles current, and must see to

it that the billings that are presented to

them are for covered services and that their

amounts conform with the fee schedules

that have been negotiated between the sup-
pliers and the welfare department. They
pay the hospitals and doctors, and bill the

welfare department, adding their adminis-
trative fees to the sums that they have paid

out, and attaching an IBM card for each
pensioner-patient and a list of all disburse-

ments.
The State welfare department determines

the financial eligibility of each elderly appli-

cant, passes upon requests for extensions of

hospitalization and for readmission within
30 days after discharge, provides the nursing
home, drug, and transportation parts of the
program, and reimburses Blue Cross and Blue
Shield.

CONCLUSION

The Colorado State Department of Welfare
retains ultimate responsibility for its pen-
sioners' medical care program, and its man-
agement contracts with Blue Cross and Blue
Shield would not prevent it from imposing
new controls, if such seemed desirable.

Since Blue Cross-Blue Shield administra-
tion has saved money, lessened paperwork
and promoted good relations between the
welfare department and the suppliers of

health services in Colorado, it is probable
that a similar arrangement would work ad-
vantageously in Iowa.

Mr. MILLER. Finally, Mr. President,

I wish to point out that a study of the

frequency of hospital admissions of

major and minor economic importance
in the old and the young was con-
ducted by Dr. J. Robert Browning,
of Plymouth, Mass. The study repre-
sents a compilation of data by the staff

of the records room and the business
office of the Jordan Hospital, in

Plymouth, Mass. I believe the conclu-
sions of the study merit the attention
of the Senate; and they are as follows:
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First. Catastrophic illness occurs in

significant numbers in both young people
and old people.

Second. Most periods of hospitaliza-

tion are of minor economic importance,
regardless of age group.

Third. True need for aid is related to
economic severity of illness, rather than
age.
Fourth. Further data analysis in a

similar manner is needed from other
areas of the country.

Fifth. If confirmatory data is ob-
tained, a reappraisal of- the approach to
the solution of current medical problems
is needed.
Mr. President, let me say, in conclu-

sion, that I do not question the motives
or the desire for a better society which
prompt those who have submitted this
amendment but I think it is a waste of
the time of the Senate, for it is common
knowledge that if the amendment is

adopted by the Senate, it will not be
adopted by the House. As recently as
last week, we heard arguments to the
effect that we should not take action on
bills or amendments which will not be
acted on by the House. Yet we are con-
suming many days of valuable time of
the Senate in working on a measure
which will not be dealt with by the
House. I think that is most unfortunate.
However, since it has been decided that

this matter will be brought to a head in
the Senate, I wish to say that, since this
measure will not be passed by both
Houses at this session of Congress, re-
gardless of predictions by some who like

to indulge in wishful thinking, I desire
to have it clearly understood that one
benefit will come from this debate

—

namely, the American people will receive
a full disclosure of the arguments in
connection with this problem.

I hope that what I have said this after-
noon will assist in formulating public
interest along the right lines in connec-
tion with this most important problem.
The PRESIDING OFFICER. The

time available to the Senator from Iowa
has expired.

Mr. MILLER. Mr. President, I yield
the floor.

The PRESIDING OFFICER. Does
the Senator from Iowa withdraw his
amendment?
Mr. MILLER. I do.

The PRESIDING OFFICER. The
amendment of the Senator from Iowa
has been withdrawn.
Mr. JAVITS. Mr. President, I rise to

propound a parliamentary inquiry.
The PRESIDING OFFICER. The

Senator from New York will state it.

Mr. JAVITS. Is the pending question
on agreeing to the Anderson amendments
to the bill?

The PRESIDING OFFICER. That
is correct.

Mr. JAVITS. Mr. President, I call up
my amendment which is identified as
"6-29-62-B." I offer the amendment on
behalf of myself, the Senator from Ken-
tucky [Mr. Cooper], my colleague [Mr.
Keating], and the Senator from Cali-
fornia [Mr. KuchelL
The PRESIDING OFFICER. The

amendment will be stated.

The Legislative Clerk. It is proposed
to strike out section 1716, and insert in

lieu thereof the following

:

"choice op benefits

"Sec. 1716. (a) Any individual entitled to
health insurance benefits under section 1705
may elect, in lieu of the health insurance
benefits provided in other sections of this

title, to receive payment of insurance premi-
ium benefits.

"(b) For the purposes of this section 'pay-
ment of insurance premium benefits' means
payment to the insurance carrier to pre-
miums on a private health insurance policy
of which such Individual is the beneficiary,
but such payment shall not exceed $100 per
calendar year.

"(c) The term 'private health insurance
policy' means a health insurance policy
which (1) conforms with standards estab-
lished by regulations promulgated by the
Secretary, (2) is offered by an insurance or-
ganization licensed to do business in the
State wherein such policy is offered, (3) is

guaranteed renewable at the option of the
insured individual, (4) provides benefits
which the Secretary determines to be of a
value which is not less than the value of the
health insurance benefits provided in other
sections of this ti1Je» and (5) provides that
such organization will, after the expiration
of the usual grace period, notify the Secre-
tary of any lapse an payment of premiums
on such a policy by any individual eligible to
receive health insurance benefits under this
title. Such term shall include, with respect
to any individual eligible to receive such
benefits, any group policy if (i) such policy
otherwise conforms to the requirements pre-
scribed by the preceding sentence, and (ii)

such individual has been covered by such
policy for a period of not less than one year
immediately preceding the date he attains
65 years of age.

Mr. JAVITS. Mr. President, I give
notice that I shall substitute another
amendment for this one; and I ask unan-
imous consent that immediately after
the morning hour tomorrow, I may pro-
ceed in accordance with the unanimous-
consent agreement.
Mr. HUMPHREY. Mr. President, will

the Senator from New York withhold his
request for a moment?
Mr. JAVITS. Yes, Mr. President.
Mr. HUMPHREY. As the Senator

from New York may recall, immediately
after the morning hour tomorrow, the
nomination of Matthew H. McCloskey, of
Pennsylvania, to be Ambassador to Ire-
land, will be called up; that has already
been ordered. Therefore, will the Sena-
tor from New York modify his request
accordingly, so that following the vote
on that nomination, the Senator from
New York may proceed?
The PRESIDING OFFICER. Let the

Chair state that the Parliamentarian in-
forms the Chair that when the bill is

laid down tomorrow, unless the Senator
from New York uses the time available
to him tonight, he will automatically
have that time tomorrow.
Mr. JAVITS. And will I be entitled

to recognition to speak upon my amend-
ment at that time, before the recognition
of any other Senator to speak on my
amendment?
The PRESIDING OFFICER. As the

Chair understands, under the unani-
mous-consent agreement the Senator's
amendment is the pending business; and
on tomorrow, if he then seeks recogni-
tion, he will be entitled to it.

Mr. JAVITS. As soon as the unfin-
ished business is laid before the Senate?
The PRESIDING OFFICER. Yes.
Mr. JAVITS. Mr. President, I thank

the Chair; and I announce that I wish
to proceed in that way. I gather that
that has the concurrence of the acting
majority leader.

Mr. HUMPHREY. Yes.
Mr. President, I appreciate the action

of the Chair in clarifying the situation,

so that the Senator from New York
fully understands his rights under the
agreement. As I understand, after the
Senate acts tomorrow on the nomina-
tion of Mr. McCloskey to be Ambassador
to Ireland, the Senator from New York
will be entitled to the floor.

The PRESIDING OFFICER. Yes;
after the Senate acts on that nomination
and after the unfinished business is laid
down, the Senator from New York will

then be entitled to address himself to
his amendment.
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PUBLIC WELFARE AMENDMENTS
OF 1962

The PRESIDING OFFICER. The
Chair lays before the Senate the un-
finished business.
The Senate resumed the consideration

of the bill (H.R. .0606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
Mr. MORTON. Madam President,

there is some apprehension in the State
of Kentucky that the existing arrange-
ments for placement of children in foster
home care may be upset by the provi-
sions of H.R. 10606. The welfare func-
tions in Kentucky have been reorganized
on a number of occasions Until re-
cently the Department of Child Welfare,
which has had responsibility for place-
ment of children in foster homes, has
been in a separate agency from the one
which administers aid to dependent chil-
dren under title IV of the Social Security
Act. Within the past few months a
State statute has been passed which
places both of the former departments,
along with a number of other State
agencies, in what is termed a Health and
Welfare Agency. In view of the fact
that there have been a number of organ-
izational changes within recent years
some persons question whether even this

arrangement is likely to be a permanent
one, believing that the chance that it

will not is such that proper safeguards
to maintain existing practices in the
field of child welfare should be consid-
ered in relation to this bill.

It is my understanding from the De-
partment of Health, Education, and
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Welfare that insofar as can be deter-

mined, the new Health and Welfare
Agency would be considered a single

State agency responsible for both the ad-
ministration of the aid to dependent
children program and of the child wel-

fare services program. Under such cir-

cumstances, no problem would arise.

Public Law 87-31 of this Congress
deals with the subject of foster home
care of certain children and its provi-

sions in this respect would be made per-

manent by H.R. 10606. Among those

provisions is one for "use by the State

or local agency administering the State

plan, to the maximum extent practi-

cable, in placing such a child in a foster

family home, of the services of employ-
ees, of the State public welfare agency
referred to in section 522(a)—relating

to allotments to States for child welfare

services under part 3 of title V—or of

any local agency participating in the

administration of the plan referred to in

such section, who perform functions in

the administration of such plan." This
provision would seem to assure that so

long as the health and welfare agency

is responsible for the administration of

both the aid to dependent children pro-

gram and the child welfare services pro-

gram that there would be maximum
utilization of the child welfare services

program and that there would be no
threat to existing arrangements.

Moreover, the Senate Committee on
Finance adopted an amendment to H.R.
10606—section 155 of the bill under
consideration—which permits the re-

sponsibility for placement and care of

children in foster homes to be the re-

sponsibility of an agency other than the

agency responsible for the administra-

tion of aid to dependent children if such
agency is a public agency which has in

effect an agreement with the agency
administering title IV, the aid to depend-
ent children program, which assures a
suitable plan for the children. This
latter section would be in effect for 1

year ending with the close of June 30,

1963. For that year and on a continuing

basis if the section is continued, the role

of the child welfare services agency
would seem to be assured whether it

remains a part of the health and wel-

fare agency of the State or if some fur-

ther reorganization should take place,

since maximum utilization would be re-

quired for the services of the Department
of Child Welfare under section 408 and
even though separate from the agency
responsible for administering aid to de-

pendent children it would be authorized

to operate under an agreement with
such agency if the amendment adopted
by the Committee on Finance becomes
law. Under these circumstances, it is

unthinkable that a traditional respon-
sibility for placement by the child wel-
fare services agency would be upset by
the enactment of this legislation.

WHAT PRICE FOR MEDICARE?

Mr. BENNETT. Madam President,

this discussion of providing certain
health-care benefits to our senior citi-

zens has not to date adequately touched
upon what I regard to be one of the
significant points with which this body

should be concerned. We have heard
discussion of the needs of our senior

citizens and we have had presented to

us a number of proposals for accom-
plishing this purpose. I repeat, how-
ever, that the most essential factor has
been missing in all the discussion of the

last few days. I refer to the cost of pro-
viding benefits of the type proposed by
the Senator from New Mexico and sev-

eral of his colleagues.

The Social Security Administration,
and particularly its Actuary, whom we
have all long since come to admire for

his ability and knowledge in the area of

forecasting costs of providing social se-

curity annuity coverages, has no first-

hand knowledge of the cost of providing
health-care benefits. While it is true

that the social security program has a

history of workability, never has it been
tested with a provision of handling
health care on a service basis. I take
exception, therefore, to the statement
that we can rely upon the tried and
tested social security mechanism. This
mechanism has never been either tried

or tested in an area such as we are dis-

cussing today.

COSTS ARE UNPREDICTABLE

The uncertainty of the costs of pro-
viding these health-care benefits is

shared by the Chief Actuary of the Social
Security Administration. In a document
published last July by the Department
of Health, Education, and Welfare, this

uncertainty of predicting costs for med-
ical-care benefits is stated in concrete
terms. Let me quote a few key phrases
of this Actuarial Study No. 52. In this

document the following is stated:

Long range actuarial cost estimates, by
their very nature, can present the general
range of costs but cannot be a precise fore-

cast of future experience.

The report states:

Nonetheless, precise estimates are not
possible because of such unknowns as the
extent of hospital utilization by persons who
have not had insurance in the past, but who
would have benefit coverage under the pro-
visions of the bill.

Further:
Another major difficulty in making costs

estimates for hospitalization benefits is the
extent to which hospital costs will rise in
the future.

These qualifications which the chief

actuary has been careful to spell out,

and I commend him for this, have been
lost sight of as we glibly talk about pro-
viding health care benefits at a cost of

one-half or 1 percent of a $5,200 payroll

base.
In view of the lack of experience of

the Social Security Administration in

this particular area, are we risking a
serious blow to the social security mech-
anism without careful examination of

the true cost level? Is there any group
which has adequate experience in pro-
viding health care benefits, and has such
a group made such experience available

to the Congress?
There is, of course, such a group. I

refer to the health insurance business,

including insurance companies as well

as the Blue Cross and other such plans.

Health insurance has been provided to

the American public, in one form or an-
other, since before the turn of the cen-
tury. Currently, some 136 million
Americans of all ages have some form
of voluntary health insurance and in

many instances a major portion of the
premium for such protection is provided
by the employer. In fact, in excess of 9

million of our current senior citizens

have this protection and this 9 million
figure is 3 times what it was several years
ago.

INSURANCE INDUSTRY VERSUS GOVERNMENT
ESTIMATES

Now, what does the insurance business
say about the true cost of providing bene-
fits such as are contained in the amend-
ments proposed by Senator Anderson
and his colleagues? Last July, in an ap-
pearance before the House Committee
on Ways and Means, the insurance busi-
ness presented detailed actuarial cost
estimates for these benefits. They were
testifying, of course, with respect to H.R.
4222. Since the benefits proposed by
the junior Senator from New Mexico
with respect to the OASI population are
essentially the same as those contained
in H.R. 4222, these estimates are appli-
cable.

Let me recite the nature of the dollar
differences as well as the tax require-
ments as between actuaries experienced
in providing medical insurance benefits
and Government statisticians with no
such experience.

First. Benefits provided under H.R.
4222 would cost $2.2 billion in 1963 as
compared with the administration's esti-

mate of $1 billion. In 1964, with the
nursing home provision available for the
entire year, the total cost would rise to

$2.5 billion. The administration's esti-

mate for this year is again $1 billion.

Second. By 1983, the anual cost of

H.R. 4222 would be $5.4 billion while the
administration has estimated that by
1990 costs will reach only $2V2 billion.

Third. The level premium costs of H.R.
4222, as defined by the Social Security
Administration, are 1.66 percent on a
$5,200 taxable earnings base while the
administration's estimate is only 0.66

percent. While it is not strictly com-
parable, the administration estimates
this level premium requirement basis. In
our judgment, this is unrealistic.

The insurance companies' estimates
are based upon the actual claim experi-
ence of insurance companies as well as
Blue Cross and Blue Shield plans gath-
ered by the New York State Insurance
Department. Its long experience would
indicate that this substantial actual
data is far more reliable in predicting
cost than is unverified data obtained
from household interviews of a limited
sample of the aged population as is the
case of the data of the administration.
ADMINISTRATION'S ESTIMATES UNREALISTIC

In the opinion of insurance actuaries,

the administration has greatly over-
estimated the effect of the deductible.

Further, the administration's estimate
of cost has not made an adequate al-

lowance for future increases in hospital
and related health care costs.

Furthermore, it is believed that the
administration's cost estimates have not
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been realistic as to the ultimate costs

of the skilled nursing home benefits.

As the Senate is well aware, OASDI
taxes prior to this year are scheduled to

reach 9 J/4 percent in 1968. Within 6

years it is the estimated cost of H.R. 4222

added to the 9.25 percent tax rate, work-
ers earning up to $5,200 per year would,

jointly with their employers, be subject

to total OASDI taxes of 10.91 percent.

Secretary Ribicoff has indicated that a
10 percent total social security tax rate

appears to be about the maximum which
should be imposed. Based on these esti-

mates, the addition of health care

benefits would result in a total OASDI
tax. which would exceed this practical

limit.

It is well to observe that this esti-

mated tax of nearly 11 percent would
cover only those benefits provided and
beneficiaries presently eligible under
H.R. 4222. Once enacted, pressures

would be engendered to remove the

present deductible provision, to cover

more forms of health care to provide

care for longer periods of time, and to

lower the age limit.

Although I am no actuary, I have spent

time in a careful reading of the actuarial

appendix filed by the insurance business.

This analysis is based, as I have indi-

cated, upon actual claim experience of

insured lives under both insurance com-
pany policies as well as those of Blue
Cross and Blue Shield plans. Such ex-

perience indicates a hospital utilization

rate per aged person per year ranging
from 2.6 days at the lower ages to 6.0

days at ages 80 and over. According to

the American Hospital Association, the
average cost per day in a hospital in

1960 was about $32. Hospital costs have
been rising annually at an average in-

crease of about 7 percent. Assuming
that such per diem costs increase by
only 5 percent between 1960 and 1964,

the cost per day in a hospital should be
about $38 in that year. A projection of

the cost per day and the aforecited hos-
pital utilization by the aged produces
the estimated costs predicted by the in-

surance business.

The Government's statisticians, on the
other hand, have used a hospital per
diem of about $29, and let me call your
attention to the fact that this per diem
that they have used is even less than the
actual costs in a hospital today, let alone
what it will be by 1964. The Govern-
ment's statisticians have based their

hospital utilization on information ob-
tained in a survey conducted 6 years ago
among some 5,000 OASI beneficiaries. In
that survey, such persons were • asked
how frequently they went to a hospital
and how long they stayed. Statistical

experts tell me that the range of sam-
pling error, memory error, and other
such factors make surveys of this type,
for purposes of predicting hospital utili-

zation, completely unreliable. This is

one major reason why the insurance
business believes that the Government
has underestimated the true costs of the
health care benefits.

COSTS THREE TIMES PREDICTION

There are a number of other reasons

why the true cost will be about three

times what some Government statisti-

cians predict. Again, the Government
people have used household interview

material, and in this instance, a survey
among about 600 persons, to measure the

financial effect of the up to $90 deducti-

ble contained in the health care benefit

provisions. The insurance business, on
the other hand, utilized actual claim ex-

perience with deductible provisions.

They note with exactitude that the finan-

cial effect of the deductible will be con-
siderably less than that predicted by the
administration. This represents a sec-

ond reason for the understatement of the
Government's estimates.

A third reason for the understatement
rests in the fact that there will always
be a certain amount of what insurance
actuaries call "extra utilization and
longer hospital stays" under a goverrf-

mental program as compared with a pro-
gram of insured lives. Governmental
programs in Saskatchewan, British Co-
lumbia, Great Britain, and elsewhere,
have all experienced considerable in-

creases in utilization over what existed

prior to the organization of the plans.

The insurance business, in developing its

estimates, added an allowance of 5 per-
cent for such extra utilization. There is

no evidence that any similar allowance
was provided for by the Government's
statisticians.

A fourth and perhaps the most signi-

ficant reason why the half of 1 percent
is not realistic lies in the area of future
hospital costs. The cost per day in a
hospital, as I hnve indicated, has been
rising by some 5 to 7 percent a year. All

knowledgeable authorities in the hospital
field predict a continuance of this yearly
percentage increase for the foreseeable
future. In fact, Assistant Commissioner
of Health, Education, and Welfare Wil-
bur Cohen, himself, has testified before
a governmental body to this very effect.

Built into the insurance business' esti-

mate therefore is an allowance for future
increases in the cost of a day in hospital.

No similar allowance is contained in the
Government's estimate of the cost of
these benefits. In fact, and I repeat,
the hospital per diem amount used by
the Government is actually less than
what is being charged for a day in hos-
pital today.
ANDERSON PROPOSAL INADEQUATELY FINANCED

There are a number of other reasons
contained in this actuarial study which
make me feel that the cost aspect of
these health care benefits is an over-
whelmingly important matter for the
Senate to consider. If this amendment
to H.R. 10606 with its present proposal
of financing the benefits of a half of 1

percent is passed, I
.

predict that within
a short period the administration will

be back with a request for an increase
in the tax, or else benefits will be paid
out via further deficit financing.
My comments to this point have been

concerned with only that portion of the

proposal of the Senator from New Mex-
ico which have to do with the OASI
aged population. The Senator proposes
to provide these same health care bene-
fits to the non OASI aged at a net cost

to the Government of $50 million per
year. I have studied this figure with
some care and I cannot conceive of such
a small amount. Where he predicts a
gross cost of a quarter of a billion dol-

lars, I have good reason to feel the gross
cost will approach half a billion dollars

per year with a net cost of about a third
of a billion dollars. I have equally good
reason to feel that this third of a billion

dollars which will have to be paid out of

the Treasury each year will not wash
itself out in a few years but will con-
tinue into the indefinite future. Let me
recite the reasons why I feel this aspect
of the cost of HJft. 10606 is equally un-
sound.

ERRORS IN ANDERSON'S ESTIMATES

With respect to the cost of providing
benefits to non OASI eligibles, the Sen-
ator from New Mexico

—

Congressional
Record, June 29—assumes a cost of $259
million to provide coverage to "2% mil-
lion aged people." The Senator indi-
cates that the net cost of covering such
aged persons would be only $50 million
in that the Government would derive
a savings of some $200 million via lesser
payments under public assistance and
veterans programs. These estimates are
totally unrealistic for reasons outlined
below.
The Senator's estimates are erroneous

because

:

First. He has understated the num-
ber of aged persons not eligible for either
OASI or railroad retirement benefits.

Second. He has understated the cost
of providing health benefits to those
eligible under this provision of his
amendment.

Third. He has overstated the savings
which the Government would realize
under its public assistance and veterans
programs.
With respect to the number of aged

who would be eligible, the Senator from
New Mexico derives his figure as fol-
lows. As of January 1964, there will be
17.9 million aged persons. Of this
number, he says, a quarter of a million,
while not eligible for either social
security or railroad retirement, would
be covered under the Federal civil

service governmental health insurance
plan. Subtracting this quarter of a
million, he incorrectly arrives at 17V2
million. He then indicates that about
15 million aged persons are eligible for
either social security or railroad retire-
ment, leaving a remainder of 2y2 mil-
lion aged persons who would require
health care benefits to be financed from
general revenue. According to the
Social Security Administration, Depart-
ment of Health, Education, and Wel-
fare, there will be 17.9 million persons
at age 65 and over on January 1, 1964.
Excluding the quarter of a million

Federal civil servants—even this figure
may be high—leaves a remainder of
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17% million—17 V2 million. According
to the same governmental sources,

there will be 14.4 million aged persons
eligible for OASI and an additional

quarter of a million for railroad retire-

ment benefits—not already include un-
der OASI. By subtraction, there re-

mains 3 million aged persons not cov-
ered by either OASI, railroad retire-

ment, or having benefits by reason of

being Federal civil servants, who would
qualify for health care benefits from
the general revenue.

SAVINGS OVERESTIMATED

The junior Senator from New Mexico
estimates that the cost of caring for each
non-OASI eligible would be $100. The
insurance business has presented de-
tailed actuarial cost estimates to the
effect that the cost per OASI eligible

should approximate $141 in 1964. The
non-OASI aged population is, accord-
ing to governmental estimates, a signifi-

cantly higher age group than is the
OASI aged population. This being the
case, the cost per person among the
non-OASI aged should be even higher
than $141. Apart from this, and using
a base cost of $141 per person, with an
allowance of 10 percent for the cost of

administering these benefits, the cost in
1964 for providing health benefits to the
non-OASI eligible population should ap-
proximate $465 million—compared with
the Senator's estimate of $250 million.

We are unable to substantiate the basis
for the Senator's estimate that this as-

pect of his proposed program would re-

sult in a savings of $200 million.

There is a presumption that such an
estimate is unduly optimistic. Accord-
ing to the Social Security Administra-
tion, public assistance expenditures for
general hospital care in 1960 totaled $100
million. Such expenditures were for
aged persons under old-age assistance of
which about one-third are also covered
under OASI. If it is assumed that the
OASI and non-OASI public assistance
recipients used hospital care at about
the same amounts, then about $67 mil-
lion was expended by both Federal and
State Governments to provide general
hospital care in 1960. The Federal Gov-
ernment's share of this $67 million ap-
proximates $45 million, or two-thirds.
In 1960, the Veterans' Administration
spent $165 million for general hospital
care. It is to be noted that the very
large majority of veterans are covered
under OASI. The saving to be derived
by way of this program is, therefore,
questionable.

Apart from the above, and accepting
the $200 million savings—as indicated
this is very likely too high—we estimate
the net cost to the Federal Government,
for providing health benefits to the non-
OASI aged population, to be $265 million
in 1964 with the likelihood that this
figure could well be in excess of one-
third of a billion.

NOW OASI AGED COSTS WILL CONTINUE

One other aspect of the Senator's es-
timate is open to question. The Senator
indicates, in the aforestated Congres-
sional Record, that the "annual cost of
the provision would drop sharply—and
eventually wash out altogether." It is

difficult to accept this statement in light

of the fact that, according to the Social
Security Administration, there would
still be by the year 1980, 217 million aged
persons not eligible for OASI benefits.

By that year, according to the insurance
business' estimate of the cost of provid-
ing such health care benefits, the cost
per person will be in excess of $200.
Thus, 16 years from now the Federal
Government would still be providing,
from the general revenue, approximately
one-third of a billion dollars to provide
coverage to this group of the aged pop-
ulation.

Madam President, the Senate of the
United States has a history of careful
thought prior to approving any piece
of legislation. Since the Anderson
amendment is a fiscally unsound pro-
posal, I urge its rejection by this body.
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PUBLIC WELFARE AMENDMENTS OF
1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the So-
cial Security Act, and for other purposes.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment of the Senator from New York
[Mr. JavitsI.
Mr. JAVITS. Madam President, I

send to the desk a modified amendment
and ask that it be stated.

The PRESIDING OFFICER. The
modified amendment of the Senator from
New York will be stated.

Mr. JAVITS. Madam President, I ask
unanimous consent that reading of the
amendment may be dispensed with, and
in lieu of reading, that an explanation
of the amendment be printed as part of
my remarks.

The PRESIDING OFFICER. With-
out objection, reading of the amendment

is dispensed with, and the amendment
and explanation may be printed in the
Record.
The modified amendment is as follows

:

On page 14, line 17, insert "after December
1963" after "month".
On page 15, lines 8 and 9, strike out "(as

denned in section 210 (i) ".

On page 23, between lines 11 and 12, Insert
the following:

"States and United States

"(h) The terms 'State' and 'United States'
shall have the same meaning as when used
in title II."

Beginning with line 1, page 45, strike out
all to and including line 5, page 49, and insert
in lieu thereof the following:

"OPTION TO BENEFICIARIES TO CONTINUE PRIVATE
HEALTH INSURANCE PROTECTION

"Sec. 1716. (a) In lieu of payments to a
provider of services under an agreement un-
der this title, payments may be made to an
eligible carrier under an approved plan with
respect to services, for which payment would
otherwise be made under the preceding pro-
visions of this title (hereinafter in this sec-
tion referred to as 'reimbursable health serv-
ices' ) , which are furnished by such provider
of services to any individual entitled to
health insurance benefits under this title if

such individual elects to have payment for

such services made to such carrier.

"(b) (1) An individual may make an elec-
tion under subsection (a) with respect to the
approved plan of an eligible carrier only If he
was covered by an approved plan of such
carrier (or an affiliate thereof) continuously
during whichever of the following periods is

applicable

—

"(A) if the month in which such indi-
vidual becomes entitled to health insurance
benefits under this title is any month in
1964 or January, February, or March of 1965,

the 90-day period ending with the close of
the month before such month, or

"(B) If the month in which he becomes
so entitled is April 1965 or a subsequent
month, the period beginning January 1,

1965 and ending with the close of the month
before the month in which he becomes so
entitled or, if shorter (i) in the case of a
plan meeting the requirements of clause
(A), (B), (C), or (D) of subsection (c)(5),
the one-year period ending with such close

of such month, or (li) in the case of a plan
meeting the requirements of clause (E) of
such subsection, the 2-year period ending
with such close of such month.

"(2) An individual may make an election
under subsection (a) in such manner and
within such period as the Secretary may pre-
scribe, but in no event more than 3 months
after the month in which such individual
becomes entitled to health insurance ben-
efits under this title; and an individual shall

be permitted only one such election. An
election so made may be revoked at such
time or times and in such manner as may be
so prescribed, and shall be effective at the
end of the 90-day period following such
revocation or, if later, the end of the benefit
period (as defined in section 1704(c) ), if any,
of the individual during which such revoca-
tion is made or, if a benefit period begins
during such 90-day period, the end of such
benefit period.

"(c) To be approved for purposes of this

section with respect to an individual, a plan
must

—

"(1) be an insurance policy or contract,
medical or hospital service agreement, mem-
bership or subscription contract, or similar
arrangement provided by a carrier for the
purpose of providing or paying for some
medical or other type of remedial care;
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"(2) with respect to the period before an
individual becomes entitled to health in-
surance benefits under this title, include
provision of, or payment for the cost of

—

"(A) Inpatient hospital services, with no
greater deductible and limitations than are
applicable in the case of inpatient hospital
services which constitute reimbursable
health services, or

"(B) in the case of a plan meeting the
requirements of clause (A), (B), (C), or
(D) of paragraph (5), inpatient hospital
services to the extent provided in subpara-
graph (A), but without application of the
deductible under section 1704(a)(1) and
with a limitation of forty-five days on the
duration of such services;

"(3) with respect to the period during
which an individual is entitled to health
insurance benefits under this title, include
provision of, or payment to providers of

services for the cost of

—

"(A) all reimbursable health services, or
"(B) in the case of a plan meeting the

requirements of claus (A), (B), (C),or (D)
of paragraph (5) , such reimbursable health
services, but without application of the
deductible under section 1704(a) (1) and
with a limitation of forty-five days on the
duration of inpatient hospital services;

"(4) include provision of, or payment for

part or all of the cost of, some additional
medical or other type of remedial care not
included as reimbursable health services;

and
"(5) (A) be a group plan, or a continua-

tion of a group plan which is available to
individuals on conversion of a group plan
after their separation from the group, or (B)
be issued by a corporation, association, or
other organization which is exempt from
income tax under section 501(c) of the In-
ternal Revenue Code of 1954, or (C) be a
prepayment group practice plain, or (D) be
a plan which the Secretary determines, on
the basis of available data, is likely to re-

sult in a ratio of acquisition costs to pay-
ments with respect to the cost of medical
or any other type of remedial care which
is not greater than the ratio of such costs

to such payments in the case of most of the
group plans approved under this section, or
(E) in the case of a plan which does not
come within clause (A), (B), (C), or (D),
be issued by a corporation, association, or
other organization which (i) is licensed in
the 50 States and the District of Columbia
to issue insurance covering all or any part
of the cost of medical or any other type of
remedial care and, in the most recent year
for which data are available, has made pay-
ments with respect to the cost of such care
aggregating at least 1 percent of all such
payments in the 50 States and the District

of Columbia, or (ii) is determined by the
Secretary to be national in scope,, or (ill)

is licensed to issue'insurance covering part
or all of the cost of such care in the State
with respect to which it requests eligibility

hereunder and, in the most recent year for
which data are available, has made payments
with respect to the cost of such care aggre-
gating at least 5 percent of such payments in
such State.

"For purposes of paragraph (5)—
"(6) a 'group plan* issued in any State is

a plan which meets the requirements estab-
lished by the law of such State for such
plans or, in- the case of a plan in a State in
which there is no State law establishing re-

quirements for such plans, which

—

"(A) is issued to employers for their em-
ployees, or to unions for their members, or
to other associations for their members who
are bound together by a single, mutual in-
terest other than insurance, and
"(B) covers at least 10 persons in the

group;

"(7) the 'acquisition costs' of a plan are
costs directly related to the sale of cover-
age under such plan to individuals, includ-

ing costs such as costs of advertising, com-
missions and salaries of agents, and salaries
and other expenses of field staff directly in-
volved in the sale of coverage under the
plan.

"(d) A carrier shall be eligible for pur-
poses of this section if it

—

"(1) is a corporation or other nongovern-
mental organization which is lawfully en-
gaged in issuing plans described in subsec-
tion. (c)(1) in the State with respect to
which it requests eligibility under this
section;

"(2) agrees that any information provided
in connection with any approved plan will
be accurate and complete;

"(3) agrees, in the case of any individual
who has made an election under this sec-
tion with respect to an approved plan and
who revokes such election (including termi-
nation of such coverage by such individual
or the carrier), to continue to make pay-
ments under such plan with respect to him
until his revocation is effective (or would
be effective if such termination were con-
sidered a revocation) as provided in sub-
section (b) (2);

"(4) agrees to provide the Secretary, on
request, such reports as may reasonably be
necessary to enable him to determine the
amounts due, under any plan with respect
to which an election has been made under
this section, on account of reimbursable
health services and the administrative ex-
penses of the carrier in connection there-
with, and agrees to permit the Secretary to
determine the accuracy of such reports;

"(5) agrees to make payments for re-
imbursable health services to providers of
services, or to provide reimbursable health
services, with respect to individuals who
have made an election under this section
in the same amounts, under the same con-
ditions, and subject to the same limitations
as are applicable in the case of such services
for which payments are made under the
preceding sections of this title; and

"(6) agrees not to impose any fees, pre-
mimums, or other charges with respect to
reimbursable health services for individuals
entitled to health insurance benefits under
this title.

"(e) If a plan ceases to be approved under
this section or a carrier ceases to be an
eligible carrier or ceases to do business, any
individual who has made an election under
this section and is covered by such plan or
by a plan of such carrier shall be deemed to
have revoked his election under this section
and such revocation shall, notwithstanding
subsection (b)(2), be effective immediately
upon such cessation; except that the limita-
tions applicable under such plan shall apply
with respect to the benefit period (as defined
in section 1704(c) ) , if any, of such individual
existing at the time of such cessation.

"(f)(1) An eligible carrier shall be paid
from time to time amounts equal to the pay-
ments made or the cost of services provided
by it for reimbursable health services under
approved plans with respect to individuals
who have made an election under this sec-
tion, and in addition, such amounts as the
Secretary finds to be the administrative costs
of such carrier which are reasonably neces-
sary to the provision of or payment for the
cost of reimbursable health services for such
individuals under an approved plan, except
that such additional amounts for any year
may not be more than 50 per cent greater
than the comparable part of the cost of ad-
ministration of this title.

"(2) In the case of a plan to which sub-
paragraph (B) of subsection (c)(3) is ap-
plicable, the limitations and conditions of
payment for reimbursable health services
under the preceding sections of this title

shall be modified in accordance with such
subparagraph; and for such purposes the
maximum units of reimbursable health serv-
ices (within the meaning of section 1704(b)

)

for which payment will be made under this
title shall be 105 units."

The explanatory statement submitted
by Mr. Javits is as foLows:
Explanation of the (Javits, Cooper,
Kuchel, Keating) Amendment to the
Anderson Amendment to H.R. 10606,
Striking and Inserting a New Section
1716 "Option to Beneficiaries To Con-
tinue Private Health Insurance Pro-
tection"

The purpose of this amendment is to offer

the individual an opportunity to purchase
or continue a private health care plan which
would give him the statutory benefit of 90
days of hospitalization with a deductible, or
under group and similar plans 45 days of
hospitalization with no deductible, in addi-
tion to other health care benefits.

The amendment permits any individual
entitled to health insurance benefits for the
aged, under proposed title XVII of the So-
cial Security Act, at his option to elect to
have payment for those benefits he uses be
made to an eligible private carrier under
an approved plan.
An approved plan must include the bene-

fits under the statutory plan plus some other
health care benefits to be provided by the
private carrier. Except that as an option in
place of the 90-day hospital benefit "With a
deductible of $10 a day for 9 days, specified
private plans could offer a 45-day hospital
benefit with no deductible.
Qualified to offer the option of either the

90-day hospitalization benefit with the de-
ductible, or the 45-day hospitalization bene-
fit paying "first costs," would be group in-
surance plans, prepayment group practice
plans, nonprofit plans, and plans (generally
"mass enrollment" plans) having acquisi-
tion costs comparable to those of approved
group plans. Other nongraup plans must
offer the 90-day hospital benefit, and could
qualify if the carrier did business in the 50
States and wrote at least 1 percent of the
health insurance business, was determined
by the Secretary to be otherwise national in
scope, or did at least 5 percent of the health
insurance business within a State in which
it sought to write business under this bill.

Private plans must include medical or

other health benefits in addition to those
reimbursed by the Government. No fee,

premium, or other charge to the individual
could be made for the reimbursable bene-
fits. The carrier would be paid the reason-
able administrative costs of providing the
reimbursable benefits, but not to exceed
150 percent of Government costs for the
same functions.

An individual must make the election to

continue a private health plan within 3
months after becoming entitled to health
insurance benefits, and is permitted one
such election; he may later revoke that elec-

tion if he desires. He must have been cov-
ered by the approved plan for 1 year prior

to becoming eligible for health insurance
benefits in the case of group and nonprofit
plans, and for 2 years in the case of commer-
cial individual policies (except that coverage
for 90 days is sufficient for those becoming
eligible prior to April 1965, and coverage
beginning January 1, 1965, is sufficient for
those becoming eligible in or after April
1965, if less than 1 or 2 years)

.

The private plan is required to include
only the 90- or 45-day inpatient hospitaliza-
tion benefit during the period before the in-
dividual becomes eligible under the
program; after he becomes eligible, the plan
must also provide all auxiliary benefits such
as skilled nursing facility, home health, and
outpatient hospital diagnostic services.

Mr. JAVITS. Madam President, the
amendment would amend the Ander-
son amendments which are pending be-
fore the Senate, and is the definitive
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provision for an option to beneficiaries

to continue private health insurance pro-

tection, which has been under discussion

for a number of days, to replace that
part of the bill which relates to the
subject.
The reason for submitting the amend-

ment at this time is to perfect the An-
derson amendments, in view of the fact

that it is well known to all Senators that
the Senator from Massachusetts [Mr.
Saltonstall], the Senator from Con-
necticut [Mr. Bush], and perhaps other

Senators will be proposing complete sub-
stitutes for the consideration of the Sen-
ate. It is therefore important that the

Senate have before it the definitive pro-
visions of the measure offered by the

Senator from New Mexico [Mr. Ander-
son] when it considers substitutes. It

is my belief that the amendment which
I am submitting is acceptable to the
Senator from New Mexico [Mr. Ander-
son]. Obviously there will be adequate
opportunity to debate its merits pro and
con as we go along and to debate the
amendments of the Senator from New
Mexico. I therefore hope that I may
make a brief explanation of my amend-
ment. As I understand, the Senator
from Massachusetts [Mr. Saltonstall]
is prepared to present his substitute.

Mr. ANDERSON. Madam President,

will the Senator yield?

Mr. JAVITS. I yield.

Mr. ANDERSON. I wish to say to the

Senator from New York that I appreciate
very much his consideration of the
amendment. I appreciate the many long
hours he has put into it, along with
many of us. This is the matter having
to do with options. If the Senator from
New York is agreeable, I would be happy
to modify my amendment to include the
text of the amendment that he has sub-
mitted as his amendment.
Mr. JAVITS. I ask only that the Sen-

ator from New Mexico indulge the Sena-
tor from New York for about 10 minutes
while I explain my amendment. Then
I shall be glad to have the Senator do
that.

Mr. ANDERSON. Will the Senator
permit me to make two other modifica-
tions?

Mr. JAVITS. Certainly.

Mr. ANDERSON. Madam President,

I also send to the desk an amendment
to the Anderson amendment identified

as "6-29-62—A," which reads:

On page 21, lines 17 and 18, strike out
"decision of the physician members" and in-

sert in lieu thereof "finding (after oppor-
tunity for consultation to such attending
physician) by the physician members".

On page 23, line 10, insert "(after oppor-
tunity for consultation to such attending
physician) " after "finding".

On page 28, line 6, insert "(by the physi-
cian members of the committee or group)"
before "pursuant".

The amendment would make it clear
that the patient's physician would be
consulted before the hospital staff com-
mittee or other groups reviewing utiliza-

tion makes a finding that the patient's

continued stay in a hospital or skilled

nursing facility is not medically neces-
sary. It was expected that such consul-
tation would take place as a matter of

eourse. However, so that there can be
no question or misunderstanding, my
amendment is modified to that extent.

I also send another amendment to the
desk. This is an amendment to the
Anderson amendment identified as "6-

29-62—A" which reads:

One page 75, line 13, insert "and use of the
option" after "deductibles".

I modify my amendment to that ex-
tent. I am very happy to accept the
language of the Senator from New York.

I modify my amendment further by
striking' the original language and
putting in the option language which has
been the result of many hours of

thoughtful and faithful consideration
of this problem in an attempt to en-
courage free enterprise as much as pos-
sible. I thank the Senator from New
York and his associates for the many
hours of work that they have devoted to

the preparation of the option.
Mr. JAVITS. Madam President, I

yield myself 10 minutes. Unless other
Members of the Senate desire to be heard
in connection with the amendment
which I have sent to the desk, at the
conclusion of my remarks, I will yield

back the balance of my time, because I

understand the Senator from Massa-
chusetts [Mr. Saltonstall] desires to

proceed.
Madam President, the health care in-

surance bill in which I and my Repub-
lican colleagues have joined with Sen-
ator Anderson is the inclusive and most
comprehensive bill on medical care for

the aging to come before the Congress.
It goes far beyond the original King-
Anderson proposal and incorporates the
essential principles which my colleagues
and I have been working for and which
are consistent with the declarations of

tne 1960 Republican platform.
Madam President, I should like to em-

phasize to the Senate that "this is it,"

so far as the Anderson proposal is con-
cerned. This is the definitive package
which we hope the Senate will accept.
Madam President, what has been

achieved? First, all persons who are 65
years of age and older are now entitled

to health care benefits under the bill, in-
cluding those who are not presently
covered by social security. This brings
into the programs an estimated 3 mil-
lion persons who would have been ex-
cluded under the old King-Anderson bill.

Of great importance, too, is the new
provision establishing a separate medical
trust fund for purposes of financing this

program. We shall be able, then, to see
exactly how much has been collected,

how much paid out for this medical
care program, and how much it is cost-
ing the social security system.
A third principle which I have main-

tained refers to State administration,
and a measure of such State participa-
tion has also been provided as well as
private administration of the Govern-
ment program.
An opportunity is also given to indi-

viduals to select or continue their private
insurance plans.
This amendment may be termed the

"freedom of choice" amendment. It

gives private enterprise a considerable
share on a voluntary basis in the health

care program, by substantially liberaliz-
ing the option to beneficiaries in section
1716 of the bill now before us and by
offering a choice of hospital benefit pro-
grams which a beneficiary thinks is best
suited to his needs.
In addition, this private health insur-

ance protection, which would give the
individual much more than the statutory
benefits, would actually cost the indi-
vidual much less than he would other-
wise have to pay for such increased pro-
tection because the carrier would not be
permitted to charge a premium for that
part of the health insurance benefit
which is reimbursable by the Govern-
ment.
The amendment introduced by my Re-

publican colleagues strikes out the pres-
ent section 1716 in the pending amend-
ment and substitutes under the same
heading another provision. It adds to
the private insurance option for indi-
viduals now in the bill, which must con-
tain the same benefits as the statute
makes generally available, an alternative
preventive care benefit program. This
is a truly preventive care option which
has as its base the actuarial equivalent
of the proposed statutory benefits and is

offered to groups, mass enrollment and
nonprofit plans; it features 45 days of
hospital coverage without any deducti-
ble.

This is in addition to other benefits.

I cannot emphasize too strongly the
critical importance of what has been ac-
complished.
Thus the individual has the freedom to

choose between continuing his private
insurance protection with a choice of
benefit programs or the standard pro-
posed statutory benefits program. The
private insurance carrier has an un-
precedented opportunity to provide as
an addition—for a fair premium—a well-
rounded preventive care health program.
A policy could be written to contain the
following as sample benefits, according
to reliable estimates

:

For a premium of $7.50 a month per
person, built upon the basic coverage
which will be provided by the bill, there
can be added to the basic coverage any
number of doctors' visits at home or of-
fice, for which the carrier will pay $6
toward the office visit, and $4 toward
the home visit.

Also, there will be -provided, in addi-
tion, diagnostic, X-ray, and laboratory
fees on a schedule of items costing from
$2 to $50.

Also surgery in or out of the hospital,
from $350 on a schedule of items.

Also specialist consultation of $15 to

$25.

Madam President, based upon the
same estimates, for only $3.30 a month,
the carrier could offer on a similar basis

:

Out-of-hospital diagnostic services.

Surgery.
Medical care in the hospital.

These extremely generous programs,
which have been prepared for me by a
health insurance organization, carry out
the geriatrics emphasis on preventive
care and could thus result in a substan-
tial reduction in the hospital utiliza-

tion—and subsequent lower cost to the
Government—if participated in on a
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large scale. They preserve the doctor-

patient relationship, provide for com-
petition and give private enterprise a
tremendous incentive to participate in

this vast health care effort. Let no one
regard the benefits program I have out-
lined as the last word. Even it can be
improved, and I think that private en-
terprise has the creativeness to come up
with many different kinds of valid bene-
fits that are possible in this context.

Since this bill would go into effect on
January 1, 1964, the individual bene-
ficiary must hold his private insurance
or group plan for at least 3 months prior

to the time he becomes eligible for social

security benefits during the first year
and quarter after December 31, 1963, or

for 1 year after March 1965.

After the individual becomes entitled

to social security benefits or reaches age
65, if he is not covered by social secu-

rity, his private insurance plan would
also have to provide all the other statu-

tory health benefits, such as skilled nurs-
ing facility, home health services and
outpatient hospital diagnostic benefits.

If the beneficiary become hospitalized,

the Government would reimburse the

carriers for the cost of the statutory

benefits or the equivalent 45-day hos-
pital plan. The carrier would also be
paid for its reasonable administrative

costs in connection with the benefits for

which it is reimbursed but not over iyz
times the estimated cost of administra-
tion to the Federal Government. No
premiums or other fees would be charged
to beneficiaries in connection with these

reimbursable health services.

This amendment thus makes it pos-

sible and attractive for private enter-

prise to take a substantial role in this

great nationwide effort. It means, fur-

ther, that health care insurance is not
going the road of socialized medicine,

as its critics have charged, nor in fact

a road comparable in substance to that
pursued in other countries.
The proposal now before the Senate

is a distinctly American approach to a
problem which all of us recognize. The
fact is—and it cannot be repeated too
often—that our older citizens need more
medical care at a time when their in-

comes and earning power are too low for

them to be able to afford the kind of

care they need.
With this amendment in the bill we

stand on the threshold of a new era in
American health care. It is tremen-
dously gratifying to me that we have
reached this point. For many years I
have supported a program of health care
insurance for the aging, because I be-
lieve it is an urgent domestic need which
we can no longer delay meeting.

I have contended for the very program,
in essence, which the Senator from Mas-
sachusetts [Mr. Saltonstall] will place
before the Senate today. But I have
accepted the social security approach to
finance this program because I am con-
vinced that that is the way to have the
program enacted into law, and also be-
cause I believe the American people want
to pay for it in this way.
Madam President, this is the essence

of my presentation to the Senate. I do
not wish to run down any other plan.

But I am now convinced that this Is the
only way in which we will get anywhere.
I am also convinced that it is essential

if we are to get anywhere, at long last,

in this field.

On another occasion I shall argue that
two points have been raised with re-
spect to adding the health care program
to the public welfare bill. I am partic-
ularly aware of the fact that there has
been what is tantamount to the most
comprehensive inquiry and investigation
of this whole subject which it is possible
to have in American public life—perhaps
not directly in the hearings on the bill,

but certainly in what has taken place in
this field within the past 3 or 4 years.
I have on my desk, by way of physical
exhibits—and Senators are welcome to
a mimeographed summary of the docu-
ments which I have before me—a sample
of the hearings, investigations and re-
ports which have taken place within the
last 3 or 4 years on the subject of health
care for the aged. This subject has been
reviewed as few other subjects in Amer-
ican public life have been reviewed. The
evidence is all before us.

In addition, the precedents are over-
whelming and complete to the effect that
the Senate has absolute constitutional
policy and power to do precisely what
it would be doing if it were to adopt the
Anderson amendment.
The other day it was said that I made

certain statements in the debate in 1960.
I shall quote what Was quoted to me in
connection with my views. The Senator
from Oklahoma [Mr. Kerr] quoted me,
and I again quote the statement:
Mr. President, I think the hard nut of

the issue is: Do we wish to inaugurate in
the social security system what is for all

practical purposes a health care scheme?
I would not say that it is exactly what the
British do, but it is very much like it. The
point is that we would for the first time
inaugurate a system by which we would have
a national responsibility for the health care
of the people.

I wish to make it very clear that what
has been done by the amendment which
is incorporated in the amendment of the
Senator from New Mexico [Mr. Ander-
son] is exactly what I hoped to accom-
plish in 1950. We are no longer in-
augurating a British-type system; we
are inaugurating an American-type sys-
tem, because under this system we are
opening the whole plan to the winds, to
the effect of competition. We are giving
the individual a choice which is

thoroughly American. We are giving
him the choice of being under either a
Government administered plan or a
privately administered plan. The choice
is his. I believe that that proposal
definitely negates the principal concern,
which I expressed, quite properly, in
1960.

Finally, with respect to the advocates
of social security financing, I said at that
time:

I hasten to refute any idea that a social
security approach is "un-American." Of
course it is not. I only point out that the
question of context, of the way in which we
live, our national attitudes, is an important
consideration in making what is really a
fundamental and a very important sociologi-

cal decision. I wish to emphasize that point.
I shall not go to Bermuda, nor will grass
grow in the streets, if the Congress decides
that way, but I think it would be a profound
and important departure from anything we
have ever done before, with great sociological
implications. I therefore urge my colleagues
who are thinking about it, and I know many
are, to consider it in those terms as well.

Madam President, because there is

universal coverage in the Anderson pro-
posal, because there is a completely open
option in respect to the private enter-
prise system, I urge the Senate today, to
consider the plan as a thoroughly Ameri-
can plan, entirely congenial and wise
for our institutions, and entirely neces-
sary in the public interest. I pointed
out—and I shall do so again—that this
is a completely Republican approach, one
which should be extremely congenial to
Senators on this side of the aisle. It is

what we contended for in 1960. Our
idea is now incorporated in what has
been presented. This can never again be
termed a partisan issue. There is now
a bipartisan approach, one which does
credit to the issue, credit to the elder
citizens, and credit to the political proc-
esses of the Nation.

I salute my colleagues and friends, the
distinguished Senator from New Mexico
[Mr. Anderson], the distinguished Sen-
ator from Kentucky [Mr. Cooper], the
distinguished Senator from New York
[Mr. Keating], and the distinguished
Senator from California [Mr. Kuchel],
for seeing the direction which this health
care program must take.

Mr. KEATING. Madam President,
will the Senator yield ?

Mr. JAVITS. Madam President, I
yield 3 minutes to my colleague from
New York.
Mr. KEATING. Madam President, I

commend my colleague from New York
for all his work in this field, and specifi-

cally for the work which he and other
Senators have done to help to produce
the new amendment.
The amendment which has been

offered would provide an even greater
opportunity for free enterprise to work
hand in hand with Government. The
expansion of this free enterprise option
will make it much more attractive for
group health associations, corporate
health plans and private insurance com-
panies to write large numbers of com-
prehensive health insurance programs
for the elderly. If anything, it will in-
crease the number of health care
policies held by people over 65. It

should also encourage younger people
to join good group health plans before
they retire, because they will now be
guaranteed that this coverage will con-
tinue to be available to them at a
limited and reasonable cost after they
reach age 65.

The five major changes which we have
made largely obviate the problem or
fear of Federal control. Private com-
panies are encouraged to cooperate.
The amendment specifically says that
no attempt shall be made to interfere
with the traditional free practice of
medicine by physicians. State and local
control, AMA-AHA certification of hos-
pitals and other related revisions in my
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mind clearly refute the unfounded
charge by those who contend that no
material changes, have been made. The
fact is that this proposal is vastly dif-

ferent from the original King-Ander-
son bill which we had before us.

The new proposal retains the social

security principle of financing. It is true

that it has added many important fea-

tures. It is evidence of the kind of coop-
eration and progress which is needed in

this field if we are to move forward with
legislation, rather than try to devise

some political issue.

I congratulate not only my distin-

guished senior colleague from New York,
but also the distinguished senior Sena-
tor from New Mexico [Mr. Anderson],
for the time, perseverance, patience, and
personal attention which they have so
generously devoted to the bill and to the
long, careful, and helpful meetings which
have been held on the modifications
which are now included in it. I sincerely

hope the bill will have the support of all

Senators.

Mr. JAVITS. Madam President, I

yield 4 minutes to the distinguished Sen-
ator from Kentucky.
Mr. COOPER. Madam President, I

join with the distinguished junior Sen-
ator from New York [Mr. Keating] and
other Senators in commending the sen-
ior Senator from New York [Mr. Javits]
for the leadership he has shown in de-
veloping amendments to the original
proposal of the Senator from New Mex-
ico [Mr. Anderson]. I also pay my trib-

ute to the Senator from New Mexico for
the willingness he has shown to con-
sider the amendments which have been
proposed, and to accept them.
To me, at least, the amendment which

we now offer adds great strength to
the original amendment offered by the
Senator from New Mexico, in which sev-
eral of us joined as cosponsors. The
amendment in which we joined a few
days ago provides the option that a per-
son eligible for health insurance bene-
fits may make the decision to rely solely
on the benefits provided by payments
that can be made under the bill. These
benefits are, first, up to 90 days' hospital-
ization, but with a $20 to $90 charge ; sec-
ond, up to 180 days in a skilled nursing
facility; third, up to 240 home visits by
a public or private nonprofit home
health agency; and, fourth, outpatient
hospital diagnostic services, with a $20
charge during any month.

Or, the individual can choose, in place
of the means provided by the bill, to
subscribe to or continue a private insur-
ance policy, or to join a prepayment
group practice plan, which offers medi-
cal, surgical, or other benefits in addition
to the benefits provided by the Govern-
ment program—for the Government
share of which no premium could be
charged.

Under the amendment we have offered
today—again developed under the lead-
ership of Senator Javits—individuals
could also choose group or nonprofit
plans providing a 45-day hospitaliza-
tion benefit with no deductible charge
against the individual, for which the

Government would reimburse the pri-
vate plan.

I point out that it has not been claimed
that the hospitalization and other bene-
fits provided by the original Anderson
amendment can meet the full medical
costs of most older persons. Perhaps
only 40 to 50 percent of medical cost
would be met. The remaining medical
costs must be met out of pocket, through
private supplemental insurance through
Kerr-Mills, by the charity of doctors and
through higher charges by hospitals and
doctors to those who can pay—or else

they will not be met. Our amendment
integrates needed private insurance pro-
tection with the Government program,
and does so in a way that makes it pos-
sible for these additional health needs to

be met, and in a much better way than
the original administration proposal
would do.

To those who are concerned about the
role of Government in guaranteeing a
degree of protection for older persons
against trie high costs of their medical
care, I answer that this bill—with the
changes and improvements which have
been secured by the Senator from New
Mexico [Mr. Anderson], together with
the leadership of the Senator from New
York [Mr. Javits] and the cooperation
of other Senators—brings into the pro-
gram all types of private health insur-
ance plans, will permit them to handle
needs which they cannot now cover at a
cost which older persons can well afford,

and provides an opportunity for individ-
uals to secure through private plans a
broad range of benefits and a useful
choice of benefits.

Madam President, I also address my-
self to the point referred to by the Sen-
ator from New York at the conclusion of
his remarks; that is the real question
involved in this debate, which revolves
around the question of whether we
should support a program financed
through the social security system. I
say frankly that this matter has been
on my mind ever since I have been in the
Senate. When I first came here, the
Senate was then discussing in 1947 and
1948 a health program; and after all

these years, I have accepted this method
for a health insurance program, as I
have accepted it for the existing social
security retirement and other benefits.
The persons who pay the compulsory
payroll deduction are eligible for bene-
fits from the social security trust fund.
Under this bill, persons who pay into the
health insurance trust fund will receive
benefits from the trust fund, through
hospitals and other providers of health
services.

The real issue we are called upon to
decide is whether it is possible to pro-
vide for the minimum health needs of
persons over 65 in any other way. I do
not think so.

And I do not think it is necessary to
study statistics in order to reach that
conclusion. I only need to travel
through my own State and my own
county, and to visit people's homes; I do
not need any great mass of statistics.

I can draw upon my own experience and

can use my own eyes. I have come to
the conclusion that there is no other pos-
sible way to provide for the minimum
medical care of the great mass of people
over 65 years of age.
The services of doctors, often free in

the case of many in need, and the in-
creasing use of private insurance plans

—

valuable as they are, and they will con-
tinue—will not meet the needs of mil-
lions who are deprived of the opportunity
to obtain the same extent of hospital care
and nursing care as those in more fortu-
nate financial circumstances.

I think it proper that these people
should have an opportunity to provide
for their future care, by payments into
the health insurance trust fund of the so-
cial security system during their working
years. Medical care is important to per-
sons over 65 years of age—and often is

as important as housing, food, clothing,
and security from dependency, all the
purpose of the social security system.
That is my basic reason for supporting

the bill.

Madam President, so far as I am con-
cerned, after all these years, I have made
up my mind. And I have made my de-
cision on the basis that these human
needs should be met.
Mr. JAVITS. Madam President, I

yield 2 minutes to the Senator from
California [Mr. Kuchel].
The PRESIDING OFFICER. The

Senator from California is recognized
for 2 minutes.
Mr. KUCHEL. Madam President, my

purpose in rising is to pay a highly de-
served tribute to a great American and a
great Senator. Some of us on this side
of the aisle will not turn our backs on
the need of so many people at this time
and in the future; and we on this side
of the aisle, under the leadership of the
Senator from New York [Mr. Javits],
have had conferences with the Senator
from New Mexico [Mr. Anderson], in
the effort, not to reap partisan advan-
tage, but to solve this problem as Sena-
tors and as American citizens.

So I rejoice in the progress which has
been made by us under the leadership
of the Senator from New York, and I

have cooperated fully and will continue
to cooperate fully with him; and at the
same time I compliment the Senator
from New Mexico [Mr. Anderson] for
the completely unpartisan fashion in
which the bill has been improved to the
point where it merits approval by the
overwhelming majority of Members of
the Senate.
Mr. JAVITS. Madam President, I

yield myself 1 minute.
The PRESIDING OFFICER. The

Senator from New York is recognized for
1 minute.
Mr. JAVITS. Madam President, I ask

to have printed in the Record, as part of
my remarks, a list of the volumes which
are available to demonstrate the manner
in which this matter has been given the
most detailed attention and study by a
number of committees in the past few
years.

There being no objection, the list was
ordered to be printed in the Record, as
follows:



1962 CONGRESSIONAL RECORD— SENATE

Problems of the aging

12461

Number of
volumes

Tear Title Committee

1-13...

1-3—
1-4—
1-5
2-14

1-14—

1

1
1

1

1

1

1

1

1

1

1

1

1961..^

1961
1961
1961.
1959

1960

1959
December 1960
1960
1960
1960
1960

1959

1959
March 1961—
July 1959.

April 1960

Nov. 1959^1...

Hearings: Problems for the Aging

Hearings: Nursing Homes
Hearings: Retirement Income of Aging
Hearings: Housing Problems of Elderly
Hearings: Aged and Aging in the United States (pt 1 exhausted

—

summary attached).
Background Studies Prepared by State Committees for White
House Conference.

Hearings: Federal Programs for the Aged and Aging
Report: Aging Americans—Their Views and Living Conditions
Study: Condition of American Nursing Homes
Report: Directory of Voluntary Organizations in Field ofAging
Report: Aged in Mental Hospitals .

Hearings: Aged and Aging in United States (S. Res. 65). Report:
Aged and Aging in United States.

Survey: Major Problems and Solutions in the Field of the Aged and
Aging.

Hearings: National Organizations in the Field of Aging...
Report: Action for the Aged and Aging

,

Hearings: Hospital, Nursing Home and Surgical Benefits for OASI
Beneficiaries (H.R. 4700).

Testimony: Health Needs for the Aged—

Analysis: Rising Costs of Public Education Trends in the Supply
and Demand of Medical Care.

Subcommittee on Federal and State Activities of 8pecial Committee
on Aging.

Subcommittee on Nursing Homes, Special Committee on Aging.
Subcommittee on Retirement Income of Special Committee on Aging.
Subcommittee on Housing for Elderly of Special Committee on Aging.
Subcommittee oh Aged and Aging of Labor and Public Welfare
Committee.
Do.

Do.
Do.
Do.
Do.
Do.
Do.

Do.

Do.
Do.

House Ways and Means Committee.

Subcommittee on Aged and Aging, Labor and Public Welfare Com-
mittee.

Joint Economic Committee.

Mr. JAVITS. Finally, Madam Presi-

dent, I thank my friends and col-

leagues^—and I assure Senators that I am
not now indulging in rhetoric—for their

trust and their very real and most help-
ful support. This result could not have
been obtained without it. I am most
grateful to them. Furthermore—and
this is even more important—I believe

the people of the United States should
be very grateful to them for having
achieved, together with me, the very
marked advance which we have recorded
today.
At this time I yield to the Senator

from New Mexico [Mr. Anderson].
Mr. ANDERSON. Madam President,

I do not wish to use any great amount of
the time available to those on this side.

I merely wish to announce that I ac-
cept the amendment of the Senator from
New York, and modify my amendment
accordingly.
The PRESIDING OFFICER. The

amendment of the Senator from New
Mexico will be modified accordingly.
Mr. SALTONSTALL. Madam Presi-

dent, I call up my amendments identified

as "7-9-62—N", to House bill 10606. I
offer the amendments on behalf of my-
self, the Senator from Vermont [Mr.
Aiken] , the Senator from Pennsylvania
[Mr. Scott], the Senator from Hawaii
[Mr. Pong], the Senator from Delaware
[Mr. Boggs] and the Senator from Ver-
mont [Mr. Prouty].
The PRESIDING OFFICER. The

amendments will be stated.
The Legislative Clerk. On page' 1, in

line 4, it is proposed to strike out "Pub-
lic Welfare Amendments of 1962" and in-
sert in lieu thereof "Public Welfare and
Health Insurance for the Aged Amend-
ments of 1962".

On page 100, line 16, strike out "H"
and insert in lieu thereof "HI".
On page 100, line 18, strike out "201"

and insert in lieu thereof "301".

On page 100, line 23, strike out "202"
and insert in lieu thereof "302".

On page 100, between lines 15 and 16,
insert the following:

TITLE II HEALTH INSURANCE FOR THE AGED
Sec. 201. This title may be cited as the

"Health Insurance for the Aged Act".

Sec. 202. The Social Security Act Is hereby
amended by adding after title XVI the fol-
lowing new title

:

"TITLE XVII MEDICAL BENEFITS FOR THE AGED
APPROPRIATION

"Sec 1701. For the purpose of assisting
the States to Improve the health care of
aged individuals of low incomes by enabling
them to secure, at cost reasonably related to
their incomes, protection either against the
expenses of preventive and diagnostic serv-
ices and short-term illness treatment or
against long-term Illness expenses, there
are hereby authorized to be appropriated for
each fiscal year such sums as the Congress
may determine. The' sums made avaUable
under this section shall be used for making
payments to States with State plans sub-
mitted by them and approved under the
title.

"State plans

"Sec 1702. The Secretary shall approve a
State plan under this title which

—

"(a) provides for establishment or desig-
nation of a single State agency to administer
or supervise the administration of the State
plan;

"(b) provides that each eligible individual
(as defined in section 1705(a)) who applies
therefor (and only such such an individual)
shall be furnished whichever of the follow-
ing he may elect:

"(1) preventive, diagnostic, and short-
term illness benefits, which, for the purpose
of this title, shall consist of payment on be-
half of an eligible individual of the cost in-
curred by him for the following medical
services rendered to him to the extent deter-
mined by the attending physician to be
medically necessary (but subject to the lim-
itations in section 1706) —

"(A) Inpatient hospital services for not to
exceed twenty-one days in any enrollment
year, except that at the request of che in-
dividual days of skilled nursing-home serv-
ices may be substituted for any or all of
such days of inpatient hospital services at
the rate of three days of skilled nursing-
home care for one day of inpatient hospital
services;

"(B) physicians' services furnished out-
side of a hospital or skilled nursing home,
on not more than twelve days during any
enrollment year;

"(C) ambulatory diagnostic laboratory
and X-ray services furnished outside of a
hospital or skilled nursing home to the ex-
tent the cost thereof is not in excess of $100
in any enrollment year;

"(D) organized home health care services
for not more than twenty-four days in any
enrollment year; and

"(E) such additional medical services as

the State may elect (subject to the limita-

tions in clauses (E) (vl) and (vil) of para-
graph (2) and to the limitations in section

1708); or
"(2) long-term illness benefits, which, for

purposes of this title, shall consist of pay-
ment on behalf of an eligible individual of

80 per centum of the cost above the deducti-

ble amount incurred by him for the follow-

ing services (hereinafter in this title referred

to as 'medical services') rendered to him to

the extent determined by the attending
physician to be medically necessary (but sub-

ject to the limitations in section 1706)—
"(A) inpatient hospital services for not to

exceed one hundred and twenty days in any
enrollment year;

"(B) surgical services provided to in-

patients in a hospital;

"(C) skilled nursing home services;

"(D) organized home health care services;

"(E) such of the following services as the
St-ite may elect (subject to the limitations in

section 1708)—
"(i) physicians' services;

"(ii) outpatient hospital services;

"(iii) private duty nursing services;

"(iv) physical restorative services;

"(v) dental treatment;

"(vi) laboratory and X-ray services to the
extent the cost thereof is not in excess of

$200 in any enrollment year;

"(vii) prescribe drugs to the extent the
cost thereof is not in excess of $350 in any
enrollment year; and

"(viii) Inpatient hospital services in ex-
cess of one hundred and twenty days in any
enrollment year; or

"(3) private insurance benefits, which, for

purposes of this title, shall consist of pay-
ment on behalf of such individual of one-
half of the premiums of a private health in-

surance policy for him up to a maximum
payment for any year of $60;

"(c) provides for granting an opportunity
for a fair hearing before the State agency
to any individual whose claim for benefits

under the plan has been denied;

"(d) provides for payment of enrollment
fees, payable annually or more frequently,
as the State may determine by eligible in-

dividuals applying for long-term illness

benefits or diagnostic and short-term illness

benefits under the plan, the amounts of such
fees to be determined by a schedule estab-
lished by the State and approved by the Sec-
retary as providing fees the lowest of which
is equal to not less than 10 per centum of
the per capita cost for the enrollment year
involved of the benefits provided and the
remainder of which vary in relation to the
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come (as defined in section 170J(b)) of the
individuals;

"(e) includes provisions for individuals

who, for the enrollment year involved, would
not be eligible individuals but for the pro-

visions of section 1705(a) (2)

;

"(f) includes such methods of ad-
ministration as are found by the Secretary

to be necessary for the proper and efficient

operation of the plan, including

—

"(1) methods relating to the establish-

ment and maintenance of personnel stand-

ards on a merit basis, except that the Sec-
retary shall exercise no authority with re-

spect to the selection, tenure of office, or

compensation of any individual employed
in accordance with such methods;

"(2) methods to assure that the applica-

tions of all individuals applying for benefits

under the plan will be acted upon with rea-

sonable promptness;
"(3) methods relating to collection of en-

rollment fees for long-term illness benefits

or diagnostic and short-term illness benefits

under the plan, except that the State may
not utilize the services of any nonpublic
agency or organization in the collection of

such fees, and
"(4) methods for determining

—

"(A) rates of payment for institutional

services, and
"(B) schedules of fees or rates of payment

for other medical services,

for which expenditures are made under the
plan;

"(g) sets forth criteria, not inconsistent
with the provisions of this title, for ap-
proval by the State agency, for purposes of

the plan, of private health insurance policies;

"(h) provides that no benefits will be fur-
nished any Individual under the plan with
respect to any period with respect to which
he is receiving old-age assistance under the
State plan approved under section 2, aid to
dependent children under the State plan
approved under section 402, aid to the blind
under the State plan approved under sec-

tion 1002, aid to the permanently and totally

disabled under the State plan approved un-
der section 1402, or aid or assistance under
a State plan approved under title XVI (and
for purposes of this paragraph an individual
shall not be deemed to have received such
assistance or aid with respect to any month
unless he received such assistance or aid in
the form of money payments for such month,
or in the form of medical or any other type
of remedial care in such month (without
regard to when the expenditures in the form
of such care were made) )

;

"(i) provides safeguards which restrict the
use or disclosure of information concerning
applicants for and recipients of benefits un-
der the plan to purposes directly connected
with the administration of the plan;

"(j) includes (1) provisions, conforming
to regulations of the Secretary, with respect
to the time within which individuals desir-

ing benefits under the plan may elect for
any enrollment year between the types of
benefits available under the plan and may
apply for the benefits so elected for such
year and (2) to the extent required by regu-
lations of the Secretary, provisions, corrform-
ing to such regulations, with respect to the
furnishing of benefits described in para-
graph (1) or (2) of subsection (b) to eligible

individuals during temporary absences from
the State;

"(k) provides for establishment or desig-
nation of a State authority or authorities
which shall be responsible for establishing
and maintaining standards for any persons,
institutions, and agencies, providing medical
services for which expenditures are made
under the plan; and

"(1) provides that the State agency will

make such reports, in such form and con-
taining such information, as the Secretary
may from time to time require, and comply
with such provisions as the Secretary may

from time to time find necessary to assure

the correctness and verification of such re-

ports. Notwithstanding the preceding pro-
visions of this section, the Secretary shall

not approve any State plan under this title

unless the State has established to his satis-

faction that the medical or any other type
of remedial care, together with the amounts,
if any, included in old-age assistance in the
form of money payments on account of th'eir

medical needs, for recipients of old-age as-

sistance under the State plan approved un-
der title I will be at least as great in amount,
duration, and scope as the diagnostic and
short-term illness benefits included under
the State plan under this title;

"(m) makes provision ( 1 ) authorizing em-
ployees' pension or welfare funds to con-
tribute to the payment of enrollment fees
under the plan for or on behalf of eligible

members or beneficiaries of such funds, (2)
authorizing employers (including the State
or any political subdivision thereof when
acting as an employer) to contribute to the
payment of their employees' enrollment fees
under the plan, and (3) permitting any em-
ployee, or member or beneficiary of an em-
ployees' pension or welfare fund, to author-
ize his employer (including the State or any
political subdivision thereof when acting as
an employer) or trustee or other governing
body of such fund to deduct from his wages
or from such fund, as the case may be, an
amount equal to his enrollment fees under
the plan and to pay the same to the State
agency administering the plan.

"Payments
"Sec. 1703. (a) Prom the sums appro-

priated therefor, each State which has a plan
approved under section 1702 shall be entitled
to receive, for each calendar quarter begin-
ning with the quarter commencing July 1,

1963, an amount equal to (1) the Federal
share for such State of the total amounts ex-
pended during such quarter by the State
under the plan as long-term illness, diagnos-
tic and short-term illness, or private insur-
ance benefits, plus (2) one-half of the total
of the sums expended during such quarter as
found necessary by the Secretary for the
proper and efficient administration of the
State plan.

"(b) Payment of the amounts due a State
under subsection (a) shall be made in ad-
vance thereof on the basis of estimates made
by the Secretary, with such adjustments as
may be necessary on account of overpay-
ments or underpayments during prior quar-
ters; and such payments may be made in
such installments as the Secretary may de-
termine. Adjustments under the preceding
sentence shall include decreases in estimates
equal to the pro rata share to which the
United States is equitably entitled, as de-
termined by the Secretary, of the net amount
recovered by the State or any political sub-
division thereof, with respect to benefits fur-
nished under the State plan, whether as the
result of being subrogated to the rights of
the recipient of the benefits against another
person, or as the result of recovery by the
recipient from such other person, or because
such benefits were incorrectly furnished, or
for any other reason.

"(c) For purposes of subsection (a), (1)
expenditures under a State plan in any
calendar year shall be included only to the
extent they exceed the amount of the en-
rollment fees collected in such year under
the State plan, and (2) expenditures under
a State plan for preventive diagnostic and
short-term illness benefits or for long-term
illness benefits in excess of $128 multiplied
by the number of individuals enrolled for
benefits under such plan in such year shall

not be counted.

"Operation of State plans

"Sec. 1704. If the Secretary, after reason-
able notice and opportunity for hearing to
the State agency administering or super-

vising the administration of any State plan
Which has been approved under section

1702, finds—
"(1) that the plan has been so changed

that it no longer complies with the pro-
visions of section 1702; or

"(2) that in the administration of the
plan there is a failure to comply substantially

with any such provision;

the Secretary shall notify such State agency
that further payments will not be made to

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

by such failure).

"Eligible individuals

"Sec. 1705. (a) For the purposes of this

title, the term 'eligible individual' means,
with respect to any enrollment year for any
individual, an individual who

—

"(1) (A) is 65 years of age or over,

"(B) resides in the State at the beginning
of such year, and
"(C) meets, with respect to such year, the

income requirements of subsection (b) ; or

"(2) (A) resides in the State at the begin-
ning of such year, (B) was an eligible in-

dividual for the preceding enrollment year,

and ( C ) paid enrollment fees under the plan
for the preceding enrollment year or had
a private health insurance policy and the
State made payments under the State plan
toward the cost of the premiums of the
policy during such year.

"(b) For the purposes of this title, the in-

come requirements of this subsection are met
by any individual with respect to any en-
rollment year if, for his last taxable year
(for purposes of the Federal income tax)

ending before the beginning of such enroll-

ment year

—

"(1) he did not pay any income tax, or

"(2) (A) his income did not exceed $3,000

in the case of an individual who, at the be-
ginning of such enrollment year, was un-
married or was not living with his spouse, or

"(B) the combined income of such in-

dividual and his spouse did not exceed
$4,500 in the case of an individual who, at

the beginning of such enrollment year, was
married and living with his spouse.

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

cluded (as items of gross income)

:

"(1) Monthly insurance benefits under
title II of this Act,

"(2) Monthly benefits under the Rail-

road Retirement Acts of 1935 and 1937, and
"(3) Veterans' pensions.

Determinations under this section shall be
made (in the manner prescribed by the Sec-
retary by regulations ) by or under the
supervision of the State agency administer-
ing or supervising the administration of the
plan approved under section 1702.

"Benefits

"Sec. 1706. Subject to regulations of the
Secretary

—

"(a)(1) Except as provided in paragraph
(2), the term 'medical services' means the
following to the extent determined by the
physician to be medically necessary:

"(A) Inpatient hospital services;

"(B) Skilled nursing-home services;

"(C) Physicians' services;

"(D) Outpatient hospital services;

"(E) Organized home care services;

"(F) Private duty nursing services;

"(G) Therapeutic services;

"(H) Major dental treatment;
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"(I) Laboratory and X-ray services; and
"(J) Prescribed drugs.
"(2) The term 'medical services' does not

Include

—

"(A) services for any Individual who is an
Inmate of a public Institution (except as a
patient in a medical institution) or any Indi-

vidual who is a patient In an institution for

tuberculosis or mental diseases; or
"(B) services for any individual who is a

patient in a medical Institution as a result

of a diagnosis of tuberculosis or psychosis,

with respect to any period after the individ-

ual has been a patient in such an Institution,

as a result of such diagnosis, for forty-two
days.

"Inpatient Hospital Services

"(3) The term 'Inpatient hospital services'

means the following items furnished to an
Inpatient by a hospital:

"(1) Bed and board (at a rate not in ex-

cess of the rate for semiprivate accommoda-
tions) ;

"(2) Physicians' services, nursing services,

and interns' services; and
"(3) Nursing services, Interns' services,

laboratory and X-ray services, ambulance
service, and other services, drugs, and ap-
pliances related to his care and treatment
(whether furnished directly by the hospital
or, by arrangement, through other persons)

.

"Surgical Services

"(c) The term 'surgical services' means
surgical procedures provided to an inpatient
in a hospital, other than those included in
the term 'inpatient hospital services', includ-
ing oral surgery, and surgical procedures pro-
vided in an emergency in a doctor's office or
by a hospital to an outpatient.

"Skilled Nursing-Home Services

"(d) The term 'skilled nursing-home serv-

ices' means the following items furnished to
an inpatient in a nursing home:

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

" (2) Such medical supervisory services and
other services related to such skilled nursing
care as are generally provided in nursing
homes providing such skilled nursing care;

and
"(3) Bed and board in connection with the

furnishing of such skilled nursing care.

"Physicians' Services

"(e) The term 'physicians' services' means
services provided in the exercise of his pro-
fession in any State by a physician licensed
In such State; and the term 'physician' in-
cludes a physician within the meaning of
section 1101(a) (7)

.

"Outpatient Hospital Services

"(f) The term 'outpatient hospital serv-
ices' means medical and surgical care fur-
nished by a hospital to an individual as an
outpatient.

"Organized Home Health Care Services

"(g) The term 'organized home health
care services' means

—

"
( 1 ) visiting nurse services and physicians'

services, and services related thereto, which
are prescribed by a physician and are pro-
vided in a home through a public or private
nonprofit agency operated in accordance with
medical policies established by one or more
physicians (who are responsible for super-
vising the execution of such policies) to gov-
ern such services; and

"(2) homemaker services of a nonmedical
nature which are prescribed by a physician
and are provided, through a public or private
nonprofit agency, in the home to a person
who is in need of and in receipt of other
medical services.

"Private Duty Nursing Services

"(h) The term 'private duty nursing serv-
ices' means nursing care provided in the
home by a registered professional nurse or
licensed practical nurse, under the general
direction of a physician, to a patient requir-
ing nursing care on a full-time basis, or pro-
vided by such a nurse under such direction
to a patient In a hospital who requires nurs-
ing care on a full-time basis.

"Physical Restorative Services

"(i) The term 'physical restorative serv-
ices' means services prescribed by a physician
for the treatment of disease or Injury by
physical nonmedical means, including re-

training for the loss of speech.

"Dental Treatment

"(j) The term 'dental treatment' means
services provided by a dentist, in the exer-
cise of his profession, with respect to a con-
dition of an individual's teeth, oral cavity,

or associated parts which has affected, or
may affect, his general health. As used in
the preceding sentence, the term 'dentist'

means a person licensed to practice dentistry
or dental surgery in the State where the
services are provided.

"Laboratory and X-Ray Services

"(k) The term 'laboratory and X-Ray
services' includes only such services pre-
scribed by a physician.

"Prescribed Drugs

"(1) The term 'prescribed drugs' means
medicines which are prescribed by a physi-
cian.

"Hospital

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

"Nursing Home
"(n) The term 'nursing home' means a

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

"Miscellaneous definitions

"Sec. 1707. For purposes of this title

—

"Federal Share

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

"(2) The Federal share for each State
shall be promulgated by the Secretary be-
tween July 1 and August 31 of each odd-
numbered year, on the basis of the average
per capita income of each State and of the
United States for the three most recent cal-
endar years for which satisfactory data are
available from the Department of Com-
merce. Such promulgation shall be con-
clusive for each of the eight quarters in the
period beginning July 1 next succeeding
such promulgations.

"(3) As used In paragraphs (1) and (2),
the term 'United States' means the fifty

States and the District of Columbia.

"Deductible Amount
"(b) The 'deductible amount' for any in-

dividual for any enrollment year means an
amount equal to $175 of expenses for medi-
cal services (determined without regard to
the limitations in clauses (A) or (E) (vl)

or (vli) of section 1702(a)(2)) which are
included In the 3tate plan and are incurred
In such year by or on behalf of such Indi-
vidual, whether he is married or single, ex-
cept that, In the case of an individual who
is married and living with his spouse at
the beginning of his enrollment year, it

shall be an amount equal to $300 of ex-
penses for medical services (so determined)
incurred in such year by or on behalf of
such 'individual or his spouse for the care
or treatment of either of them, but only if

application of such $300 amount with re-
spect to such Individual and his spouse
would result in payment under the plan
of a larger share of the cost of their medi-
cal services incurred !n such year. Sub-
ject to the limitations in section 1708, the
$175 amount referred to in the preceding
sentence may be reduced for any State if

such State so elects; and in case of such
an election the $300 amount referred to in
such sentence shall be proportionately
reduced.

"Enrollment Year

"(c) The term 'enrollment year' means,
with respect to any individual, a period of
twelve consecutive months as designated by
the State agency for the purposes of this
title in accordance with regulations pre-
scribed by the Secretary. Subject to regu-
lations prescribed by the Secretary, the State
plan may permit the extension of an en-
rollment year in order to avoid hardship.

"Private Health Insurance Policy

"(d) The term 'private health Insurance
policy' means, with, respect to any State, a
policy, offered by a private insurance organi-
zation licensed to do business in the State,
which is approved by the State agency (ad-
ministering or supervising the administra-
tion of the plan approved under section
1702 ) , which is noncancelable except at the
request of the Insured individual or for
failure to pay the premiums when due and
which is available to all eligible Individuals
in the State.

"Cost

"(e) The per capita cost of long-term ill-

ness benefits or diagnostic and short-term
illness benefits for any year or other period
shall be determined by the State, in accord-
ance with regulations of the Secretary, on
the basis of estimates and such other data
as may be permitted in such regulations.

"Election of medical services to be provided
by State

"Sec. 1708. Any election by a State pursu-
ant to the provisions of clause (E) of para-
graph (1) or the provisions of paragraph
(2) of section 1702(b) or of the second sen-
tence of section 1707(b) shall be valid for
purposes of this title for any enrollment
year or other period determined by the Sec-
retary only if an election is also made by the
State under the other of such provisions so
that, in the judgment of the Secretary, the
per capita cost of benefits under paragraph
(1) of section 1702(b) and the per capita
cost of benefits under paragraph (2) of such
section for such period after such elections
bear the same relationship to each other as
the per capita cost of benefits under each
such paragraph for such period without such
elections bear to each other.

"Advisory Council on Health Insurance

"Sec. 1709. (a) There shall be in the De-
partment of Health, Education, and Welfare
an Advisory Council on Medical Benefits for

the Aged (hereinafter referred to as the
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'Council') to advise the Secretary on mat-
ters relating to the general policies and ad-
ministration of this title. The Secretary
shall secure the advice of the Council before
prescribing regulations under this title.

"(b) The Council shall consist of the
Surgeon General of the Public Health Serv-
ice and the Commissioner of Social Security,

who shall be ex officio members (and one of

whom shall from time to time be designated
by the Secretary to serve as Chairman) , and
twelve other persons, not otherwise In the
employ of the United States, appointed by
the Secretary without regard to the civil

service laws. Four of the appointed mem-
bers shall be selected from among represen-
tatives of various State or local government
agencies concerned with the provision of

health care or insurance against the costs

thereof, four from among nongovernmental
persons who are concerned with the provi-
sion of such care or with such insurance,
and four from the general public, Including
consumers of health care.

"(c) Each member appointed by the Sec-
retary shall hold office for a term of four
years, except that ( 1 ) any member appointed
to fill a vacancy occurring prior to the ex-

piration of the term for which his predeces-
sor was appointed shall be -appointed for the
remainder of such term, and (2) the terms
of the members first taking office shall ex-
pire as follows: four shall expire two years

after the date of the enactment of this title,

four shall expire four years after such date,

and four shall expire six years after such
date, as designated by the Secretary at the
time of appointment. None of the appointed
members shall be eligible for reappointment
within one year after the end of his preced-
ing term.

"(d) Appointed members of the Council,
while attending meetings or conferences of

the Council, shall receive compensation at a
rate fixed by the Secretary but Hot exceed-
ing $50 a day, and while away from their

homes or regular places of business they may
be allowed travel expenses, Including per

diem in lieu of subsistence, as authorized by
law (5 U.S.C. 73b-2) for persons in the Gov-
ernment service employed intermittently.

"Savings provision

"Sec. 1710. Nothing in this title shall

modify obligations assumed by the Federal
Government under other laws for the hos-
pital and medical care of veterans or other
presently authorized recipients of hospital

and medical care under Federal programs.

"Planning grants to States

"Sec. 1711. (a) For the purpose of assist-

ing the States to make plans and Initiate

administrative arrangements preparatory to
participation in the Federal-State program
of medical benefits for the aged authorized
by title XVII of the Social Security Act,

there are hereby authorized to be appro-
priated for making grants to the States such
sums as the Congress may determine.

"(b) A grant under this section to any
State shall be made only upon application
therefor which is submitted by a State
agency designated by the State to carry out
the purpose of this section and Is approved
by the Secretary. No such grant for any
State may exceed 50 per centum of the cost

of carrying out such purpose in accordance
with such application.

"(c) Payment of any grant under this

section may be made in advance or by way
of remlmbursement, and In such install-

ments, as the Secretary may determine. The
aggregate amount paid to any State under
this section shall not exceed $50,000.

"(d) Appropriations pursuant to this sec-
tion shall remain available for grants under
this section only until the close of June 30,

1964; and any part of such a grant which
has been paid to a State prior to the close
of June 30, 1964, but has not been used or
obligated by such State for carrying out the

purpose of this section prior to the close of
such date, shall be returned to the United
States.

"(e) As used in this section, the term
•State' Includes the District of Columbia, the
Commonwealth of Puerto Rico, the Virgin
Islands, and Guam.

"Technical amendment
"Sec. 1712. Effective July 1, 1963, section

1101(a)(1) of the Social Security Act (as
amended by section. 541 of this Act) is

amended by striking out 'and XVI' and In-
serting in lieu thereof 'XVI and XVII*."

Make appropriate changes in the table

of contents of the bill.

Mr. SALTONSTALL. Madam Presi-
dent, I ask for the yeas and nays on the
question of agreeing to my amendments.
The yeas and nays were ordered.
Mr. SALTONSTALL. Madam Presi-

dent, on behalf of myself and Senators
Aiken, Scott, Fong, Boggs, Protjty, and
Cotton, I have called up the amendment
which we offer as a substitute for the
Anderson amendments. Except for mi-
nor technical changes, this amendment
is similar to S. 937 which nine Senators,
including myself, joined in cosponsoring
last session. The only significant change
is that, on the basis of information fur-
nished by the Department of Health,
Education, and Welfare, the deductible
feature applicable to one of the three op-
tions in the bill has been reduced from
$250 to $175 for a single person and from
$400 to $300 for a couple.
My colleagues and I offer this propo-

sal because we believe it offers the most
constructive approach to providing a
sound, voluntary medical care program
for our older citizens. It would supple-
ment the Kerr-Mills plan which is geared
to providing assistance to the medically
indigent, by offering a medical program
to those aged persons of modest incomes
not eligible under Kerr-Mills.
As our older citizens have come to con-

stitute a larger percentage of our popu-
lation, increasing attention has under-
standably been devoted to the special
problems which confront them. The life

span of the American people has in-
creased 20 years since 1900, largely as
a result of advances made in the fields of
medicine, drugs, and hospital care. The
1960 census reported 16.6 million Ameri-
cans 65 or over, and it is estimated that
by 1970 there will be more than 20 mil-
lion in that age group.

One reflection of our concern for this
segment of our population is the in-
creasing attention which is being given
to the difficulties some of these citizens
encounter in meeting their medical costs.

The sharp increase in longevity has been
accompanied by serious budgetary prob-
lems for many individuals required to
finance those extra years after relin-
quishing full-time jobs. This financial
situation has been aggravated by rising
costs of medical care. Hospital costs
have tripled in the last 15 years and
people over 65 years of age spend, on
the average, more than 2 Vz times as long
in the hospital as those under 65. It
has been estimated that hospitalization
which cost $8 or $9 per day in 1947 has
risen to $30 and $35 today. It has become
virtually impossible for many of our older
citizens to finance the medical treat-
ment they require. The question is not

whether such a problem exists, but how
it can best be met. We are debating the
question of who should receive help in
meeting their medical expenses and how
this help should be paid for.

The enactment of the Kerr-Mills Act
in 1960 provided tangible evidence of
congressional interest in helping to re-
lieve some of the financial medical bur-
den of our elderly. It marked a sig-
nificant step forward and all of us are
indebted to the senior Senator from
Oklahoma [Mr. Kerr], for his leadership
in advancing that legislation. Kerr-
Mills has been implemented in 24 States,
Puerto Rico, Guam, and the Virgin Isl-

ands, and is in the process of being ap-
proved in 10 other States. As of April
1962, 96,000 persons were participating in
the program Massachusetts was one of
the first States to participate in the pro-
gram and its benefits are among the
most liberal. In fact, as of April,
Massachusetts along with three other
States received 90 percent of the total
payment issued by the Federal Govern-
ment under the present law.

Kerr-Mills is helpful legislation. I be-
lieve, however, that a further medical
assistance program is needed to supple-
ment it, to help persons who, although
not meeting the "medically indigent"
criteria of Kerr-Mills, possess modest in-
comes insufficient to enable them to meet
their basic medical demands. The
amendment presently before us, would,
in my estimation, provide such a pro-
gram.
Like the Eisenhower administration

medicare bill, which I sponsored in 1960,
this amendment embodies the following
essential principles: First, it is a
voluntary program and not one based on
compulsory social security financing;
Second, it involves Federal-State match-
ing and State administration; Third, it

offiers benefits to meet the specific needs
of an aged participant; and, Fourth, it

requires some participation on the part
of the individual participating in the
program.
Our amendment provides 3 optional

plans from which participants can select
the one they best feel is suited to their
individual needs. Total costs of $100
to $128 per person per year would in-
clude a modest enrollment fee paid by
the individual participant and Federal-
State matching based on the per capita
income of the State.

OPTIONS

The three options offered to par-
ticipants would be as follows:

PREVENTIVE CARE PROGRAM

First, a diagnostic and short-term ill-

ness plan emphasizing preventive medi-
cine. The minimum program offered
under this plan is estimated to cost an
average of $100 per person per year and
would provide: first, 21 days of hospitali-
zation—or equivalent skilled nursing
home services; second, 12 physicians'
visits in home or office; third, diagnostic
laboratory and X-ray services up to $100;
and, fourth, organized home health care
services up to 24 days.

States could also expand this preven-
tive plan to include a maximum package
which would provide, first, 45 days of
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hospital care or equivalent nursing home
care; second, physicians' services for 12

home or office visits; third, total costs for

ambulatory diagnostic laboratory and
X-ray services; and, fourth, 135 days of

home health care services. It would also

include any other type of medical serv-

ices provided for by the State plan.

Aside from the enrollment fees, the Fed-
eral and State Governments would con-
tribute to the cost of this maximum pro-
gram up to a combined total of $128.

Any cost in excess of $128 would be
borne by the State.

Statistics show that preventive care
is needed more by aged persons than
long-term hospitalization, which is em-
phasized in the Anderson proposal and
which encourages the overutilization of
already heavily burdened hospital facul-

ties. In our opinion, it is desirable to em-
phasize preventive features in a health
program. It is wiser and less costly to

seek to keep a man healthy and ambula-
tory than to wait until he becomes
chronically ill.

No deductible is included in this diag-
nostic and short-term illness plan, al-

though participants would pay an en-
rollment fee expected to range from $10
to $12.80.

MAJOR ILLNESS PROGRAM

The second alternative is a long-term
major illness plan which contains a de-
ductible feature of $175 for an individual
or $300 for a couple. The basic plan
would provide, following the deductible,
80 percent of the costs of, first, 120 days
of hospitalization; second, up to 365 days
of nursing home services; third, surgical
services provided in a hospital; and,
fourth, full home health care services.

The minimum program which could be
provided here is estimated to cost $100
per person per year.
A State could expand this long-term

illness plan to include 80 percent of the
following costs after payment of the
first $175: First, 180 days of hospital
care; second, full nursing home care;
third, full home health care services;

fourth, surgical services in hospital, of-
fice or home; fifth, first $200 laboratory
and X-ray services; sixth, first $350 of
prescribed drugs; and, seventh, other
physicians, major dental and private
duty nurse services. Again, the Federal
and State Governments would contrib-
ute to the cost of this maximum program
up to a combined total of $126 per per-
son per year.
This second comprehensive package

would benefit an individual or a couple
who are worried about a major illness

which would hospitalize them for a long
period of time. The inclusion of sur-
gery, physicians, major dental and pri-

vate duty nurse services provides a more
attractive long-term plan than the An-
derson amendment.

PRIVATE INSURANCE PROGRAM

The third option encourages the pur-
chase of a private insurance plan by
enabling the Federal Government and
the State to share up to one-half of the
cost of an insurance premium purchased
by an aged person up to a maximum of
$60 per year. The total cost is not limit-

ed so that the individual retains a wide
choice of plans.

Many insurance firms have been ex-
panding and improving their programs
for the aged and should be encouraged
to formulate more liberal policies for
the elderly at moderate rates. In fact,

one salutary result of the continuing dis-

cussion of this important subject has
been to stimulate private health plan
groups to accelerate their efforts to im-
prove and expand their programs.

In Massachusetts, Governor Volpe re-

cently signed into law the Massachusetts-
65 program which enables insurance
carriers to pool their resources in devel-

oping new forms of insurance protection

for our senior citizens. Connecticut, New
York, and Mississippi have also author-
ized this type of pooled action. It is

also my understanding that Blue Cross-
Blue Shield is working on a low-cost
medical program for the aged which it

may submit next fall.

ELIGIBILITY

Eligible for benefits under our amend-
ment would be all persons aged 65 or

over who did not pay a Federal income
tax in the preceding year or whose in-

come for Federal tax purposes in the
preceding year was $3,000 or less

—

$4,500 for a couple—and who are not re-

ceiving medical care under old-age as-
sistance or other Federal medical as-

sistance program. Under our substi-

tute means test, a person will not have
to pauperize himself to receive assist-

ance, yet only those persons who are
financially in need can qualify. This is

in contrast to the Anderson proposal
which allows participation regardless of

income or wealth. It is estimated that
12.3 million aged persons would qualify

under our program. HEW estimates
that, based on 75 percent anticipated
participation, the annual cost would be
about $1 billion.

ADMINISTRATION

Administration of this program would
be vested in the States after the Secre-
tary of Health, Education, and Welfare
confirmed that a State plan met the
standards set forth in this amendment
and approved those provisions for which
specific standards are not stipulated. I

believe this medical program should be
State administered and not federally
oriented, because by being closer to the
needs of its people, a State is able to

tailor its program more effectively to
meet the requirement of its senior citi-

zens. In addition, a State-administered
program would avoid cumbersome Fed-
eral control and extensive regimentation
over the plan's services and payments.

FINANCING AND ENROLLMENT FEE

A basic feature of our substitute is that
it would be financed out of general reve-
nues—except for the enrollment fees

—

on a Federal-State matching basis rather
than under a compulsory social security
system. The Federal share would be
based on the per capita income of each
participating State but would be no less

than 33 y3 percent nor more than 66%
percent of the cost in any State. The
Federal Government would also pay one-
half of a State's administrative costs.

In addition, each participant would be
required to pay a small enrollment fee

—

$10 to $12.80 yearly minimum. This en-

rollment fee would be determined by the
State and would be based on a minimum
of 10 percent of its average per capita
cost of the program. Payment of this

fee by employers or under welfare or
pension funds is permitted.
To my mind, the question of how the

funds are raised to implement a pro-
gram of health benefits is crucial. I am
opposed to the social security method of
financing and therefore I am opposed to
the Anderson-Javits amendment.
Many improvements have been made

in S. 909—the administration bill—as it

has been modified by the efforts of a bi-

partisan group of Senators, of whom the
Senator from New Mexico [Mr. Ander-
son] and the Senator from New York
[Mr. Javits] have been the leaders. All

are to be .commended for their efforts to

strengthen the original measure and for
the success they have achieved. The
Senator from New Mexico [Mr. Ander-
son] and the Senator from New York
[Mr. Javits] have worked particularly
hard to this end and they deserve rec-
ognition for their contribution. Those
of us who have joined together in the
substitute I am now offiering are also
glad to acknowledge our heavy debt to
the Senator from New York [Mr. Javits] .

Despite the improvements which were
made in the original Anderson bill dur-
ing the deliberations of the bipartisan
group to which I have referred, the bill

remains predicated on a feature which I
find objectionable: the program is to be
financed largely by means of taxes levied

on our social security system.

The administration proposal would be
financed by increasing the social security
tax on employees, employers, and self-

employed persons and by raising the tax
base from $4,800 to $5,200. Under pres-
ent law, an employer and employee pay
3Va percent or $150 apiece per year in
social security taxes. By 1968 this tax
will increase to 9% percent and will cost
employee and employer $222 apiece per
year. If the administration proposal is

approved, another one-half of 1 percent
will be added to the tax and each would
be paying $253 in 1968. At the same time,
a self-employed person who is now con-
tributing $225 in social security taxes
will be paying $331 in 1968. If the ad-
ministration plan is adopted, he will be
paying a total of $379 instead of $331.
This is an alarming increase over a span
of 6 years in social security taxes. Where
will it stop?

Everyone who has worked to come up
with a satisfactory plan in this area
knows how difficult it is to prevent cer-
tain inequities from creeping into any
system which can be devised. But it

seems to me that a socal security based
system of medical care contains a major,
glaring injustice. Unquestionably it is a
regressive tax. It is not based on ability

to pay whch is the traditional way in

which we have distributed the tax bur-
den but rather places a far greater rela-

tive burden on persons with limited in-
comes. Percentagewise, the worker
earning $5,200 would be paying a greater
percentage of his gross income in support
of the program than would a person
earning in excess of this figure. Use of

the general revenue approach, on the
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other hand, means that ftie costs will

eventually be borne by those most able

to pay. I firmly believe this is the pre-
ferable way of raising the money.

It has been said in debate that citi-

zens seem to prefer a social security

based system and that therefore it

should be supported. There is increas-
ing evidence that the Nation is having
second thoughts about this method of

financing. To cite one example, the
most recent Gallup poll on the subject
notes a rather sharp decline of 7 per-
centage points since March in support
of a social security based system.
Among the people most directly involved
in the matter—those citizens aged 60
and over—the decline in support was
even greater—9 percentage points. The
gap is thus rapidly being narrowed.

VOLUNTARY VS. COMPULSORY

I also object to the compulsory health
care financing of social security. I much
prefer our traditional democratic prin-
ciples of voluntary participation and
free choice. The initiative of our citizens

and our Federal, State and local gov-
ernments has helped make us probably
the healthiest Nation in the world today.
Our facilities and know-how are un-
surpassed and people come from all over
the world to take advantage of them.
We can continue best to contribute to

the greatness of our country by helping
resolve the medical needs of our elderly
in the true American spirit—putting our
shoulders to the wheel and solving this

problem through voluntary programs
and methods. I submit that the support
of the medical profession is likely to be
much more enthusiastic in connection
with this voluntary participation plan
than under a social security based
program.

SUMMARY

In summary, our amendment calls for
a voluntary program rather than one
based on compulsory social security
financing. It places the financial bur-
den on those most able to pay rather
than- establishing a regressive tax which
falls most heavily on those income groups
least in a position to pay the costs. It

provides options so that an idnividual
may select the plan which best meets
his needs. It involves Federal-State
matching and State administration. It

requires some participation on the part
of individuals enrolled in the program.
I hope it will prevail.

I hope the amendment may be sub-
stituted for the Anderson amendments.

I yield 20 minutes to the Senator from
Hawaii.

Mr. FONG. Madam President, I com-
mend the distinguished senior Senator
from Massachusetts for his very clear,

direct, and excellent statement on the
substitute amendment, which I am privi-
leged to cosponsor with the distin-
guished senior Senator from Vermont
[Mr. Aiken] , the distinguished junior
Senator from Pennsylvania [Mr. Scott],
the distinguished junior Senator from
Delaware [Mr. Boggs], the distinguished
junior Senator from Vermont [Mr.
Prouty], and the distinguished senior

Senator from New Hampshire [Mr.
Cotton].

Of all the health insurance measures
offered to this Congress, I am firmly con-
vinced the best by far is the pending
plan.
At the outset, I pay tribute to the

senior Senator from New York LMr.
Javits], whose yeoman work produced
this plan 2 years ago and whose constant
endeavors continued to improve it since
then. We were proud to join him as
cosponsors of the earlier versions. I

for one deeply regret we must part com-
pany with our colleague, Senator Javits,

a pioneer in the health insurance field

who is now cosponsoring the social se-
curity plan of the junior Senator from
New Mexico [Mr. Anderson].
We thought the Javits plan was best

2 years ago, and we still hold those views.
Our plan offers medical benefits most

closely tailored to the special needs of
those age 65 and over.

Our plan offers the greatest protection
against Federal encroachment upon the
practice of medicine.
The cost of our plan is moderate, and

the Federal share of costs is widely and
fairly distributed among all taxpayers in
accord with their taxable income.
Our plan provides for States, rather

than the Federal Government, to estab-
lish and administer medical plans which
must meet minimum benefit require-
ments.
Our plan permits and encourages con-

tinuation of private health insurance
plans for those 65 and over who prefer
such protection.
Our plan permits freedom of choice

—

freedom to individuals to select the bene-
fit package which best fits their individ-
ual circumstances; freedom to choose
their doctor; freedom to choose their
hospital; and freedom to participate or
not to participate in the program.
Our plan is the only proposal which

places the emphasis where it belongs

—

that is, on preventive care and on medi-
cal care, rather than preponderantly on
hospital care.

Under the Saltonstall amendment,
persons 65 and over of modest income
would have three benefit packages to
choose from: a preventive, diagnostic,
short-term illness plan; a long-term so-
called catastrophic-illness plan; and
private voluntary insurance.

Covered by our plan would be some
12 million persons 65 or over. These are
substantially all the aged persons who
may need assistance toward their health
care costs.

Persons qualifying for old-age assist-

ance medical care or Kerr-Mills medical
care would be covered by existing pro-
grams. Of the estimated 17 million
persons in the 65-and-over age bracket
more than 2V2 million are receiving old-
age assistance and an estimated 1 mil-
lion more are eligible for Kerr-Mills
medical assistance.

Eligibility provisions of the Saltonstall
amendment are very liberal. There is

an age requirement of 65 years or over.

There is a residence requirement in that
a person would be permitted to enroll
in a plan under the State in which he
had resided at the beginning of the en-
rollment year.

There is an income requirement which

is very liberal and which will avoid a
means test for the overwhelming major-
ity of senior citizens.

Any person 65 or over would be eligi-

ble who did not pay any Federal income
tax for the taxable year immediately
preceding the enrollment year. As the
junior Senator from New Mexico [Mr.
Anderson] stated on the floor of the
Senate last Friday, "about 80 percent
of the aged have no tax liability."

Thus, 80 and perhaps 90 percent of

those 65 and over would automatically
qualify. It is a very simple matter to
verify Federal income tax returns and
there would be no need for the admin-
istrators of this program to pry into the
bank accounts and assets of individuals.

Those elderly persons who have no
financial worries do not constitute part
of the national problem and since the
well-to-do are not part of the national
problem, there would be no justification
for using Federal funds in their behalf.

Therefore, some ceiling on income for
eligibility is necessary and is included,
just as old-age assistance contains a
means test; just as aid to dependent
children requires a means test, aid to the
blind, aid to the permanently and totally

disabled, low-rent public housing, school
lunch program, veterans pensions, and
some veterans hospitalization for non-
service-connected disability all have
means tests. Yet they are not con-
demned for that. Indeed, this repre-
sents a prudent use of the taxpayers
money in that it goes to those who most
need assistance.

I want to emphasize that the income
ceiling test would operate in relatively

few instances. More than 80 percent
of those persons 65 and over would qual-
ify on the basis of having paid no Fed-
eral income tax for the preceding year.
The fact that relatively few investiga-

tions would be required to verify eligi-

bility would keep down administrative
costs. It would avoid many of the com-
plaints against investigative costs in-
curred under Kerr-Mills.
The distinguished senior Senator from

Massachusetts [Mr. Saltonstall] has
already described the provisions of our
plan. I want to say that I am in com-
plete accord with the excellent exposi-
tion of my colleague. He has master-
fully stated why we cosponsors feel com-
pelled to offer a substitute for the
Anderson-Javits social security plan.

I shall not delay the Senate by repeat-
ing terms of the amendment, but ask
unanimous consent that a summary of
the three options be presented in the
Record at this point in my remarks.
There being no objection, the sum-

mary was ordered to be printed in the
Record, as follows:

OPTION NO. i: PREVENTIVE, DIAGNOSTIC, AND
SHORT-TERM ILLNESS PLAN

1. Minimum of 21 days hospitalization a
year.

2. Three days of nursing home care for
each unused hospital day approved by the
State.

3. Twenty-four days of home health serv-
ice per year.

4. Twelve days of surgeons' and physicians'
services per year, outside of hospital.

5. Diagnostic, laboratory, and X-ray serv-
ices up to $100 per year.
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6. No deductibility and no coinsurance;

this pays for all specified costs beginning
with the first dollar of such costs.

7. Permits individual to obtain protection
before chronic Illness should set in. The
individual obtains benefits as soon as needed.

8. Benefits are fully adequate from a med-
ical point of view for the average health
care needs of the older citizens in short-term
illness cases.

9. By giving priority to preventive care,

we help avoid the hazard of overcrowding
hospitals and other institutional facilities.

(Note.—These are services toward which
the Federal Government would render fi-

nancial assistance; States could enlarge ben-
efits at State cost. Individuals applying for
benefits would be required by the States to
pay enrollment fee of at least 10 percent of
per capita costs of benefits provided.)

OPTION- NO. 2: LONG-TERM CATASTROPHIC ILL-

NESS PLAN

1. Minimum of 120 days per year in hos-
pital.

2. Surgical services to hospital inpatients.
3. Skilled nursing home services 365 days

a year.
4. Organized home health care services

365 days a year.
5. Such of the following services as the

State may elect to assist up to 80 percent of
cost: physicians' services; outpatient hospi-
tal services; private duty nursing services;

physical restorative services; dental treat-
ment; laboratory and X-ray services up to
$200 a year; expensive drugs up to $350 a
year.

6. Government pays 80 percent of the cost
of above services; individual 20 percent.
Deductible of $175 If single; $300 If married,
each year, although the State could reduce
the deductible amount in the plan it offers.

(Note.—These are services toward which
the Federal Government would render fi-

nancial assistance. States could enlarge
benefits at State cost. Individuals applying
for benefits would be required by the States
to pay enrollment fee of at least 10 percent
per capita cost of benefits provided.)

OPTION NO. 3: PRIVATE HEALTH INSURANCE
An individual might select a private health

insurance policy toward which premiums
the Federal Government and the States
would share up to one-half, but not more
than $60, each year.

Mr. FONG. Madam President, the
minimum cost for either the preventive-
care package or the catastrophic-illness
benefits package is estimated at $100 a
year. The Federal Government would
be permitted to contribute toward an ex-
panded benefit package up to a total
cost of $128 per year. This feature of
our health insurance plan would en-
courage States to expand their benefits
beyond the minimum stipulated in the
bill.

An example of the maximum package
benefits under the preventive care option
would be: physicians' services, 12 days
office and home ; inpatient hospital serv-
ices, 45 days; unlimited ambulatory, X-
ray, and laboratory services; unlimited
organized home health care services;
skilled and nursing home services, 135
days. States so desiring could, of course,
go beyond this, but this is what could
be offered if the Federal Government
contributed a maximum of $128 toward
preventive care services and if the States
are willing to go that far.

So, for those who want preventive care
and want the eosts met starting with the
first dollar, without any deductibles or

coinsurance, there is a very good plan
under this amendment, all for a small
enrollment fee.

This preventive care program provid-
ing between 21 days hospital care at
minimum and 45 days at maximum
without any deductible and without any
sharing of costs between patient and
the Government, meets the real need of

the great majority of the elderly. The
UJS. Government statistics show that
the general average hospital stay is 21
days. Ninety percent stay an average
of 14 days, while only 10 percent of the
aged hospitalized stay more than 31 days
per year in the hospital.

Also, by providing diagnostic and pre-
ventive care starting with the first-

dollar costs, early care is made avail-

able which could preclude long chronic
illness stays.

For those who can take care of them-
selves, unless they run into a bad prob-
lem, there is a long-term catastrophic
illness plan under which they pay the
first $175 of costs in long illness, and
20 percent of the balance of costs, plus
a small enrollment fee.

A Federal contribution of $128 toward
long-term or catastrophic illness would
permit such services as 180 days hos-
pital care; 365 days skilled and nursing
home care; 365 days organized home
care service; surgical procedures; lab-
oratory and X-ray services up to $200;
physicians' services; dental services;

prescribed drugs up to $350 ; private-duty
nurses ; and physical restorative services.

Every person hospitalized under the
Anderson-Javits plan would pay a min-
imum of $20 up to a maximum of $90 for
hospitalization care, plus all surgeons'
fees and doctors' fees, plus major med-
ical expenses. If a person decides to
have protection against the latter, he
would have to buy insurance under some
private arrangement and pay premiums
accordingly.
The Saltonstall plan more closely ap-

proximates the varying needs and vary-
ing pocketbooks of those age 65 and older
than any other plan before Congress.
The costs of these benefits would be

financed by Federal-State matching
funds and individual enrollment fees
based on a State-determined schedule
with the lowest fee not less than 10 per-
cent of per capita cost. The Federal
share would be based on per capita in-
come of each participating State, but
no less than 33% percent nor more than
66% percent. Federal matching funds
would be available to States on programs
costing up to $128 per capita. States
would be reimbursed for one-half of the
administrative costs.

Inasmuch as persons 65 or over who
desire health insurance protection would,
under the Anderson-Javits bill, which
does not provide surgical or doctors' costs
or medical care, need to buy insurance
covering doctors' fees and major medi-
cal expenses, there should be no objec-
tion to the very modest yearly enrollment
fee requested of individuals under the
Saltonstall plan which would be some-
where between $10 and $12.80 a year.
Furthermore, the fact that the elderly

individual is contributing in some part

toward the costs of the health insurance
benefits—and these are very generous
benefits—win give him the feeling of en-
titlement to these benefits, rather than
a feeling that he is being given charity.
Much ado has been made about the

social security principle under which
each covered wage earner contributes to-
ward the benefits he or his family would
eventually derive. Because it is a con-
tributory system, it is said, the wage
earner's attitude is that he is not a chari-
ty case. He is said to believe his con-
tributions build up rights for him to
claim at such time as he or his widow or
surviving children should qualify for
them.
The medical insurance plan I have co-

sponsored, through its requirement for
enrollment fees for participating indi-
viduals, also removes our plan from the
category of charity. Under our plan the
individual also will be buying rights,

through the enrollment fee, in much the
same way as wage earners do through
social security taxes.

The Anderson-Javits plan has no
monopoly on the concept of buying
rights. The social security system has
no monopoly on the concept of buying
rights.

As a matter of interest, what will

happen to the rights the wage earner
bought when he exhausts the admittedly
skimpy benefits available to him under
the Anderson-Javits plan after he be-
comes age 65 in event illness strikes?

Somehow, he must provide for pay-
ment of doctor bills and surgeon's fees,

for private nursing, for expensive drugs,
and for all the other major medical ex-
penses. Those costs may be such that
he may have to ask for assistance under
Kerr-Mills and be subject to the means
test and all that.

The so-called rights he bought through
years of contributions to the social secu-
rity health insurance fund may—and I
predict will—if the Anderson-Javits bill

is enacted and benefits remain the same,
prove to be very illusory and temporary
and fleeting and not at all satisfactory.

The idea that only the social security
contributory system will protect an in-
dividual's rights is fallacious. An indi-
vidual also obtains rights when he pays
an enrollment fee as under the Salton-
stall plan and when he pays private in-
surance premium fees.

One of the striking features of the
current controversy over medical care
for the aged has been the administra-
tion's insistence upon financing through
social security. Even by so doing, its

health insurance plans fall far short
of meeting the well-known medical cost
needs of those 65 and over. Only from
18 to 30 percent of the average medical
costs of the elderly would be covered by
the administration-endorsed Anderson-
Javits plan.

This is woefully inadequate health
insurance for our Nation's senior
citizens.

Why then are the benefits not greater?
The answer in part is that the costs
would be too great and the social security
taxes on wage earners and on employers
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would have to be raised too sharply at

one fell swoop.
Since this is the case, why does not

the administration agrees to finance the
costs of a comprehensive medical plan
our of general revenues and spread the
cost burden among a greater number of

our citizens according to their ability to

pay?
Why does the administration insist on

social security financing even though it

hurts the low wage earner the most?
I am advised that 53 percent of the

wage earners in America earn less than
$5,000 a year. They need every cent for

day-to-day living expenses. Why does

the administration insist on taking
$27.50 from them every year to pay for

health insurance for somebody else?

There is another consideration regard-
ing social security financing that is most
disturbing. There is grave doubt that
the proposed increases of one-fourth of

1 percent on employee and one-fourth
of 1 percent on employers, plus raising

the amount of taxable wages from $4,800

to $5,200, will yield sufficient revenue
to make the administration's medical
care program actuarially sound. Is

the health insurance trust fund to be
in as bad shape as the other social se-

curity trust funds? The existing social

security fund faces a deficit of $320 bil-

lion. This is more than our total

national debt incurred mainly in three
major wars.
General revenue financing, which is

proposed in the Saltonstall plan, spreads
the responsibility amoung all the people
who are able to pay taxes, in proportion
to their ability to pay. The social secu-
rity approach is practically a sales tax
approach. It taxes those at the lowest
end of the wage scales—in other words,
those least able to pay. Why should
only the wage earners pay the cost of
health insurance for the aged? If this

is a national problem, and it is generally
agreed it is, why should not all taxpayers
bear the burden?

Social security financing of health in-

surance for the aged means wage earners
under 65 years of age will pay the costs
of a medical care program for persons
over 65. Meantime, of course, the under-
65 wage earner must also pay out of
pocket for medical care for himself and
his family. Then, when he reaches age
65, he will not receive one cent of his
contributions to the health insurance
fund unless he becomes ill and is hospi-
talized. At that, the benefits under the
Anderson-Javits social security plan
would pay only 18 to 30 percent of
average medical costs of the aged. After
paying all these years, the wage earner
would discover that he would still have
to pay 70 to 72 percent of his medical
costs after age 65.

Costs under the Saltonstall plan range
from an estimated $970 million total for
the minimum benefits to $1,190 billion

for the maximum, assuming 9 million
persons of the 12 million eligible aged
participate. Of the $970 million es-
timated total cost for the minimum bene-
fits, the Federal share would be $420
million. The State share would be $455
million, and enrollment fees of individ-
uals would produce $95 million. Of the

$1,190 billion dollar total cost for the
maximum benefits, the Federal share
would be $520 million; the State share
would be $550 million; and enrollment
fees of individuals would produce $120
million.

Estimates of first-year costs of An-
derson-Javits range from $1.5 to $2.4
billion, which would require increases in

the social security taxes on both wage
earners and employers. Individual wage
earners would pay the tax and then as
consumers along with other consumers
would pay more for goods and services

produced by employers. The social se-

curity tax on employers is a direct cost
of doing business and would have to be
passed on to consumers in higher prices.

Thus, one of the direct effects of the
Anderson-Javits social security increase
will be to raise prices of things Ameri-
cans buy. It will also put American
products at a greater competitive disad-
vantage with foreign producers.

In conclusion, among the advantages
of the plan I am cosponsoring with Sen-
ator Saltonstall, I wish to stress the
following

:

First, it is voluntary.
Second, it is practical, for it builds

upon progress already made by mutual
and private insurance organizations.

Third, it is keyed to those of the aged
who need financial assistance toward
adequate health insurance.
Fourth, it does not put undue strain

on the Federal Treasury because it pro-
vides for State sharing of the costs and
for contributions from individuals.

Fifth, it avoids Federal interference
with the practice of medicine. The
States would set up their separate pro-
grams in accord with the wishes of their
citizens -^ind States would have primary
supervision over the structure and ad-
ministration of the program.

Sixth, it places the burden of the Fed-
eral cost on all American taxpayers^-
unlike the Anderson-Javits plan, which
puts the burden of costs all on the wage
earners and employers.

Seventh, it provides benefits suited to
the special health needs of the aged:
namely, home, outpatient, and nursing-
home care. It recognizes that different

individuals have different medical-care
needs.

Eighth, it conforms to our traditional
American way of caring for health prob-
lems. It avoids experimentation in a
new approach which is untested and un-
tried and which is fraught with potential
dangers to our customary private doctor-
patient relationship and to our entire
medical and health system, which up to
now has made very great progress in the
battle against -disease and illness.

It is risky to embark upon a program
which might discourage young people
from entering the medical profession,
which demands so many years of study
and training. We do not have sufficient

numbers of doctors and nurses now, un-
der our present system of nongovern-
ment medicine. A compulsory medical-
care system financed under social se-
curity might worsen the situation. Why
should we take that risk; and, par-
ticularly, why take it when there is a
better remedy at hand; namely, the

measure proposed by the distinguished
senior Senator from Massachusetts [Mr.
Saltonstall].
Our hospitals are strained to capacity

now. Why embark on a program which
emphasizes hospital care, and which can
only result in greater strain on our hos-
pitals? Especially, why do it when there
is a better remedy at hand?
Even the sponsors of the Anderson-

Javits plan admit the benefits of their
measure do not begin to meet the needs
of our elderly people? They why em-
bark on such an inadequate program,
which falls so far short of these needs?
Our plan is so far superior in terms of
benefits to the Anderson-Javits plan that
there is no comparison.

If the Anderson-Javits amendment is

adopted, many, many elderly persons will

be greatly shocked to learn how little

of their total medical bills is covered.
They will unquestionably have to pro-
tect themselves insurance-wise against
major medical and surgical costs which
are the bulk of the medical-care costs
confronted by our aged.

We believe the Anderson-Javits bill

is an inadequate bill. It is an experi-
ment fraught with far-reaching and per-
haps undesirable consequences for
young and old alike.

As my able colleague from Massachu-
setts said a few moments ago, there is

no dispute as to the need for helping
our senior citizens obtain adequate pro-
tection against the high costs of illness

at a time when their incomes may be
limited. There is a need which remains
unmet today. The dispute arises as to
how best to meet that need.

We all recognize that one of the
greatest fears of the elderly is that they
will be stricken with a costly illness that
may wipe out their savings, rendering
them destitute and possibly impoverish-
ing their children, as well. It is a matter
of uppermost concern to our senior citi-

zens who are not wealthy; and we must
respond.

We are also aware of the amazing ad-
vances in medicine over the past two
decades, which have served all our peo-
ple of whatever age. Medical research
expenditures have multiplied, producing
new medicines and drugs which have
saved many lives and conquered many
diseases. New equipment has been de-
veloped to give finer care for those who
are stricken. All these improvements
have added to the cost of medical care,
in hospitals and clinics and in all fields

of medicine.

More and more people have sought
protection against these rising costs
through private insurance, and the
benefits and the coverage of these insur-
ance plans have been greatly liberalized,

especially over the past 5 years.

Two years ago Congress recognized the
high cost of medical care for our elderly
by enacting the Kerr-Mills program to
provide Federal and State financial as-
sistance to those persons over 65 who
are otherwise self-supporting, but can-
not meet the costs of medical care. The
somewhat stringent means test in that
law, however, leaves a gap—a health-
protection-for-the-aged gap.
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Today we are trying to devise a
method to close that gap. Sponsors and
supporters of the Saltonstall voluntary
health insurance plan, now before us,

believe ours is preferable to the Social

Security method of closing the health
protection gap for senior citizens of

America.
Our plan preserves the dignity and

the rights of our senior citizens.

Our plan is not disruptive of our
American medical system, which is the
finest in the world.
Our plan is reasonable in cost, and

spreads the cost burden more equitably.

I Urge the Senate to adopt this amend-
ment.
Mr. SALTONSTALL. Mr. President,

I yield 15 minutes to the Senator from
Vermont [Mr. Prottty].
The PRESIDING OFFICER (Mr.

Hickey in the chair). The Senator
from Vermont is recognized for 15

minutes.
Mr. PROUTY. Mr. President, there

are now almost 17 million Americans
over age 65. More than 44,000 of these

citizens are in Vermont. Many of them
find it difficult, if not impossible, to ob-
tain adequate medical care, because of

inability to pay for it.

As earnings from employment go down,
or cease altogether, most persons 65 and
over must get along on limited resources.

It is sad to note that a very high portion

of the aged have incomes which fall far

below the threshold of adequacy.
On a nationwide basis, 52.7 percent of

our older people receive less than $1,000

a year in cash income; 76.4 percent of

our older people have a cash income
under $2,000; and 86.4 percent have an-
nual incomes of $3,000 or under.
The median income of aged persons

in 1960 was $950. Only 11.8 percent of

the men and 1.7 percent of the women
received $5,000 or more.

It is one of the tragedies of life that
when income is at its lowest level, the
incidence of illness is at its highest.

The percentage of persons with three or

more chronic ailments is more than four
times greater for the 65-and-over cate-
gory than for those below 65. The num-
ber of bed disability days a person a year
is nearly 100 percent higher for older
people than for those for all other age
groups.
Added to these unfortunate situations

is the fact that the costs of medical care
have risen sharply during the past de-
cade. In truth, the percentage rise in

the medical-care index was approxi-
mately twice that of the overall index.
We have here, then, a problem na-

tional in scope and importance. It re-
quires a national solution. It is our
responsibility to find one.
The essential question facing the

Senate is whether the public interest and
the interest of the aged will be better
served by the existing law—the Kerr-
Mills Act, which perhaps has not been
on the statute books long enough to
make it possible to determine its effi-

cacy—the Anderson amendment, or the
Saltonstall substitute, of which I am a
cosponsor.
As each Senator must, I have to ask

myself which will do the most for older

persons in my State and which program
is devised in the most sensible and
equitable manner.
The Anderson amendment, because of

built-in defects, would do little to pro-
vide care for our older citizens in Ver-
mont. The amendment gives the ap-
pearance of offering benefits in the way
of nursing-home-care services, but the
appearance is a mirage. In order for a
nursing home to be eligible under the
amendment, it would have to be affiliated

with a hospital. There are only two

—

at most three—nursing homes of this

type in the entire State of Vermont. The
Mary Fletcher Nursing Home has 43

beds, and the Bishop DeGoesbriand
Home has 80 beds. Both of these are

now operating at approximately 75 per-
cent of capacity.

The Thompson House, which has a
tie-in with the Brattleboro Memorial
Hospital, has a capacity of 32 beds. It

is full at the present time, and there
is a waiting list.

The other 189 nursing homes in Ver-
mont would not qualify, even though
they provide excellent nursing-home
care.

It is only fitting and proper now to as-

certain within the limitations I have
specified just how much nursing-home
care the Anderson amendment would
make available to senior citizens in Ver-
mont. We have established the fact that
there are only three eligible nursing
homes in Vermont. We have also estab-

lished the fact that the total capacity of

the three eligible homes is 155. We have
further established the fact that the
Brattleboro Thompson House is 100 per-
cent occupied, and that the two Burling-
ton nursing homes have an occupancy
rate of approximately 75 percent, or 93

out of 123 beds.

Thus, Mr. President, in the entire

State of Vermont, which has 44,000 per-
sons over the age of 65, there are waiting
for occupancy only 30 nursing-home
beds, and there are eligible for occu-
pancy only 155.

I think it would be well to look at the
experience our State government has
had to date with nursing-home care.

That experience makes it unmistakably
clear that the Anderson amendment
falls so short of the mark that it would
almost be humorous, if human life were
not at stake.

I said previously that we have 44,000

persons over the age of 65 in Vermont.
Of these, 5,500 are already covered under
a State-administered program of nurs-
ing-home care for recipients of old-age
assistance. Assuming that the health
needs of the 38,500 older persons not re-
ceiving old-age assistance are similar to

those of retired people receiving this as-
sistance, a potential of some 4,000 elderly

Vermonters would immediately be eligi-

ble for nursing-home care under the An-
derson amendment.

So, Mr. President, excluding our old-
age-assistance cases, we have about 4,000
older Vermonters who should have nurs-
ing-home care now; and the Anderson
amendment provides that they can have
it at Government expense if they can
get in the 155 eligible beds in Vermont

or in the 30 eligible nursing-home beds
not occupied.

I do not like to play games with the
health and happiness of any person, and
I think that the Anderson amendment
does precisely this with respect to 16
million Americans over age 65. It sim-
ply gives them nursing-home care with
one hand, and takes it away with the
other.

Since the Anderson proposal will be of
virtually no help to Vermont in regard
to nursing-home care, it is only appro-
priate to inquire about what it would do
in the way of making available hospital
care.

We have in the State of Vermont 23
nonprofit general hospitals, with a total

of 1,791 beds; and 1 privately operated
general hospital, with 24 beds—or a
grand total of 24 hospitals and 1,815

beds. In view of the fact that a hospital

must, for all practical purposes, be ac-
credited by the Joint Commission on the
Accredition of Hospitals, under the terms
of the Anderson amendment there would,
therefore, automatically be excluded 9

of Vermont's 24 hospitals. So the elderly

sick people in many of these communities
could expect no help from the Anderson
amendment if they went to their local

hospital, because the amendment would
not pay their institutional room and
board bill.

Tragic to say, most of the nine in-

eligible hospitals are in relatively smaller
communities to which elderly rural peo-
ple look for their hospital services. It

has been estimated that among the aged
in Vermont, there will be some 2.5 per-
cent hospital confinements a month, or

roughly 963 a year. This figure does
not include the hospital confinement of

persons age 65 and over who are under
old-age assistance.

The Anderson amendment would, on
the one hand, encourage hospitalization;

and, on the other, it would make in-

eligible for participation 9 out of 24 hos-
pitals and 251 out of 1,815 hospital beds,

many of which are in areas of greatest

need.
I am not satisfied with this kind of

program; and I am sure that thousands
of Vermonters will not be, either, when
they find that their Government policy

is not good at their local hospital.

We have seen, then, Mr. President,

that, according to the best data made
available to me, only 3 of Vermont's
192 nursing homes would be eligible for

participation in the Anderson program,
and over one-third of Vermont's hospi-

tals would be ineligible.

I am proud to say that under the Sal-

tonstall amendment, of which I am a
cosponsor, all nursing homes and hos-

pitals licensed by the State would be able

to help the thousands of elderly citizens

of my State who want a good hospital-

care program.
To turn to another point, one of my

principal objections to the King-Ander-
son bill was its predominant reliance on
inpatient hospital services, rather than
on preventive care. Eighty percent of

the long-term King-Anderson expendi-
tures were dedicated to such inpatient

hospital services. I am even more dis-

tressed by the Anderson-Javits amend-
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ment, whereby almost 90 percent of its

long-term benefit costs would be for hos-

pital services. In the first year, almost
98 percent of the cost would be hospital

benefits.

The Saltonstall substitute places the

stress where it should be: on preventive

care.

If the Federal Government is going to

spend a great deal of money, I think it

is important that it spend the money to

help older people maintain health, in-

stead of simply spending it to cure sick-

ness.

The cooperative-type health plans
have demonstrated beyond question that

when plans undertake to provide pre-

ventive medical care, they succeed in

cutting down tremendously hospital uti-

lization. This is important because
hospital costs have risen about three
times as fast, in the past 30 years, as

have medical costs generally; and it is

patently clear that the best single way
to reduce expenses for medical care is

to keep people as healthy as possible and
out of hospital beds.

It is very interesting to compare the
results achieved by cooperative-type
health plans that deal in both medical
and hospital services with the results

from voluntary plans that simply deal
with hospital care.

The facts are absolutely astounding.
In 1956, Blue Cross subscribers nation-
ally used an average of 995 days of hos-
pital care per 1,000 persons covered. In
Michigan the figure was 1,100 days per
1,000 persons covered. However, mem-
bers of Group Health Cooperative of

Puget Sound used only 562 days of hos-
pitalization per 1,000 members; and at

the Group Health Association, of Wash-
ington, D.C., the figure was only 546
days. On the average, 10 of each 100

Blue Shield subscribers in New York City
are hospitalized each year, compared to
only 8 out of 100 subscribers to the
direct-service Health Insurance Plan of

Greater New York.

In view of these facts, I think it is

highly unfortunate that the Anderson
amendment places its emphasis on hos-
pital care.

It should be noted, also, that the Sal-
tonstall proposal takes cognizance—but
the Anderson one does not—of the fact
that the needs of elderly persons vary
greatly, according to their health situ-
ation, their financial situation, and the
availability of institutional facilities. It

does this by providing a voluntary plan
for medical care for the aged which con-
tains three options, any one of which
may be selected by the individual cov-
ered. The plan would benefit all per-
sons 65 or over who are not on public
assistance and whose income is no more
than $3,000 per year, for a single per-
son, or $4,500 per year, for a married
couple. It is common knowledge that
about 94 percent of persons age 65 and
over have a total annual income of less

than $5,000. It is within this group that
real health-care problems are found.
The Rockefellers would not be eligible

under the Saltonstall proposal; and why
should they be? They would, however,
be entitled to help under the Anderson
amendment.

Let us look at some of the preventive
health services available under the Sal-
tonstall amendment. Under the first

option there will be required, as an abso-
lute minimum, program payment for 12

home or office visits with a physician,

the first $100 of ambulatory, diagnostic,

or X-ray services, and up to 135 days of

visiting nurse or other home health care.

There is also, under the same option, a
minimum hospital and nursing home
program ; but the first option in the en-
tire Saltonstall approach is one with
stress on preventive care, and that will

prevent our running the risk of over-
utilization of hospital and other institu-

tional facilities.

For the individual who is not con-
cerned about the first few dollars of

medical-care costs, but who needs to

obtain protection against long and seri-

ous illness, there is a major medical ex-
pense program with a reasonable de-
ductible. This second option provides
for an absolute minimum of 120 days of

hospitalization, up to a year of full

nursing-home service, and all home
health-care services. Provision is also

made in this option for surgical services

up to 80 percent of the cost incurred
after the first $250. If the States found
it desirable or appropriate, they could
reduce the amount of the deductible as

they might see fit.

There is still another option which
takes into account the sentiments and
need of those who wish to choose a pri-

vate health insurance policy tailored to

meet their, requirements. Under the
third option in the Saltonstall program,
an individual could receive 50 percent of

his premium expense for a private policy,

but the Government contribution would
not exceed $60 a year.

We have seen that when a plan does
not include preventive health services,

hospital utilization jumps tremendously.
No one can deny that the Anderson plan
will do this; and the most fantastic thing
of all is that it will increase utilization

at the same time that it makes ineligible

great numbers of nursing homes and
hospitals.
In contrast, the Saltonstall proposal

will take advantage of all hospital and
nursing-home facilities recognized as
adequate by State law, and will guard
against overuse of these facilities, by
helping people to stay healthy, rather
than by simply curing, their sickness.
Of all the health-care proposals, the

Saltonstall measure offers the wisest ap-
proach to the health needs of persons
over age 65. It builds upon the founda-
tion already laid by nonprofit and com-
mercial insurance organizations. It

allows each individual to select the op-
tion most in keeping with his own needs.
It does not interfere, as the Anderson
amendment does, with the standards
that have been set by the States for then-
hospital and nursing homes. It requires
cooperation between the Federal Govern-
ment and the States, and only token
contributions from policyholders.

Last of all—although this is one of the
most important points of all—it will be
financed in the soundest and most
equitable manner—out of general reve-
nues which are derived from taxpayers
according to their ability to pay.

The medical-care program under the
Anderson amendment would accelerate
a dangerous trend which is placing a
disproportionate tax burden on younger
workers and is making more tenuous the
relationship of tax contributions to bene-
fits received.

Although few persons stop to think
about it, the tax which would support
the Anderson program would be steeply
regressive. The heaviest tax burden
would be placed on those least able to
bear it.

In addition, it is inequitable and eco-
nomically unsound to finance this pro-
gram, which is national in scope and
concern, from a regressive tax imposed
only upon a limited segment of the econ-
omy—its working men and women.
Within recent years there has been a

trend of liberalization of the old-age
survivors and disability insurance system
which will have the effect of greatly in-
creasing the ratio of taxes paid to bene-
fits received for our younger workers.
The Anderson medical-care plan would
not only continue this trend, but would
aggravate it.

An actuarial study released by the
Social Security Administration has esti-

mated that workers over age 20 in 1958

—

the present members of the system—and
their employers will pay, as a class, only
about 42 percent—21 percent each—of
the value of their benefits. On the other
hand, workers who were under age 20

—

the so-called new entrants—and their
employers will pay 169 percent—84.5

percent each—of the value of their bene-
fits. The disparity would be much more
marked, of course, if aged workers were
compared to the new entrant class.

Moreover, these figures do not reflect the
liberalizations enacted by the 1958 and
1960 social security amendments.

It should be clearly understood that
under the Anderson plan there would be
no relationship between the individual's
tax payment and the medical benefits he
would receive or between his former
earning capacity and the benefits he
would receive. Moreover, there would be
no relationship between the medical
benefits received and the individual's
need for them. A man could receive full

benefits under the Anderson medical
program even though he was independ-
ently wealthy, and even though he was
continuing to work and to earn at his
normal rate.

An increase in the regressive social

security tax would place an even heavier
burden on the low-income family. Such
a method of taxation may be justifiable

when there is a direct relationship be-
tween tax contributions and benefits
payable; but it is inappropriate, and
often inequitable, when applied to a
benefit scheme, such as that presented
in the Anderson program.
The Tax Foundation has recently con-

cluded a study, the purpose of which was
to determine the relative tax burden
borne by families in various income
classes. The results confirm what al-
ready was obvious: The taxes levied to
support social insurance programs are
the most regressive class of taxes pres-
ently imposed by the Federal, State, or
local governments.
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In 1958, every family with an income
under $2,000 paid over 6 percent of that

income to support the Federal Govern-
ment's "social insurance" programs

—

principally social security. This is more
than twice the rate paid by families with

incomes between $8,000 and $10,000, and
five times the rate paid by families with

incomes of $15,000 or more. A table,

prepared by the Tax Foundation, illus-

trates graphically that these social in-

surance taxes are far more regressive

than the much maligned sales and excise

taxes levied by the Federal and State

and local governments.
These facts cannot be answered by the

assertion that the absolute size of social

insurance taxes is small. In 1958 the

Federal social insurance levies accounted
for almost 40 percent of the total tax

burden on families with incomes under
$2,000, and more than 20 percent of all

the taxes, State, Federal and local, which
such families paid. Moreover, the social

insurance levies have the effect of unbal-
ancing the whole tax burden, with much
higher rates for those with incomes in

excess of $15,000. However, the social

insurance taxes tipped the scales so that
families with incomes of less than $2,000

paid a higher total rate of taxes than
that paid by any other class of families,

except those with incomes of $15,000 or

more.
Furthermore, the number of persons

affected is large. In 1957, more than
12 million families and unattached in-

dividuals had incomes of $2,000 or less.

Three-fourths of those were under age
65.

Moreover, I am not at all sure that all

of the American people—including those
who are in favor of the new medical-care
program—are aware of the tax increases

scheduled in the social security law
which are necessary to finance the pro-
gram we already have. We should keep
in mind the fact that we are already
committed to a 50 percent increase in

the social security payroll taxes by 1969,

even if we make no further liberaliza-

tions. If the Anderson proposal were
accepted by Congress, the ultimate tax
rate in 1969 would be nearly double
the present rate. Right now, an em-
ployee making $2,000 a year pays a
social security tax of $60. By 1969, he
will be paying $90, even if there are no
liberalizations. If the Anderson bill be-
came law, that worker would probably
be paying close to $110.

On the basis of the facts I have al-

ready given, it seems to me that the
social security method of financing
medical care for the aged would be both
inequitable and economically unsound,
and cannot be justified on the basis of
a return commensurate with the burden.

We have a social security system be-
cause there is a great need for it. As a
class, the aged havt found it difficult or
impossible to provide for their security
in old age. The object of the social
security system is to replace some of the
wages lost because of old age, disability,

or death. The object is to provide in-
come maintenance for a group which
otherwise would have insufficient income
to assure a decent and dignified exist-
ence. However, the problem of low in-

come is not restricted to persons over 65.

Indeed, as I have mentioned, in 1957
about three-fourths of the families and
unattached persons with incomes under
$2,000 were composed of younger workers
and their families. Under the existing
financing arrangement, these younger
workers with low incomes are the ones
who must bear the heaviest social se-

curity tax burden. What sense or equity
is there in increasing this burden? What
sense does it make to take from one
low-income group and give to another?
I can see none. These younger workers
with low incomes not only bear a dis-

proportionate part of the burden of sup-
porting the aged, but they must also
find somewhere the resources with
which to feed, clothe, and house their
families. Moreover, they must educate
their children, of whom there are sev-
eral million. This must be done from
income, which, according to the Bureau
of Labor Statistics, would not be suffi-

cient by half to maintain a family of
four on an adequate standard of living.

Even if social security financing were
not regressive, it would still be objection-
able as a means of financing medical
care for the aged, because it is imposed
only on workers and their employers.
Assuring adequate medical care for the
aged is an obligation which ought to
rest on the whole economy, not just on
the workers.

At the present time, the issues of un-
deremployment and national growth are
much before the public. I think we
should not blind ourselves to the possi-
ble adverse effects of steadily increasing
social security taxes. When social se-
curity was inaugurated, the idea was to
provide a basic "floor" of protection.
Taxes were to be small, so that the indi-
vidual would be able to retain at least

a part of his freedom to save and invest
as he saw fit. If the President's medical
care and other proposals are accepted, we
shall be heading toward a level equal to
about 10 percent of the present taxable
payroll, if not more.

A further question is whether steeply
increasing social security taxes on em-
ployers, who pay about half of the cost,

would constitute a barrier to the employ-
ment of additional workers. It is worth
noting that in Great Britain, a tax simi-
lar in effect is levied, with the avowed
purpose of discouraging the use of labor
manpower. At the present time we are
looking for ways to find more jobs, not
fewer jobs. But even if we were not now
experiencing what is called a recession,
we should realize that social security tax
rates are intended to be permanent, and
that the future may hold similar fluctua-
tions in business activity.

Our society has progressed to the point
where we can no longer tolerate a lack
of adequate medical care for the senior
citizen. We can, and must, find a way
to make up for this lack. Likewise, there
are in our population other groups who
have not had an equal share in the prod-
ucts of our affluent society. Our obliga-
tion to these other groups is no less than
our obligation to the retired workers.

Even if the Anderson medical-care
plan would solve the medical problems
of the aged, it would do so at the cost

of heaping even heavier burdens on other
groups who are in no better economic
straits than are the aged. The largest
single source of general revenue is the
progressive tax on personal income. The
progressive income tax places the heavi-
est burdens on those best able to bear
them. It excuses from paying income
taxes many of the families with incomes
under $2,000 per year, because it is rec-
ognized that to reduce their disposable
income would be to reduce their ability

to purchase the necessities of life. It

seems to me that any Federal medical
program for the relief of the aged must
be financed out of Federal general re-
venue. Otherwise, we would be creat-
ing as many inequities as the ones "we
would eliminate.
The defenders of a payroll-tax method

of financing medical care argue that
even with its regressive features, it

would be preferable to the general-
revenue approach, because it would make
the people cost-conscious. I maintain
that the effect would be the opposite.
The people and the Congress are being
misled by talk of prepaid medical insur-
ance and contributions. We have been
conditioned to ignore the regressive char-
acteristics, by talk of benefits earned or
related in some manner to contributions.
Tt is time that we wake up to the fact
that expenditures for a medical-care
program under social security would be
no different from Government expendi-
tures for any other welfare program, and
that they should be evaluated in the
same way.
In summary, then, Mr. President, I be-

lieve the Saltonstall amendment is far
superior to the Anderson program.
The Saltonstall amendment builds

upon the progress made by commercial
and nonprofit insurers. The Anderson
amendment makes only an empty gesture
in this direction.

The Saltonstall amendment allows the
individual to choose what is best for him
from among three options. The Ander-
son proposal offers basically only one
package.
The Saltonstall amendment empha-

sizes the maintenance of health, as well
as the curing of illness; but the Ander-
son amendment touches only the latter,

and does so in an ineffective manner.
The Saltonstall amendment would

make full use of the wonderful hospitals
and nursing homes we have throughout
the country. The Anderson amendment
would impose arbitrary standards, and in

some States, such as Vermont, would de-
clare ineligible for participation virtu-
ally every nursing home in a State.

Last of all, the Saltonstall amendment
recognizes the great contributions which
our senior citizens have mad3 to this

country, and imposes upon all taxpayers,
according to their ability to pay, the ob-
ligation to provide decent health serv-
ices. The Anderson amendment keeps
the heaviest financial burden upon the
low-income and middle-income workers,
and lets off virtually scot free the mil-
lionaire and multimilliona ; re class.

For these reasons, I give my whole-
hearted support to the Saltonstall
amendment, which is preferable in al-

most every way to the Anderson pro-
gram.



12472 CONGRESSIONAL RECORD— SENATE July 12

Mr. SALTONSTALL. Mr. President,

the Senator from Pennsylvania is on his

way to the Chamber and will speak
briefly on my side of this question.

If the Senator from New Mexico would
like to speak at this time, it may be con-
venient for him to do so.

Mr. ANDERSON. Mr. President, I

shall make a few remarks at this time.

One of the first things to which I want
to invite attention to is the statement
made by the Senator from Hawaii [Mr.
Fonc], which I find on page 13 of his

prepared text:

The existing social security fund faces a
deficit of $320 billion.

I wish to deal with that question, be-
cause I think it would be too bad if over
the country there should be that im-
pression when people are paying into the
social security fund and wondering if

their money is reasonably well managed.
The question has has arisen. Is the

social security system sound?
The answer is, "Yes." There are $20

billion in the old age and survivors in-
surance fund, and $2 billion in the dis-

ability fund. The OASI fund is expected
to increase very sharply, reaching $79
billion in the year 1980. Under the long-
range estimates, it is estimated that by
the year 2000 the fund will reach $137
billion.

Social security financing is scrutin-
ized by the Congress and checked by the
executive branch of the Government.
The most recent advisory council on

social security financing made a review
of this question in 1959. It was com-
posed of distinguished economists, pri-
vate insurance actuaries, bankers, finan-
cial counselors and representatives of
insurance and labor.

The finding in 1959 was that the
"present method of financing the old-
age, survivors, and disability insurance
program is sound." and "based on the
best available cost estimates, that the
contribution schedule enacted into law
in the last session of Congress makes
adequate provisions for financing the
program on a sound actuarial basis."

That report was submitted by a very
fine group of persons.

In addition, I wish to quote a very
inteVesting comment by Mr. R. A. Ho-
haus, senior vice president and chief
actuary of the Metropolitan Life In-
surance Co. He said:

This financing method has proven sound
because Government has been alert to the
need for constant vigilance, due to the very
nature of social insurance Itself and the
dynamic character of our society and our
economy.

The reports I have given the Senate
were interesting, but the Committee on
Finance of the Senate, in its report on
the social security amendments of 1961,
also had some comment on it. By the
way, that is Report No. 425, 87th Con-
gress, 1st session:

It can reasonably be presumed that a so-
cial Insurance system under Government
auspices will continue indefinitely into the
future. The test of financial soundness is

not then a question of whether there are
sufficient funds on hand to pay off all ac-
crued liabilities. Rather the test is whether
the expected future Income from taxes and

from interest on invested assets wiU be
sufficient to meet anticipated expenditures
for benefits and administrative costs. The
concept of "unfunded accrued UabUty" doea
not have the same significance for a social

Insurance system as It does for a plan estab-
lished under private insurance principles,

and It is quite proper to count both on re-
ceiving contributions from new entrants to
the system in the future and on paying
benefits to this group.

Finally it said:

The intent that the system be self-

supporting (or actuarially sound) can be
expressed In law by a contribution sched-
ule that, according to the intermediate cost
estimate, results in the system being sub-
stantially in balance.

That was signed by a very interesting

group of members of the Finance Com-
mittee. I submit that their judgment
was pretty good.
Mr. President, the distinguished and

able Senator from Massachusetts and his

colleagues have offered a proposal aimed
at the solution of a problem that deeply
concerns us all—the problem of the high
health care costs of the aged. Under the
Senator's proposal the Federal Govern-
ment would share in the costs of State
programs designed to furnish health
benefits to aged persons of limited in-

come. The aged person would pay an
enrollment fee related to his income and
would have a choice of long-term or
short-term benefits under a State plan
or payment toward an approved health
insurance policy.

I respect the sincere concern of the
Senator from Massachusetts about the
problems aged persons face in paying for
needed health care. But I believe Sena-
tors should consider carefully whether
enacting a program such as that pro-
posed by the Senator would be a realistic

solution of the problem. We have on the
statute books now the medical assistance
legislation of 1960 which bears many
similarities to the Senator's proposal. It

is, as we know, a generous law. It au-
thorizes the States to establish programs
of medical assistance for the aged which
could, if the States so desired, provide
practically all of the benefits that would
be provided under the Senator's pro-
posal. Under this 1960 legislation, the
income test that an aged person must
meet in order to be eligible for health
benefits could be every bit as liberal as in
the Senator's proposal.
But Senators know what has hap-

pened under this legislation. Only about
half of the States have taken the oppor-
tunity to establish new programs of

medical assistance for the aged, and
most of those which have programs in
effect sharply restrict the scope of bene-
fits provided. Only three States have
plans in operation which meet the De-
partment of Health, Education, and
Welfare's definition of a comprehensive
medical care program. Moreover, most
of the income tests under State medical
assistance programs severely limit the
number of aged persons who can par-
ticipate. In some instances the income
limits tend to be more rigid than the
tests for old-age assistance. Moreover,
almost 90 percent of all medical assist-

ance for the aged payments are made
in four of the wealthiest States.

The experience under the medical as-
sistance legislation demonstrates, I be-
lieve, that a proposal such as the Sena-
tor's is inadequate as the primary means
of financing costs of health care for the
aged. The simple fact is that many
States simply do not have available to
them the funds required to set up ade-
quate medical assistance programs.
They are unable to do so even under
existing law where the Federal Govern-
ment pays 50 to 80 percent of the costs.
How then could they be expected to set
up still another program such as the
Senator proposes under which the Fed-
eral share would be only 33% to 66%
percent?

I emphasize that I do not oppose the
Kerr-Mills legislation. I supported it

in committee. I supported it on the floor
of the Senate. The Federal-State pro-
grams employing income tests or means
tests are needed and will be with us for
many years. But I believe that basic
health insurance for the aged should
be furnished through the social security
system.
Many persons have said that my

amendment is compulsory. All taxes are
compulsory, whether people pay income
taxes or into the social security system.
It is said that financing through gen-
eral revenues will be easier on the work-
ing classes. If the funds come from the
general revenues, they would be taken
from income taxes, where there is a
sliding scale. The people know that, and
they still want health insurance under
social security in order that they may
have these benefits as a matter of right.

No amount of talking will persuade them
otherwise.
The coverage of physicians' services

has been a hot issue in many parts of the
world, particularly in Canada at the
present time, and it is left out of the
Anderson amendment. It is a pretty

warm issue. I do not believe the Senate
wants to deal with it now. The same
benefits provided under the Saltonstall

proposal can be provided under the med-
ical assistance for the aged program,
and the Federal Government will pay 50

to 80 percent. Why should a State go to

this new program when it gets 50 to 80

percent under present law and would
get only 33 V3 to 66%- under the Sen-
ator's proposal?
The Gallup polls have been men-

tioned. It is an interesting subject.

The results of three Gallup polls deal-

ing with the public's attitude toward
financing the health care of the aged
have been published since June 1961. In
the first poll, respondents were asked if

they would favor or oppose a social se-

curity tax increase to pay for old-age
medical insurance. The results showed
77 percent favored this kind of measure
and 26 percent were opposed.

In April and again in June of this

year the public's attitude on the subject
was surveyed again, but the question was
posed in an altogether different manner.
The respondents were told that two dif-

ferent-"plans" were being discussed in

Washington for meeting hospital costs
for older persons and then they were
asked to express a preference between
the two. "One plan," it was stated,
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"would let each individual decide wheth-
er to join Blue Cross or buy some form
of voluntary health insurance. The
other plan would cover persons on social

security and would be paid by increas-

ing the social security tax deducted from
pay checks." It is impossible for anyone
to determine what this first "voluntary
plan" means. Of course, right now aged
people can join Blue Cross or buy private

insurance, but few can afford the high
cost of adequate insurance. But since

it was described as a "plan," it sug-
gests that something new will be offered,

and since there is no mention of financ-

ing, many respondents no doubt jumped
to the conclusion that some miraculous
health insurance plan had been devel-

oped that the elderly could afford with-
out help from Government or increased
taxes.
Considering the two alternatives, it is

indeed remarkable that such a high pro-
portion voted for social security. In the
April and June surveys, 55 and 48 per-
cent, respectively, voted for the social

security plan as opposed to 34 and 41
percent, respectively, for the voluntary
plan. But since the first alternative
was so vague, the results of the two sur-
veys cannot be said to indicate any
trend, so far as I can see.

Much of the appeal which the social

security program has for Americans is

attributable to the fact that benefits are
paid regardless of savings, pensions, in-
vestments and the like. The success of
the program in preventing dependency
among the older people, the disabled, and
the survivors of deceased workers, is at-
tributable to the fact that the benefits
are payable without regard to any other
resources that people may have. This
approach enables people to supplement
their basic protection afforded by the so-
cial security program with benefits un-
der employer pension plans and what-
ever additional protection they can af-
ford. It encourages them to save and
to plan for their old age, so that they
can expect to live their remaining years
with dignity and self-respect.

I could go on at length on this ques-
tion. I do not intend to do so. I only
say that the program being considered
is one which we have considered in the
past and which has been rejected. I am
sure it was rejected with sound judg-
ment on the part of the Senate. I hope
it will be rejected again.
Mr. SALTONSTALL. Mr. President,

I yield 10 minutes to the Senator from
Pennsylvania [Mr. Scott].
The PRESIDING OFFICER. The

Senator from Pennsylvania [Mr. Scott]
is recognized for 10 minutes.
Mr. SCOTT. Mr. President, the

mythological Procrustes was a tidy man.
Believing that his overnight guests
should fit exactly into the spare bed in
the guestroom, he took it upon himself
to tailor the guest accordingly.

Those too short were stretched upon
the rack until they were long enough.
Those too tall were shortened through
the simple expedient of amputating an
appropriate length of the offending legs.

Uniformity was thus achieved—not
enjoyably for the guest, perhaps. But
Procrustes felt that the big thing in life

was to find simple solutions.

I have heard the arguments which
have accompanied the introduction of
the Anderson and subsequent amend-
ments, from which I have been able to
draw two general conclusions:

First, every Senator believes—as I
do—that the problem besetting our
elder citizens of how to finance the cost
of their health care, needs to be solved.

We differ in terms of the means we
should adopt—not the ends we are
seeking.

Second, we drift easily into the error
of considering the aged as an homogene-
ous group, all with just the same sort
of problems. Upon consideration, I
think we all realize that this is not true

:

that our older population has not a uni-
form need for help either in terms of
health care or the means with which to
pay for it.

Bearing this in mind, let us beware of
Procrustean solutions.

Yet, are not the Anderson amend-
ments Procrustean in their approach?
I suggest that they are, Mr. President.
The able junior Senator from New Mexi-
co proceeds from the mistaken premise
that the very fact of having attained an
arbitrary age is proof of universal need.
He argues that his own proposed
package of benefits is suited to the uni-
form health requirements of better than
17 million people. He suggests that one
master plan—a Federal plan—offers the
best solution.

I ask my friend if his proposal does
not share some of the drawbacks in-
herent in Procrustes' solution?
The problem of financing adequate

health care has concerned me for many
years, Mr. President. In fact, I spon-
sored a National Health Act as an
alternative to the Ewing health plan
when I was a Member of the House of
Representatives. It may interest the
Senators to know that this proposal was
backed by the senior Senator from New
York [Mr. Javits] and cosponsored by
the Senator from New Jersey [Mr. Case]
and the Senator from Kentucky [Mr.
Morton] who were also Members of the
House in 1949 ; and by former Vice Presi-
dent Nixon, then a House Member.
Our measure rested upon the common

conviction that Federal and State re-
sources were required; that membership
should be made available in voluntary
prepayment plans for everyone, regard-
less of age or financial condition; and
that the beneficiary's income should
determine the degree to which Govern-
ment funds would be used in meeting
premium costs. Even then, we believed
that the benefits to be provided should be
broader than institutional care, flexible

enough to fit the individual's particular
requirements, and extensive enough to
cushion those covered against the shock
of catastrophic illness.

It seems to me that these criteria are
still valid and should be invoked in our
search for the means whereby we can
best help the aged meet the costs of their
health care.

It is for this reason that I support the
Saltonstall amendments.
As the Senators know, the amend-

ments offer three options.
First, there is the basic option—a first

dollar program covering up to 21 days

of inpatient hospital services in any one
enrollment year; an alternative of skilled

nursing home services up to 63 days; 12
home or office visits by a physician; the
first $100 of ambulatory diagnostic
laboratory and X-ray services; 24 days
of organized home health care services;
and any additional health or medical
services an individual State might elect
to provide.

Second, there is an option designed to
protect the person whose circumstances
are such that first-dollar coverage is of
less importance.
Under this phase of the amendments,

the individual may elect to subscribe to
a plan covering the major portion of a
long-term or catastrophic illness. The
beneficiary would pay 20 percent of the
cost after a deductible of $175 for a single
person, or $300 for a couple. In return
he would be eligible to receive 120 days of
inpatient hospital care; inpatient surgi-
cal costs; skilled nursing home services;

and any of a number of other services
elected by the individual State.
The third option provides that a cov-

ered individual over 65 who does not
enroll in a State-administered medical
plan could receive half of his premium
expenses for a private health insurance
policy approved by the State, this amount
not to exceed $60 a year.

Instead of flatly assuming that every
person over 65 is medically indigent, the
Saltonstall amendments base eligibility

on a realistic but generous income quali-
fication—$3,000 a year or less for an un-
married person, $4,500 a year for a
couple.

Instead of imposing a regressive tax on
those least able to pay for it—the young,
productive worker of modest means—the
amendments propose to meet the pro-
gram's cost through general revenues.

Instead of offering a rigid package of
benefits, the amendments provide flexi-

bility in every direction.

Instead of using the insurance com-
panies as disbursing agents, the amend-
ments include an option under which
the insurance company would act as
the insurer.

Instead of orienting health care to in-
stitutions—medically unsound to begin
with and certain to cause overuse and
wasteful abuse—the Saltonstall amend-
ments contain the necessary alternatives
to institutional care.

Instead of federally regulated health
care, the amendments would allow the
individual States to tailor their programs
to fit the problem.

Instead of thrusting aside the Kerr-
Mills law as a failure, the amendments
would change and supplement the gen-
eral health laws and give Kerr-Mills a
chance to prove it will work if given a
fair trial. Presently, some States have
been sabotaging the administration of
the Kerr-Mills Act, to advance the politi-

cal push behind the King-Anderson bill.

Further, Mr. President, the Saltonstall
amendments do not propose a revolu-
tionary, irreversible plan susceptible to
mushroom growth and bureaucratic
waste. Not only do they meet the test

of fiscal responsibility, but also they
would preserve for the States their tra-

ditional right to care for their own in
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the way their experience has proved
best.

In summation, I ask the Senators to
consider whether or not a more flexible

program of benefits could be made avail-
able, or whether any other measure
seeking to provide health care for the
aged includes—as this amendment
does—an emphasis on preventive care.

I urge that the Members of this body
support the Saltonstall amendments for
the reasons I have given and for the
reasons advanced by the sponsor of the
amendment.
Let us, Mr. President, tailor our legis-

lation to fit the needs of the aged. Let
us not, in haste or under the pressures
of political expediency, fall into the
Procrustesan error of distorting the
problems of the aged to fit the rigid con-
fines of the administration proposal.

I am for medical care for those who
need it. I prefer to support a genuine
bill which provides for medical as well
as hospital care. The amendments are
geared to meet the actual needs of those
over 65 years and will not result in a
system which heavily taxes all, regard-
less of need, for hospital services admin-
istered less ably and competently than
they presently are, by indifferent Gov-
ernment employees, with no personal
interest in the problems of the patients.
Mr. President, I yield back the re-

mainder of my time.
Mr. SALTONSTALL. Mr. President,

I yield 5 minutes to the Senator from
New York [Mr. JavitsL
The PRESIDING OFFICER. The

Senator from New York [Mr. Javits] is

recognized for 5 minutes.
Mr. JAVITS. Mr. President, it is not

often that a Senator takes the floor
when amendments are offered, as the
amendments are offered, which were his
own creation, and finds himself in a dif-
ferent position from the one he was in
when the proposal was first developed, as
this was, in August of 1961.

I am very grateful to my colleagues for
the delicacy with which they have
treated me in this connection. I also
wish to say to my colleague from Mas-
sachusetts especially, and to others who
have joined him in this proposal as a
substitute, that they have helped to
bring us to the pass in which we are
now.
They have helped to make a major

advance in respect to the proposal which
I hope will become a statute on the
books. For example, had I not had
the necessary support for extending any
health care idea to all persons over 65,
whether or not on social security, which
was represented by the overwhelming
vote on the Republican side of the aisle

in 1960, I do not believe that, with the
best will in the world, the Senator from
New Mexico [Mr. Anderson] could have
swung his legions over to that idea. So
already something has been accom-
plished.

I believe also that the opening of the
door in respect of some option to admit
the private enterprise system can be
very heavily attributable to the kind of
solid support which that measure has
had on this side of the aisle. So I think

that no matter what has happened, a
real contribution has been made.
We ought to consider the points with

respect to which we are together. First,
we are together on the fact that we
want universal coverage. That is being
accomplished. Everyone now agrees to
that.

Second, we are together on the fact
that we want a trust fund. That is be-
ing accomplished. Everyone agrees.

Third, we are together on State ad-
ministration. Everyone agrees to that
now.
Fourth, we are together on the question

of opening the program to private enter-
prise to some extent, which we all agree
upon. Such a provision will be incor-
porated in whatever plan may prevail.
Where we have parted company is

essentially in the method of financing
and in the income test. As to an in-
come test, it represents a compromise
with the existence of the Kerr-Mills
Act. The Kerr-Mills Act is the funda-
mental income test measure. I therefore
believe it would be incompatible now to
have a health plan of any kind, whether
it was the measure of the distinguished
Senator from Massachusetts [Mr. Sal-
tonstall], the measure of the distin-
guished Senator from New Mexico [Mr.
Anderson] and myself, or anyone else's,

which is constructed on yet another in-
come test.

We have one income test, which is

pretty much at the discretion of the
States, as the Senator from New Mexico
has said. Therefore, I think whatever
we now do must be relieved of the idea
of an income test. We have been
through that subject. We must now be
thinking of some other kind of health
care legislation. The most critical
element is the method of financing.
That point brings me to the only rea-

son I have taken the floor. I am most
regrettably compelled to vote against the
Saltonstall substitute. I appreciate
the many fine arguments made in sup-
port of the amendment. Some I have
had the privilege of acknowledging my-
self. I shall be compelled to vote against
the amendment for the fundamental
reason that I am convinced by the lapse
of time that the people who will be pay-
ing the bill under the social security tax
really want to pay it. That is a funda-
mental point which I think my colleagues
must understand as to my thinking.

I am intellectually convinced with the
sixth sense of a politician—I have no
proof, no Gallup poll—that people want
to pay the tax. They want the dignity
and substantiality which payment of the
tax would bring for them in the future.
Under those circumstances I think we

cannot help but say, "All right; if that
is it, then let it be pay as you go."

No matter how we slice the general
revenue approach it would take a con-
siderable amount out of the Federal
Treasury, whether the plan might be the
plan of the Senator from Massachusetts
[Mr. Saltonstall], which has a mini-
mum price tag of roughly $500 million,
or my plan of 1960, which had a mini-
mum price tag of roughly $600 million
or $650 million. Those amounts would

come out of the general Federal Treas-
ury.

I am convinced that citizens want to
pay the tax. I think we ought to let
them pay it, especially as the plan would
be protected by the options and other
provisions which would prevent the plan
from becoming a bureaucratic mon-
strosity.

Finally I say to my dear friends and
colleagues that I am convinced that no
other measure would pass. There is not
a chance that one could pass.
We hear remarks about there not be-

ing any chance of the measure becoming
law because of the action of the other
body. We can worry about that point
if we can get the measure through the
Senate. We know that if we did not
have a social security plan, we would
not have the support of the administra-
tion. We would not have the support of
the powerful voting bloc on the other
side of the aisle.

In August of 1960 it was demonstrated
that we could not do without that sup-
port. We would then have nothing.
That is the point at which every
Senator, in his own heart and con-
science, must make his decision. We
can either vote for the best thing
we want to vote for and then walk
away from the situation and say, "I
have done the best I can and that is as
far as I can go," or we can bow our heads
slightly, which is what I am doing in
order to get what I think is the best
chance for a law. Representing 17 mil-
lion people in the State of New York, I
believe in good conscience that it is my
duty to modify somewhat my views,
which I hold sincerely and deeply, to
seek a law to provide medical care for
people over the age of 65.

Whatever may be the decision of other
Senators, which I respect and honor, it

is not enough for me to say, "I voted
for the best plan I could."

I am sorry if it cannot be done that
way. It cannot be done. That is not
the prescription for me. In my opinion,
the aged need medical care under some
system, and the proposed measure is the
only way I can see that squares with
my conscience to secure the passage of
a law on the subject.

Finally, I point out that the proposal
is in a pretty good Republican tradition.
As I recall, none other than Senator
Taft himself came to the same conclu-
sion with respect to Federal aid to edu-
cation after going through much the
same process I have gone through in
the past couple of years.

Though Senator Taft has been hailed
as "Mr. Republican" with the belief that
such a title represents a conservative
point of view, I hail him as Senator Taft
who had enough courage and wisdom to
change his views when it was necessary
to achieve a great national objective,
which is what I have to do in the present
case.

I honor my colleagues, and appreciate
greatly the time yielded to me by the
Senator from Massachusetts.
Mr. SALTONSTALL. Mr. President,

I yield myself 2 minutes in order to sum-
marize.
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My substitute amendment for the An-
derson amendment would provide a vol-

untary program rather than one based
upon the compulsory social security fi-

nancing. It would involve Federal-State
matching funds and State administra-
tion. It would offer benefits to meet
more specific needs than what the An-
derson substitute provides for an aged
participant. It would require some par-
ticipation on the part of the individual

participating in the program.
One point that appeals to me especial-

ly is that the plan would provide for

appropriations, and would not be based
upon social security. Therefore, the
Congress could exercise more control
over it, since Congress would have the
measure before it each year to determine
what it should do and how it should
carry on. That is highly essential.

Essentially, our substitute amendment
would provide greater benefits than the
Kerr-Mills plan, which is already law.

I believe it would modify the Kerr-Mills
bill in helpful ways. I hope that the
amendment may be substituted.

Mr. President, I am prepared to yield

back the remainder of my time if the
Senator from New Mexico is likewise
prepared to yield back the remainder of
his time.
Mr. ANDERSON. Mr. President, if a

quorum call can be arranged, I will yield
back the remainder of my time.
Mr. SALTONSTALL. Mr. President, I

yield back the remainder of my time.
Mr. ANDERSON. I yield back the re-

mainder of my time.

The PRESIDING OFFICER. All time
is yielded back.
Mr. MANSFIELD. Mr. President, I

.suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The legislative clerk proceeded to call

the roll.

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
The question is on agreeing to the

amendments of the Senator from Mas-
sachusetts [Mr. Saltonstall] in the na-
ture of a substitute for the amendments
of the Senator from New Mexico [Mr.
Anderson]. The yeas and nays have
been ordered, and the clerk will call the
roll.

The legislative clerk called the roll,

Mr. HUMPHREY. I announce that
the Senator 'from New Mexico [Mr.
Chavez], the Senator from Idaho [Mr.
Church], the Senator from Mississippi
[Mr. Eastland], the Senator from Ari-
zona [Mr. Hayden], the Senator from
Ohio [Mr. Lausche], the Senator from
Washington [Mr. Magnuson], the Sena-
tor from Arkansas [Mr. McClellan],
the Senator from Florida [Mr. Smath-
ers], the Senator from Ohio [Mr.
Young], and the Senator from Alabama
[Mr. Sparkman] are absent on official

business.

I further announce that the Senator
from Arkansas [Mr. Fulbright] Is nec-
essarily absent.

I further announce that, if present and
voting, the Senator from New Mexico
[Mr. Chavez], the Senator from Idaho
[Mr. Church], the Senator from Wash-
ington [Mr. Magnuson], and the Sena-
tor from Ohio [Mr. Young] would each
vote "nay."
Mr. KUCHEL. I announce that the

Senator from Utah [Mr. Bennett] and
the Senator from Kansas [Mr. Pearson]
are necessarily absent.
The Senator from Texas [Mr. Tower]

is absent on official business.
The Senator from South Dakota (Mr.

Bottum] is detained on official business,
and his pair has been previously an-
nounced.

If present and voting, the Senator
from Utah [Mr. Bennett] would vote
"yea."
Mr. KEATING (after having voted in

the negative) . On this vote I have a
pair with the distinguished Senator from
South Dakota [Mr. Bottum]. If he
were present and voting, he would vote
"yea." If I were at liberty to vote, I

would vote "nay." Therefore I withhold
my vote.

The result was announced—yeas 34,

nays 50, as follows:

[No. 118 Leg.]

YEAS—34

Aiken Ervln Murphy
Allott Fong Prouty
Beall Goldwater Robertson
Boggs Hlckenlooper Saltonstall
Bush Hill Scott
Butler Hruska Smith, Maine
Capehart Jordan Thurmond
Carlson Kerr Wiley
Cotton Long, La. Williams. Del.
Curtis Miller Young, N. Dak.
Dlrksen Morton
Dworshak Mundt

NAYS—50

Anderson Hart Monroney
Bartlett Hartke Morse
Bible Hlckey Moss
Burdlck Holland Muskle
Byrd, Va. Humphrey Neuberger
Byrd, W. Va. Jackson Pastore
Cannon Javlta PeU
Carroll Johnston Proxmlre
Case Kefauver Randolph
Clark Kuchel Russell
Cooper Long. Mo. Smith, Mass.
Dodd Long, Hawaii Stennls
Douglas Mansfield Symington
Ellender McCarthy Talmadge
Engle McGee Williams, N.J.
Gore McNamara Yarborough
Oruen'ng Metcall

NOT VOTING

—

16

Bennett Hayden Smathers
Bottum Keating Sparkman
Chavez Lausche Tower
Church Magnuson Young. Ohio
Eastland McClellan
Fulbright Pearson

So the amendments of Mr. Salton-
stall and other Senators, in the nature
of a substitute for the Anderson amend-
ments, were rejected.

Mr. MANSFIELD. Mr. President. I
move that the Senate reconsider the vote
by which the amendments were rejected.
Mr. ANDERSON. I move to lay that

motion on the table.

The motion to lay on the table was
agreed to.

PUBLIC WELFARE AMENDMENTS
OF 1962

The Senate resumed the considera-
tion of the bill (H.R. 10606) to extend
and improve the public assistance and
child welfare services programs of the
Social Security Act, and for other pur-
poses.

Mr. BUSH. Mr. President, will the
Senator from Montana yield, so that I
may offer my amendment?
Mr. MANSFIELD. I yield.

Mr. BUSH. Mr. President, I offer my
amendment Identified as "7-9—62—O."
and ask that it be stated.

The legislative clerk read as follows:
On page 1, line 4, of the bill strike out

"Public Welfare Amendments of 1962" and
insert in lieu thereof "Public Welfare and
Health Insurance Amendments of 1962".
On page 100, line 16, of the bill strike

out "II" and Insert In Ueu thereof "III".
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On page 100. line 18, of the bill strike

out "201" and Insert In lieu thereof "301".

On page 100. line 23, of the bill strike out
"202" and Insert In lieu thereof "302".

On page 100, between lines 15 and 16,

of the bill Insert the following:

"TITLE n HEALTH INSURANCE PROTECTION
SUPPLEMENT
"Short title

"Sec. 201. This title may be cited as the
'Health Insurance Protection Supplement
Act of 1962'.

"Findings and declaration of purpose

"Sec. 202. (a) The Congress hereby finds

and declares that (1) the heavy costs of

health care In some cases threaten the
financial security of aged Individuals who are

beneficiaries of the Insurance system estab-
lished by title II of the Social Security Act,

(2) while an Increasing percentage of such
Individuals can and do qualify and pay for

voluntary health care Insurance, others can-
not afford much Insurance. (3) many of

such Individuals are, accordingly, forced to
apply for private or public aid, thereby
aggravating the financial difficulties of pri-

vate and public welfare agencies and the
burdens on the general revenues, (4) volun-
tary health care Insurance In its many
forms has exhibited an ever-Increasing abil-

ity to meet the health care needs of those
elderly Individuals who can afford to pay
the premiums ther,efor, (5) both voluntary
health care Insurance and the voluntary
system of providing health care In the
United States should be encouraged and not
crippled, (6) Federal and State revenues
from Income and premium taxes on carriers

of such Insurance and on the providers of

health care should be supported and not
diminished, and (7) It Is In the interest of

the general welfare that financial burdens
resulting from health care services required
by elderly Individuals who are beneficiaries

of the Insurance system established by title

II of the Social Security Act be met by
channeling any Federal funds through vol-

untary mechanisms, leaving to State and
local programs (such as the medical assist-

ance for the aged programs established pur-
suant to title I of the Social Security Act)
the responsibility of providing otherwise
unmet needs for health care services on the
part of Individuals not covered by such
Insurance system.

"(b) Therefore It is the purpose of this
title to provide to elderly recipients of bene-
fits under title II of the Social Security Act
an additional cash benefit of up to $9 per
month for the sole purpose of reimbursing
them for expenses Incurred by them In pay-
ing the premium costs of such voluntary
health care Insurance as they may desire to
subscribe to; to preserve State regulation of
insurance as provided by the so-called
McCarran Act (Public Law 15, Seventy-
ninth Congress, approved March 9, 1945) by
properly leaving to the States the control
of health care Insurance contracts the pay-
ment of the premiums of which are reim-
bursable under the provisions of this title;

and to encourage the continued phenom-
enal development of the unique United
States system of voluntary health care and
health Insurance.

"AMENDMENTS TO THE SOCIAL SECURITY ACT

"Sec 203. The Social Security Act Is

amended by adding after title XVI the fol-
lowing new title:

" 'TITLE XVII—HEALTH INSURANCE PROTECTION
SUPPLEMENT
" 'Definitions

" 'Sec. 1701. For purposes of this title

—

" 'Health Insurance Protection

"'(a) The term "health Insurance protec-
tion" means an enforceable contract (1)
which Is with a carrier (as defined In sub-
section (c)) under which the carrier agrees

to provide, pay for, or reimburse the cost of,

health care services, and (11) which Is guar-
anteed renewable or noncancelable and
under the terms of which the premium rates
cannot be changed with respect to any indi-
vidual unless such rates are uniformly
changed with respect to all other individuals
in the same class or category as such indi-
vidual;

" 'health care expense

"'(b) The term "health care expense"
means part or all of the cost of any of the
items listed In section 6(b) of title I; and

" 'carrier

"'(c) The term "carrier" means a volun-
tary association, corporation, partnership, or
other nongovernmental organization

—

" '
( 1 ) which is subject to the Jurisdiction

of the official or agency established by State
law for the purpose of regulating and super-
vising carriers of Insurance which offer poli-
cies of health care insurance operating with-
in the State, reviewing and approving the
form and content of such policies, and ex-
amining and approving the reasonableness
of the benefits provided thereunder In rela-

tion to the amount of the premium charges
therefor; and

"'(2) which Is lawfully engaged in pro-
viding, paying for, or reimbursing the cost
of, health care services under Individual or
group Insurance policies or contracts, medi-
cal or hospital service agreements, member-
ship or subscription contracts, or similar
group arrangements. In consideration of
premiums or other periodic charges payable
to the carrier. Including a health benefits
plan duly sponsored or underwritten by an
employee organization.

" 'Entitlement to benefits

" 'Sec. 1702. (a) Every individual who

—

" '(1) has attained the age of sixty-five;
"'(2) Is entitled to monthly insurance

benefits under section 202; and
"'(3) has selected a carrier which has

obligated itself to provide health Insurance
protection to such individual which Is guar-
anteed renewable or noncancellable and un-
der the terms of which the premium rates

cannot be changed with respect to any In-

dividual unless such rates are uniformly
changed with respect to all other Individuals
In the same class or category as such In-

dividual, for a period not less than twelve
months In duration, shall be entitled to a
health Insurance protection supplement for

each month for which he Is entitled to such
benefits under section 202, beginning with
the first month with respect to which he
meets the conditions specified In paragraphs
(1). (2). and (3).

" '(b) For the purposes of this section

—

" '
( 1 ) a carrier shall be deemed to have

obligated itself despite the existence of a
contractual power in the carrier to termi-
nate such obligation for fraud, overlnsur-
ance, nonpayment of premium, or other
reason permitted by the Insurance laws of
the State wherein such Individual resides;

and
"'(2) an Individual shall be deemed en-

titled to monthly benefits under such sub-
paragraphs of 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.
" 'Health insurance protection supplement

" 'Sec. 1703. (a) The health Insurance pro-
tection supplement shall be a monthly sum
equal to one-twelfth of the annual cost of
health Insurance protection In force for or
on behalf of an eligible individual, but in
no event shall such sum exceed nine dollars
per month.

"'(b) The health Insurance protection
supplement shall be paid monthly by the
Secretary to or on behalf of such eligible In-
dividual upon certification not less often
than once each year of evidence satisfactory

to the Secretary that a carrier has obligated
Itself (as provided in section 1703(a)(3))
with respect to such individual. Certifica-
tion by a carrier so obligated shall be satis-
factory evidence to the Secretary.

"'(c) Upon receipt of an assignment by
an eligible individual of his health insur-
ance protection supplement to a carrier, the
Secretary shall pay such supplement to such
carrier.

" 'Overpayment
" 'Sec. 1704. In the event health Insurance

protection for an eligible Individual is ter-
minated during a period for which health In-
surance protection supplement has been paid,
the recipient of the supplement shall refund
to the Secretary an amount equal to the
amount of the premium for such protection
which Is attributable to that portion of such
period which follows the date such protec-
tion was terminated. In default of such re-
fund and In the discretion of the Secre-
tary, the provisions of section 204 (relating
to overpayments and underpayments) shall
apply.

" 'Application of certain provisions of title II
" 'Sec. 1705. The provisions of sections 206.

208, and 216(J), and of subsections, (a), (d),
(e), (f), (h), and (i) of section 205, shall
also apply with respect to this title to the
same extent as they are applicable with re-
spect to title II.

" 'Payment of health insurance protection
supplement

" 'Sec. 1706. (a) Payments of health in-
surance protection supplement provided un-
der this title shall be made by the Secre-
tary, prior to audit or settlement by the
General Accounting Office, from the Federal
Old-Age and Survivors Insurance Trust
Fund.

"'(b) Notwithstanding any provision to
the contrary containe ". In subsection (a) or
(b) of section 201, there is hereby authorized
to be appropriated to the Federal Old-Age
and Survivors Insurance Trust Fund (In the
manner provided in subsection (a) of sec-
tion 201) an amount equal to 100 per centum
of the taxes received and covered Into the
Treasury by reason of the Increase In tax
rates provided by section 201 of the Health
insurance Protection Supplement Act of
1962.'

"Technical amendments
"Suspension in Case of Aliens

"Sec. 204. (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 XVU 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) So much of subsection (u)(l) of
such section as follows subparagraph (B)
thereof is amended by (1) Inserting "(1)'

after 'whether', and (2) by Inserting 'and
whether such individual is entitled to pay-
ment of a health insurance supplement un-
der title xvn,\
"AMENDMENTS TO THE INTERNAL REVENUE CODE

OF 19S4

"Changes in tax schedules

"Self-Employment Income Tax
"Sec. 205. (a) Section. 1401 of the Internal

Revenue Code of 1954 (relating to the rate

of tax on self-employment income) is

amended to read as follows:
" 'Sec. 1401. Rate or Tax.

" 'In addition to other taxes, there shall

be Imposed for each taxable year, on the
self-employment Income of every individual,

a tax as follows:
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" '(1> Is the case of any taxable year be-
ginning after December 31, 1961, and before
January 1, 1963, the tax shall be equal io
4.7 percent of the .jnount of the self-em-

ployment Income for such taxable year;

*"(2) In the case of any taxable year be-

ginning after December 31, 1962, and before

January 1, 1966, the tax shall be equal to

5.8 percent of the amount of the self-em-
ployment income for such taxable year;

"'(3) In the case cf any taxable year be-

ginning after December 31, 1965, and before

January 1, 1968, the tax shall be equal to

6-6 percent of the amount of the self-em-

ployment income for such taxable year;
" '(4) In the case of any taxable year be-

ginning after December 31, 1967, the tax

shall be equal to 7.3 percent of the amount
of the self-employment income for such
taxable year.'

"Tax on Employees

"(b) Section 3101 of such Code (relating

to rate of tax on employees under the Fed-

eral Insurance Contributions Act) is amend-
ed to read as follows

:

" 'Sec. 3101. Rate of Tax.
*' 'In addition to other taxes, there is

hereby imposed on the income of every indi-

vidual a tax equal to the following percent-

ages of the wages (as defined in section 3121

(a) ) received by him with respect to em-
ployment (as defined in section 3121(b))—

" '
( 1 ) with respect to wages received dur-

ing the calendar year 1962, the rate shall be

3Ya percent;
" '(2) with respect to wages received dur-

ing the calendar years 1963 to 1965, both in-

clusive, the rate shall be 3% percent;
** '(3) with respect to wages received dur-

ing the calendar years 1966 to 1967, both in-

clusive, the rate shall be 4% percent; and
"'(4) with respectfto wages received after

December 31, 1967, the rate shall be 4%
percent.'

"Tax on Employers

"(c) Section 3111 of such Code (relating

to rate of tax on employers under the Fed-
eral Insurance Contributions Act) is amend-
ed to read as follows

:

" 'Sec. 3111. Rate of Tax.
" 'In addition to other taxes, there is

hereby imposed on every employer an excise

tax, with respect to having individuals in
his employ, equal to the following percent-
ages of the wages (as defined in section 3121
(a) ) paid by him with respect to employ-
ment (as denned in section 3121(b))—

" '
( 1 ) with respect to wages paid during

the calendar year 1962, the rate shall be 3%
percent;

"'(2> with respect to wages paid during
the calendar years 1963 to 1965, both inclu-
sive, the rate shall be 3% percent;

"'(3) with respect to wages paid during
the calendar years 1966 to 1967, both inclu-
sive, the rate shall be 4% percent; and

"'(4) with respect to wages paid after
December 31, 1967, the rate shall be 4%
percent.'

"Effective Dates

"(d) The amendment made by subsection
(a) shall apply with respect to taxable years
beginning after December 31, 1962. The
amendments made by subsections (b) and
(c) shall apply with respect to remunera-
tion paid after December 31, 1962.

"Railroad retirement amendments
"Health Insurance Protection Supplement

Under the Railroad Retirement Act
"Sec. 206. (a) The Railroad Retirement

Act of 1937 is amended by adding after sec-
tion 20 of such Act the following new sec-
tion:

" 'Health insurance protection supplement
" 'Sec. 21. (a) For the purposes of this

section, and subject to the conditions here-
inafter 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 health insurance protection sup-
plement within the meaning of title XVII
of the Social Security Act as the Secretary
of Health, Education, and Welfare has un-
der such title XVII with respect to indi-
viduals to whom such title applies. The
rights of individuals described in subsection
(b) of this section to have payment made
on their behalf for health insurance protec-
tion supplement shall be the same as those
of individuals to whom title XVII of the
Social Security Act applies and this section
shall be administered by the Board as if the
provisions of such title XVII were appli-
cable, references to the Secretary of Health,
Education, and Welfare were to the Board,
references to the Federal Old-Age and Sur-
vivors Insurance Trust Fund were to the
Railroad Retirement Account, and references
to the United States or a State included
Canada or a subdivision thereof.

" '(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 each spouse's husband or
wife ceased compensated service, or (iil)

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 calculat-
ing the amount of an annuity of such em-
ployee or his survivor,

shall be entitled to have payment made for
health insurance protection supplement re-
ferred to in subsection (a) , and in accord-
ance with the provisions of such subsection.
The payments for health insurance protec-
tion supplement herein provided for shall
be made from the Railroad Retirement Ac-
count (in accordance with, and subject to,

the conditions applicable under section 10
(b) in making payment of other benefits)
to or on his behalf to the individual entitled
thereto, or, upon assignment by any such
person, to the carrier providing such health
Insurance protection.

"'(c) No individual shall be entitled to
have payment made for health insurance
protection under both this section and title

XVII of the Social Security Act. In any case
in which an individual would, but for the
preceding sentence, be entitled to have pay-
ment made for health insurance protection
under both this section and title XVII of
the Social Security Act, payment for such
protection shall be made in accordance with
procedures established Jointly by the Secre-
tary of Health, Education, and Welfare, and
the Board for the purpose of minimizing
duplication of requests for payment of such
protection under both this section and title

XVII of the Social Security Act, and pre-
venting any duplication of such payment.

"'(d) A request for payment for health
insurance protection supplement filed under
this section shall be deemed to be a request
for payment for such supplement filed as
of the same time under title XVII of the
Social Security Act, and a request for pay-
ment for health insurance protection filed
under such title shall be deemed to be a
request for payment for such supplement
filed as of the same time under this section.

"'(e) The Board and the Secretary of
Health, Education, and Welfare shall furnish
each other with such information, records,
and documents as may be considered neces-
sary to the administration of this section or
title XVII of the Social Security Act.'

"Amendment Preserving Relationship Be-
tween Railroad Retirement and Old-Age,
Survivors, Disability, and Health Insurance
Systems

"(b) Section l(q) of such Act is amended
by striking out 'I960' and inserting in lieu
thereof '1962'.

"Amendments to Railroad Retirement
Tax Act

"Tax on Employees
"Sec. 207. (a) Section 3201 of the Railroad

Retirement Tax Act is amended by striking
out '

: Provided' and inserting in lieu thereof
the following : '. With respect to compensa-
tion paid for services rendered after the date
with respect to which the rates of taxes im-
posed by section' 3101 of the Federal Insur-
ance Contributions Act are increased with
respect to wages by section 205(b) of the
Health Insurance Protection Supplement Act
of 1962, the rates of tax imposed by this
section shall be increased, with respect only
to compensation paid for services rendered
before January 1, 1965, by the number of
percentage points (including fractional
points) that the rates of taxes imposed by
such section 3101 are so increased with re-
spect to wages: Provided'.

"Tax on Employee Representatives

"(b) Section 3211 of the Railroad Re-
tirement Tax Act is amended by striking
'

: Provided' and inserting in' lieu thereof the
following: '. With respect to compensation
paid for services rendered after the date with
respect to which the rates of taxes imposed
by section 3101 of the Federal Insurance
Contributions Act are increased with respect
to wages by section 205(c) of the Health
Insurance Protection Supplement Act of
1962, the rates of tax imposed by this sec-
tion shall be increased, with respect only to
compensation paid for services rendered be-
fore January 1, 1965, by twice the number
of percentage points (including fractional
points) that the rates of taxes imposed by
such section 3101 are so increased with
respect to wages: Provided'.

"Tax on Employers
"(c) Section 3221(a) of the Railroad Re-

tirement Tax Act is amended by striking out
'$400: except that if, and inserting in lieu
thereof the following: '$400. With respect
to compensation paid for services rendered
after the date with respect to which the rates
of taxes imposed by section 3111 of the Fed-
eral Insurance Contributions Act are in-
creased with respect to wages by section
205(c) of the Health Insurance Protection
Supplement Act of 1962, the rates of tax im-
posed by this section shall be increased, with
respect only to compensation paid for serv-
ices rendered before January 1, 1965, by the
number of percentage points (including frac-
tional points) that the rates of taxes im-
posed by such section 3111 are so increased
with respect to wages. If.

"Amend the tables of contents of the bill

so as to strike out the matter describing the
contents of title n of the bill and inserting
in lieu thereof the following:
" 'TITLE n HEALTH INSURANCE PROTECTION

SUPPLEMENT
" 'Sec. 201. Short title.
" 'Sec. 202. Findings and declaration of pur-

pose.
" 'Sec. 203. Amendments to the Social Secu-

rity Act adding a new title

XVII to such Act to provide for
a health insurance protection
supplement.

" 'Sec. 1701. Definitions.
" '(a) Health Insurance protection.
"'(b) Health care expense.
"'(c) Carrier.

" 'Sec. 1702. Entitlement to benefits.
" 'Sec. 1703. Health insurance protection

supplement.
" 'Sec. 1704. Overpayment.
" 'Sec. 1705. Application of certain pro-

visions of title II.
" 'Sec. 1706. Payment of health insur-

ance protection supple-
ment.

" 'Sec. 204. Technical amendments.
" '(a) Suspension in case of aliens.

"'(b) Persons convicted of subversive
activities.
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" 'Sec. 205. Amendments to the Internal

Revenue Code of 1964.
" '(a) Self-employment income tax.

"'(b) Tax on employees.
"'(c) Tax on employers

.

" '(d) Effective dates 1

.

" 'Sec. 206. Railroad retirement amendments.
" '(a) Health insurance protection sup-

plement under the Railroad Re-
tirement Act.

" '(b) Amendment preserving relation-

ship between railroad retirement
and old-age, survivors, and dis-

ability insurance systems.
" 'Sec. 207. Amendments to Railroad Retire-

ment Tax Act.

*"(a) Tax on employees.
" '(b) Tax on employee representatives.
" 'Tax on employers.

" 'TITLE III GENERAL
" 'Sec. 301. Meaning of term "Secretary".
" 'Sec. 302. Effective dates.'

"

Mr. HRUSKA. Mr. President

Mr. MANSFIELD. I yield to the Sena-
tor from Nebraska.
Mr. HRUSKA. I thank the Senator

from Montana for yielding to me.

Mr. President, I am deeply disturbed

and somewhat amazed by the position

in which the Senate of the United States

finds itself today. Never in my experi-

ence in this deliberative body have I

found so many, who should believe in

deliberate and careful solutions of the
problems facing our Nation, so bent on
hasty and uninformed action. Actually,

it frightens me when I think of what
could happen, not only here today, on
this particular measure, but in terms of

the precedent that it could set for future

legislation.

Just what is the situation, and why am
I deeply disturbed? First, revenue-rais-

ing legislation including the social se-

curity programs and amendments there-

to must originate in the House -of Repre-
sentatives. At the present time the ap-
propriate House committee has under
active consideration proposals to provide
medical care for the aged. The Senate
Finance Committee in its wisdom earlier

this year rejected an attempt to consider
such proposals prior to action by the
Ways and Means Committee. Thus, we
are faced with a situation in which cer-

tain members of the body are proposing
to circumvent the orderly and tested pro-
cedure of the Congress of the United
States. They propose to circumvent the
House Ways and Means Committee, the
House of Representatives, and the Sen-
ate Finance Committee, and offer a
measure which has not been considered
by any regularly constituted committee
of either House of Congress.

I pose this simple question: Who
knows what is contained in detail in the
wording of this 75-page amendment?
Certainly there are many questions
which I should like to ask of specialists

in the medical field, the hospital field,

the insurance field, and other related
fields, as to the meanings of certain

words and phrases as applied to this

particular legislation. Have the spon-
sors of this amendment constituted
themselves an ad hoc committee of the
Senate to consider such legislation? If

so, I think we should be furnished with
reports of their conversations and in-
quiries with experts whom they certainly

should have consulted in proposing this

legislation. Any regular committee
would have done so. Certainly, if the
regular course had been followed, we
would today have had both printed hear-
ings and a carefully written report be-
fore us, to assist us in making a wise
and sound decision. These elements are
sadly lacking.

But let us go one step further. Let us
assume that the Senate departs from
its usual depth of wisdom, and acts fa-

vorably upon this amendment. Is it con-
ceivable that the other House would act

as blindly, without any further informa-
tion than what we have today?
But should even this happen and

should this many-headed monster be-
come law, to what could the adminis-
trator of its many parts turn, to deter-
mine the intent of the legislative body?
Neither hearings nor reports would be
available, and the only expert testimony
would be the utterances of uninformed
Members of this body during the debate
now in progress.
Abhorrent as it is to circumvent well-

established procedure, there is one other
element which I believe should give pause
to those who would support H.R. 10606.
This measure, contrary to the amend-
ment which is being offered to it, was
thoroughly discussed and reported by the
Ways and Means Committee and de-
bated by the House of Representatives;
and hearings were held by the Senate
Finance Committee, and the bill was re-
ported to the Senate. A number of im-
portant changes in the basic welfare
statutes are involved. To saddle such a
well-considered bill with a totally ill-

considered amendment could be dis-

astrous to H.R. 10606. The technique of
attempting to saddle a well-thought-out
piece of legislation in the public interest
with an amendment highly controversial
in nature, ill-considered by the Congress,
and not directly related to the principal
measure, should now, and always, be
avoided, if a sound legislative process is

to survive.

Mr. President, I ask unanimous con-
sent that there be printed in the Record
at this point a well-reasoned editorial
from the July 4 issue of the Lincoln,
Nebr., Journal.
There being no objection, the editorial

was ordered to be printed in the Record,
as follows:

[Prom the Lincoln Evening Journal and
Nebraska State Journal, July 4, 1962]

No Improvement in Medical Care Bill

A group of U.S. Senators from both par-
ties has wrapped a new cover around the
much-disputed program for medical aid to
the aged. But it still is the same merchan-
dise with the same defects.
The new compromise version of the plan

makes little change of any significance. It
would give a recipient the choice of having
his hospital bills paid directly from social
security funds or taking social security funds
to pay for his own private health insurance
plan. It also would extend hospital benefits
from social security to persons not covered
by social security and who have not con-
tributed to it.

Still retained in the Senate compromise
are two of the most objectionable features
of the original bUl:
Use of the social security approach to pay

for medical care.

Extension of Federal funds lor medical
payments to all persons over 65, regardless of
need.

The idea of using social security for med-
ical benefits is dangerous, discriminatory,
and a violation of accepted Federal tax
concepts.

Advocates of this avenue might, first of
all, heed the advice of President Roosevelt
when the social security program was estab-
lished in 1935. He warned Congress against
"extravagant action" and said that if the
program were- "too ambitious" its whole
future would be endangered.

Already the social security tax is taking
3ya percent of most workers' paychecks up
to a maximum of $4,800 a year. Even with-
out adding medical benefits, the rate is

scheduled to go to 4% percent, about a 60-

percent increase, by 1969. Medical benefits
from social security not only would increase
the rate by one-fourth percent but would
raise to $5,200 the maximum on which it is

paid. This would add $25.50 a year in social

security taxes.

Surely this is passing the danger point of
making the social security program "too am-
bitious," even for Franklin Roosevelt.

Placing medical benefits under social secu-
rity would mean that young workers par-
ticularly would be paying higher and higher
taxes for years to pay the medical costs of
older persons. Any worker who died before
reaching age 65 presumably would lose the
investment he had made for his medical pro-
tection in old age.

These features are clearly discriminatory.

Inherently, the social security tax bears
heaviest on the lower-income groups. Be-
cause the tax applies only on income up to
$4,800 a year (or $5,200 if medical benefits
are added), any earnings above these figures
are not subject to social security taxation.

By adding a little sugar coating, the Senate
should not try to force the Nation to swallow
such a toxin as this.
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There being no objection, the Senate
resumed the consideration of the bill

(H.R. 10606) to extend and improve the
public assistance and child welfare serv-

ices programs of the Social Security Act,
and for other purposes.
Mr. YOUNG of Ohio. Mr. Presi-

dent
Mr. HUMPHREY. Mr. President, I

yield to the Senator from Ohio 1 minute.
Mr. YOUNG of Ohio. I need more

time than that.

Mr. HUMPHREY. Whatever time the
Senator from Ohio may wish.
The VICE PRESIDENT. The Senator

from Connecticut is recognized.
Mr. BUSH. Mr. President, I shall be

glad to yield to the Senator from Ohio
for an insertion.

Mr. MANSFIELD. Mr. President, the
Senator from Ohio wants to make a
brief statement. He withheld the state-
ment in the morning hour. If the Sena-
tor from Connecticut will give the Sena-
tor from Ohio time, it will be appre-
ciated.

Mr. BUSH. I shall be glad to yield the
Senator from Ohio 5 minutes.
The VICE PRESIDENT. The Senator

from Connecticut yields to the Senator
from Ohio 5 minutes.

Mr. YOUNG of Ohio. I may need
more time.

Mr. HUMPHREY. The Senator from
Ohio will get more time.
IN SUPPORT OF THE ADMINISTRATION HEALTH

CARE PROGRAM FOR THE ELDERLY

Mr. YOUNG of Ohio. Mr. President,
on occasion, the public welfare amend-

ments of 1962 which are being debated
at this time are referred to as a com-
promise of the King-Anderson health
care for the elderly bill.

In some respects, I assert the legisla-

tive proposal we are considering, and
which I wholeheartedly support, is an
improvement over the original bill now
in the committee on Ways and Means of

the House of Representatives. This is a
most meritorious legislative proposal. It

takes a step forward toward adequate
hospital, medical, and surgical care in-

surance for elderly men and women
within our social security program. By
its tax provisions it continues to leave
our social security system as an actu-
arially sound old-age and survivors and
disability insurance system.
This pending proposal includes within

its beneficent provisions health insur-
ance coverage not only for those eligible

for social security to be financed through
social security contributions, but also for
possibly 2 l/2 million elderly men and
women who do not have social security
coverage. This is a most significant step
forward because most of these 2 million
plus elderly men and women are the very
ones who need most the hospital and
health protection which this pending
proposal would give.

The best estimate is that at the outset
the appropriation necessary will amount
to $50 million a year from our general
revenue funds. In this group are men
and women, many of whom have been
on relief and practically all of whom are
in indigent circumstances, or nearly so;

in other words, dependent on charity or
upon the generosity of close relatives,

some of whom are themselves in modest
or needy circumstances. This amount
will decrease rapidly, as the life ex-
pectancy of these men and women is not
great. Following a comparatively few
years, there will be no appropriation
required.
Furthermore, all of us look forward to

the time when our social security—our
old-age and survivors and disability in-
surance sytem—will cover all employed
and self-employed, and cover them ade-
quately, so that on retirement they will

receive an ample return from the pre-
miums they have paid during their work-
ing years. The dignity of every elderly
man and woman in our Nation is in-
volved in the legislative proposal we are
considering.

Something deep inside an elderly man
or woman is offended if, after a lifetime

of constructive work in employment or
as a self-employed individual, all he or
she receives is a mere handout.

Fortunately, our social security system
provides that following retirement those
who are covered may retire in dignity
and comfort and may be assured as long
as they live that the insurance payments
from the social security fund will con-
tinue.

The amendments proposed by the dis-

tinguished Senator from New Mexico
[Mr. Anderson], and those associated
with him, contain provisions for a sepa-
rate trust fund for the health benefits,
and for use of private voluntary organ-
izations in the task of providing hos-
pitalization for elderly persons.
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Robert J. Myers, Chief Actuary of the
Social Security Administration, has
given assurances that this proposal is

actuarially sound. He gave the same as-
surances in 1959 and 1960, under the
Eisenhower administration, when he oc-
cupied the same position. Financing
would be accomplished by raising the
earnings base from $4,800 to $5,200 per
year and by an additional one-fourth of
1 percent for employees and employers
and three-eighths of 1 percent for self-
employed persons.
The cost of this protection to the in-

dividual would not be excessive. In
terms of dollars, the employee who earns
$4,800 a year would pay $12 a year more
than under present law. The employee
earning $5,200 or more would pay $17.68
additional a year toward health in-
surance.
Mr. President, the American people

want and need this legislation. In my
own State of Ohio there are approxi-
mately 950,000 people who are over 65
years of age. These amendments would
provide coverage to over 900,000 of these
people.
Reference has been made to the Kerr-

Mills bill in the course of this debate.
I voted against the Kerr-Mills bill, which
was enacted into law during the Eisen-
hower administration.
Only 88,000 people in the country have

benefited as a result of the enactment
of the Kerr-Mills bill, and not one in-
dividual in my State of Ohio has re-
ceived any assistance as a result of that
law.
Regarding the proposal before us, the

American Medical Association remains
the lone major holdout, still fighting a
desperate battle to distort and to con-
fuse the issue with cries of "socialized
medicine" and "Government control."
At first the house of delegates of the

American Medical Association—now
composed of 212 members, a large ma-
jority of whom are political doctors and
only 40 of whom are general practition-
ers of medicine—objected to the orig-
inal King-Anderson bill because, they
claimed, it would exclude 2V2 million
people from coverage. At present we are
considering proposed legislation which
would provide coverage for these 2V2
million people, yet the political doctors of
the AMA still oppose it.

The VICE PRESIDENT. The time of
the Senator from Ohio has expired.
Mr. YOUNG of Ohio. Mr. President,

I ask for an additional 5 minutes.
The VICE PRESIDENT. The Senator

asks for an additional 5 minutes.
Mr. HUMPHREY. Mr. President, I

yield 5 minutes to the Senator from the
time on this side.

Mr. BUSH. Mr. President, I ask unan-
imous consent that that be with the
understanding that I do not lose my
right to the floor.

Mr. YOUNG of Ohio. That is fully
understood.
The VICE PRESTDENT. Without ob-

jection, it is so ordered.
Mr. YOUNG of Ohio. The political

doctors of the American Medical Asso-
ciation opposed social security at the
time it was enacted into law. In 1936
they supported the presidential candi-
date who proposed repeal of the Social
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Security Act, and who carried only two
States in the Union. If any candidate
for the Presidency should now propose
repeal of the social security law, he would
not carry even one State of our Union.
Mr. President, although this question

has been compromised by a bipartisan
agreement, and the 2Y2 million needy
elderly men and women have been in-

cluded within the beneficent coverage
of the bill, these political doctors now
say this is just another version of the
old King-Anderson bill. The AMA re-

mains faithful to its policy of opposing
anything and everything which is pro-
gressive and forward looking. By
"AMA" I mean the house of delegates,

which operates that group. I do not
mean the rank-and-file physicians and
surgeons of the country. Judging from
the mail from my own State of Ohio, I

feel that a majority of the physicians
and surgeons are in support of the legis-

lation which we are now considering.
May I say that there is one provision

I personally do not like, but as most legis-

lation is a matter of compromise, I shall

accept it. I refer to the feature provid-
ing that the hospitalized individual must
pay $10 toward his hospital bill up to
the 10th day as an inpatient in a hos-
pital. In other words, an elderly person
must be prepared to pay as much as $90,
and in some instances this may be a
genuine hardship.

It is stated that this is on the prin-
ciple of $50 or $100 deductible property
damage insurance. I do not like this

illustration. We are dealing with very
ill elderly men and women, many in

most unfortunate and needy circum-
stances. We are dealing with our fellow
human beings, not with automobiles, or
other chattels.

We do not want colossal debt to be
the penalty that afflicts an average
family if some loved elderly person in

that family requires extended hospital
care.

At the outset I favor placing this pro-
gram on a complete coverage basis.

However, if that cannot be had, I will

go along and support the measure, as
I enthusiastically do, believing that
later the provision will be eliminated.

Mr. President, the fear of numerous
nuisance claims is groundless. I assert

that most persons are, like myself, fear-
ful of hospitals. We do not want to go
into them. We do not want to be sent
there in a limousine. We all have inti-

mate knowledge of the fact that loved
ones, near and dear to us, have been
taken to a hospital on one or two occa-
sions—and then the end. So, I feel that
the $90 deductible provision is unneces-
sary. I do not join in any views ex-
pressed that if we remove this feature
there will be an excess of requests for
hospitalization.

Mr. President, I am proud to be a long-
time and wholehearted advocate of the
social security financing principle. I

voted for such a bill in 1960 because it

provided a method through which
people during their working years can
build adequate protection against heavy
medical costs in their later years. I

firmly believe that the social security
system is the only method through which

older people can be relieved of some of

the fear of rising and unpredictable
health costs. It is only through our
social security system that workers can
provide for themselves. We must make
it possible for them to do so.

Mr. HUMPHREY. Mr. President, will

the Senator yield?
Mr. YOUNG of Ohio. I am happy to

yield to the distinguished senior Sen-
ator from Minnesota.
Mr. HUMPHREY. I commend the

Senator from Ohio on his excellent state-

ment in support of the health care pro-
gram under the terms of social security.

I agree with what the Senator has said
with reference to the bill. The provision
for a $90 payment on the part of an
individual when he goes to a hospital
for first 9 days was inserted in the bill

as a compromise feature. Its removal
would improve the bill. I do not think
that the plan would result in abuse.
The Senator is correct. Nevertheless, I

support the bill and have for a long time.

The Senator might be interested to know
that the first piece of legislation that I

was privileged to cosponsor when I came
to the Senate, and of which later I was
the main sponsor, was a measure which
would provide hospital care for persons
age 65 and over under the social security
system.
The VICE PRESIDENT. The time of

the Senator has expired.
Mr. YOUNG of Ohio. I thank the dis-

tinguished Senator from Minnesota.
What he has said fortifies me in the
views I have expressed today.
Mr. BUSH. Mr. President, for the in-

formation of the Senate, I announce
that I intend to ask for a yea-and-nay
vote on my amendment. It will not re-
quire more than an hour for me to ex-
plain the amendment, so that if there
Js not too much debate on it, the whole
process should not consume more than
an hour and a half. I would be most
cooperative in trying to hold the situa-
tion in check in case there are Senators
who wish to get away early today. But
I serve notice that I intend to ask for
a yea-and-nay vote on the amendment.

I yield to the Senator from Illinois

[Mr. Dirksen] such time as he may
require.
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The Senate resumed the consideration

of the bill (H.R. 10606) to extend and
improve the public assistance and child

welfare services programs of the Social

Security Act, and for other purposes.

Mr. BUSH. Mr. President, I wish to

modify my amendments as follows:

On page 6, line 16, strike out "for a
period not less than twelve months in

duration,".

On page 18, between lines 5 and 6, in-

sert the following:

EFFECTIVE DATE OF HEALTH PROTECTION
BENEFITS

Section 208 health Insurance protection
supplement provided under title XVII of the
Social Security Act or under section 21 of

the Railroad Retirement Act of 1937 shall be
payable only with respect to months after

June, 1963.

On page 18, after the matter describ-

ing the contents of section 207 of the
bill, add the following:

Section 208. Effective date of health pro-
tection benefits.

Mr. President, I deplore the procedure
and circumstances under which the Sen-
ate is considering one of the gravest
social issues of our times, the problem
of financing adequate health care for

our senior citizens.

I deplore the procedure because it by-
passes the House Committee on Ways
and Means and the Senate Committee on
Finance, the two committees in the
respective Houses of Congress which are
responsible for considering such pro-
posed legislation.

Without the benefit of careful com-
mittee consideration and o. an analyti-
cal committee report, the Senate is con-
sidering one of the most technical and
intricate pieces of proposed legislation

to come before Congress. This is no
way for a responsible legislative body to

proceed.

I deplore the circumstances because
this question has been brought before
the Senate not with the intention that
Congress will enact at this session
meaningful legislation which will pro-
vide needed help for the aged, but with
the intention of creating a political issue
for the fall elections. I doubt that there
is any Senator who believes in his heart
that if amendments dealing with health
care for the aged are adopted by the
Senate as a rider to the pending bill,

H.R. 10606, such amendments have a
ghost of a chance of being adopted in
the other body.

This is too serious a problem and too
important in terms of the welfare of
elderly people to be made a political
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football, but that, I believe, is what has
been done by the deliberate choice of

the leadership of the Democratic Party.
Nevertheless, and because It faces us,

I believe this proposal offers us an op-
portunity for a discussion of the various
proposals which have been made, under
which the Federal Government could
assist elderly people to meet the costs

imposed by illness.

It seems to me that a question of need
is involved, and I oelieve there is a need
for Federal action in this field which
extends beyond the Kerr-Mills legisla-

tion, which I supported and which was
enacted in the last Congress. The so-

cial security system provides an accept-

able method of financing such a Federal

program. Let me outline the reasoning
behind this conclusion.
Men who are now 65 years of age can

expect to live into the Seventies. Women
who are now 65 years of age can expect

to live into the eighties.

The financial problems of the elderly

are difficult. Half of the people over 65

years of age have incomes of less than
$1,000 a year. Three-fourths of them
have incomes of less than $2,000 a year.

Eighty-seven percent have incomes of

less than $3,000. Sixty percent have
total assets of less than $10,000. Forty
percent have assets below $5,000.

Medical costs for the elderly are higher
than for the rest of the population, and
the elderly are poorly protected against

them. Almost half of those who are

65 years of age and over have no pre-

paid health insurance. Of those who
have some form of insurance, one-fifth

have less than 75 percent of their hos-
pital bills covered. These may be dull

statistics, but they explain why the

greatest fear of the elderly is that they
will be stricken with catastrophic ill-

ness, requiring expensive medical and
surgical treatment and long periods in

a hospital or nursing home. It is clear

that a serious social problem confronts
society, one for which a solution must
be found.

In my judgment, legislation in this

field will not be enacted this year. How-
ever, this debate may lay the foundation
for the enactment of legislation by a
future Congress which will provide a
sound method of meeting the serious
problem of financing health care for the
aged.
For this reason, I have called up my

amendments in the nature of a substi-

tute for the amendments proposed by
the distinguished junior Senator from
New Mexico [Mr. Anderson], the dis-

tinguished senior Senator from New
York [Mr. Javits], and other Senators.
My amendments provide that persons
65 years of age or over who are eligible

to receive either social security or rail-

road retirement benefits may receive a
monthly insurance supplement of up to

$9 for the purchase of voluntary health
insurance. The receipt of such supple-
mentary payments would require a cer-
tification of the purchase of such insur-
ance, and the insurance would be
financed by an increase in the social

security and the railroad retirement
tax.

The benefits would be provided under
any kind of insurance policy the insured

desire to purchase, provided the policy
was guaranteed renewable and non-
cancelable and is offered by a carrier
which is under the jurisdiction of a
State regulatory body.

In other words, a member of the
social security system who would be
eligible for the additional coverage
might purchase any kind of policy he
chose for health care in an open, free,

and competitive market.

In several respects, the Anderson-
Javits proposal is an improvement over
the plan offered by the Kennedy admin-
istration—the so-called King-Anderson
bill. I commend those Senators for
their accomplishment in producing this
compromise. However, I cannot sup-
port the Anderson-Javits proposal be-
cause it contains some of the fatal

defects of the administration bill, which
it replaces. Among the defects are,

first, that benefits are to be provided in
services instead of dollars. There are no
reliable and accurate estimates of future
costs. Costs have been estimated by the
administration at an annual rate of

$1,200 million. Competent insurance
actuaries have estimated the costs to
be $2,500 million. A reliable estimate
made by the New York Board of Trade
is that the costs might be as high as $4
billion or more. Using statistics from
the National Health Survey of 1957 and
1958, the New York Board of Trade
concluded that if H.R. 4022. the King-
Anderson bill, had been in effect in 1960,

the hospital costs would have been
been $4,300 million, roughly four times
the estimate of the Department of
Health, Education, and Welfare; and
other estimates support this conclusion.

Moreover, eligible beneficiaries would
be given no freedom of choice under the
pending measure. Under the revised
Anderson-Javits proposal, there would
be no freedom of choice. The Anderson-
Javits proposal is limited essentially to

hospital and nursing home care. Such
care represents less than 25 percent of

all medical costs which confront elderly

people. My authority for this informa-
tion is a statement made by Representa-
tive Thomas Curtis of Missouri, which
appears in the Congressional Record
of March 6, 1962.

My proposal avoids these defects. My
proposal is a fiscally responsible pay-as-
you-go plan, with benefits paid in dollars,

in amounts not exceeding the funds
raised by an increase in the social secu-
rity tax. Each beneficiary will have
complete freedom to choose the kind of

health insurance protection best suited
to his individual needs, from the wide
range of plans now offered by the Blue
Cross, the Blue Shield, the mutual insur-
ance companies, the commercial insur-
ance companies, or plans underwritten
by employee organizations. The Federal
Government would pay up to $9 a month,
or $108 a year, to help meet the cost of
such protection. That money would be
used to buy, in the free competitive mar-
ket, insurance policies available from in-
surance associations and insurance com-
panies, under competent State direction.

In recent years, there has been a
major breakthrough in solving the prob-
lem of providing health insurance pro-

tection for the aged. One of the more
outstanding programs in this field has
been provided by Connecticut 65 ex-
tended health insurance, which now pro-
tects approximately 26,000 persons aged
65 or over in my State. It makes major
medical insurance available, without
physical examination, to individual
elderly residents of the State, and is

underwritten by 32 insurance companies
authorized to write insurance in the
State of Connecticut.
Mr. President, at this time I wish to

refer, for the Record, to certain options
and basic benefits available under the
Connecticut 65 plan. For instance, an
applicant has a choice of four optional
plans.
Option 1 costs $10 a month, and pro-

vides a lifetime major medical benefit
of $10,000, of which not more than $5,000
may be used in a single year.
Option 2 costs $7.50 a month, and pro-

vides a lifetime benefit limit of $5,000,

with a $2,500 limit in a single year.
Option 3 costs $17 a month, and pro-

vides a $10,000 major medical benefit,

plus a plan of basic hospital and surgical

benefits.

And option 4 costs $14.50 a month, and
provides the $5,000 major medical bene-
fit, plus a plan of basic hospital and
surgical benefits.

The basic hospital and surgical bene-
fits of options 3 and 4 are designed to

complement the major medical benefits,

and will be available only to those who
do not have other basic benefits. The
basic hospital and surgical benefits of

options 3 and 4 will pay hospital room
and board charges up to $12 a day, for

a maximum of 31 days in each calendar
year, and other hospital charges up to

$125 per calendar year, and surgical
charges up to the maximum under a
schedule of surgical procedures, with a
maximum benefit of $360 in any one
year.

So, Mr. President, from my brief out-
line of these optional plans, it can be
seen that quite a variety of insurance is

available today, and also insurance poli-

cies can be bought in the open market,
for the aged, without physical exami-
nation; and they do provide coverage
for surgical expenses and doctors' fees.

I may say I have discussed this plan
with various doctors. Of course, there
have not been any hearings on this

amendment; and this is one of the things
about this procedure that I do not like

at all. But doctors who have been
violently opposed to the so-called King-
Anderson approach are not opposed to

this amendment, because the members of

the social security system would be
given cash with which to buy this in-

surance; and the medical profession is

one which has promoted and benefited
substantially by the development of in-

surance organizations, such as the Blue
Cross, the Blue Shield, and so forth.

So I do not believe we run into any
conflict here with the medical profession,

although of course its members should
have a chance to be heard.
Mr. President, I ask unanimous con-

sent to have printed at this point in

the Record, in connection with my re-
marks, a description of the Connecticut
65 plan.
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There being no objection, the memo-
randum was ordered to be printed in

the Record, as follows:

1. SUMMARY OF THE PLAN

Connecticut 65 is the short name for Con-
necticut 65 extended health insurance. Its

purpose is to make major medical insurance
available without physical examination to

individual elderly residents of the State.

It is underwritten by 32 insurance com-
panies authorized to write health insurance
in the State of Connecticut. It is marketed
through a voluntary unincorporated associa-

tion called Associated Connecticut Health
Insurance Companies, which originally con-
sisted of 10 Connecticut-domiciled com-
panies which were Joined by 22 others domi-
ciled elsewhere but writing health insurance
in Connecticut. Coverage is provided under
a policy issued to a trustee bank, and is

available to Connecticut residents age 65
or over. However, a Connecticut resident
who moves away can maintain his coverage
if he keeps up the premium. If one spouse
is eligible and elects the coverage, the other
is also eligible if not less than 55 years old

and not working more than 30 hours a week.
Coverage is available without physical exr-

amination or health questions, but to be
eligible an applicant must not have been
confined in a general, special or convalescent
hospital during the 31 days prior to his

enrollment.
Much thought and study was given to the

plan of benefits to be offered. Not only was
the experience of the companies used for

this purpose, but valuable suggestions were
received from medical society officials and
others.
The applicant has a choice of four optional

plans:
Option 1 costs $10 a month and provides a

lifetime major medical benefit limit of $10,-

000, of which no more than $5,000 may be
used in a single year.
Option 2 costs $7.50 a month and provides

a lifetime benefit limit of $5,000, with a

$2,500 limit In a single year.
Option 3 costs $17 a month and provides

the $10,000 major medical plus a plan of

basic hospital and surgical benefits.

Option 4 costs $14.50 a month and provides
the $5,000 major medical plus a plan of basic

hospital and surgical benefits.

The basic hospital and surgical benefits of

options 3 and 4 are designed to complement
the major medical benefits and to be avail-

able only to those who do not have other
basic benefits.

Basic benefits

The basic hospital-surgical benefits of op-
tions 3 and 4 pay: hospital room and board
charges up to $12 a day for a maximum of

31 days in each calendar year; other hospi-
tal charges up to $125 per calendar year;

surgical charges up to the maximum under
a schedule or surgical procedures with a
maximum benefit of $360 in any one year. '

Major medical benefits

The major medical benefits contain a de-
ductible which is applied on a calendar-year
basis. The deductible is a variable sum con-
sisting of $100 plus the amount of benefits
provided under Connecticut 65 basic, wheth-
er the insured had Connecticut 65 basic or
not.
Major medical expenses are classified into

type I and type II. Type I expenses are
hospital expenses; type II expenses are cov-
ered medical expenses other than hospital
expenses. After the deductible, the plan
pays 100 percent of all type I covered ex-
penses up to $250, and then 80 percent of
the remainder. It pays 80 percent of the
type H covered expenses.

Type I expenses, under the $10,000 plan
(options 1 and 3), are hospital room and
board charges up . to $18 per day and charges
for other hospital services and supplies; or,

after 5 days in a general or special hospital,

room and board in a convalescent hospital

up to $10 a day, for as long as 90 days in a
year.
Type II expenses under the same options

include surgical fees up to 1% times the
amount shown on the basic schedule;
anesthesia fees up to 20 percent of the surgi-

cal fee allowance; charges for nursing by
registered nurses in or out of the hospital

up to $18 per day; doctors' calls up to $6;

and the usual range of drugs, diagnostic
services, and other medical services and
supplies.
Under the lower $5,000 major medical

plan, the specified limits on type I and type
II expenses are somewhat less, but the prin-
ciple is the same. For example, the limit
on hospital room and board is $15 a day.

Detailed examples of how the benefits
work out will be found on pages 8 to 10 of
the "Answers to Your Questions" booklet
in exhibit 8. A few examples will suffice.

In one case, for total expenses of $1,587 for
a heart attack, Connecticut 65 option 3
would have paid $1,216. In another case,

for total expenses of $630 for gall-bladder
removal, benefits would have been $530. In
a third case, for total expenses of $2,587 for
lung cancer, benefits would have been $2,022.

II. BRIEF CHRONOLOGY OF CONNECTICUT 65

One of' the most extraordinary things
about the Connecticut 65 plan is that the
idea was not even in being 11 months before
the beginning of the enrollment period on
September 1, 1961. Between October 1, 1960,
and September 1, 1961, the idea became
crystallized; permissive legislation was re-
quested and enacted; 32 health insurance
companies were participating in a newly
formed voluntary association; and an in-
tensive promotion campaign was underway.
In September 1960 it was obvious that,

while at least 3 out of every 4 of Connec-
ticut's elderly population were covered for
basic protection against health care costs,

nevertheless, many were unable to obtain
major medical insurance to protect them
against the cost of catastrophic illness.

In the first weeks of October 1960 an ad
hoc committee of representatives from five

Hartford insurance companies convened, and
a working committee of six began frequent
sessions that still continue. It was the con-
sensus that the Connecticut companies rep-
resented should explore thoroughly the
possibility of meeting needs in the major
medical area for those 65 and over. The ad
hoc committee directed the "committee of
six" to develop the entire program in detail
and report back by the end of the year 1960.

In November and December 1960, drafts of
the Connecticut 65 plan itself, the necessary
legislation and the framework of a voluntary
association had been completed, plus pro-
grams for all-important liaison with such
as legislators, doctors', nursing homes, hos-
pitals, agents of all lines, newspaper editors,
social welfare authorities, etc. Drafting and
redrafting of the basic documents continued
for months.
In January 1961, the initial announcement

of the plan was made and legislation was
introduced in the 1961 session of the Con-
necticut General Assembly. Meetings were
held with representatives of agents' associa-
tions.

In March, the proposal was presented to
the Insurance Committee of the General As-
sembly in support of the permissive legisla-

tion. The Connecticut State Medical So-
ciety, the Connecticut Chamber of Com-
merce, the Connecticut Association of In-
surance Agents, and the Connecticut As-
sociation of Life Underwriters all supported
the bill at the hearing.

In April, the bill passed both houses of
the general assembly. It was signed by the
Governor on May 3, 1961, as Public Act 95
(exhibit 1). Also in May, 10 Connecticut

companies accepted invitations to join the
proposed Associated Connecticut Health In-
surance Companies. Claims, policy forms,
and promotion subcommittees were ap-
pointed, and an advertising agency and a
direct-mail agency were retained.
In June and July 1961, the drafting and

revision continued. The subscription agree-
ment (exhibit 2) was signed by 10 Connecti-
cut companies, which were soon joined in the
next few months by 22 companies domiciled
elsewhere but writing a substantial volume
of health insurance in Connecticut. The
policy forms and the enrollment booklet
were filed with the Connecticut Insurance
Department which was kept advised of de-
velopments.
The direct-mail campaign began August

18 and lasted until September 21. Educa-
tion of agents through slide films and flip-

charts was underway. During this period,
an agreement was also executed with a
trustee bank as policyholder of the Connecti-
cut 65 plan.

m. PRESENTATION TO THE PUBLIC, AND RESULTS

Early in April 1961, a subcommittee on
promotion was formed, whose first duty was
to determine the budgetary needs of a cam-
paign to market Connecticut 65.

It was determined that a budget of $190,-

000 was indicated, and, upon authorization
of this amount by the executive committee
of the association, two separate firms were
employed; one, an expert specializing in
newspaper, radio, and TV advertising; and
another, specializing in direct-mail adver-
tising.

The advertising program comprised a series
of full-page and half-page ads In all Con-
necticut daily and Sunday newspapers be-
ginning August 20, 10 days prior to the be-
ginning of the enrollment period, and con-
tinuing through the month of September.
During this same period, 337 spot announce-
ments were made over 36 Connecticut radio
stations and 33 spot announcements per week
were aired over the 3 Connecticut TV
outlets.

This program developed 12,805 inquiries,
of which 2,034 were converted into enroll-
ments. It also brought in 1,463 direct en-
rollments through enrollment coupons
which were an integral part of the adver-
tising copy. The value of this program can-
not be measured only by the Immediate re-
sults attributed to it, since the communica-
tion problem invo'ved demanded a very
widespread impact upon the entire Connec-
ticut citizenry, whether part of the actual
market for Connecticut 65 or not.
The direct mail program included promo-

tions to agents, to employees and policy-
holders of the participating companies, and
to people of influence in business, profes-
sional and civic circles. Heavy mailings were,
of course, directed to two major prospect
groups—those 65 and over and those 40 to 65,
the latter representing the sons, daughters
and others concerned in the welfare of their
elders.

Agents received a comprehensive promo-
tional kit which included enrollment forms,
sales aids, instructions and reorder forms for
all the materials furnished; 9,906 enroll-
ments came in through agents.

Several of the large participating com-
panies made mailings to their Connecticut
employees and policyholders. Centers of in-
fluence mailings to doctors, lawyers, bankers,
and State and municipal leaders included
complete Information about Connecticut 65
in booklets; 2,280 enrollments resulted from
these combined activities.

A prospect mailing of 380,000 reached the
primary market of those 65 and over and the
secondary market of those 40 to 65.

As inquiries came in from these mailings
and from the newspaper, radio and TV cam-
paign, appropriate additional material was
mailed to those inquiring, including enroll-
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ment forms. In all. some 600,000 pieces were
mailed, developing 30,000 Inquiries which
resulted in 8,201 enrollments.
Backing up this Intensive promotion was

a continuous publicity campaign under-
taken by the Insurance Information Office

of Connecticut. This campaign started with
newspaper releases In January 1961, when
the original bill was introduced in the leg-

islature, and continued through the legisla-

tive hearings. This was followed by pictures

of the Governor signing the enabling bill

into law, and news stories on all phases of

the organization and progress of the pro-

gram, including the final results.

The program was the subject of frequent
favorable editorial comment in the Connect-
icut press. This was most welcome to the
participating companies. The informa-
tion office also arranged for many meetings

with Connecticut State Agents' Associa-

tions, at which time the plan and the mar-
keting program were presented graphically

through liberal use of visual aids. These
meetings were largely responsible for the
interest and enthusiasm of the agents in

endorsing and promoting the plan.

No opportunity for promotion was over-

looked. The toll-free telephone number for

inquiries at headquarters was Enterprise

6565. The appearance of the insurance
policy itself, copies of which have been wide-

ly circulated, was given professional atten-

tion, as was that of the enrollment booklet.

Even the enrollment form was revised to re-

flect suggestions made from the marketing
point of view.
As stated elsewhere, all promotional re-

leases and devices were reviewed by qualified

advisers and cleared for conformance with
all regulatory requirements". The develop-
ment of a sympathetic working relationship

between the promotion people on the one
hand, and the underwriting and legal teams
on the other, was essential to the develop-
ment of a successful marketing procedure.
Successive enrollment periods are contem-
plated, the first In 1962. This, too, will be
marked by advertising and direct mail pro-
motion commencing shortly before the en-
rollment period opens. It is not anticipated
that this enrollment period will involve the
large-scale operation believed to have been
necessary initially, since the momentum
gained during September is being maintained
by a low-key 'advertising program to keep
Connecticut 65 before the public.

Enrollment results

The first enrollment period was restricted

to 1 month—September 1961. During that
period the number actually enrolled was 21,-

850. This was a gratifying percentage of the
real market among Connecticut's elderly, as

the statistics in the next section will show.
At the headquarters of the Associated Con-

necticut Health Insurance Cos. in Hartford,
by mail and telephone during September
1961, there were 45,122 inquiries processed.
Under Connecticut 65, the insured does not

have to sign the enrollment form. All pro-
motional material emphasized this fact. As
a result, almost 30 percent of the 21,850 en-
rollees were enrolled by sons, daughters, or
others who felt morally or legally responsi-
ble for them.
Thirteen thousand seven hundred and

seventy enrolled for option 1, $10,000 maxi-
mum, major medical only. Four thousand
eight hundred and ninety-one enrolled for
option 2, $5,000 maximum, major medical
only. Thus, 85 percent did not enroll for
basic benefits. This confirmed the belief of
the participating companies that a great pre-
ponderance of Connecticut's elder citizens
already had basic medical and hospitaliza-
tion protection; 3,181 enrolled for one of the
major medical options plus the Connecticut
65 basic benefits; the average age of those
enrolling was almost 75 years; 14,904 of the
enrollees were females.

The period of a fixed 1-month enrollment
was selected and adhered to for two reasons.
First, there was the obvious underwriting
reason: to prevent antiselection by those
who might otherwise defer enrollment until
the time they knew they would be hospital-
ized. More important was the human foible

of procrastination, with action spurred only
by a categorical deadline. For example, on
September 25, 5 days before the close of the
enrollment on midnight of a Saturday, only
7,193 enrollments had been received. More
enrollments were received during the last

day of the enrollment period than during the
first 3 weeks.

Almost 50 percent of the enrollment was
received as the result of the activities by
agents. The Connecticut Insurance Depart-
ment permitted any resident Connecticut
agent, licensed to write health insurance, to
participate in the Connecticut 65 plan,
whether or not the company with which he
held a contract was a participating company
in that plan. Commissions for agents ranged
from $5 for the $5,000 major medical (option

2) to $10 for the larger major medical com-
bined with basic (option 3) . Thus, an agent
could earn as much as $20 for a sale to a
couple. Commissions are payable only at

the inception of the coverage. However, it

was the expressed intention of the Associ-

ated Connecticut Health Insurance Cos., if

commissions on all policies not received
through agents had exceeded advertising
expenses, to allocate the difference among
agents in proportion to their writings.

As far as marketing is concerned, our
experience indicates that a short but inten-
sive communications campaign is the proper
approach, and that the promotional team
should be organized early and be kept fully

advised as to the development of the pro-
gram. Representatives of the agency forces

of the State should be brought into the pic-

ture as soon as practicable and their active
support secured, not only for the purposes
of seeking their endorsement of the neces-
sary legislation, but also for communication
of the program to the insuring public.

IV. STATISTICS CONCERNING CONNECTICUT'S
AGED POPULATION

The companies developing the plan con-
sidered it feasible for other reasons, which
included the economic standing of Connecti-
cut's elderly population; the fact that three
out of four already had some sort of basic
health insurance; and the compact size of
Connecticut.

Connecticut is a small State, 49th in area,

any part of which can be reached in little

over an hour's drive from Hartford.

Its population totals 2,535,000. Of this

number, about 10 percent, or 242,615, are
age 65 and over. The real market, however,
for the plan was in reality far below this

figure. For example, 25,000 of the elderly are
confined to State and Veterans' Administra-
tion institutions. Fourteen thousand receive
medical care and living payments through
the old-age assistance program.

Another 55,000 are still employed (with
their wives, this total swells to some 92.000),
and certainly a very large percentage of this

group is covered under employer-sponsored
group insurance programs. Furthermore, an
increasing number of group plans are con-
tinuing major medical coverage for retired

employees.

In addition, Connecticut has implemented
the Federal Kerr-Mills program, and effective

April 15, 1962, it is expected that there will

be an additional 35,000 persons whose income
and asset status makes them eligible for the
payment of a considerable part of their
medical-care expense through tax funds.
After application of a $100 deductible under
the Connecticut Kerr-Mills Act (Public Act
578, 1961) , the actual claimants in any 1 year
are expected to number some 11,000.

Thus, after eliminating those who may not
have a need for coverage of the type provided
under the Connecticut 65 program, the real
market was about one-half the total of age
65 and over In the State. Threfore, the num-
ber enrolling during the lntlal 1-month
enrollment period represents 20 percent of
the real market.
Connecticut is also a wealthy State. Its

average social security benefits are at the
highest level in the country, and the income
and assets, including home ownership, of its

elderly population are also well above the
national average.
The drafters of Connecticut 65 felt that

this program could help many persons from
becoming medically indigent under the Con-
necticut Kerr-Mills program. This in turn
would lower the tax costs of the State of
Connecticut.

Consequently, there is no exclusion under
the Connecticut 65 plan for expenses which
otherwise would be payable under the Kerr-
Mills program in the absence of this insur-
ance. In other words, Connecticut 65 will
pay so that Kerr-Mills program will not have
to pay.

Mr. LAUSCHE. Mr. President, will the
Senator from Connecticut yield?
The PRESIDING OFFICER (Mr. Bur-

dick in the chair). Does the Senator
from Connecticut yield to the Senator
from Ohio?

Mr. BUSH. I yield.

Mr. LAUSCHE. Would the plan pro-
posed by the Senator from Connecticut
be financed through the social security?
Mr. BUSH. Yes, it would be financed

by an increase of one-fourth of 1 per-
cent in the tax on employers and em-
ployees, and would produce an estimated
$1,100 million in the first year.
Mr. LAUSCHE. Would the fund ac-

cumulated through the increased tax be
mingled with the general social security
fund which now exists, or would it be
separate?
Mr. BUSH. This money would go into

the general fund, but in a special ac-
count—the health insurance account, to
be available only for use as described in
the amendment.
Mr. LAUSCHE. Am I correct in un-

derstanding that the amendment pro-
posed by the Senator from Connecticut
contemplates adding to the normal pay-
ments made to a social security benefi-
ciary the sum of $9 a month, totaling
$108 a year, to be used by him to buy
health insurance in private companies?
Mr. BUSH. Yes, in the open competi-

tive market; that is correct. Of course,
the figures $9 and $108 are estimates;
but I think they are reliable estimates,
based on the fact that this tax will pro-
duce about $1.1 billion.

Mr. LAUSCHE. If the beneficiary is

paid this money, must he buy a policy of
coverage?

Mr. BUSH. He cannot have the
money unless he is going to buy a certi-

fied life insurance program, under State
supervision, in whatever State it may be.

Mr. LAUSCHE. In other words, he
cannot accept the $9 a month and just

keep it?

Mr. BUSH. Yes, it cannot be used for

any purpose except the purchase of
health insurance, and it has to be certi-

fied; and if the individual so chooses, he
could arrange for the Department itself

to pay directly to the insurance company



1962 CONGRESSIONAL RECORD— SENATE 12639

agreed upon or specified by the individ-

ual. When he agreed that he would buy
a particular health-insurance program,
the premiums could be paid directly by
the Government agency to the insurance

company.
Mr. LAUSCHE. The Senator from

Connecticut stated that the amendment
allows flexibility to the beneficiary in

choosing the type of policy of health in-

surance he will buy.
Mr. BUSH. That is correct; and in a

few moments I shall show what a variety

of health-insurance programs are avail-

able to persons 65 years of age or over.

Quite a wide range of health-insurance

policies is available from many of the

great insurance organizations, in addi-

tion to Blue Cross and Blue Shield. For
instance, in that connection I mention
the Prudential Life Insurance Co. ; I also

mention the Metropolitan Life Insurance
Co., the largest insurance company in

the country; and there are other insur-

ance companies, as well as mutual com-
panies and nonprofit organizations,

which are offering a great variety. I

have already referred to the four options

available under the Connecticut 65 plan;

and there are others.

Mr. LAUSCHE. Under the Anderson
bill, would the beneficiary be indemni-
fied for his medical expenses incurred
when he employed physicians?
Mr. BUSH. My understanding is that

they do not touch it. Nothing in the
King-Anderson bill—and I do not be-
lieve this has been changed by the
merger with the Javits amendment—per-
mits the payment of doctors' fees or

surgical fees.

Mr. LAUSCHE. How would the pro-
posal of the Senator from Connecticut
handle that phase of it?

Mr. BUSH. The program of the Sen-
ator from Connecticut gives the individ-

ual money with which he may select a
health insurance plan which may or may
not include payments to surgeons or doc-
tors, so that it is up to the individual
whether he wants to use the money to

buy that kind of program or whether he
wishes to buy one which would provide
money to pay only for hospital or nursing
home care—which is all the Anderson
measure provides for. So my proposal
leaves it up to the individual to choose.
The needs of the people may be differ-

ent. One person's needs may be different

than another's. One person may be
financially better off than another. I

do not profess that every citizen who
may be under social security and who
has attained the age of 65 will be able to

use the program suggested by me to com-
pletely cover every conceivable need that
may occur, but certainly that cannot be
said for the Anderson bill. As I shall

show in a little while, there is evidence
that the Anderson bill covers less than
25 percent of the medical costs which
confront the elderly.

The substitute I speak of is much
more versatile, and gives a person a
chance to choose what kind of health
insurance he is going to use and gives
him the money for it.

One of my objections to the Anderson
bill is that it does not give money; it

gives service in kind. This is in con-

tradiction to the social security system,
which is a cash system. It provides for

a tax which produces cash money. It is

paid out in money, at $100 a month, or
whatever the entitlement of a person is

who gets to be 65.

My proposal follows that pattern. It

is a cash system. It raises the money
any pays it out in amounts that are de-
termined as the measure suggests, so the
person himself can buy what he needs in

the way of health insurance, or at least

helps him buy it.

The social security law does not guar-
antee a man clothing, shelter, and food,

which is distributing social security in

kind. Instead, it give a person cash to

supplement whatever other resources he
may have to provide the necessities of

life. It has proven to be a pretty sound
system. I am sure the people would not
repeal it in any kind of referendum.
My proposal follows that pattern.
Mr. LAUSCHE. It is the Senator's

position that when the cost is fixed at

$9 a month, we know what the whole
structure is going to cost. Is that cor-

rect?
Mr. BUSH. That is correct. I am not

"dancing in the dark" about the cost of

it. I am not saying it will cost $1.2 bil-

lion and then find it may cost twice as

much, which it has been estimated by
actuaries in the insurance business is

true of the Anderson proposal.

Mr. LAUSCHE. What does the Sena-
tor from Connecticut estimate will be
the cost of his plan?
Mr. BUSH. Within the amount of $1.1

billion and $1.2 billion a year, because
that is what would be produced under
the fc£ix

Mr. LAUSCHE. And the benefits be-
ing paid in dollars, we know what the

cost will be. Is that correct?
Mr. BUSH. Yes. We know how many

eligible members there will be. I esti-

mate there will be about 12 million per-
sons eligible under the social security

system who would be eligible for these
benefits. We divide that number into

$1.2 billion and arrive at the cost of ap-
proximately $100 a year.

Mr. LAUSCHE. The Senator says
that the King-Anderson bill provides
services in kind, and therefore the cost

of it cannot be estimated to any degree
of reasonable accuracy.
Mr. BUSH. I think that is one of the

gravest criticisms that can be made of it.

I think it is a very dangerous bill from
that angle. There is no limitation in

cost.

Mr. LAUSCHE. Will the Senator re-

peat the testimony on the estimated
cost of the King-Anderson bill?

Mr. BUSH. I said it was estimated
by the Department of Health, Educa-
tion, and Welfare that it would cost

$1,200 million a year. I said insurance
actuaries of great experience in the in-

surance industry have estimated it would
cost twice that amount, or $2 1/2 billion.

I also said that actuaries in. the em-
ploy of the New York Board of Trade
have estimated that, had the bill been
in effect in 1960, it would have cost
$4,300 million. They say other estimates
support that conclusion. So it can be
seen what a drain such a law could pos-

sibly be upon the social security sys-
tem. It could bankrupt it.

That cannot be done under my amend-
ment, because no more could be spent
than was taken in by the tax, and if

it was necessary to increase the spend-
able money, then the tax would have to
be increased. But it would be done af-
firmatively, and would not sneak up be-
hind us, the way I am afraid will hap-
pen under the King-Anderson bill.

Mr. LAUSCHE. How does the Sena-
tor answer the argument that is made
that there may be beneficiaries who will

not be accepted as insurable risks by
private companies?
Mr. BUSH. I shall answer that ques-

tion in some detail.

Mr. LAUSCHE. I will not press the
question at this time, then.
Mr. BUSH. I shall go into it. Several

plans are already in operation. For
instance, under the senior citizen hos-
pital surgical group plan, they make no
medical examination and there is no
health requirement for the group pro-
tection. That plan is in existence now.
I hold another such plan in my mind.

I shall go into it in some detail, if the
Senator will permit me to do so.

Mr. LAUSCHE. Very well.

If I may now direct the Senator's at-
tention to the final draft of the Ander-
son bill, which has some provisions
allowing the beneficiary to become
covered in a private insurance company,
as distinguished from payments of serv-
ices in kind, my recollection is that that
amendment provides he shall have the
right to be insured in a private company
only if he had, previous to his retirement,
been the holder of a policy. Is the Sen-
ator familiar with that phase of it?

Mr. BUSH. My impression is that the
Senator is correct in that.

Mr. LAUSCHE. Perhaps I should ask
that question of some of the proponents
of the measure.

Mr. BUSH. I think they can answer
it with more certainty, but I believe the
Senator is correct.

Mr. LAUSCHE. But, to summarize,
it is the Senator's position that complete
freedom will be granted the individual
to obtain hospital care, nurses, and doc-
tors, and that the beneficiary will not
be tied to regulations and laws of the
Federal Government. The money will

be given to him, and he will have, out
of it, money for coverage against medi-
cal expenses and hospital expenses and
whatever other insurance he wishes to
buy for the amount received.

Mr. BUSH. The Senator is correct.
This proposal is simply an extension of

an existing system. There are thou-
sands of health care insurance plans in

effect now for people under 65. There
are thousands of health care insurance
plans in effect for people 65 and over.
All we are doing is giving to these large

numbers of senior citizens, 55 percent of

whom, as I said, have incomes of $1,000
or less, the benefits of this program.
What we would do is give them premium
money up to $9 a month so they can buy
some of these health insurance plans
already on the market. It does not have
any more effect on the doctors than the
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existing situation has. and such plans

are available in the free market.
Mr. LAUSCHE. Every retired person

of the age of 65 would be eligible to re-

ceive a policy of health insurance if he
was covered by social security. Is that

correct?
Mr. BUSH. That is correct. The

railroad retirement system would be
blanketed in, also.

Mr. LAUSCHE. How would the Sen-
ator take care of those persons not un-
der social security?

Mr. BUSH. I have not attempted to

go that far. The social security plan
itself does not take care of those per-

sons. I have tried to keep my amend-
ments in tune with the social security

system as it is today.
Mr. LAUSCHE. The Kerr-Mills law

would take care of them.
Mr. BUSH. The Kerr-Mills law is ex-

tant and is available to those who dem-
onstrate need, as determined by each
State to suit itself. There is, of course,

that backstop in effect now.
I would say that a large number of

the people the Senator probably has in

mind would find the Kerr-Mills assis-

tance available.

Mr. LAUSCHE. I thank the Senator.
Mr. KEATING. Mr. President, will

the Senator yield?
Mr. BUSH. I am glad to yield.

Mr. KEATING. In order to clear the
record, the revised Anderson amend-
ments also would take care of those not
under social security.

Mr. LAUSCHE. Would the Senator
please repeat that statement?
Mr. KEATING. The revised Ander-

son amendments would take care of
those persons not under social security.

Mr. LAUSCHE. But not out of the
social security taxes; instead, out of the
general funds of the taxpayers; is that
correct?

Mr. KEATING. That is correct.

Mr. BUSH. Mr. President, I have wel-
comed the questions of my good friend
from Ohio, which have helped me to
develop the subject materially.

I wish to turn now to an illustration

of some of the health insurance plans
which are available, as set forth in the
Health Insurance Institute's brochure.

For instance, there are what are called

the senior citizen hospital-surgical
group and group approach plans, which
have a selected yearly premium range
from $78 to $108 for people 65 years of

age and over. The mass enrollment
technique is involved. Applicants are
eligible irrespective of their past medical
histories and without medical examina-
tions. The selected yearly premium
range, which I mentioned, is from $78
to $108, for all persons 65 years of age
and over, at a universal premium charge.

This plan provides, as I say, no medi-
cal examination, no health requirement,
and group protection. It provides for
daily room and board. It provides $10
a day for a duration of 31 days. It has
an allowance for extras, including 50
percent of the charges up to $125 maxi-
mum. It has a maximum surgical

schedule of $200. The entrance age is

up to "65 plus." There are extra bene-
fits, such as outpatient emergency acci-

dent service.

That is only one approach to the
problem. There are also the senior citi-

zen lifetime guaranteed renewable hos-
pital-surgical expense plans, with se-
lected yearly premiums ranging from
$86.60 to $244.75. This is a senior citi-

zens' lifetime guaranteed renewable hos-
pital-surgical expense plan with variable
allowances for daily room and board,
variable protections from 21 days up to
60 days, miscellaneous extras from $50
to $100. The maximum surgical sched-
ule varies from $150 to $300. That plan
is available.

Rather than go into any great detail
In regard to the various plans, I ask
unanimous consent that the plans and
tables marked in the bulletin I hold in
my hand, from page 5 to the bottom of
page 14, may be printed in the Record at
this point in my remarks.
There being no objection; the tables

were ordered to be printed in the Record,
as follows:

I. Senior Citizen Hospital-Surgical Group
and Group Approach Plans

Selected yearly premium range: $78-$108,
65 and over.
These plans, providing hospital and surgi-

cal expense benefits to those 65 and over, are
offered by Insurance companies under a mass
enrollment technique. Enrollment can be
either made during specified time periods on
a statewide basis or all-year-round by per-
sonal application on reaching age 65.

Offering hospital room-and-board benefits
up to $10 a day, these plans pay benefits for
as long as 31-140 days during hospital con-
finement. Additional benefits are paid to
help meet other extra hospital expenses such
as drugs, laboratory fees, surgical charges,
and even the costs of care in nursing homes.
Applicants are eligible irrespective of their

past medical histories and without medical
examinations. Some plans, however, require
the newly insured person with a preexisting
health condition to wait 6 months before
benefits are available for that particular con-
dition.

Protection of these plans cannot be term-
inated for any individual policyholder—only
for State residents as a group. Similarly,
premium charges can only be adjusted for

an entire group—not on an individual policy-
holder basis.

An association group plan, sponsored by
the American Association of Retired Persons,
is available to persons 65 and over after first

joining the association for a membership
fee of $2. This plan provides benefits for
hospital, surgical, and hospital out-patient
treatment. It also has optional benefits cov-
ering doctor visits, nursing home care, and
extended hospitalization periods.
The selected yearly premium range noted

above for the plans listed is for all persons
65 and over, at a universal premium charge.

Table I.

—

Senior citizen hospital-surgical group and group approach plans: No medical examination, no health requirement, group
protection

Name of plan
Daily
room
and
board

Duration of stay
(days)

Miscellaneous extras
Maxi-
mum

surgical
schedule

Entrance age
up to—

Extra benefits Remarks

American Association of Re-
tired Persons, 711 14th St.

NW, Washington, D.C.:
Group hospital-surgical
plan. 1

Continental Casualty Co.,
310 South Michigan Ave.,
Chicago, 111.: 65- plus plan.>

Fireman's Fund Insurance
Group, 3333 California 8t.,

San Francisco, Calif: Fund
64.»

The Ministers Life & Casu-
alty Union 3100 West
Lake St., Minneapolis,
Minn.: Senior health plan.

$10 31 50 percent of charges
to $125 maximum.

$100

$200

200

200

150

65 plus (1) Outpatient emergency
accident.

Optional benefits: 50 doctor
calls each year; hospital,

home, office, nursing home
above $25 deductible; post-
operative nursing home; 29
days additional hospilal
room and board at $7.50 a
day. 12 months' waiting
period on conditions hos-
pitalized in 12 months
preceding membership of
plan.

6 months' waiting period on
preexisting conditions. In
addition to general enroll-
ments, plan also open to

persons applying within
30 days before or after C5tli

birthday.
6 months' waiting period
only on conditions with
medical history.

6 months' waiting period on
preexisting conditions.
Open on enrollment to

ministers, their wives or
widows. (Program cannot
be terminated or premium
changed unless done for all

policyholders.)

$10 31 do

$10 31 $100 do

To $10 « 140 (reduced to 70
days at age 70).

To $160 by assign-
ment.

60 plus (1) Outpatient emergency
accident, (2) home nurs-
ing, (3) poliomyelitis.

Footnotes at end of table.
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Table I.

—

Senior citizen hospital-swffical group and group approach plans: No medical examination, no health requirement, group
protection—Continued

Name of plan
Dally
room
asd
board

Duration of stay
(days)

Miscellaneous extras
Maxi-
mum

surgical
schedule

Entrance age
up to-

Extra benefits Remarks

Mutual of Omaha, 33d and
Farnam Sts.j Omaha, Nebr:
Senior security plan.«

National Retired Teachers
Association, 711 14th St,

NW., Washington, D.O..
in-hospital plan:
Plan A

$10.

To $15.

Plan B. $10.

New York State Retired
Teachers Association, Leon-
ard Davis 4 Co., Inc. (con-
sultants to NYSRTA) 18

Dove 8t„ Albany, N.Y.:
Group hospital-surglcal-
medlcal health plan:
Plan A

Plan B

Plan C -

$12.

$12.

$12.

60.

31 plus $10 dally
room and board
next 90 days.

31 plus $7.50 dally
room and board
next 29 days.

31 plus $10 dally
room and board
next 90 days.

31 plus $10 dally
room and board
next 90 days.

Above a $100 de-
ductible 80 per-
cent of charges to
maximum of

$1,000.

50 percent of charges
to $120 maximum.

...do.

$225

200

200

65 plus.

No age limit.

....do...

$120 plus 50 percent
of next $180.

$120.

$120 plus 50 percent
of next $180.

200

200

200

.do.

.do.

do

(1) Nursing or convalescent
home $5 a day up to 55
days following 5 days' hos-
pitalization.

(1) Outpatient hospital serv-
ice, (2) postoperative nurs
ing home, (3) In hospital
medical.

(1) Outpatient treatment,
(2) postoperative nursing
home.

(1) Outpatient treatment;
(2) in-hospital medical; (3)

postoperative nursing
home care.

(1) In-hospltal medical; (2)
outpatient treatment; (3)

postoperative nursing
home care.

(1) In-hospital medical; (2)

50 doctor calls each calen-
dar year—home, office,

nursing home; (3) out-
patient treatment; (4)
postoperative nursing
home care.

6 months' waiting period on
preexisting conditions.

Optional benefit: 50 doctor
visits; home, office, and
nursing home.

12 months' waiting period on
conditions hospitalized in
12 months preceding mem-
bership of plan. Program
open during enrollment to
retired teachers.

12-month waiting period on
prehospital conditions.
Programs open during en-
rollment to New York
State retired teachers.

i See AARP out-of-hospital major medical plan, table IV, below.
> See Continental Casualty Co's. major hospital $5,000 reserve plan, table IV, below.
« See Fireman's Fund Insurance Oroup's plus $10,000 plan, table IV, below.
* Maximum $1,200 for hospital room and board, miscellaneous and nursing care in

any one year; over age 70, $900 maximum.
' See Mutual of Omaha's $50-a-week special security plan, table III, below.
• See National Retired Teachers Association's out-of-hospital major medical plan,

table IV, below.

H. Senioe Citizen Lifetime Guaranteed

Renewable Hospital-Surgical Expense

Plans

Selected yearly premium range: $86.60-

$244.75, male 65.

Americans, past 60, who desire hospital

and/or surgical expense protection on a

guaranteed renewable individual or family

basis can choose from a multitude of in-

surance companies' policies.

These policies generally offer hospital
room-and-board benefits from $5 to $25 a
day with a wide selection of additional bene-
fits for extra hospital expenses. Surgical

allowances under these policies can range

up to $500.

As with other guaranteed renewable life-

time policies, the insured person only can
terminate the policy and the Insurance com-
pany can only adjust premiums by policy-
holder class-

Benefits are paid for periods from 31-365
days. Entrance ages for applicants are 61
and over.
The selected yearly premium range noted

above for the policies listed was calculated
for a man of 65 at maximum policy benefits.

Taele II.

—

Senior citizen lifetime guaranteed renewable hospital-surgical expense plans

Company
Dally room and

board
Duration
of stay
(days)

Miscellaneous extras
Maximum
surgical
schedule

Entrance
age up
to-

Extra benefits

Aetna Life Insurance Co, 151
Farmington Ave., Hartford,
Conn.

American National Insurance Co.,
Moody at Market Sts., Galves-
ton, Tex.

Atlantic Life Insurance Co., 609
East Grace St., Richmond Va.

Bankers Life Co., 711 High St^
Des Moines, Iowa.

Business Men's Assurance Co. of
America, 215 Pershing Rd.,
Kansas City, Mo.

The Colonial Life Insurance Co. of
America, 111 Prospect St., East
Orange, N.J.

Columbian Mutual Life Insur-
ance Co., 305 Main St., Blng-
hamton, N.Y.

Country Life Insurance Co., Post
Office Box 675, Bloomingtoa,
111.

Empire State Mutual Life Insur-
ance Co., 315 North Main St.,

Jamestown, N.Y.
Farmers and Traders Life Insur-
ance Co., 960 James St., Syra-
cuse, N.Y.

Footnotes at end of table.

f$5
<$7.50

l$10

$5.

$5 to $25.

$6 to $18.

$6 to $25.

$7 to $24.

$5 to $20

$5 to $25.

$5 to $20.

$S to $16

$5 to $20

21
30
60

365

90

50

45

60

30

120

GO

46

$50
$75.
$100
Optional $26-$50-$100 deductible.
$425, by assignment

1st day, $20 to $72; 7 days plus, $50 to

$180.

$50 to $250

80 percent of charges up to maximum
$100.

$50 to $200. Optional $25-$50-$100
deductible.

$75 to $375

$50 ' to $200.1 Optional $60-$100 de-
ductible.

$30 to $90...

$60 to $200.

$150
$226
$300

$300

$200

$250 to $450

$200.

$400

$250

$200 to $300.

$200

To $200....

80+

75+

76

75

80

(1) Outpatient surgery.

(1) Outpatient hospital; (2) medical—
hospital, home, office; (3) nursiug
benefit.

(1) Emergency accident, (2) poliomy-
elitis.

(1) Poliomyelitis.

(1) Emergency accident.

(1) Outpatient surgery, (2) outpatient
service, (3) emergency accident, (4)
in-hospital medical.

(1) Emergency accident.

(1) Outpatient hospital emergency ac-
cident, (2) in-hospital medical.

(1) Registered nurse in home, (2)
Home-office-hospital medical, $)
out-patient.

(1) In-hospital medical, (2) Hospital
outpatient service.
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Table II.

—

Senior citizen lifetime guaranteed renewable hospital-surgical expense plans—Continued

Company

General American Life Insurance
Co., 1601 Locust St., St. Louis,
Mo.

Oirardian Insurance Co., 100 Ex-
change Park North, Dallas, Tex.

Great American Reserve Insur-

ance Co., 2020 Live Oak, Dallas,

Tex.
The Guardian Life Insurance Co.

of America, Park Ave. South at

17th St., New York, N.Y.

Illinois Mutual Life & Casualty
Co., 411 Liberty St., Peoria, 111.

Inter-Ocean Insurance Co., 2600

Victory Parkway, Cincinnati,
Ohio.

John Hancock Mutual Life In-

surance Co., 200 Berkeley St.,

Boston, Mass.
Life Insurance Co. of Georgia, 573

West Peachtree St. NE., At-
lanta, Ga.

The Lincoln National Life In-

surance Co., 1301-27 South
Harrison St., Fort Wayne, Ind.

Lumbermen's Mutual Casualty
Co., 4750 Sheridan Rd., Chi-
cago, 111.

Metropolitan Life Insurance Co.,

1 Madison Ave., New York,
N.Y.

Monarch Life Insurance Co., 1250
State St., Springfield, Mass.

The Mutual Life Insurance Co.,

o iNew York, 1740 Broadway
at 55th St., New York, N.Y.

Nationwide Mutual Insurance
Co., 246 North High St., Colum-
bus, Ohio.

New York Life Insurance Co.,
51 Madison Ave., New York,
N.Y.

North American Life & Casualty
Co., 1750 Hennepin Ave.,
Minneapolis, Minn.

The Ohio State Life Insurance
Co., 366 East Broad St., Colum-
bus, Ohio.

Pacific Mutual Life Insurance
Co., 623 West 6th St., Los
Angeles, Calif.

The Prudential Insurance Co. of

America, Prudential Plaza,
Newark, N.J.

Reserve Life Insurance Co., 403
South Akard St., Dallas, Tex.

Medical surgical

State Mutual Life Assurance Co.,
of America, 440 Lincoln St.,

Worcester, Mass.
Teachers Protective Mutual Life
Insurance Co., 116-118 North
Prince St., Lancaster, Pa.

The Travelers Insurance Co., 700
Main St., Hartford, Conn.

Union Mutual Life Insurance Co.,
400 Congress St., Portland
Maine.

Washington National Insurance
Co., 1630 Chicago Ave., Evans-
ton, 111

Wisconsin National Life Insur-
ance Co., 220 Washington Ave.,
Oshkosh, Wis.

Woodmen Accident & Life Co.,
Woodmen Accident & Life
Bldg., 1526 K St., Lincoln,
Nebr.

World Insurance Co., 203 South
18th St., Omaha, Nebr.

Daily room and
board

$5 to $20-

$10 to $15.

$8 to $25-

|$10-

{$15.
($20.

$6 to $15.

$5 to $15.

$8 to $15.

$6 to $10.

$5 to $20.
$25 «

$8 to $10.-.

$7.50 to $20.

$5 to $30....

$8 to $15—

$10 _

$5-to $15....

To $20--*--

$5 to $20.

$10 to $20

$8 to $16

$8,« $10,« $12 «...

Duration
of stay
(days)

120

100

31

5 50

40

60

50

31

120

60

42

180

45

30

60

40

120

45

36

' 180

Miscellaneous extras

$100 to $200. Optional $60 to $100 de-
ductible.

$30 to $100

$250 2

$100 _

$150
$200
Mandatory $50 deductible.

$100. Optional benefit: Accidental
death and dismemberment.

$100 to $300 - _

$64 to $120. Mandatory $25 deduct-
ible.

1st day, $30 to $50; 5 days plus, $60 to

$100. Optional $15 deductible.

$60 to $240
$626,« $1,250 <-..-

$80 to $100. Mandatory $25 deductible

$60 to $160..

$100 to $750. Optional $25-$50 deduct-
ible. Optional benefit: Supple-
mentary accident.

$80 to $150. Optional $25-$50 dc-

deductible.

100 percent of 1st $100; 80 percent of

next $250.

$50 to $150. Mandatory $25 deducti-
ble.

To $200. Optional benefits: Supple-
mentary accident; death and dis-

memberment; in-office-home-hospi-
tal medical.

$50 to $200
$125 » to $500 4 i -

Optional benefits: In-hospital medi-
cal; accident expense treatment.

$100 to $200. Optional $30-$40-$50
deductible.

$60 to $120. Optional $50 deductible..

Customary charges for operating
room; dressings, splints, casts;

respiratory equipment plus addi-
tional allowances for other specified

services. Optional benefit: $5,000
specified disease supplement.

$200 surgical; yearly aggregate $300 medical in hospital, home, office with additional
allowances for treatments; nurse benefit; accident.

Maximum
surgical
schedule

$200 to $300.

$300...

$360 to $420.

$150.
$225.
$300.

$200 to $400....

$200 to $400....

$250

$150 to $250...

$200 to $400...

$200 or $300...:

$250 to $500-..

$300 to $600....

$250

$200

$250

$250..

$200 to $300..

$300 to $500.

$250.

$300.

$5 to $20.

$5 to $20.

$5 to $15.

....do...

$6 to $25.

$8 to $12..

$10 to $25.

$5 to $25..

$5 to $20.

(HI

120
120

36

100

$50 to $200. Optional $50 deductible.

$100 to $250
$100 to $250. Optional $25-$50-$100

deductions.
3 days, $25 to $75; 8 days plus, $50 to

$150.

$26 to $125 or $50 to $250. Optional
$50 deductible. Optional benefit:

In-hospital medical; diagnostic ex-

pense.
$80 to $120. Optional $25-$50-$100

deductible.

1st day; $45 to $112.50, plus $10 each
day thereafter for remainder of

benefit period; 7 days plus $140 to
$350.

$100 to $200. Optional $25-$50-$100
deductible. Optional benefit: In-
hospital medical.

$50 to $200

$200 to $400...

$100 to $400...
$100 to $200....

$200 to $300....

$200, $300,
and $400.

$200 to $300....

$400 s to $500 K

$160 to $450....

$150 to $300....

Entrance
age up
to—

76

80

80

60+

74

80+

75

80

71+

75

80

61+

Ml

65+

75

70

75

80

76

75+

76+

85

69
85

76+

70

61+

76

70+

Extra benefits

(1) In-hospltal medical.

(1) Ambulance service, (2) emergency
accident, (3) nursing eipense up to
10 days.

<1) Guaranteed lifetime premium

(1) In-hospital medical.

(1) Poliomyelitis.

(1) Emergency accident.

(1) Emergency hospital accident.

(1) Poliomyelitis.

(1) Poliomyelitis.

(1) In-hospltal medical, (2) home
nursing, (3) out-patient expense, (4)

nursing home.
(1) Additional hospital allowance fo

major surgery, (2) poliomyelitis.

(1) Poliomyelitis.

(1) In-hospital private duty nurse for

accident, (2) first-aid treatment.

(1) In-hospital medical, (2) emergency
accident.

(1) Outpatient hospital, (2) private
nurse in home.

(l) Emergency accident.

Do.

(1) Ambulance, (2) outpatient acci-

dent.

1 With $.50 deductible, $125 to $500; with $100 deductible, $250 to $1,000.
2 Mandatory $25 deductible.
3 In 12 consecutive months.
< With optional $50-$100 deductible.
' With optional $50 deductible.

• Other plans available—$6 daily room and board, 180 days, $250 surgical; $4 dally
room and board, 60 days, $200 surgical.

1 30 additional days each year policy in force to maximum 365 days.
! Surgical schedule determined by dally room and board.
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m. Weekly ob Daily Benefit Senior Citizen
Hospital Expense Plans—Group Ap-
proach and Guaranteed Renewable fob
Life

Selected yearly premium range: $54 to

$168.50, male 65.

These policies pay a stated dollar allow-

ance, ranging from $25 to $210, for a maxi-
mum number of weeks while the insured per-

son is under hospital care. Benefits pro-

vided are designed to meet the added expenses

of the policyholder's hospitalization.

Under a group approach plan, persons 65

and over can make application for this pro-

tection during specified enrollment periods.

The plan is- issued regardless of the appli-

cant's present health condition and without

medical examination.

Premiums can he modified only for the

entire State group and protection cannot be

terminated for an individual policyholder

—

only for the group as a whole. This particu-

lar group-type plan is issued as a supple-

ment to a basic "Senior Security" health in-
surance plan. (See section I.)

Under guaranteed renewable policies which
provide benefits for lifetime, the insured
person has the sole right of policy termina-
tion. The insurance company can adjust
premiums only on a policyholder class basis.

The selected yearly premium range noted
above for the plans listed was calculated for

a man 65 years of age at maximum weekly
plan benefits.

Table III.

—

Weekly or daily benefit, senior citizen hospital expense plans—Group approach and guaranteed renewable for life

Company

American Casualty Co. of Reading, 412 Washington St., Head-
ing, Pa.

Girardian Insurance Co., 100 Exchange Park North, Dallas, Tex.:

Under 60 — - -

Over 60 ----

Insurance Co. of North America, 1600 Arch St., Philadelphia, Pa.

Mutual of Omaha, 33d and Famam Sts., Omaha, Nebr.:

Over 65 -

Under 65.

Mutual of Omaha, 33d and Famam Sts., Omaha, Nebr.: Group
approach, issued in conjunction with senior security plan (see

sec. 1) regardless of medical history and without medical ex-

amination to all persons 65 and over.
Provident Life & Accident Insurance Co., Fountain Sq., Chatta-

nooga, Tenn.: Over 65.

World Insurance Co., 203 South 18th St., Omaha, Nebr

Maximum benefit

$25 to $175.

$50 to $150 —
$50 to $100
$70, $105, $125, $140, $210, with $300 surgical.

$25 or $50 a week to $150 a week_

$25 or $50 a week

$50 a week

$5 a day, $7 a day, $10 a day, with optional $200
surgical.

$100 a month * to $400 a month

Duration

26 weeks hospitalization each accident or Ill-

ness; duration of stay after 65, 13 weeks hos-
pitalization each accident or illness.

Up to 50 weeks 1

do.
8 weeks' hospitalization each accident or ill-

ness; same plan for under 65.

Up to 13 weeks' hospitalization each accident
or illness.

Up to 50 weeks' hospitalization each accident
or illness; 4 weeks after 65.

Up to 50 weeks' hospitalization

365 days' hospitalization each accident or ill-

ness; same plan for under 65.

12 months; same plan for under 65

Entrance
age up to

—

GO
75
75

74

59

65+

1 After policy is In force for 1 year, 10 additional weeks will be added for each of the next 5 years making a total of 50 additional weeks.
2 This plan pays monthly benefit.

IV, Senior Citizen Catastrophic Expense
Plans

Selected yearly premium range: $55 to

$211.75, male 65.

Under these policies, persons. 65 and "over

can choose benefits toward the expenses of

prolonged hospital and/or medical care.

Each of these plans has a deductible feature

which the. insured person must satisfy be-
fore policy benefits commence. Some have

a sharing of expenses (coinsurance) by the

policyholder above the specified deductible.

All the plans listed have a" lifetime guar-

antee. Requirements for enrollment vary

according to whether a group or individual

insurance technique is used. Dependent
upon the particular plan, there may or may
not be a health requirement for applica-

tion.

Benefits under these plans for hospital

and /or medical catastrophic expenses can
reach a maximum of $7,500 to $10,000.

A recent innovation In Connecticut by in-
surance companies has made available to
all residents 65 and over a statewide plan
offering protection against catastrophic
medical expenses and basic hospital charges.

The selected yearly premium range noted
above for the plans listed was calculated for
a man 65 years of age with full plan bene-
fits.

Table IV.

—

Senior citizen catastrophic expense plans

Name of plan Maximum benefit Deductible Coinsurance
Entrance
age up
to—

Renewability Remarks

Senior citizen major hospital
plans: Continental Casualty
Co., 310 South Michigan Ave.,
Chicago, m.

Fireman's Fund Insurance
Group, 3333 California St.,

San Francisco, Calif.

Metropolitan Life Insurance
Co., 1 Madison Ave., New
York, N.Y.

Mutual of Omaha, 33d and Far-
nam Sts., Omaha, Nebr.

Senior citizen major medical ex-
pense plans: American Asso-
ciation of Retired Persons, 711
14th St. NW., Washington,
D.C.

$5,000.

$10,000.

$5,000, with $15 a day hospi-
tal room for 180 days with
$250 surgical schedule.

$10,000, with $25 a day hospi-
tal room for 240 days with
$500 surgical schedule.

$5,000 with $25 a day hospi-
tal room.

$10,000 « (lifetime); $2,500 <

(yearly).

Connecticut State plan: Associ-
ated Connecticut Health In-
surance Companies.

Mutual of Omaha, 33d and
Farnum Sts., Omaha, Nebr.

Footnotes at end of table.

$10,000 « (lifetime); $5,000'
(yearly).

$5,000, $7,600, $10,000

$500. No coinsurance.

$200. 20 percent.

165+

>65+

$50 ?

$50 s

$250, $500.,

20 percent s.

do.»

$100 In calendar year
for out-of-hospital
expenses.

$100 in calendar year
with basic hospital
plan.

$500," $750,» $1,000

20 percent...

20 percent 4 -

20 percent *.,

26 percent

65+

65+

66+

65+

'65+

75+

Group approach
(see sec. I).

.do.

Guaranteed re-

newable for life.

.do.

.do.

Group contract non-
cancellable for in-

dividual.

Lifetime unless
terminated for all

residents of State.
Lifetime guarantee
regardless of
change In health.

Plan covers hospital
charges for room
and board to limit
of $25 a day to-

gether with hos-
pital miscellaneous
services.

6 month's waiting
period only on
conditions with
medical history—'
Plan covers hos-
pital charges for

room and board
together with hos-
pital miscellaneous
services.

Extra benefits

—

medical and pri-

vate nurse in

hospital; nursing
home.

Extra benefit—In
hospital private
duty nursing.

6 months' waiting
period only on con-
ditions with medi-
cal history within 6
months prior to
effective date of
contract.

Basic hospital plan
available if de-
sired.
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Table IV.

—

Senior citizen catastrophic expense plans—Continued

July 13

Name of plan Maximum benefit Deductible Coinsurance
Entrance
age up
to—

Renewability Remarks

National Retired Teachers As-
sociation, 711 14th St. NW.,
Washington, D.C.

Washington National Insurance
Co., 1630 Chicago Ave., Evans-
ton, 111.:

Plan A

$10,000 • (lifetime); $2,600 '

(yearly).
$100 In calendar year

for out-of-hospital
expenses.

$1,000 " to $6,000 n. $50, $100, $250," $500,m

$750.12

Plan B. $1,000 ii to $2,500 ii. $100, $250,12 $500,u
$750.n

20 percent'.

Internal limits on hospital
room and board ; convales-
cent home; surgery; physi-
cian and private nursing
services: 20 percent coin-
surance on miscellaneous
hospital services; ambu-
lance; X-rays; laboratory
tests; drugs; medical sup-
plies and rental of medical
equipment; physician and
private nursing services.

do

(10) Group contract non-
cancellable for in-

dividual.

Guaranteed renew-
able for life.

70 .do.

i months' waiting
period only on con-
ditions with medi-
cal history within 6
months prior to

effective date of
contract—Open on
enrollment only to
retired teachers.

Optional benefit:
Guarantee right
to increase cover-
age in future with-
out evidence of
insurability.

1 Plan available only to people 65 and over regardless of medical history and without
medical examination during enrollment periods.

> Available only to members of the fund/65 plan. '

> Deductible and coinsurance apply to charges for miscellaneous hospital services,

medical and private duty nursing; plan pays 80 percent of such charges and 100 percent
of other services up to the aggregate maximum benefit each accident or illness.

* With internal limits, plan pays 80 percent of specified medical expenses in hospital,

home, or nursing home to annual maximum on out-of-hospital expenses.
5 $5,000 lifetime plan also available.
o Plan pays 100 percent of the first $250 for hospital charges including miscellaneous

services and room and board to $18 a day and 80 percent thereafter; 80 percent ofsurgical

fees according to $600 schedule; 80 percent of physicians' fees up to $6 a day; 80 percent

of private nurse up to $18 a day—all expenses not to exceed the $5,000 yearly maximum

.

' Open only to residents of the State of Connecticut 65 years of age or older, Sept. 1,

1961.
8 Choice of deductibles available with all maximum benefits.
• With internal limits, plan pays 80 percent of specified medical expenses out of

hospital or in nursing home up to annual maximum.
i° No age limit.
" These plans are designed on a unit value schedule with units ranging from $2 to $6

(plan A) ; $2 to $5 (plan B)—Maximum benefits listed are in dollar amounts of the min-
imum and maximum number of unit values available under the plans.

12 Mandatory deductibles for family income over $30,000; with other hospital-surgical
coverage—$500 and $750 deductible.

ANSWERS TO OBJECTIONS RAISED BY THE SENATOR
FROM OREGON [MR. MORSE] TO THE BUSH
AMENDMENTS

Mr. BUSH. Mr. President, a few days
ago my distinguished friend the senior^

Senator from Oregon raised some objec-*

tions to my plan, and made a speech on
the floor, which I read in the Record.
I wish now to deal with the criticisms

the Senator made of my amendments.
The first objection the Senator had was:
Any program that offers a fixed cash. * *

indemnity rather than specified medical
services cannot meet the special problem of

the aged.

My reply is that this is an indictment
of the existing social security system,
which provides benefits in cash only,

leaving complete freedom to the individ-

ual to spend the money he receives for

food, shelter, clothing, and so forth. If

this objection is valid, then the existing

system should be changed so that the
Federal Government would provide all

the necessities of life—house the indi-

vidual in a Federal dormitory, feed him
in a communal dining room, buy his

clothing, and so forth—instead of giving

him cash to spend as he chooses.
The second objection raised by the

Senator from Oregon was, referring to

my amendments:
Its sole guarantee of benefits is to the

highly profitable and loosely regulated in-

surance industry • * » the total annual
cost would be some $1,300 million. During
1960, commercial insurance companies re-

turned only 53 cents in benefits for every
dollay they collected for individual health
policies. On this basis, assuming that all

the beneficiaries elected commercial policies,

only $689 million of the $1,300 million would

be spent on health services. The other $600
million would go for insurance company
profits and overhead.

My reply is that these objections are
invalid for two reasons: First, they are
based on the erroneous assumption that
the amendments would provide reim-
bursement only for individual health
policies issued by commercial insurance
companies. The amendments, in fact,

would provide reimbursement for health
protection provided by Blue Cross, Blue
Shield, mutual insurance companies,
employee organizations as well as com-
mercial companies. Second, the alle-

gation that commercial companies "re-

turned only 53 cents in benefits for

every dollar collected" has no applica-
tion to Blue Cross, which, incidentally,

has 55 million health insurance con-
tracts outstanding. It has no applica-
tion to Blue Cross, Blue Shield, and
similar nonprofit organizations, nor to

mutuals nor to employee organizations.
So far as commercial companies are con-
cerned, the record shows 90 percent paid
out in benefits on group policies. It is

anticipated most elderly persons would
select group protection plans.

I fear, Mr. President, that the Senator
from Oregon has been attacking the in-

surance industry rather than my plan,

because every single one of his criticisms

I think has a valid and logical answer.

The third objection the Senator made
was this:

There is no stipulation that the insurance

companies must offer plans at group rates.

In fact, the bill seems to be predicated on
the purchase of individual policies.

My answer is that this objection is

based upon a misunderstanding of the
intent of the amendments. The amend-
ments define a "carrier" as a "voluntary
association, corporation, partnership or
other nongovernmental organization
which is lawfully engaged in providing,
paying for, or reimbursing the cost of,

health care services under individual or
group insurance policies or contracts,
medical or hospital service agreements,
membership or subscription contracts, or
similar group arrangements, in consid-
eration of premiums or other periodic
charges payable to the carrier, including
a health benefits plan duly sponsored or
underwritten by an employee organiza-
tion"—page 5, line 18, through line 3 on
page 6.

A policy to be eligible for reimburse-
ment payment must be issued by a
"carrier which has obligated itself to
provide health insurance protection—to
an individual beneficiary—which is guar-
anteed renewable or noncancelable and
under the terms of which the premium
rates cannot be changed with respect to

any individual unless such rates are uni-
formly changed with respect to all other
individuals in the same class or category
as such individual." This obviously
clearly contemplates group policies.

The fourth objection by the Senator
from Oregon is as follows:

Many of these people when they reach
65 will be so ill or such obviously poor risks

that no insurance man in his right mind
would sell them a policy. The Senator from
Connecticut does not even offer to refund
the money that such older people—unable
to get coverage because they are ill or other-
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wise poor commercial risks—will have con-
tributed over the years.

To that I reply as follows:

There are now an increasing number
of health protection plans available to
elderly people without physical exam-
ination or limitations because of previ-

ous health history. I refer Senators to

"Connecticut 65" and other plans put in

Record. I have previously mentioned
them. So far as people now 65 or near-
ing 65 are concerned, they will have
contributed nothing to the financing in

any event, so the discussion of refunds
is meaningless. So far as younger peo-
ple are concerned, an increasing number
of health protection plans provide for

continued coverage after 65; addi-
tionally, it is reasonable to assume the
number of plans offered to 65 and over
without examination will continue to

increase.
The Senator from Oregon [Mr. Morse]

listed a total of eight "specific" objec-
tions to the Bush amendments, many of

them repetitious of points already dis-

cussed. I will review them in the order
in which he listed them

:

First objection:

The payment for the Insurance company

—

$9 monthly—Is unrealistic in relation to the
costs of health insurance today. It is in-

flationary in that it would inflate the going
rate for health insurance today. It offers

no protection to the beneficiary against in-

flation; the $9 payment of today may be
virtually worthless 10 or 20 years from now.

Answer: This objection is really in

two parts. The allegation that the $9
monthly payments are "unrealistic" is

without merit. Much health care pro-
tection can be obtained within the lim-

its of $9 monthly, or $108 per annum.
The Connecticut 65 plan offers four op-
tions, at least one of which is well within
the $9 limit. It is true that the maxi-
mum protection under Connecticut 65

costs $17 per month, but it is also true
that this plan offers a wide variety of

protection, including payment of sur-

geons' fees, doctors' bills, drugs, and so
forth, which are not available under the
Anderson-Javits proposal.

It must be emphasized again that
Anderson-Javits is limited primarily to

hospital-nursing home care. If other
benefits were to be provided, such as pay-
ment of doctors' bills, the cost of drugs,
and so forth, the payments in taxes un-
der this proposal would also be "unreal,-

istic," and would have to be increased.
As to the argument that the Bush

amendments are "inflationary" this

overlooks the intense competition which
exists in the health insurance field

among nonprofit organizations such as
Blue Cross-Blue Shield, mutual insur-
ance companies, commercial companies,
and plans offered by employee organiza-:
tions. With the broader market which
would exist if the Bush amendments
were adopted, it can safely be assumed
that this competition would be intensi-
fied rather than diminished, and would
drive rates down rather than up.

Additionally, the allegation that a $9
payment may be "worthless" 10 or 20
years from now is specious. It applies
equally to the existing social security
system. If living costs rise, it may be

assumed that existing social security
benefits will be periodically adjusted by
the Congress. If health care costs rise,

payments under the Bush amendments
would also be periodically adjusted. This
would require increases in the social

security taxes, but this result would also

follow if the Anderson-Javits approach
were to be adopted.
The "inflation" argument assumes that

continued inflation is inevitable. This
would be true only if inflationary

policies are condoned by the Congress.
Second objection:
Providing a dollar subsidy, instead of medi-

cal services, has two serious faults: It Is

inequitable In any national program:
(a) Nine dollars would purchase a policy

providing a greater amount of care in one
section of the country than it would in
another.

(b) All aged persons eligible for the sub-
sidy * * • would not have available to them
the same policies with the same benefits
offered by the same companies.

Answer: As to (a), this criticism ap-
plies equally to existing social security
benefits. Living costs vary widely in dif-

ferent sections of the country, generally
speaking being higher in the North than
in the South.
As to (b), many companies are

licensed to issue insurance in all the
States and the District of Columbia.
Additionally, one of the virtues of the
Bush proposal is that it permits an in-
dividual to make a selection among a
wide variety of health care plans and
choose the one best suited to his needs.
Third objection:

Absolutely no control is offered by the
Bush bill over policy provisions excluding or
restricting coverage for specified medical con-
ditions or illnesses.

Answer : As previously noted, there are
an increasing number of plans available
to the elderly without physical examina-
tion or limitation because of previous
health history.

Fourth objection:

In the bill, there is absolutely no guaran-
tee that a beneficiary of a trust fund estab-
lished for his benefit by the U.S. Govern-
ment will receive fair value in return for
the dollars paid for Insurance.

Answer: Intense competition among
providers of health insurance is the best
assurance that value will be received for
an individual's premium dollars. To be
eligible to participate, a carrier must be
under State supervision which should be
adequate to prevent the issuance of
fraudulent policies. Additionally, it may
be assumed that HEW, although without
regulatory powers under the terms of the
amendments, would offer guidance to and
information to elderly persons concern-
ing the type of policies available.

Fifth objection:

It is said by Senator Bush that the Fed-
eral Government will receive back, in the
form of taxes, part of the subsidies paid. It
is not a proper function of the Federal taxing
power to expend large amounts of tax money,
in order to receive a small amount In return.
The amount of profits retained by Insurance
companies would undoubtedly exceed any
taxes paid to the Federal Government.

Answer: This was a minor argument
in support of the amendments. It has

no application to the large amounts of
health insurance issued by nonprofit or-
ganizations such as Blue Cross-Blue
Shield, mutual companies, and employee
organizations. Insofar as commercial
companies are concerned, the Federal
Government would receive in revenues a
substantial percentage of any profits

earned.
Sixth objection:

The social security beneficiary who is able
to get a policy will have his money admin-
istered, divided up, and parceled out by a
company which does not represent him at
all, or only does so nominally, and whose
principal obligation is to its stockholders.

Answer: This objection again is based
upon the misconception that the amend-
ments relate only to health insurance
provided by commercial companies. It

has no application to the nonprofit mu-
tual organizations which loom so large
in this field. Both the nonprofit or-
ganizations and the commercial com-
panies have a good record in looking
after the interests of their policyholders.

Seventh objection:

Section 1601(a) of the bill refers to "re-
newable or noncancellable" policies as the
only type acceptable for subsidy. On the
other hand, section 1602 says that an other-
wise eligible beneficiary is entitled to sub-
sidy if he gets a policy which obligates the
insurance company to provide protection
"for a period not less than 12 months in
duration." These two provisions appear
quite contrary.

Answer: This objection is the only one
which has real validity. The inclusion
of the language referring to a policy of
not less than 12 months' duration was
a drafting error, in the bill, and has been
corrected in the modified amendments
in the nature of a substitute which are
now before the Senate.

I thank the Senator for bringing this
defect in the bill to my attention, but
the incident illustrates the dangerous
pitfalls in attempting to write such tech-
nical legislation on the floor of the Sen-
ate. It reinforces the argument that all

amendments dealing with financing
health care for the aged should be re-
ferred to the Finance Committee for
careful study and correction of such
technical defects as may exist before
floor action.

Eighth objection:

Almost every commercial hospital and sur-
gical-medical contract excludes coverage for
care provided in State and local facilities.

Answer: This objection applies equally
to the Anderson-Javits proposal which
excludes coverage for care provided in
mental institutions, tuberculosis sani-
tariums, and so forth.

If a person is already being cared for

in State or local hospital facilities, he
is not in need of duplicating protection.

The voluntary health insurance and
prepayment plans are truly dynamic in

character. Nowhere is their ability to

adapt to changing circumstances and
needs of society made more clear than
in coverage for older people.

Predictions have been made that as
many as 75 percent of the people over
65 may be covered by voluntary plans
by 1969.
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Such predictions are based on the as-
sumption that there will be no more
legislation in this field. With adoption
of my proposal, it is logical that the cur-
rent rapid progress would be accentuated
further. Virtually all who want and
need coverage would have it almost im-
mediately.

It is valid to assume that its adoption
would expand the benefits of health care
for older people more rapidly than could
possibly be done by any plan requiring
creation of new and cumbersome ma-
chinery for direct Federal administra-
tion of a medical care program.
As I have said, one of the features of

the King-Anderson proposal and its suc-
cessor that disturbs me is that it would
result in the creation of a giant, groping,
new bureaucracy to distribute health
care, not in money, but in kind. It

would be designed so that the Federal
Government representatives would be di-

recting people to do this or that. They
would have no freedom of choice, no
freedom of selection. I very much fear
that the administrative costs of setting
up the proposed great and unnecessary
bureaucracy would become a very heavy
burden to the social security system.
That is one of the very grave objec-

tions to the King-Anderson approach.
Certainly it is one of the reasons why
my enthusiasm for it is under very great
control.

Not all older people have the same
needs. Nor are services available in the
same way or extent to all people. Pat-
terns of care vary from community to
community and from State to State.
With a voluntary system, the indi-

vidual may choose from a wide variety
of plans. He may elect to exclude certain
types of services and to include others.
These elections, freely arrived at on an
individual basis, are possible now. They
would be strengthened and enhanced
through my amendments. Such elec-
tions would not be possible under any
federally operated service plan.

After all, older people do not need to
have some one in Washington decide
what kind of protection they should
have. This they can do themselves.
This, I believe, is what they want to do.
The problem which confronts many

of them is financial.

I have been a member of the Senate
Committee on Needs for Aged People.
I have attended hearings. The point
that stands out in the hearings is the
fact that some aged people are short of
cash. It is money that they need. It is

that essential need with which my pro-
posal is concerned. My plan would pro-
vide money without destroying the free-
dom of the people to exercise their right
of election.

As I have already noted, Mr. Presi-
dent, the cost of the amendments to
H.R. 10606 proposed by the Senator
from New Mexico [Mr. Anderson] and
the Senator from New York [Mr. Javits]
cannot be accurately calculated.

Estimates of the early year costs for
the King-Anderson bill, as I said earlier,
have run as high as $4 billion. The
Anderson-Javits amendments would ob-
viously cost even more. The truth is,

costs cannot be calculated for a service-
type program.

Adoption of these proposals would in-
volve a commitment of taxes in an
amount which neither Congress nor the
public can calculate. My proposal, In
contrast, is capable of maximum cost
estimates which will permit exact ap-
praisal of the burden which the individ-
ual must bear.
Through cash benefits, as in my pro-

posal, the taxes can be accurately es-
timated. The program thus created
would be responsive to continuing exer-
cise of fiscal responsibility by the
Congress.
Should it seem prudent, at some later

date because of changed circumstances,
to alter the health insurance benefits
payments under my proposal, such
changes could be made by Congress just
as benefit payments under the existing
social security system have been made.
They would always be made, however,

with the taxpayer—both young and
old—in mind.
Older people do not want to be made

wards of the state, for medical care or
for anything else.

They do want equitable treatment.
They want recognition that they are

the first and most serious victims of in-
flation. In health insurance, as in other
matters, they feel they are entitled to
some action by their Government which
will help them to meet the rising costs
with which they are confronted.
This is what my proposal would pro-

vide.

It does not claim to pay for all of the
costs of medical care or for all of the
costs of any health insurance plan an
individual might choose. It does provide
a payment which will give the older per-
son a chance for health insurance com-
parable to that of other citizens.

It provides a cash payment which will

meet the cost of basic services. It puts
the older person on a footing in buying
health insurance comparable to what he
would have while working.. This is what
the older person wants—an equitable
chance to stand on his own two- feet.

This my amendment would do without
jeopardizing the whole social security
system, without disregard of fiscal re-
sponsibility, without interfering with the
American system of medical care, and
without destroying any part of the indi-
vidual's freedom to evaluate his own
needs and elect his own method of pro-
viding for them.
Mr. President, in conclusion, I might

say that the big question now is wheth-
er we will attempt a new adventure, of
distributing health care in kind at the
Federal Government level, or whether
we will stick to the original purposes
of the social security system, which was
to raise cash through a special social se-
curity tax and to distribute the cash in
accordance with the payments made by
the members of the system.
My plan is in concert and in tune

with the social security system. It is

a fiscally sound plan. My plan is a non-
inflationary plan, and a plan which will
not materially, if at all, increase the
size of the Federal bureaucracy, which
would certainly be vastly increased by
the adoption of the King-Anderson plan
or even by the modification of it which
is before the Senate at the present time.

That concludes my remarks. I will
reserve the balance of my time.
Mr. CHURCH. Mr. President, I sug-

gest the absence of a quorum. I ask
that the time be equally divided.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
The clerk will call the roll.

The legislative clerk proceeded to call
the roll.

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
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PUBLIC WELFARE AMENDMENTS OF
1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.

Mr. MANSFIELD. Mr. President, I

suggest the absence of a quorum, and I

ask unanimous consent that the time
for the quorum be charged to the opposi-
tion to the Bush amendment.
The PRESIDING OFFICER. With-

out objection, it is so ordered. The
clerk will call the roll.

The legislative clerk proceeded to call

the roll.

Mr. MANSFIELD. Mr. President, I

ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.
Mr. MANSFIELD. Mr. President, on

the pending question, I ask for the yeas
and nays.
The yeas and nays were ordered.
The PRESIDING OFFICER. Is all

time yielded back?
Mr. BUSH. Mr. President, I yield back

the remainder of my time.
Mr. MANSFIELD. I yield back the

remainder of my time
The PRESIDING OFFICER. All time

has been yielded back. The question is

on agreeing to the amendments in the
nature of a substitute offered by the Sen-
ator from Connecticut. The yeas and
nays have been ordered, and the clerk
will call the roll.

The Chief Clerk called the roll.

Mr. HUMPHREY. I announce that
the Senator from Connecticut [Mr.
DoddI , the Senator from Mississippi [Mr.
Eastland], the Senator from Louisiana
[Mr. Ellender], the Senator from Cali-
fornia [Mr. Engle], the Senator from
Michigan [Mr. Hart], the Senator from
South Carolina [Mr. Johnston], the

Senator from Oklahoma [Mr. Kerr],
the Senator from Washington [Mr.
Magnuson], the Senator from Maine
[Mr. Muskie], and the Senator from
Massachusetts [Mr. Smith] are absent
on official business.

I further announce that the Senator
from Arkansas [Mr. Fulbright] , and the
Senator from Missouri [Mr. Long] are
necessarily absent.

I further announce that, if present
and voting, the Senator from Connecti-
cut [Mr. Dodd], the Senator from Louisi-
ana [Mr. Ellender], the Senator from
Mississippi [Mr. Eastland], the Senator
from California [Mr. Engle], the Sen-
ator from Michigan [Mr. Hart], the
Senator from South Carolina [Mr. John-
ston], the Senator from Oklahoma [Mr.
Kerr], the Senator from Washington
[Mr. Magnuson], the Senator from
Maine [Mr. Muskie], the Senator from
Massachusetts [Mr. Smith], and the
Senator from Missouri [Mr. Long]
would each vote "nay."
Mr. KUCHEL. I announce that the

Senator from Vermont [Mr. Aiken], the
Senators from Maryland [Mr. Butler
and Mr. Beall], the Senator from Utah
[Mr. Bennett], the Senator from Ken-
tucky [Mr. Cooper], the Senator from
New York [Mr. Javits], and the Senator
from Kansas [Mr. Pearson] are neces-
sarily absent.
The Senator from Nebraska [Mr.

Hruska] is absent on official business.
If present and voting, the Senator

from Maryland [Mr. Beall], the Senator
from Utah [Mr. Bennett], the Senator
from Kentucky [Mr. Cooper], the Sena-
tor from Nebraska [Mr. HruskaI, the
Senator from New York [Mr. Javits],
and the Senator from Kansas [Mr.
Pearson] would each vote "nay."

The result was announced—yeas 5,

nays 75, as follows:

[No. 119 Leg.]

YEAS—

5

Bush Lausche Saltonstall
Chavez Prouty

NAYS—75
Allott Gruenlng Moss
Anderson Hartke Mundt
Bartlett Hayden Murphy
Bible Hlckenlooper Neuberger
Boggs Hlckey Pastore
Bottum Hill Pell
Burdick Holland Proxmlre
Byrd, Va. Humphrey Randolph
Byrd, W. Va. Jackson Robertson
Cannon Jordan Russell
Capehart Keating Scott
Carlson Kefauver Smathers
Carroll Kuchel Smith, Maine
Case Long, Hawaii Sparkman
Church Long, La. Stennis
Clark Mansfield Symington
Cotton McCarthy Talmadge
Curtis McCleUan Thurmond
Dlrksen McGee Tower
Douglas McNamara Wiley
Dworshak Metcalf Wullams, N.J.
Ervln Miller Williams, Del.
Pong Monroney Yarborough
Goldwater Morse Young, N. Dak.
Gore Morton Young, Ohio

NOT VOTING—20

Aiken Ellender Kerr
Beall Engle Long, Mo.
Bennett Fulbright Magnuson
Butler Hart Muskie
Cooper Hruska Pearson
Dodd Javits Smith, Mass.
Eastland Johnston

So the amendments were rejected.

Mr. HUMPHREY. Mr. President, I

move to reconsider the vote by which
the amendment was rejected.
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Mr. ANDERSON. Mr. President, I

move to lay that motion on the table.

The PRESIDING OFFICER (Mr.

Metcalf in the chair) . The question is

on agreeing to the motion of the Senator
from New Mexico to lay on the table the

motion of the Senator from Minnesota.
The motion to lay on the table was

agreed to.
ORDER OF BUSINESS

Mr. DIRKSEN. Mr. President
The PRESIDING OFFICER. Does the

Senator yield himself time on the bill?

Mr. DIRKSEN. I yield myself 1 min-
ute.

I should like to inquire of the distin-

guished majority leader, and also the
distinguished acting majority leader,

with respect to what plans there are for

the remainder of the day. I understand
the distinguished Senator from Minne-
sota [Mr. McCarthy] has an amend-
ment, as does the distinguished Senator
from Colorado. I do not know whether
other Senators have amendments to

offer.

Mr. MORSE. Mr. President, I have a
very important one.
Mr. DIRKSEN. That is quite all right.

I was trying only to determine what the
work volume would be for the rest of the
day and whether there were likely to be
any yea-and-nay votes.

Mr. MORSE. I want a yea-and-nay
vote.

Mr. HUMPHREY. Mr. President, I

believe my colleague [Mr. McCarthy]
indicated he would be willing to have a
voice vote on his amendment.
Mr. MCCARTHY. I would like to have

the amendment adopted. I do not care
whether there is a rollcalL

Mr. KEATING. Mr. President, if the
Senator will yield, I am sure the Senator
from Minnesota will agree the amend-
ment is important.
Mr. HUMPHREY. I hope it will be

adopted ovemhelmingly.
Mr. MORSE. Mr. President, I would

like to have a yea-and-nay vote, because
I think my amendment has a better
chance to pass on a rollcall.

Mr. HUMPHREY. The Senator from
Oregon will, as always, be accom-
modated, either willingly or unwillingly,
and in this case willingly.

I believe the amendment of my col-
league from Minnesota will be voted on
by voice vote. In the meantime, I wish
to talk to the Senator from Oregon.
[Laughter.]

Mr. DIRKSEN. Mr. President, it

would appear that there might be.a yea-
and-nay vote this afternoon. I made
the inquiry in view of the fact that it

was agreed the Senate would not be In
session tomorrow, and certain Members
of the Senate want to catch planes and
trains.

Mr. MCCARTHY. I do not necessar-
ily ask for a yea-or-nay vote, but if

there should be a showdown, I would
want to be sure that a voice vote indi-
cated how Members of the Senate actu-
ally felt about the amendment.
Mr. President, on behalf of myself and

Senators Humphrey, Hart, Douglas,
Javits, Keating, and Scott, I call up
my amendments identified as 6-29-62

—

C, and ask for their immediate consid-
eration.
The PRESIDING OFFICER. The

amendments offered by the Senator from
Minnesota for himself and other Sen-
ators will be stated.
The Chtep Clerk. It is proposed on

page 72, between lines 14 and 15, insert

the following:
FEDERAL PAYMENTS FOR FOSTER CARE IN

CHILD-CARE INSTITUTIONS

Sec. 135. (a) Clause (3) of paragraph (a)

of section 408 of the Social Seourlty Act Is

amended by Inserting "or chlld-care Institu-
tion" after "foster family home".

(b) Paragraph (b) of such section is

amended by striking out "of this section In
the foster family home of any individual"
and inserting in lieu thereof the following:
"of this section

—

"(1) in the foster family home of any in-
dividual, whether the payment therefor is

made to such Individual or to a public or
nonprofit private child placement or chlld-
care agency, or

"(2) in a child-care institution, whether
the payment therefor is made to such insti-

tution or to a public or nonprofit private
child-placement or chlld-care agency, but
subject to limitations prescribed by the Sec-
retary with a view to including as "aid to
families with dependent children" in the
case of such foster care in such Institutions
only those items which are included' In such
term in the case of foster care in the foster
family home of an individual".

(c) Clauses (1) and (2) of paragraph (f)

of such section are each amended by Insert-
ing "or child-care Institution" after "foster
family home".

(d) The last sentence of such section Is

amended by inserting before the period at
the end thereof the following: "; and the
term 'child-care institution' means a non-
profit private chlld-care institution which
is licensed by the State In which it Is situ-
ated or has been approved, by the agency of
such State responsible for licensing or ap-
proval of institutions of this type, as meet-
ing the standards established for such li-

censing."

On page 72, line 17, strike out "135"
and insert in lieu thereof "136".

On page 101, line 5, strike out "and
152" and insert in lieu thereof "135, and
152".

Amend the table of contents of the
bill, in the part of such table which de-
scribes the contents of part C of title I
of the bill, by striking out "Sec. 135" and
inserting in lieu thereof "Sec. 136", and
by inserting after the matter describing
the contents of section 134 of the bill the
following:

"Sec. 135. Federal payments for foster care in
child-care institutions."

The PRESIDING OFFICER. How
much time does the Senator from Minne-
sota yield to himself?
Mr. MCCARTHY. I yield myself 5

minutes.
This amendment restores to the bill a

provision which was proposed by the ad-
ministration, accepted by the Ways and
Means Committee of the House, and ap-
proved by the House when it passed H.R.
10606.

A number of witnesses testified to this
provision before the Senate Committee
on Finance. Insofar as I can recall the
record, no witness opposed the inclusion
of this language in the bill, although the
provision was eliminated by the com-
mittee.

This provision relates to the contribu-
tion of the Federal Government for the
care of certain foster children, that is,

those who, under the direction of the
court, are taken from their own homes
and assigned either to foster family
homes or to private child-care institu-

tions. Under existing law, the Federal
Government contributes to the support
of children who are removed by court
order from unsuitable ADC homes and
are placed in foster family homes. It is

proposed this year that aid be extended
to these children even though they are
placed in foster institutional homes.

My amendment would simply concur
and support the action taken by the
House and recommended by the admin-
istration

In April only 1,226 children were being
assisted under the temporary program
relating to foster children. One of the
reasons for including child-care institu-

tions in the program is that it Is most
difficult for welfare agencies to find fos-

ter family homes for the children who.
have to be removed from their own fami-
lies because the home is unsuitable.
Oftentimes the children may suffer from
a psychological disturbance as a result of

the conditions which require their re-
moval from their own homes. Whatever
the reasons may be, it has been found
that it is difficult to find private foster

homes to which they can be assigned.

Oftentimes such children require spe-
cial psychiatric and special medical care.

These services are not available in the
private foster family homes whereas
child-care institutions are likely to have
the necessary experience and facilities.

For this reason, the administration
recommended that the provision be ex-
tended to cover placement of children
in private nonprofit child-care institu-
tions as well as in private foster' family
homes.

All such action must be taken under
the direction of a court. There is no
welfare agency decision, but instead a
decision supported and directed by a
court.

The Children's Bureau has estimated
that about 1 percent of the aid for de-
pendent children involves children who
are in unsuitable homes, so the esti-

mated number who might be added by
this amendment is an additional 30,000
children. The number should not be
that high, since, according to testimony
in the hearings, many children who
should be removed are being left in un-
suitable ADC homes because the States
and local communities cannot afford to
place them in child-care institutions and
thus lose the ADC payments. This in-
dicates that we are already appropriat-
ing funds for the care of the same chil-

dren, but that they are being cared for

under the most undesirable of condi-
tions.

It seems to me that the language rec-
ommended by the administration should
be restored. It was recommended by the
Ways and Means Committee and
adopted by the House of Representatives.
It should be restored by the Senate this

afternoon.
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I urge the Senate to agree to these
amendments, sponsored by my colleague

from Minnesota [Mr. Humphrey], the
Senator from Michigan [Mr. Hart] , the
Senator from Illinois [Mr. Douglas], the
Senators from New York [Mr. Javits and
Mr. Keating], and the Senator from
Pennsylvania [Mr. Scott]. A number
of other Senators have indicated their

support but did not add their names as

cosponsors within the time allotted un-
der the rule.

Mr. PASTORE. Mr. President, will

the Senator yield?
Mr. MCCARTHY. I yield to the Sen-

ator from Rhode Island.

Mr. PASTORE. I ask unanimous con-
sent that the name of the Senator from
Rhode Island may be added as a co-
sponsor to the amendment.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
Mr. MORSE. Mr. President, I won-

der if the Senator from Minnesota will

accept as a cosponsor the senior Senator
from Oregon.
Mr. MCCARTHY. I am glad to have

the Senator as a cosponsor.
Mr. YOUNG of Ohio. Mr. President,

will the Senator from Minnesota yield
to me?
Mr. MCCARTHY. I yield to the Sena-

tor from Ohio.
Mr. YOUNG of Ohio. Would the Sen-

ator be willing to permit the name of the
junior Senator from Ohio to appear as
a cosponsor?
Mr. MCCARTHY. I shall be more than

pleased to do so.

Mr. YOUNG of Ohio. I ask that that
be done.
The PRESIDING OFFICER. Without

objection, it is so ordered.
Mr. LONG of Louisiana. Mr. Presi-

dent, will the Senator permit me to join
as a cosponsor?
Mr. MCCARTHY. I am glad to do so.

Mr. LONG of Hawaii. Mr. President,
I ask the Senator to permit me also to
be a cosponsor of the amendment.
Mr. MCCARTHY. I am pleased to

have the Senator as a cosponsor.
Mr. KEATING. Mr. President, will

the Senator yield?
Mr. MCCARTHY. I yield to the Sena-

tor from New York.
Mr. KEATING. I compliment the

Senator for the leadership he has shown.
I am happy to be a cosponsor.

Mr. President, I fully believe the aid to
dependent children program should con-
tain the mechanism to provide for the
care of children who are removed by a
court order from unsuitable homes.
These unfortunate children, once re-
moved, must clearly be given aid and
attention so that they can eventually be
placed in a suitable home. Under the
original bill, specifically section 135, this
help could be offered in two alternate
ways, depending on both the needs of
the child and the circumstances. They
could either be sent directly to foster
homes, or, where this is not possible or
immediately desirable, to child-care in-
stitutions. Unfortunately, the provision
allowing for the placement in a child-
care institution was deleted from the
House-passed bill in committee. This
deletion forces the State welfare agen-

cies into the position of either finding a
foster home immediately, which is often
extremely difficult, or, in some serious
cases, leaving the child in an unsuitable
home.

Certainly, no one would want to hin-
der the improvement of this valuable
program by such an omission. We of-
fer the amendment to H.R. 10606 where-
by a State welfare agency would have
the option of sending these neglected
children to child-care institutions. This
amendment is crucial to the effective-
ness of this program of aid to depend-
ent children. It is in this spirit that we
have offered it.

The aid to dependent children pro-
gram and the so-called TADC program
are concerned with those children
who are in need or who are removed
from their homes because their homes
are deemed unsuitable. The term "un-
suitable" means a home' situation in
which the child is being abused, ne-
glected, exploited, or permitted to live in
demoralizing conditions by his parents
or guardians. Deciding that any home
is unsuitable is obviously a matter of
utmost importance to the child involved,
le presents a real problem for welfare
officials who must gather sufficient evi-
dence to take the issue to a court, and
who then must provide for this suddenly
helpless and totally dependent child.

Mr. KEATING. Mr. President, the
1933 figure above is interesting. It shows
that in that year voluntary agencies pro-
vided over half of all the foster care ad-
ministered. Now, public agencies pro-
vide almost four-fifths of all foster
family care. As far as children under
institutional care are concerned, how-
ever, the voluntary agencies have main-
tained a greater percentage than public
agencies for the last 20 years.

Another significant tabulation is the
total number of children provided with
welfare services. In 1961, while a total
of approximately 245,000 children were
aided, the breakdown was almost 50-50
in relation to public and voluntary
agencies. I fully believe that the tem-
porary child-welfare program for the
children of unemployed workers passed
last year would be incomplete if it did
not take both the public and private
sectors into consideration.

Private agencies, which provide an
equally important and valuable function
in the area of child welfare, should not

Naturally the desirable course of action
is to place the child in a foster home as
quickly as possible. Agencies which
provide for such placement services are
conducted under both public and volun-
tary auspices. Finding a foster home is

an extremely difficult and time-consum-
ing procedure, and there are many fac-
tors involved. There is often an inter-
mediate period of counseling, treatment,
or readjustment which is of great im-
portance to the child. The child often
needs a place to stay during an interim
period because finding a foster home is

often difficult.

Placement services are performed for
the child by both public and voluntary
agencies within the States. Often more
than one agency is serving the same
child at the same time in different ca-
pacities; or first one agency will con-
tribute to the care of a child and then
another. As can be seen from the table
below, while there are more children
served in foster family homes by public
agencies, there are more served in child-
care institutions through voluntary
agencies.
Mr. President, I ask unanimous con-

sent to include a table on this subject at
this point in the Record.
There being no objection, the table was

ordered to be printed in the Record, as
follows

:

be denied financial assistance merely be-
cause they are private. Such discrimi-
nation does not make sense, especially

where the interested parties are home-
less children.

Public institutions alone cannot
handle this program adequately. Each
child has different problems which must
be coped with. It does not matter to
the child what type of agency is helping
him. R should not matter to us. I do
not by any means object to exercising
care in the administration of these Fed-
eral funds, but there is something out of
balance when the sheer fastidiousness
of administration thwarts the effective-

ness of a program.
This amendment represents simple

fairness and will greatly improve this

bill. It deserves our full support.
Mr. MCCARTHY. Mr. President, I

yield back the remainder of my time.
Mr. HUMPHREY. Mr. President, I

yield back my remaining time.

The PRESIDING OFFICER. All time
has been yielded back.

Children in foster family care and in institutions for dependent and neglected children, by
auspices of agency, United Slates, selected years 1933-61 1

Year
Total Children in foster family care Children in institutions

Total Public Voluntary Total Public Voluntary Total Public Voluntary

1933.
1950
1962
1968
1960
1961

•249,000

8
229,600

'240,000
' 244, 600

•72,000

P)
<«)

117, 300
• 129, 000
'133,300

» 177,000

(
a
)

(')

112,200
' 111,000
' 111,200

' 105,000

«
127,900
143,600
185,900
164,200

• 49,000
(•)

91,800
106,400
117,800
122,300

..•56,000

(
3
)

36,100
37,100
41,100
41,900

144,000
96,000

C)
86,000

' 81, 100
'80,300

23,000
18,000

(
s
)

10,900
' 11,200
' 11,000

121,000
77,000
(
3
)

75, 100
' 69,900
'69,300

1 National estimates prepared by the Children's Bureau. Excludes children in maternity homes for unmarried
mothers, residential treatment centers for emotionally disturbed children, training schools for delinquent children,
institutions for mentally or physically handicapped children and other institutions.

1 Includes children in adoptive homes.
3 Not available.
' Excludes temporary shelters.
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The question is on agreeing to the
amendments offered by the Senator from
Minnesota [Mr. McCarthy], for himself
and other Senators.
The amendments were agreed to.

Mr. MCCARTHY. Mr. President, I

move to reconsider the vote by which the
amendments were agreed to.

Mr. HUMPHREY. Mr. President, I

move to lay that motion on the table.

The PRESIDING OFFICER. The
question is on agreeing to the motion to

lay on the table the motion to reconsider.

The motion to lay on the table was

The PRESIDING OFFICER. The
bill is open to further amendment.
Mr. HUMPHREY. Mr. President, I

ask unanimous consent that the time
necessary for the call of the roll when I

suggest the absence of a quorum not be
charged to either side.

The PRESIDING OFFICER (Mr.
Hickey in the chair). Is there objec-

tion to the request of the Senator from
Minnesota? The Chair hears none, and
it is so ordered.
Mr. HUMPHREY. Mr. President, I

suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the rolL

The Chief Clerk preceded to call the
roll.

Mr. HUMPHREY. Mr. President, I

ask unanimous consent that further pro-
ceedings under the quorum call may be
dispensed with.
The PRESIDING OFFICER. Without

objection, it is so ordered.
Mr. HUMPHREY. Mr. President, I

yield 20 minutes to the Senator from
Utah [Mr. Moss] from the time on the
bill.

The PRESIDING OFFICER. The
Senator from Utah is recognized for 20
minutes.
Mf. MOSS. Mr. President, I wish to

make my speech without interruption,
and then I shall be happy to yield if

there are questions.
Mr. President, it has been said that one

way to measure a civilization is by the
degree to which it is concerned with the
welfare of its oldest and weakest mem-
bers. The dimensions and intensity of
the debate now underway in this body

—

and the resonance of its echo throughout
the country—shows very clearly that we
are a mature people, a civilized people,
seeking earnestly to ameliorate our
weaknesses and elevate our standards in
the care of our aged.

I am gratified that neither here in
this body nor out in the country are
there many people who are callous
enough to say that we need no improve-
ments in our programs of medical care
for the elderly or no widening of their
scope. To my immense satisfaction,
most of those who have debated this is-

sue have recognized that our present
laws and authorities fall far short of
doing the job our national welfare re-
quires, and have agreed that status quo
is not enough. We have not, therefore,
had to discuss here at length the ques-
tion of need, but have been able to di-
rect our attention to the question of
method—of how best to help our people

meet the high cost of ill health in old
age and to do it in a sensible and char-
acteristic American way.
There are, as Senators know, three

methods which may be employed to es-

tablish a sound, long-range program of

health protection for the elderly—pri-

vate health insurance, public assistance
financing, and financing through the
Social Security mechanism. It is our
job here and now to sift and carefully
evaluate each one of them.
Most of us, I am sure, would like to

put as much reliance as possible on pri-

vate health insurance. We know that
the industry has been making heroic
efforts to meet the health needs of our
aged. But despite these efforts, it has
been pretty well demonstrated by now
that private health insurance cannot

—

by itself—cover the catastrophic and
chronic illnesses of the aged at premiums
the retired can afford to pay. Many
policies for the aged provide only the
most limited of coverage. Because of
poor health, some of our elderly cannot
qualify at all for insurance, or can only
secure coverage that excludes or limits

preexisting conditions—precisely those
which create the greatest expenses. At
the present time only about half of our
people over 65 have private insurance
coverage, and even the most optimistic
predictions do not promise that even in
10 or 15 years private policies which are
both broad and reasonable can be pro-
vided by private insurance for any sub-
stantial portion of those over 65. Both
the Blue Cross association and the
American Hospital Association have
stated that some form of government as-
sistance is necessary to provide ade-
quate health insurance for the elderly.

Public assistance financing, the sec-
ond method, has, of course, been with
us in varying degrees of effectiveness for
some time. It has two main facets.

The first is the type of program almost
all States have to provide some measure
of medical care for people on relief, and
the second is the innovation resulting
from the passage of the Kerr-Mills act
2 years ago which made matching funds
available to the States for the establish-
ment of a new category of assistance to
assist older persons who were not on
relief; who had sufficient resources to
meet their ordinary living expenses but
who could not cope with the high costs
of medical care. Unfortunately, due to
the fact that, in the main, the State's por-
tion of the cost of medical assistance
for the aged programs must be financed
from general revenues, only one-half of
the States have been able to put medical
assistance to the aged—or MAA—pro-
grams into operation since Kerr-Mills
became effective in October, 1960. The
States, hard-pressed for funds and with
strong competing demands for the funds
that are available, apparently simply
cannot afford either to establish medi-
cal assistance for the aged programs
or to establish comprehensive programs.

Efforts have been made to mask this
simple fiscal fact of life by offering a dis-
torted figure of the number of States
with Kerr-Mills programs. This is

achieved by combining the total number

of States that made some changes in
their programs for people on relief with
the total number of States that estab-
lished new medical assistance for the
aged programs. Thus we hear 36 States,

38 States, and 46 States as the total of

those having established Kerr-Mills pro-
grams.
The plain fact is that only 25 States

have established programs of medical as-

sistance for the aged—and these, in

many cases, are inadequate programs.
I do not make that statement critical

of the States, because of the very great
fiscal problems that confront our States.

Mr. President, I ask unanimous con-
sent to have printed at this point in my
remarks an article entitled "Struggling
States—Many Report Deficits Despite
Higher Taxes, Recovery in Economy,"
published in the Wall Street Journal on
July 6, 1962. The article discusses the
fiscal problems confronting the States
and their inability to meet all the de-
mands upon their revenue.
There being no objection, the article

was ordered to be printed in the Record,
as follows:

Struggling States—Many Report Deficits
Despite Higher Taxes, Recovery in Econ-
omy—Education, Welfare Expenses Rise
Sharply; Some Weigh New Round of Tax
Boosts—More Look to Federal Aid

(By John P. Lawrence)

The fiscal health of the Nation's State
governments, which has declined steadily In
recent years, Is falling to respond even to the
dual tonic of new taxes and economic recov-
ery.

In California, despite a 7 percent rise in
revenues, income fell at least $8 million short
of covering spending in the fiscal year that
ended last Saturday, whittling to less than
$30 million a surplus that totaled four times
that just two years ago.

In Mississippi, tax collections ran 4 percent
ahead of estimates, hut the State spent some
$20 million more than it took in during the
2-year budget period that ended June 30.
Appropriations for the coming 2 years will
gobble up $17 million in new taxes and still

exceed anticipated revenues by $10 million.

These are by no means Isolated examples of
what's happening to State finances. In a
Wall Street Journal survey of 21 of the most
populous States, just over half reported that
spending outran revenues in fiscal periods
ended June 30. Although tax collections
rose more than expected In seven States
surveyed, only two of these expect to report
an excess of income over outgo for the year.
Many States are digging into surplus funds
normally intended as a buffer against slump
years. Others are slipping deeper into the
red.

MORE PRESSURE FOR FEDERAL AID

This erosion of State finances, particularly
in a year of strong revenue gains, is ex-
panding pressure for new State taxes and in-
creased Federal aid to States. State spend-
ing has more than doubled in the last
decade, according to Federal statistics. Pop-
ulation growth has helped push up ex-
penditures for education by 10 percent a year
since 1959, whUe gains in over-all State
revenues have averaged less than 9 percent.
Increased chronic unemployment and new
assistance programs have contributed to a
rapid climb programs have contributed to
a rapid climb in welfare expenses.

To meet these costs, at least four States

—

Illinois, Minnesota, New Jersey, and Vir-
ginia—have established new study commis-
sions to plan a broad overhaul of the tax
laws anc" an increase in revenues. Many,
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too, axe trying new enforcement tactics to
squeeze added funds out of present levies.

But nearly all State officials foresee a grow-
ing reliance on Federal funds to meet trie

higher costs. Uncle Sam poured $6.4 bil-

lion into State programs In fiscal 1961, more
than 22 percent of general State revenues.
That's up from $2.6 billion, or less than 18
percent of State revenues In 1953.

This year's darkening financial picture
contrasts sharply with the fiscal rebound
most States experienced during the last

economic recovery. State revenues totaled
$27.4 billion in the year ended June 30, 1960,

topping expenditures by $200 million. In
the following year, however, spending rose

6.9 percent while the recession held revenues
to a 4.9-percent rise, leaving a $400 million

deficit. It's almost certain final tabulations
for the latest fiscal year will show spending
again exceeded revenues by a substantial

margin.

To be sure, the current high level of

business activity has helped a few States

improve their fiscal standing. Maryland's
tax collections ran $6 million ahead of esti-

mates in the year just ended. With expendi-
tures about on target, the gain boosted the
State's reserve fund to about $18 million

from $12 million a year ago. A new sales

tax and a stronger economy are helping
Texas wipe out a $60 million deficit during
the current biennium, which has another
year to run.

But for most States, the trend is decidedly
in the other direction, largely reflecting sky-
rocketing costs.

PUBLIC AID TROUBLES

"Revenues are keeping up with expecta-
tions, but the public aid people have run
into trouble," says Ted Leth, superintendent
of budgets for Illinois. The legislature, due
to convene next January, faces a demand for

$100 million to tide the welfare agencies
through to the end of the biennium next
June. "Unless there are new taxes, that'll

all be deficit," says Mr. Leth. The State had
hoped instead to wipe out a $35 million
deficit from the last biennium.

Other States are suffering from overopti-.
mistic revenue forecasts as well as higher
costs. Indiana counted on getting $214 mil-
lion from its gross income tax, which pro-
vides 80 percent of its general fund, In the
fiscal year just ended, up from $192 million
in fiscal 1960-61. "We don't know why, but
revenues are falling about $11 million
short," says a top financial officer of the
State. The State already had expected spend-
ing to run about $15 million above current
revenues, cutting into a $49 million surplus.

The revenue lag will slim the surplus to less

than $25 million.

Michigan has suffered both ways. "Wel-
fare expenses and aid to local school dis-

tricts both exceeded the appropriations and
our recovery didn't materialize soon enough
to lift revenues as much as we hoped," says
Clarence W. Lock, Michigan's revenue com-
missioner. Result: Instead of a revenue bal-
ance last year, the State added $20 million
more to its $71 million deficit.

SOME STATES CUT BACK

Even more surprising for a recovery year,
some States have been forced to make last-
minute cutbacks in spending. Ohio collected
about $608 million in general fund reve-
nues, 5 percent more than a year before, but
spending was headed for $630 million, a rise
of 6 percent, until the State began econo-
mizing. "We've held off on some $7 million
of capital improvements and deferred some
equipment purchases," says James Maloon,
finance director. Spending thus totaled $618
million, leaving a $10 million deficit.

Pennsylvania planned to wind up $9 mil-
lion In the black In the year ended June 30
and use the surplus to help meet increased
costs in the current fiscal year. But the

State came into June $10 million behind
schedule and had to scramble to catch up.
It stepped up Its bill collecting, held off on
some spending programs—Including such
things as buying autos—and managed to
get a $4.7 million windfall from a favorable
decision in a large corporate tax case.

Only higher taxes have headed off worsen-
ing budgetary situations. Pennsylvania's
climb out of the red is the result of an in-
crease to 4 percent from 3 percent In the
State sales tax and other tax changes 3
years ago. Wisconsin averted a $60 million
deficit in the biennium ending next year
when the legislature just before Christmas
added a new sales tax.

Two-thirds of the 47 State legislatures
that met in 1959 raised taxes and half, in-
cluding some that raised rates in 1959, did so
in 1961. Only 21 legislatures meet in even
years and Mississippi and Michigan passed
the only major 1962 tax bills. The former
boosted cigarette and corporate franchise
taxes. Michigan last month passed a series
of new taxes expected to net $77 million an-
nually, including higher cigarette, beer, and
corporate franchise levies and a 4-percent
tax on liquor.

Despite this flurry of tax activity, pressures
already are mounting for another round of
increases. Wisconsin's revenues, based on
present taxes, are expected to rise 5 percent
in the next biennium starting July 1, 1963,
while "a survey of all departments points to
a 20-percent overall Increase in costs," says
John A. Gronouski, commissioner of taxa-
tion. "That figure may be shaved some, but
there's no question In my mind there's going
to be a gap between revenues and expenses.
The Issue in the current gubernatorial race
isn't whether to raise taxes but how."
"We're getting pressure for more aid to

local school districts and for higher faculty
salaries at State colleges, but we're not going
to have any money from present taxes to put
into any new programs," says Roy M. Bell,

California's assistant director of finance.

"The cost of everything is going up, except
for stocks," quips C. H. Morrisett, Virginia's
tax commissioner. The State's general fund
budget for the 2 years that began July 1

is $573 million, 15 percent above that of the
biennium just ended.
Among the biggest factors in the State's

spending rise is increased aid to local areas
for schools, welfare, and other programs.
New York State's local assistance expenses
amounted to $1,265 million in the latest fis-

cal year, up 12 percent from fiscal 1960-61.
They're expected to climb another 8 percent
in the current year.

The biggest part of local aid goes to edu-
cation. Kansas early this year increased its

annual contributions to local districts to
$20 a pupil from $15. This program is a
key factor pushing the State's general fund
budget for the current year some $9 million
over revenue estimates, eating into a $27
million cash reserve. As recently as 1954
State contributions ran only $6 a pupil.

INDIANA ENROLLMENTS RISE

"We've been getting a 30,000 increase a
year in enrollment in public schools and we
figure each 30 students adds $30,000 a year in
costs, including new classrooms, teachers
salaries arid other expenses," says an Indiana
finance official. "Primarily because of school
costs, expenditures are rising more rapidly
than revenues and this undoubtedly is going
to mean new taxes," he adds. Indiana's fis-

cal 1962-63 budget contemplates using
nearly all of the remaining $25 million
surplus.

State governments in some cases are feel-
ing voter pressure to ease the burden of
school costs on local property taxes. In
Ohio the State now is paying roughly a third
of the public school costs, down from 43 per-
cent 10 years ago, with the property taxes

paid directly to local governments making
up the difference. "There's considerable
feeling that we should at least halt the
growth In the share carried by the property
tax," says Mr. Maloon, finance director.
Compounding the educational cost prob-

lem is a bulge in the rate of increase in en-
rollment at State colleges and universities,
where the expenses rest even more heavily
on the State government. In California,
elementary and secondary school enrollment
is expected to reach 5 million by 1970, up a
third from the current level, while enroll-
ment in State colleges and universities, now
totaling 130,000 is expected to double.

Ohio's problem is heightened by the fact
that not one new university building has
been built in the last 2 years, reflecting a
shortage of funds. This has created a back-
log of demand. The lack of facilities, plus
above-average tuition charges have caused
the State in the last decade to fall to 27th
from 17th among the States in the percent-
age of high school graduates going to col-
lege, according to Mr. Maloon.
Welfare spending is another key area of

rising costs. Illinois spent roughly $280 mil-
lion on welfare In the previous biennium and
hoped to get by with the same spending in
the current 2-year period winding up next
year. But instead, spending is running al-
most one-third above the last biennium.
"The Chicago stockyards closedowns threw
many unskilled people out of work, length-
ening relief roles," explains Mr. Leth.

Recognizing their budget problems will
grow increasingly severe in the years ahead,
more States are forming commissions to
study ways of revising revenue laws to get
increased taxes without unduly burdening
any one taxpayer group. Many older State
bodies also are giving increased considera-
tion to broad tax changes. In Illinois, a
recently appointed revenue committee is
expected to make recommendations for new
tax legislation when the State's lawmakers
convene in January.
Growing spending pressures are overcom-

ing some traditional opposition to new taxes.
The State senate in Michigan . came the
closest in its history to passing an income
tax this year. In Ohio, "most of the big
pressure groups that have opposed increases
in the past, now are resigned to some new
taxes, though they're naturally all trying
to put the monkey on someone else's back,"
says James Hunter, Ohio's research director
for taxation.

U.S. GRANTS TO PENNSYLVANIA UP
Whatever the outcome of the moves for

new tax legislation, It's clear the States
expect to lean more heavily on Federal as-
sistance. "Despite some altruistic comments
to the contrary, I don't think the States,
hard pressed as they are for money, are
going to turn down Federal aid as new pro-
grams are made available," maintains David
Baldwin, Pennsylvania's budget secretary.
Federal grants to the Quaker State for pub-
lic assistance alone have totaled $119 mil-
lion in the last 12 months, up from $94
million the previous year and $87 million
in 1959-60.
Many States are trying to ease the finan-

cial pinch somewhat through new enforce-
ment methods. Rhode Island faced a $1
million deficit in its budget for the year
just ended "but made up the difference by
boosting the audit 6taff to 35 people from
20 and raising starting salaries to $6,000
from $4,000 to attract better talent.
"We've taken in $54 in extra taxes for

each hour of work per man and the added
cost is only $3 an hour," explains John H.
Norberg, assistant tax administrator. Since
the program started last August, the State
has run 1,000 audits of tax returns from re-
tailers and other businessmen, compared
with 80 in all of fiscal 1961. "At least 75
percent of the audits have produced addi-
tional revenue," says Mr. Norberg.
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New York currently Is training a squad of

new field examiners, at least 10 of whom are

likely to be sent out of the State to check
whether corporations headquartered else-

where but doing business in New York are

paying,the taxes they should. "If this proves
productive, well expand the program," says

Joseph H. Murphy, commissioner of taxa-

tion and finance.

Cooperation between Federal and State tax
collectors is increasing. At least 17 States

now use income as reported to the Federal
Government as the basis for assessing per-

sonal or corporate Income taxes, 5 more
than in 1957. A dozen States have made
agreements, most within the past five years,

to exchange audit information with the
Federal Government.

Mr. MOSS. Mr. President the third

method is the one under active consid-

eration here today—use of the social

security mechanism to provide that peo-
ple during their working years build up
insurance to pay for the major part of

their hospital expenses when they re-

tire. The social security mechanism has
been chosen because we know it works,
and works well. Through it, over 90

percent of our people now have old-age
insurance, and already it has given mil-
lions a measure of security and inde-
pendence. The overwhelming number
of votes in favor of expanding this sys-

tem, or increasing its benefits, each
time the issue comes before the House
and the Senate, are strong testimony
of congressional confidence in this pro-
gram. The amendment before us recog-
nizes the reliance our people have on
social security, and their belief in it, by
establishing a separate trust fund for
medical benefits so the present well-
operating system of old-age benefits can-
not possibly be disturbed or endangered.

It is apparent, however, that none of

this triumvirate—private health insur-
ance, public assistance financing, or so-
cial security financing—can by itself

assure our elderly of all the health cov-
erage they need. But a combination of
the three could. With the insurance
built up through social security pay-
ments through the years covering a
major part of the biggest item of health
costs—that is hospital bills—we would
have good reason, I believe, to expect that
private insurance could be provided at
reasonable rates to cover a substantial
portion of the other health costs of the
vast majority of our elderly. Kerr-
Mills would be available to fill in the
gaps for the needy aged.

The missing element in this combina-
tion at present, is, of course, social secu-
rity financing of part of the hospital
costs, and I am most hopeful that before
Congress adjourns this element will be
added.

I am frankly disturbed, however, that
some of my colleagues see in Kerr-Mills
a full solution to a great national prob-
lem, and have suggested that we merely
sit back and let the States "make haste
slowly" in putting the Kerr-Mills medi-
cal assistance to the aged program into
operation. I am frankly disturbed by
the fact that they feel Kerr-Mills could
become a going concern, nationwide, in
all of its aspects, all would be well, and
our job would be done.

The Kerr-Mills Act, laudable as its

objectives are, is philanthropy. We have
always been a philanthropic people. We
have always tried to see that our people
who are old and ill and do not have
money have been given the care they
need. County commissioners in coun-
ties out across the country have
been struggling with this problem for
years. We have county hospitals and
charity wards and other State and
county public institutions to help out.

Our doctors have given generously of
themselves and their time treating indi-
gent patients without cost. Federal
matching funds made available to some
States through the Kerr-Mills medical
assistance to the aged program have
helped somewhat. But, as I have
pointed out, not enough.
But—and this is what disturbs me

—

the people who support only Kerr-Mills
support only philanthropic care. They
ignore the needs of our millions of
elderly who have no wish to receive care
at the taxpayers' expense, but who are
nevertheless staggered by the drain on
their savings—and on the pay checks
and savings of their children—when they
have an extended hospital stay. These
people do not seek philanthropy. In
fact many of them would rather suffer
silently, and even to die, rather than
bend their knees for charity to pay their
medical bills. To offer these people only
Kerr-Mills—medical assistance to the
aged—to ask that they submit to a
means test before they can be given any
help—is to show a thorough lack of un-
derstanding of American character, of
the determination of many elder Ameri-
cans to continue to take care of them-
selves in their old age as they have in
the past, even if it means to go without
medical care. To offer Kerr-Mills only
is to be insensitive to the American
spirit, to the American glory in inde-
pendence.

I am also concerned by the lack of
understanding of those who say that be-
cause of inauguration of Kerr-Mills in
some of the States has not increased
greatly the number of recipients, there
are really not very many of our senior
citizens who need help with their medi-
cal bills. In my State of Utah, for ex-
ample, where payments were commenced
on September 1, 1961, total payments
through April totaled only $336,642, of
which the Federal share was $214,565.
In April of this year payments were
made to only 508 of Utah's over-65 popu-
lation, which represents less than 1
percent of the aged in the State.

In the first place, Utah has a law un-
der which relatives are required to con-
tribute to the costs of medical care. We
also have a lien law, which gives the
State a preferred claim against any
property owned by these old folks. The
above may account for in part the small
number of people utilizing the program.
But I believe there are some other as-

pects of Utah thinking, and of Utah
moral and ethical standards, which bear
on the situation. Utah people have a
particular pride in being self-reliant
and independent. It is our heritage

—

a heritage handed down from our

pioneer ancestors, and a heritage of
which we are immensely proud. The
doctrine of self-reliance is taught con-
stantly by the Latter-day Saints Church,
and reiterated by the other religious
organizations represented in the State,
as it is, I am sure, by these religious
faiths in all parts of the country. But
because of our heritage and our strong
belief in self-reliance, I am confident
that the people of Utah would resort to
every other possible means of assistance
before turning to charity.
Utah is also a particularly close knit

family State. We have large families

—

in fact I believe they are among the
largest in the country—and many of the
members of the family remain in Utah
instead of moving out to other States.
Or if they do go elsewhere during their
working years, many of them return to
Utah in retirement to be with their
families. Large families can, and with
magnificent generosity do when it is at
all possible, contribute to the care of
their senior members when such help
is needed.
But in Utah, as in every other State,

the rising cost of living has cut deeply
into the value of retirement incomes,
and the rising cost of medical services
has made it more and more necessary
for children and other members of the
family to help senior members with their
medical bills. And, as in every other
State, the slender resources of the vast
majority of our senior citizens—and
those of their children, who have heavy
responsibilities of their own—are under
great strain. Many of them have
written to tell me so. I am confident
that there are many people in Utah

—

a State of resolute and self-reliant peo-
ple—who would far prefer a system un-
der which they would contribute during
their working years to a fund for the
higher-than-average medical costs of
their retirement years than a system
which would offer them care only as a
charity patient.
The use of the social security ma-

chinery for this purpose is sound and
practical, because it does not give a per-
son something for nothing, but provides
him with a way of insuring himself
against dependency for hospitalization
when he becomes ill in his old age. In
that it takes steps to prevent dependency
before it occurs, it is thoroughly in keep-
ing with the American tradition, so
highly held in my State, of self-reliance.
Mr. President, the amendment before

us today would establish a program of
medical assistance which is in keeping
with the American tradition and consist-
ent with the dignity, independence, and
integrity to which each citizen is en-
titled. It is a sound, sane, and conserva-
tive program in that it purports only to
pay a good part of the hospital and re-
lated costs of our elderly, roughly 25 per-
cent of their medical expenses. It would
do so on a self-financing basis through
social security rather than being a drain
on all taxpayers.

It would have' no bearing on the doc-
tor-patient relationship, except to make
it more pleasant for the patient who
would be relieved of part of his worries
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about the cost of his illness, and for the
doctor, who would be more likely to be
paid for his services because the pa-
tient would not have to stretch his
money over both doctor and hospital.

There are those who insist the pro-
gram would be a step toward socialized

medicine. There is absolutely no basis
for this charge. The program is, in-
stead, a bulwark against socialism. If

we can give our elderly enough relief

with medical bills through this program,
there will be little pressure for nationali-
zation.

Students of this subject point out that
countries which have turned to socialized

medicine have never had strong systems
of private health insurance. In con-
trast, we have in the United States a
private health insurance system that is

strong, very strong and quite adequate,
except with respect to coverage of older
persons.

I think it also important to note that
the British do not believe that their type
of program is an inevitable consequence
of the kind of program we are now pro-
posing. On the contrary. According to
the U.S. News & World Report for
March 26, 1962, some British officials

wish they could start all over again with
the kind of program proposed here. I

quote:
Some top officials here say that, If Britain

were starting today from scratch to tackle
the problem of medical care, she would not
attempt outright nationalization.

"If we had a chance to do it again," one
high-ranking official says, "I think that we
would favor some form of compulsory medi-
cal insurance, supplemented by tax funds
together with subsidies to hospitals to keep
down costs. We would also act to limit the
cost of drugs. In short, the state would
insure that everyone had access to medical
care at a reasonable cost, but without na-
tionalizing the entire system and putting all

doctors on the Government payroll."
This official adds that President Kennedy's

proposal to provide medical care for the aged
through the U.S. social security system is

the first step toward the kind of system
that Britain probably would introduce now
if there could be a fresh start.

Despite such evidence to the contrary,
there are those who still claim that, with
enactment of hospital benefits financed
through social security, the United
States will be headed down the British
path of nationalized or socialized medi-
cine.

Mr. President, we must relieve our
elderly people, at least in part, from the
harrowing worry of the cost of illness

which hangs over them. This fear is

no specter dreamed up to push for ac-
tion on the measure before us. It is

real, it is there. Anyone who reads the
income statistics of our elderly with an
open mind and an open heart—anyone
who listens to our senior citizens them-
selves with thought and compassion,
must know the fear is there—must real-
ize something must be done about it.

How can anyone who has ever paid
any hospital bills himself doubt that a
retired couple with an . income of less
than $2,500 and less than $500 in liquid
assets, would be struck a staggering blow
by a serious illness which ran up hos-
pital bills into the hundreds, even the

thousands? Yet half of all our aged
couples have less than $2,500 in annual
income.
How can anyone who has ever paid

a hospital bill himself doubt that a per-
son with an income of less than $1,000
a year, and probably not even $500 in
moneyhe could draw, could and probably
would be completely wiped out by a long
hospital stay.

We should not force our elderly, after
a lifetime of independence, to turn to
public assistance or private charity, or
to take from their children what they
know their children need desperately for
themselves and for the new generation
coming on.
We should set up now a program

which will assure them that the greatest
part of those dreaded medical costs

—

the costs of a hospital stay—will be paid
for as a right, and not a charity, through
our social security system, from funds
they will contribute themselves while
they are strong and healthy and
working.

I am convinced that we will do this

—

I am convinced that we are a civilized
nation, and that we will demonstrate
this again by not only showing the
measure of our concern for the oldest
and weakest of our members, but by
doing something which will help them to
help themselves.
As my good friend, Senator Long, of

Hawaii, has said, if ever there was a
proposal based on sound American
thinking, this is it.

It is based not on European practice,
not on the ideas of Bismarck, or Marx,
or Lenin, but on the reasoning of that
most conservative of great Americans,
the godfather of the Republican Party,
Alexander Hamilton.
Does that surprise you? Let me ex-

plain. Back in 1798, Hamilton, always
alert to protect the taxpayer, had a
problem. It involved young America's
sailors. Leaving home on their ships
healthy and hearty, they returned many
months later with many of their mem-
bers ill with scurvy, racked with strange
diseases or suffering from injuries.

Inevitably they wound up in the big
ports of our young Nation dependent for
medical care on the local taxpayers—on
local relief—on a Kerr-Mills sort of set-
up. To Hamilton—a businessman if

there ever was one—this made no sense
whatsoever. Moreover, it set a danger-
ous precedent for other groups in the
population.

So Hamilton—not Karl Marx—Alex-
ander Hamilton said "Why should we not
charge these sailors a very small part
of their wages when they are healthy
and employed to pay for their own care
when they are sick and injured?" It
made sense to our 100 percent American
forebears. The Congress enacted it into
law in 1798 thus providing a system of
self-financing care for merchant seamen
and, at the same time, originating our
U.S. Public Health Service.

It was the safe, sane, conservative, in-
telligent, businesslike approach in 1798.

It remains, today, in 1962, the same
safe, sane, conservative American an-
swer to a great American problem.

Mr. President, I urge that the amend-
ments of the Senator from New Mexico
be adopted.
Mr. CARROLL. Mr. President, I call

up my amendment identified as "7-6-
62—A."
The PRESIDING OFFICER. The

amendment will be stated.
The Legislative Clerk. On page 4, be-

tween lines 8 and 9, insert the following:
(d) It is further declared to be the policy

of the Congress that no Individual who re-
ceives aid or assistance (including medical
or any other type of remedial care) under
a State plan approved under title I, IV, X,
XIV, or XVI of the Social Security Act shall
receive less benefits or be otherwise disad-
vantaged by reason of the enactment of this
title.

Mr. CARROLL. Mr. President, the De-
partment of Health, Education, and Wel-
fare has no objection to the amendment
and has so notified the junior Senator
from New Mexico [Mr. Anderson], the
principal sponsor of the bill • providing
health care insurance benefits for the
aged.
My amendment merely makes clear

that in enacting a health care benefits
program, it would not be the intention
of the Congress to deprive any person of
any benefits to which he is entitled un-
der a State medical program or, may I
add, under the pending legislation.
STATE MEDICAL PLAN TN COLORADO HAS SUPERIOR

FEATURES

In Colorado we have one of the best
medical care for the aged programs in
the country, for our elderly citizens who
are on the old-age pension rolls. It pro-
vides certain benefits that are not avail-
able under the Anderson-Javits bill.

The aged people in Colorado who are
now receiving State medical assistance
want to be assured that we in the Con-
gress will not enact a law that will give
them some coverage while at the same
time restrict their use of the more com-
prehensive coverage of medical care un-
der the Colorado program.

I urge the adoption of my amendment
as a means of reassuring those now re-
ceiving State medical assistance that
they can continue to use benefits of State
plans as assistance supplementary to a
Federal health insurance program.
The situation in Colorado, very brief-

ly, is that in round figures we have about
50,000 old-age pensioners in the Colorado
old-age system. Like all systems, ours
is based on need. Of those 50,000 pen-
sioners about 41 percent are people who
also draw a pension from social security.

In other words, if a social security an-
nuitant in Colorado, who draws $75 a
month, has no other income, and dem-
onstrates a need for assistance, he can
come under the State pension program
and draw a State pension of $35. The
maximum State pension is $110. If he
comes under the Colorado pension pro-
gram, he is then permitted to participate
in the pension's medical care program,
even though he is a social security an-
nuitant.

I point out, however, that under the
program presented by the junior Senator
from New Mexico, not only the social
security annuitants, but all of our pen-
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sioners would be eligible for hospital and
certain nursing home and other benefits.

In addition to an excellent pension sys-

tem, one of the finest in the Nation,

Colorado offers its aged people a medical
care program, which provides compre-
hensive assistance under a constitutional

limitation of $10 million a year.

The sole purpose of my amendment, so

far as Colorado is concerned, is to pro-
vide that when a pensioner avails himself

of the benefits of the Federal plan, the
State must protect the pensioner's rights

under the Colorado program by paying
the first $90 hospital charge required

under the Federal program.

In short, how can the aged poor people,

who are on fixed State pensions and in

need, pay the $90 deductible if they do
not have the money? The principal

purpose of my amendment is to make ab-
solutely clear that the Congress expects
that in the State of Colorado the $90
deductible hospital charge will be paid
for old-age pensioners out of the Colo-
rado Medical Care Fund.

However, I must emphasize that not
only will it provide for the aged of

Colorado, it will provide similar protec-

tion for pensioners in 45 States as well.

So the amendment will have a wide-
spread effect.

In effect my amendment assures that
Colorado old-age pensioners will receive
more assistance than they now receive
under the State plan alone.

As the Federal plan begins to work and
the pensioners use its benefits, I have
assurance that the Colorado plan will be
expanded. Certain suspended medical
services will be restored and new services
added. I am hopeful that when the
Anderson-Javits program goes into effect

the Colorado medical care plan will be-
gin to provide dental, drugs, and pros-
thetic device payments.

STATES EIGHTS PRESERVED

My amendment is framed as a firm
declaration of policy of the Congress. It
applies only to the Federal health bene-
fits insurance program for the aged. It
does not impinge on the right of a State
to modify and reshape its own medical
assistance program But it does say that
Congress does not intend that anyone
lose the advantages of a State program
simply because he becomes eligible for
the Federal health benefits insurance
program.

FORTY-FIVE STATES AND POSSESSIONS AFFECTED
BY CARROLL AMENDMENT

Forty-three States, the Virgin Islands,
and the District of Columbia now make
medical care in some degree available
to the aged who are on old-age assist-
ance. In the year 1960 they made ven-
dor payments of $295 million for medical
care and money payments of $149 mil-
lion; a total of $444 million.

Twenty-three percent of all assistance
to the aged in 45 States and possessions
was in the form of medical care.

In 1960 there were 2,358,272 aged
Americans who were eligible to receive
State medical asistance in one form or
another in an average month.
The types of State medical assistance

vary widely from State to State, but in

almost each case there are some medical
care benefits not available in the bill

before us.

For example, 42 States and posses-
sions provide payments to doctors.

The Anderson-Javits bill does not
cover doctor bills. It is basically a hos-
pital, nursing home bill, designed to
help the aged in meeting the enormous
expense involved in increased costs of
hospital, nursing home and health care,

relieving the burden of serious and
catastrophic illness.

The aged in these 42 States want to be
assured that they will continue to re-
ceive doctor care under their State plans
if they elect to use the hospital, nursing
home and health care provided under
the bill before us.

Thirty-six States provide dental care;

40 provide prescribed drags outside the
hospital. Neither of these benefits are
available under the bill we have be-
fore us.

Again, the aged in the States where
these benefits are available want assur-
ance fcbey will not lose these benefits.

At this point, Mr. President, I ask
unanimous consent that there be printed
in the Record a list of States now pro-
viding medical assistance to the aged in
forms of either doctor services, dental
services, or drugs, or a combination of
the three.

There being no objection, the list was
ordered to foe printed in the Record, as
follows:

States providing some type of medical
assistance to the aged (as of Oct. 1, 1961)

State
Physician
services

Dental
services

Pre-
scribed
drugs

Arkansas X X X
California X X X
Colorado X MX

X
X X

Delaware x X X
District of Columbia.
Florida—

X
X '

X
X

X
X

X X
Idaho X (')

X
(0

XX
X X X
X X X

Kansas X X X
X X X
X

X
X

Maryland X X
Massachusetts X X X
Michigan X X X
Minnesota X X X
Missouri X X X

X (1)

X
(«)

XX
X X X

New Hampshire X X X
X X X

X
X X X

North Dakota X X X
Ohio. X X X

X (')

X wXX
X X X

Puerto Bieo—
x
W <»)

X
X
X

South Carolina 0)
X

(*>

X
X

South Dakota X
X X X

Utah X X
X

x BVirgin Islands.. X x
X X X
X X X
X X X

Wisconsin X X X
X « m

> No program.

Source: Bureau of Family Services, Social Security
Administration (in "The Health Care of the Aged,"
Health, Education, and Welfare, 1962).

Mr. CARROLL. Mr. President, from
the foregoing chart Senators can deter-
mine the effect of my amendment on
their States.

COLORADO'S MEDICAL CARE fLAN

The Colorado State program of med-
ical care for its senior citizens on old-
age pension is one of the finest in the
country.
Colorado pioneered in the use of Blue

Cross and Blue Shield as its agent in
administering the hospital and doctors
fee program. The relationship .with

Blue Cross and Blue Shield has worked
out to the complete satisfaction of pen-
sioners, doctors, and hospital adminis-
trators.

In 1961 Colorado spent $10 million on
medical care to the aged.
Much of this was paid for services not

available under the Anderson-Javits bill.

For example, $2,053,568.84 was paid to
Colorado doctors in 1961; 34,197 doctor
bills were paid for in hospital serv-
ices, averaging $59.52 per bill for sur-
gical and $41.97 for medical services;

128,089 home and office calls by doctors
were paid for; $372,284.27 was paid for
138,110 drug prescriptions for nursing-
home patients; $24,097.62 was paid for
ambulance transportation service..

Under my amendment the Congress
declares as a matter of policy that it

expects these services to continue to be
available to the aged pensioners.
Another problem confronting Colorado

pensioners which would be cured by my
amendment involves hospital care.

Under the Anderson-Javits bill the
patient is required to pay $10 a day for
the first 9 days of hospital care, and $20
for each diagnostic study by outpatient
hospital diagnostic services.

In Colorado in 1961 the average hos-
pital stay by pensioners was 9.9 days.
There were about 18,000 hospital
admissions.
My amendment assures Colorado pen-

sioners that the first 9 days of hospital
care, or the $90 deductible hospital
charge, will be provided by the Colorado
State medical program and the balance
of the stay by "the new Anderson-Javits
program within its limitations. In other
words, the Colorado program should
supplement the Federal program, filling

in the gaps.

FEDERAL BENEFITS NOT CONSIDERED INCOME

Another problem is raised when a Fed-
eral health insurance program is consid-
ered in connection with State pension
and medical care programs. My amend-
ment also meets this problem.
The beneficiaries of State plans are

concerned lest by taking advantage of
the Federal program as a resource they
suffer a disadvantage in having the State
consider Federal health care benefits as
income counted against their State
pension.
My amendment establishes as a mat-

ter of congressional policy that this dis-

advantage to State pensioners not occur.

My amendment assures the State old-
age pensioner that he may use Ander-
son-Javits benefits and still continue to
draw his regular monthly pension with-
out penalty.

The director of the welfare depart-
ment of the State of Colorado, Mr. Guy
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justis, informs me that he would expect
every eligible Colorado pensioner to avail

himself of the Anderson-Javits benefits

as a resource.
However, I am assured that even

though this is a resource it will be con-
sidered only as a medical aid resource

and nothing more. It will not be con-
sidered as income which would dilute

the monthly pension.
My amendment emphasizes that the

Congress, as a matter of policy, declares

that no pensioner shall be disadvantaged
as a result of enactment of the Ander-
son-Javits bill. Hence the pensioners*

monthly pension is protected and safe-

guarded.
DEPARTMENT OP HEALTH, EDUCATION, AND

WELFARE DOES NOT OBJECT

I have discussed this proposal with
officials of the Department of Health,
Education, and Welfare, who say it is

not, and never has been, their intention

to reduce benefits to any person eligible

for benefits under a State pension plan.

I replied that that might very well be;

but I did not know who the next Secre-
tary of Health, Education, and Welfare
would be or what his interpretation of

the act would be. Therefore, I desired

to protect my Colorado old-age pen-
sioners by spelling out, as far as I could,

that the policy and intent of Congress
would be not to reduce any benefits to

a pensioner receiving assistance under a
State plan. This is the entire purpose of

my amendment.
Mr. President, I ask unanimous con-

sent to have printed at this point in the
Record the text of a letter dated July 6,

1962, from Hon. Wilbur J. Cohen, Assist-

ant Secretary of Health, Education, and
Welfare, to the distinguished junior Sen-
ator from New Mexico [Mr. Anderson].
The original letter is in the possession of

the Senator from New Mexico.
There being no objection, the letter

was ordered to be printed in the Record,
as follows:

Department op Health,
Education, and Welfare,

July 6, 1962.

Hon. Clinton P. Anderson,
U.S. Senate,
Washington, D.C.
Dear Clint: This Is in reference to an

amendment to your health. Insurance amend-
ment to H.R. 10606 proposed by Senator Car-
roll on July 5. The purpose of the amend-
ment Is to reassure recipients of old-age
assistance and other persons receiving public
assistance that the enactment of your health
insurance amendment would not be detri-

mental to them. As a practical matter, we
do not believe that this would occur and
accordingly from the standpoint of the op-
eration of the programs are not convinced
that an amendment is necessary.
However, since there apparently is wide-

spread concern, at least in Colorado, among
the old-age pensioners, we sympathize with
Senator Carroll's desire to provide as much
reassurance as possible without restricting

the right of States to modify and reshape
their assistance programs.
We would accordingly have no objection

to its Inclusion in your amendment with a
few minor drafting changes reflected In the
enclosed draft which, we understand, are
acceptable to Senator Carroll.

Sincerely,
Wilbur J. Cohen,

Assistant Secretary.

Mr. CARROLL. Mr. President, I be-
lieve this is a very necessary amendment.
It has been under consideration for sev-
eral days. I have discussed the proposal
with the people of my State, especially

pensioners, and they have expressed deep
apprehension about this health insur-

ance benefits bill. I think the amend-
ment will strengthen the proposal of-

fered by the junior Senator from New
Mexico, who has shown brilliant leader-

ship in this field. The amendment will

strengthen the position of pensioners not
only in Colorado, but throughout the
Nation, as well.

Mr. ANDERSON. Mr. President, will

the Senator from Colorado yield?

Mr. CARROLL. I yield.

Mr. ANDERSON. I have had this

proposal studied carefully by officials of

the Social Security Administration and
all other persons who might be con-
cerned with the administration of any
part of the bill, should it become law.

They have all assured me that there is

no objection to the amendment of the
junior Senator from Colorado. I hope
it will be adopted by the Senate.

Mr. CARROLL. I thank the Senator
from New Mexico.

Mr. President, my amendment affects

2,358,272 aged pensioners in 45 States
and possessions, assuring them of the
use of their State medical care plans as
supplementary programs to the Ander-
son-Javits program, and assuring them
that in no way will they be disadvan-
taged by a reduction in their monthly
pensions and present benefits.

Mr. President, I move the adoption of

my amendment.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment of the Senator from Colorado [Mr.
Carroll].

The amendment was agreed to.
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PUBLIC WELFARE AMENDMENTS
OP 1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
Mr. ANDERSON. Mr. President,

there seems to be no amendment pend-
ing now to the amendment which I have
offered on behalf of myself and a num-
ber of other Senators.

I ask unanimous consent that at this
time the Senator from New York [Mr.
Keating], the Senator from Colorado -

[Mr. Allott] , and the junior Senator
from New Mexico, may be recognized for
such time as they may require, without
having the time they use charged to the
time available to either side in connec-
tion with the time allotment.
The PRESIDING OFFICER. Is there

objection? Without objection, it is so
ordered.
Mr. KEATING. Mr. President, I wish

to say a few words about the key vote
on health care for the aged which will be
taken on Tuesday. I refer to the vote
which will be taken on the motion to lay
on the table the revised Anderson
amendments, of which I am a cosponsor.

There has been considerable loose talk
about depriving children and persons on
public assistance by voting for this

amendment of voting against the motion
to table. Those who favor laying the
amendment on the table have been say-
ing in the corridors and In conferences
in regard to the amendment that unless
it is tabled, great damage will be done
to a number of our vital public-assist-

ance programs.
Mr. President, I am emphatically op-

posed to laying the amendment on the
table. That would be an unwise, illogi-

cal, and wholly irrelevant procedure at
this time. The subject of health care
for the elderly has been before the Con-
gress for years. We must decide about
it on its merits, not on the basis of some
extraneous parliamentary procedure.

• Mr. President, let me also say that I

heartily support the joint resolution,
which the distinguished Senator from
New Mexico [Mr. Anderson] has intro-
duced, to grant a 60-day extension of
the Public Welfare Act. This is the
principal answer to the charge that the
strategy in connection with our health-
care amendment would deprive public-
assistance recipients of the care they
need. If those who so strenuously urge
that the Anderson amendment be tabled
are really so much concerned about the
public-assistance recipients, such Sen-
ators should support the joint resolution
to provide a 60-day extension so that we
can intelligently and carefully debate
the health-care issue.

Perhaps no other domestic issue has
stirred up so much interest and excite-

ment throughout the Nation. How can
we, as conscientious legislators, say that
all we want to do is table this amend-
ment? That would not decide anything.
In effect, it would amount to our saying,
"We do not want to take a position ; we
just want to get the thing out of the way
for a while."

The question arises, what are we
actually talking about when people refer

to those on relief who are being hurt by
our prolonged consideration of the bi-

partisan health-care amendment to the
Public Welfare Amendments Act.

I have checked with the Commissioner
of the Social Security Administration,
and I have some facts which ought to be
on the record. The only public-welfare
programs that are affected by this delay
are programs that were temporarily en-
acted when we last amended the Public
Welfare Act. Primarily, what is in-
volved is the temporary aid to depend-
ent children program for the 'children

of unemployed parents. It was enacted
1 year in 1961, and now has lapsed. The
bill before us would extend this program.
There are, therefore, a considerable
number of children, whose parents are
unemployed, for whom no Federal money
has been available since July 1.

The relevant question is, Are these
children going without? In my own
State of New York, the State has con-
tinued to make payments under general
assistance for these children, on the basis
that the State will be reimbursed later

by the Federal Government. There is

very little doubt in my mind that the
State will be reimbursed. I am glad that
New York State has taken care of these

people in the interim, and I am happy to

report that other States are doing the
same.

Unfortunately, there are three States
which have not made arrangements to
continue this program until new legis-

lation is enacted. These States are Illi-

nois, Connecticut, and Oregon. In these
three States, children are being hurt.

I favor a temporary 60-day extension
right now. I recognize that in Illinois,

Connecticut, and Oregon some children
are temporarily being hurt by our delay.
I am concerned about these children;
but I caution the Senate against gener-
alizing too carelessly, so as to make it

appear that this delay is curtailing exist-

ent and continuous public welfare pro-
grams for which the authority is already
existent, and which can be extended on
the basis of the resolution which we
passed to take care of the new fiscal year.

In the three States involved, the prob-
lem is not one of intentions or motiva-
tion. It generally involves a rigidity of
State law, which does not allow for the
temporary transfer of funds from one
public welfare program to another. In
cases where the legislature is not in
session or cannot act swiftly on such
matters, we are creating a real problem.

All in all, 13 States have programs to
provide aid to the dependent children
of unemployed parents. Four States

—

Massachusetts, New York, Pennsylvania,
and Utah—have taken specific action to
extend temporarily these programs.
Three States, as I have said, are "out in
the cold." The remaining six States
have programs which, as of the present
moment, have not been impaired, ac-
cording to the best knowledge of the
experts at the Department of Health,
Education, and Welfare. One of these
six States is Oklahoma; and this situa-
tion ought to be of interest to the senior
Senator from that fine State.

Mr. President, several other temporary
features in the public welfare law are
affected by this delay. The $1 a month
increase made last year in the aid to the
aged program is similarly affected.
Again, many States are making this
additional payment, because they are
convinced that the Congress will act, and,
therefore, that funds to reimburse them
will be available at some future date.

Thus, Mr. President, the need for posi-
tive action is apparent. Seventeen to
eighteen million people in the Nation and
over 1 yz million people over the age of 65
in New York State alone are awaiting our
decision. All of us realize, perhaps even
more sharply after reading the thousands
of moving pleas from our constituents,
that something has to be done. Let us
do it. Let us not, by tabling, say that we
are not going to do anything about this

critical problem.

Mr. ANDERSON. Mr. President, I ask
unanimous consent that, following the
completion of the speech by the Senator
from Colorado [Mr. Allott], the Sena-
tor from Kansas [Mr. Carlson] be rec-
ognized for 20 minutes, without the time
being counted against either side.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Mr. ALLOTT. Mr. President, a parlia-

mentary inquiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. ALLOTT. As I understand the

parliamentary situation, it is not neces-

sary to have an amendment pending in

order to speak at this time.

The PRESIDING OFFICER. The
Senator is correct.

Mr. ALLOTT. What we are offered by
the Anderson-Javits amendment is this

:

Basically, we still have the King-
Anderson bill, with a few modifications.

Benefits would consist of payments to

medical facilities for services rendered

to eligible individuals for the following

kinds of services:

First. Inpatient hospital care : 90 days
per benefit period subject to a deductible

of $10 per day for the first 9 days but not
less than $20 plus
Second. Skilled nursing home care in

homes affiliated with a hospital after

transfer from a hospital: 120 days per

benefit period plus 2 extra days of

nursing home care for each unused day
of hospital care total nursing home care

for each benefit period not to exceed
180 days, plus.

Third. Home health services: 240 vis-

its per calendar year plus.

Fourth. Outpatient diagnostic patient

services subject to a $20 deductible for

each 30-day' period.

Those eligible still include all persons
65 or over eligible to receive social secu-
rity or railroad retirement benefits an
estimated 15 million persons with the
addition of some 2.5 million more per-
sons not so eligible under social secu-

rity or the railroad retirement act but
who will be 65 before 1967 or reach
age 65 before 1973 if they meet a special

insured status requirement of a certain

number of quarters of coverage prior to

that date.

The program would be financed in

three ways: First, the amount of annual
wages and earnings subject to social

security payroll taxes would be increased
from $4,800 to $5,200; second, social se-

curity and railroad retirement payroll
taxes would be increased by 0.50 percent
of taxable earnings. The increase equals
0.25 percent on employers, 0.25 percent
on employees, and 0.375 percent on the
self-employed.

These changes would be effective in

1963 for wage base, and in 1964 for tax
increase. Benefits for those not eligible

for social security or railroad retirement
benefits would be financed from general
revenues. Administration would still be
under the Federal social security system,
with the States and accrediting bodies
used in determining eligibility of pro-
viders to participate. The providers
could use agents to represent them be-
fore the Government on their participa-
tion in the program and on the reim-
bursement provisions. The new pro-
visions of which much is made, and
which I will discuss later, are: First, to
allow the Secretary of HEW in his dis-
cretion, to designate an agent, such as

Blue Cross, chosen by the provider of

services, to handle the administrative
details in the provider's dealings with the
Government; and, second, to allow the
patient or beneficiary the privilege of

having the benefits to which he is en-
titled under the bill paid to the pro-
vider—the hospital—by his own private
health insurance organization such as
Blue Cross; such organization would
then be reimbursed by the Government.

Also, a separate trust fund for health
insurance would be established.

WHAT IS OFFERED AND DEFICIENCIES

Ultimately, any appraisal of merits
and demerits in such widely different

approaches to Government aid as Kerr-
Mills Act and the Javits-Anderson bill

requires that the fundamental, philo-
sophic differences be examined carefully.

These are basically three in number.
Each must be studied from the view-
point of both the immediate effect and
the long-range implications. Broadly
speaking, these three fundamental dif-

ferences under the Javits-Anderson bill

are as follows:
First. All of the beneficiaries, whether

they be under social security or not,

would receive aid regardless of need

;

Second. Care would be limited to

(a) a specific number of days in the
hospital and nursing homes; (b) physi-
cian diagnostic services provided through
hospital clinic; and (c) services of the
home health agencies, which must be a
nonprofit corporation or a public agency.

Excluded would be (a) drugs, except
those provided in one of the above-cited
institutions; (b) private physician serv-
ices in or out of the institution; and (c)

nursing or other professional services

except those provided through one of

the above cited institutions.

Third. Administration of the pro-
gram, for all practical purposes, would
be by the Federal Government in Wash-
ington.

It is in these three areas of conflict

that the fundamental issues regarding
Government's role in medical care for
older people are to be found.
ANDERSON-JAVITS SUBSTITUTES GOVERNMENT

CARE FOR PRIVATE INITIATIVE

In direct contrast with the Kerr-Mills
Act, the Anderson-Javits approach would
provide limited help to everyone over
65 covered by social security, plus ap-
proximately 2,500,000 persons not covered
by social security, whether such persons
in either instance need or want help or
not.

The amendment which has just been
adopted relating to the State of Colo-
rado, which is a very unusual and pecu-
liar situation, will aid this situation
somewhat. Even millionaires would be
recipients of aid. The disregard of the
need factor by the Anderson-Javits bill

is important in its immediate effects.

Most obvious is the unnecessary cost to
the taxpayer providing services for
those who are able and willing to accept
personal responsibility for meeting
their own needs. Equally important is

the virtually complete destruction of a
substantial portion of the voluntary
health insurance effort which is rapidly
responding to the needs of older people.
Immediate effects, however, are insig-

nificant when compared with the possi-
bilities of the future. Historically, there
has been a tendency for age require-
ments to be lowered once a program of
this type gets underway. While social

security benefits are not technically a
matter of legal right for those who have
paid their social security taxes, they are
generally so regarded by the individuals
paying such taxes. It is quite reasonable
to assume that this belief in their right
might reinforce efforts for age require-
ments, eventually completely destroy-
ing the private enterprise system of
medical care now enjoyed by the Ameri-
can people. That such a possibility is

real, is underscored by the fact that
many of the prime movers for King-
Anderson, and now Anderson-Javits,
have long advocated total, compulsory
Federal health care for the whole popu-
lation.

In the United States as elsewhere,
Government very definitely operates on
precedent. Once the precedent is estab-
lished under the Anderson-Javits, or a
similar bill, that medical care, should be
provided to individuals without regard
for need, no matter how few the number
or how limited the benefits, it will be a
simple matter to extend such assistance

to increasingly large numbers, conceiv-
ably to all of the people. The dangers
of such an extension are especially real

under the social security tax method of

financing such assistance. Since work-
ing people will be paying the bill, it is

almost inevitable that many of them will

want to share in the benefits. Former
Congressman Forand, author of a previ-
ously rejected bill similar to the King-
Anderson bill, has said:

If we can only break through and get
our foot inside the door, then we can expand
the program after that.

I have in my hand two charts which
show the fantastic growth of funds for

the public assistance programs under the
Social Security Administration and the
funds for the National Institutes of
Health since 1956. I believe that once
the Anderson-Javits program was
enacted, we could expect an even more
rapid growth in the size of that program
than we have experienced with the Na-
tional Institutes of Health and the pub-
lic welfare programs under HEW.
Mr. President, because I think the

growth of the Department of Health,
Education, and Welfare, and also the
growth of the National Institutes of
Health, under a similar program for

health, provide a reasonable guidepost
for what we may expect in this area, I

ask unanimous consent that the two
charts, identified as chart 1 and chart
2, which I have in my hand, be made a
part of the Record at this point.

There being no objection, the charts
were ordered to be printed in the Record,
as follows:
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Chart 1.

—

Budget estimates and appropriations to the Social Security Administration, 1966 through 1963, estimate

Limitation on salaries and expenses.
Bureau of Old-Age and Survivors
Insurance (trust fund):
Budget estimate
Appropriation

Reimbursement for military service

credits:

Budget estimate
Appropriation

Grants to States for public assistance:

Budget estimate
Appropriation

Grants for training public welfare per-
sonnel:
Budget estimate
Appropriation

Assistance for repatriated U.S. nationals:
Budget estimate ,

Appropriation
Salaries and expenses, Bureau of Family

Services:

Budget estimate
Appropriation

Grants to States for maternal and child
welfare:
Budget estimate
Appropriation

Salaries and expenses, Children's
Bureau:
Budget estimate
Appropriation

Cooperative research in social security:
Budget estimate
Appropriation

International social security meeting:
Budget estimate
Appropriation

Special foreign currency program:
Budget estimate
Appropriation _- .

Salaries and expenses. Office of the Com-
missioner:
Appropriation:

Budget estimate...
Appropriation

;

Transfer from old-age and survivors
Insurance trust fund:
Budget estimate
Appropriation

1966

183,229,000
91, 223,000

1,457,000,000
1,447,000,000

1,690,000
1,636,250

30,000,000
34,166,600

1,896,600
1, 740, 000

1967

(122,211,000
121,500,000

1,592,000,000
1,576,000,000

191,400
184,400

149,600
138,600

1,748,000
1,748,000

36,288,700
39, 361, 000

1, 922,000
1,822,000

212,000
212,000

160,000
160,000

1MB

$146,085,000
144,085,000

1, 850, 000, 000
1,770,000,000

2,500,000

2, 295, 500
1,979,600

41, 500, 000
41, 500, 000

2, 197, 124
2,043,124

2,080,000

315,000
300,000

244,000
240,000

$173,532,000
171,221,000

L 974, 800, 000
1,957, 960,000

2,226,500
2,166,600

43, 000, 000
45,000,000

2,185,000
2,172,000

342,000
342,000

268,600
268,500

ion

$191,000,000
191,800,000

2,043,600,000
2,037,600,000

1,000,000

2,345,000
2,346,000

43,600,000
46,500,000

2,300,000
2,300,000

700,000

337,000
337,000

276,000
276,000

1961

$237, 660,000
232,200,000

2, 190, 000, 000
2,177,000,000

3,113,000
2,726,900

48,500,

61,833,

2,507,000
2,493,500

700,000
360,000

25,650

412,000
372,800

300,000
2«S,000

1962

$280,626,000
267,670,000

2,686,200,000
•2,401,200,000

3,600,000

939, 000
764,000

3,742,000
3,442,000

64,750,000
$9,100,000

2,668,000
2,668,000

1,600,000
700,000

2,213,000
1,607,000

690,000
590,000

322,000
322,000

1963

$286,400,000

78,600,000

2,688,300,000

3,500,000

875,000

4,096,000

76, 760, 000

2,853,000

1,900,000

100,000

1,800,000

711,000

418,000

> Excludes 1962 supplemental contained in H.J. Res. 745 of $80,000,000.

Chart 2.

—

History of appropriations, National Institutes of Health

Fiscal year Budget
estimate

House
allowance

Senate
allowance

Senate increase over—
Appropriation

Appropriation increase over

—

Estimate House Estimate House

1956 —

-

1967 —
1958 - -
1959
I960-
1961
1962

Total

$90, 314, 800
126,626,000
190, 183, 000
211,183,000
294. 279,000
400, 000,000
583,000,000

$89, 773,000
135, 626, 000
190, 183, 000
219, 383, 000
344, 279, 000
455, 000, 000
641,000,000

$113, 416, 800
183, 007, 000
226, 783, 000
320, 677, 000
480, 604, 000
664,000,000
835, 670, 000

$23, 102, 000
66, 482, 000
36,600,000

109, 394, 000
186, 325, 000
264,000,000
252, 670, 000

$23,643,800
47,482,000
36, 600, 000

101, 194, 000
136, 325, 000
209, 000, 000
194,670,000

$98,458,000
183, 007, 000
211, 183, 000
294,383,000
400,000,000
660,000,000
738, 335, 000

$8, 143, 200
56, 482, 000
21, 000, 000
83, 200,000

105, 721, 000
160, 000, 000
156, 336, 000

$8,686,000
47, 482, 000
21,000,000
76, 000, 000
55, 721, 000

105, 000, 000
97, 335, 000

1, 895, 484, 800 2, 075, 143, 000 2, 824, 057, 800 928, 573, 000 748,914,800 2, 485, 366, 000 689, 881, 200 410,223,000

Mr. ALLOTT. Mr. President, the pro-
ponents of the Anderson-Javits social

.

security approach claim that this plan
is not the "opening wedge" for a total,

compulsory Federal health care system

—

that if the plan works poorly, surely it

would not be expanded; and that if there
is no real need for expansion it would not
be expanded. Further, it is said that if

it works well, why should it not be ex-
panded? My comment on this is as fol-

lows:
In other countries, once the principle

of government medical care has been
accepted for part of the population, it

has ultimately spread to all.

Many advocates of the social security
approach have long supported total com-
pulsory "health insurance."
Whether it works poorly or well has

had little influence on the spread of state
medicine. Human beings are usually
unwilling to pay for services given some-
one else as a right for Jong without in-

sisting that the right be extended also

to them. This is the built-in expander
of any government medical program not
based on need.
Americans, in part as a result of the

voluntary medical care system, may be
more sophisticated regarding care than
people in other countries. However, they
too, would be subject to the same human
motives which have tended to make state
medicine universal once the principle
has been accepted for any group.
Whether expansion of the program is

planned was apparently supplied during
the hearings on the King-Anderson bill

before the House Ways and Means Com-
mittee during the summer of 1961. The
witness was Walter Reuther, president
of the United Auto Workers of America,
a person not unknown to have an at-
tentive ear at the White House these
days. Said Reuther:
Obviously It is a matter of commonsense

that those who share my point of view that

the present proposal (the King-Anderson
bill) is not adequate in certain areas would
want to continue their efforts to get amend-
ments in the future to make it more ade-
quate. Nothing is static. Nothing is fixed.

Therefore, if we could get the principle
established we want established, we want to
build on that principle, just as we built on
the (original) social securtiy principle.

This statement is similar to that of
former Representative Forand, and sim-
ilar, I am sure, to the thinking of a great
many people. It forms the basis, to-
gether with the illustrative charts I have
put into the Record, for conclusive proof
in my mind that this is the opening
wedge of the program, and that it will

grow in size and be extended, and that
the Government bureaucracy required to

handle it will grow and grow in the same
proportion.

It should also be noted that much
more is at stake in the social security

approach than medical care.
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If the dollars now provided by the so-

cial security system are replaced with
medical services—because someone in

Government has decided that that is

what older people need—it is illogical

to stop there.

Why should not the noncash principle

be extended to food, clothing, shelter, and
other necessities?

Some of the people advocating the so-

cial security approach would like to

greatly expand public housing for older

persons. In both the executive and leg-

islative branches there is considerable
discussion of what constitutes "proper
housing" for older people. It implies
that Government should decide what
housing is needed whether it really meets
the desires of older people or not.

These bureaucracy builders are
strangely disinclined to provide equiva-
lent amounts of cash which people could
spend as they, themselves, choose.
Government involvement in activities

which should be left to individual ini-

tiative, private enterprise, and volun-
tary action is dangerous to the Nation's
future. For, while socialization of part
of medical care has been followed by
total socialized medicine, even more
serious is the historical fact that social-
ized medicine has been but a beginning
of nationalization of other fields.

Nor is public approval proof that a
plan is good. This is particularly true
in medical care.

Many people in England, for example,
seem to like their "socialized medicine."
Possibly this springs from the low level
of medical care they had before, a good
portion of which was socialized in 1911.
Perhaps they fail te recognize that they,
as individuals, ultimately are paying for
the scheme through indirect taxes as
well as payroll deductions. They may
enjoy the luxury of a "free" housecall
for the common cold. Apparently the
opportunity to "put the doctor in his
place" by having him superficially at
one's beck and call appeals to many.

This is not medical "care"; it is medi-
cal "attention." The difference is great.

Failure of the United Kingdom to
build badly needed hospital beds has
been a major factor in deterioration of
care for its truly sick people. Over the
first 13 years of their total socialized
medicine program, only one new hospital
was built. During the same period, the
United States, exclusive of Federal hos-
pitals, had a net increase in new hospital
beds of 334,000.

It is further said that being a contrib-
utory program the social security ap-
proach would place no load on the Fed-
eral budget, but that it would, in fact,
help balance it.

The significant thing to keep in mind
in meeting the costs of Government ac-
tivities is whether such costs are to be
met through taxes, inflation, or through
other methods, all of which confiscate
part of the individual's assets or earn-
ings.

I suggest, Mr. President, although the
employer under social security contrib-
utes an equal amount to that which the
employee contributes, this comes from
the net earnings of the corporation. It
is a fact ordinarily overlooked that to

such an extent this eliminates from the
net earnings of the corporation a por-
tion which might otherwise be shared
with the employee.

The social security system and other
self-financing programs such as the
highway trust fund do not appear in
what is Usually referred to as the Federal
budget, but this is purely an administra-
tive device.

Special taxes, such as those under so-
cial security, are actually no different

from other taxes; except, possibly, as
to the method of levy. Expenditures un-
der such special programs are equally
no different in their effects on the econ-
omy.

Obviously, if costs are high, they not
only reduce the freedom of individuals
to spend their money, but also impair
the ability of States and communities to
gain public acceptance of taxes needed
to pay for their programs.
COST 'FACTORS AND ESTIMATES INVOLVED IN

ANDERSON-JAVITS AMENDMENT

I would like to take a moment to dis-
cuss the cost factors and estimates in-
volved in the Anderson-Javits amend-
ment. We have seen from a review that
the benefit structure and eligibles for
OASI benefits under the Anderson-Javits
proposal are not essentially different
from those contained in H.R. 4222 and
S. 909. Therefore, as respects the OASI
eligibles and those eligible under the
Railroad Retirement Act, cost figures
and estimates remain approximately the
same as calculated for the original King-
Anderson bill. In hearings on H.R. 4222,
held before the House Ways and Means
Committee during 1961, there appeared
significant differences in cost estimates
by the Department of Health, Education,
and Welfare, and witnesses for the in-
surance industry. These differences are
shown by the partial quote from testi-
mony presented on behalf of the Amer-
ican Life Convention, the Life Insurance
Association of America and Health In-
surance Association of America by H.
Lewis Reitz, president of the latter:

Insurance company actuaries have devel-
oped estimates that benefits provided under
H.R. 4222 would cost $2.2 billion In 1963, as
compared with the administration's esti-
mate of $1 bUlion. In 1964, with the nursing
home provision available for the entire year,
the total cost would rise to $2.5 billion.. The
administration's estimate Is again $1 billion.
By 1983. the annual cost of HM. 4222 would
be $5.4 billion, while the administration has
estimated that by 1990 the cost wiU reach
only $2.5 billion. The level premium cost of
H.R. 4222 as defined by the social security-
administration are 1.73 percent on a $5,000
taxable earnings base, while the adminis-
tration's estimate is only 0.66 percent.

The administration's statistics were
established by Robert J. Myers, Chief
Actuary of the Social Security Adminis-
tration, on the basis of National Health
Survey reports which include the expe-
rience of the aging population of the
country. The insurance company base is

much more selective. Its tables are
based on the actual claim experience
under Blue Cross-Blue Shield plans. It
estimates hospital costs in 1963 at $37
per diem, while the administration fig-

ure is $32. It includes railroad re-
tirees. H.R. 4222 does not. Mr. Presi-

dent, while there is a question of
choosing which figures we wish to be-
lieve, I am inclined to go the insurance
industry estimates which are, as I said,
based upon the actual claim experience
of insurance companies, as well as Blue
Cross and Blue Shield plans. Long ex-
perience would indicate that this sub-
stantial, actual data is far more reliable
in predicting cost than is unverified data
obtained from household interviews of
limited sample of the aged population
as was used in development of the HEW
estimate.
Following is a breakdown of these over-

all figures to a calculation of what a
worker entering the labor force next
year would pay with and without both
medical tax:

Year
Without With medical
medical care tax
care tax

1963 $174 $201.50
1964 174 20i;60
1965 174 201.50
1966 19S 227. 5t
1967 198 227.60
1968 222 253.50
1969-2007 8,658 9,886.50

Total-. 9,798 11, 199. 50

With respect to the cost of providing
benefits to non-OASI eligibles, I believe
proponents of this amendment to as-
sume a cost of $250 million to provide
coverage to 2.5 million aged people.
They indicate that the net cost of cov-
ering such aged persons would be only
$50 million and that the Government
would derive a savings of some $200 mil-
lion via lesser payments under public
assistance and veterans programs. I be-
lieve these estimates to be totally un-
realistic for the following reasons: I be-
live the estimates are understated be-
cause: First, they understate the number
of aged persons not eligible for either
OASI or railroad retirement benefits;
second, they understate the cost of pro-
viding health benefits to each person eli-

gible under the provision of the amend-
ment; third, they overstate the savings
which the Government would realize un-
der this new public assistance and vet-
erans programs.
With respect to the number of aging

who would be eligible, I believe the pro-
ponents of this amendment derive their
figures as follows: As of January 1964,
there will be 17.9 million aged persons.
Of this number, they say, a quarter of a
million, while not eligible for either so-
cial security or railroad retirement
would be covered under the Federal civil

service governmental health insur-
ance plans. Subtracting this quarter of

a million, they incorrectly arrive at 17.5

million. They then indicate that about
15 millions aged persons are eligible for
either social security or railroad retire-

ment, leaving a remainder of 2.5 million
aged persons who could require health
care benefits to be financed from the
general revenue. According to the So-
cial Security Administration of the De-
partment of Health, Education, and
Welfare, there will be 17.9 million per-
sons at age 65 or over on January 1,

1964. Excluding the quarter of a million
Federal civil servants—even this figure
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may be high—leaves a remainder of

17% million—17.65 million, not 17.5 mil-

lion. According to the same govern-
mental sources, there will be 14.4 million

aging persons eligible for OASI and an
additional quarter of a million of rail-

road retirement benefits not already in-

cluded under OASI. By subtraction

there remains 3 million aged persons not

covered by either OASI or railroad re-

tirement or having benefits by reason

of being Federal civil servants who could

qualify for health care benefits from the

general revenue, as opposed to the pro-

ponents' estimate or 2.5 million.

Proponents also estimate that the cost

of caring for each non-OASI eligible

would be $100. The insurance industry's

detailed actuarial cost estimates includ-

ed in their testimony before the House
Ways and Means Committee last year

in hearings on the King bill indicate the

cost per OASI eligible should be approxi-

mately $141 in 1964. The non-OASI
aged population is, according to Govern-
ment estimates, a significantly higher

age group than is the OASI population.

This being the case, the cost per person

among non-OASI aged should be even
higher than $141. Apart from this, and
using the base cost of $141 per person

with an allowance of 10 percent for the

cost of administering these benefits, the

cost in 1964 for providing health benefits

to the non-OASI eligible population

should approximate $465 million as com-
pared with the amednment proponents
esitmate of $250 million.

Also, I am unable to substantiate the

proponents estimate that this aspect of

the program would result in a savings

of $200 million. It is a reasonable to as-

sume that such an estimate is unduly
optimistic. According to the Social Se-
curity Administration, public assistance

expenditures for general hospital care

for the aged in 1960 totaled $100 million.

Such expenditures were for aged persons
under old age assistance, of which about
one-third are also covered under OASI.
If it is assumed that OASI and non-
OASI public assistance recipients use
hospital care at about the same amount,
then $67 million was expended by both
Federal and State Governments to pro-
vide generaf hospital care in 1960 to the
non-OASI aged. The Federal Govern-
ment's share of this $67 million approxi-
mates $45 million or two-thirds. In
1960, the Veterans' Administration spent
$165 million for general hospital care
for the aged. It should be noted that
the very large majority of veterans are

covered under OASI. The savings to be
derived via this program for the non-
OASI aged is therefore questionable.

Apart from all this, and accepting the
$200 million savings which is, as I have
indicated, very likely too high, I esti-

mate the net cost to the Federal Gov-
ernment for providing health benefits to

the non-OASI population to be $265 mil-

lion in 1964. There is a likelihood that
this figure could well be in excess of one-
third of a billion.

At any rate, we have the situation

where heavier taxes toward financing
this proposed health insurance proposal
plan would be directly imposed only upon
contributors to the social security and

railroad retirement systems. Those per-

sons not covered by either system would
pay no direct contribution, although
nearly all of them would be eligible for a
full range of medical insurance benefits.

The cost of this program for these per-
sons would be financed through appro-
priations from a general fund of the
Treasury. We therefore have such a
situation where persons contributing to-

ward social security or railroad retire-

ment would be paying more than their

fair share for the health insurance plan.

They would pay once through increased
taxes under social security or the rail-

rpad retirement. They would pay again
through general income taxes.

Also, in view of the underestimation of

the cost of the envisaged program by the
Department of Health, Education, and
Welfare, and consequently the under-
estimation of required revenue to finance
the program, the conclusion is inescap-
able that the proposed increase in the
social security tax will only be a first in-
stallment increase. More hikes must oc-
cur.

ANDERSON-JAVITS DOES NOT MEET OLDER
PEOPLES NEEDS

The second fundamental difference the
Kerr-Mills Act and the Anderson-Javits
approach makes, is that the latter would
provide limited services which might, or
might not meet the pressing medical and
financial assistance needs of the patient.
I have already listed specified benefits
under the Javits-Anderson bill.

Many supporters of the King-Ander-
son bill and the Anderson-Javits amend-
ment have an exaggerated idea of what
the measure would provide. For this

reason, it is most important to spell out
some of the services it does not provide.

It does not provide for drugs outside
the hospital or nursing home. Among
those appearing at hearings by the Sen-
ate Special Committee on Aging to voice
concern about medical costs, a high per-
centage were more concerned about the
cost of drugs than any other item. Ad-
mittedly, the cost of some of these life-

saving drugs, which often spell the dif-

ference between almost normal living

and acute illness or death, is great when
they must be taken daily month in and
month out. Often, they represent the
product of advances in medical care
which keep the patient out of an insti-

tution.

When the cost of drugs seriously im-
pairs the ability of older people to meet
their needs, the Kerr-Mills Act—fully

implemented—would provide the help.
Anderson-Javits would do nothing. It

would do nothing, that is, unless the indi-
vidual were taken from his home and
placed in a hospital or nifrsing home un-
necessarily.

This criticism of Anderson-Javits is

reinforced by the fact that the most
common illnesses among our elderly citi-

zens are chronic and acute, best cared
for in the home and not an institution,

medical or surgical. The major in-
gredients in their care are the phy-
sician's skill and drugs or appliances,
not for long institutionalization.

Anderson-Javits would not provide for
physician's services in the home or nurs-
ing home- at all. It would not provide

medical or surgical services by a physi-
cian in the hospital, except in the field

of pathology, radiology, psychiatry and
anesthesiology or certain types of serv-

ices rendered in the hospital by an in-

tern or resident in training under
approved teaching program.

The physician is the key to the quality

of medical services and ultimately the
health of the patient. How the family
physician, the surgeon and other physi-
cians can be excluded from a medical
care program which claims to be ade-
quate is inconceivable. Yet this is what
Anderson-Javits does. The only physi-
cians eligible to provide services under
the bill are those who are captives of

the hospital and who, in effect, work as

its employees in the field of pathology,
radiology, psychiatry and anesthesiology,

or as interns and residents. If it is the
aim of Anderson-Javits to replace the
physician with the hospital corpora-
tion as the person to whom a sick per-
son turns, its provision represents a long
step toward such objectives. It is ques-
tionable whether this is the wish of the
people, including those who, though mis-
understanding, now support the admin-
istration bill.

ANDERSON-JAVITS CONCENTRATES POWER IN
CENTRAL GOVERNMENT

The third major difference between
the present law and the Anderson-
Javits approach revolves around the
question of whether the administration
should be by State and community, as
under the Kerr-Mills Act, or by the
Federal Government. Congress has long
acted on the precedent of grants and
aid to States as the proper governmental
technique in providing services to indi-

vidual citizens who need them. This
principle is inherent in the present law
as set forth in the Kerr-Mills Act.
Adoption of Anderson-Javits would be
in direct violation of this precedent with
most serious implications for the Na-
tion's whole governmental system.

Much more is at stake here than a
simple matter of administrative tech-
niques. The whole doctrine of separa-
tion of governmental powers, as worked
out by the Founding Fathers and re-
affirmed by succeeding generations, is

at issue.

Adoption of the Anderson-Javits ap-
proach would be more than a "foot in

the door" for socialized medicine; it

would be a long step toward the creation
of a new and all-powerful Federal bu-
reaucracy in Washington with a corol-
lary destruction of significant authority
and responsibility by State and local

government.
In the field of health, itself, the pres-

ent participation by the Federal Govern-
ment is limited. If the principles in the
Anderson-Javits bill are accepted, they
could equally apply to public health
measures. If the States are deemed in-

competent in provision of medical care
to individuals in need, why shouldn't
they be deemed incompetent to conduct
administration of public health activ-

ities? The latter much more clearly af-

fect the total population. They far

more certainly cross State lines in their

several implications. Are State and
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local health departments to be replaced
by a Federal health juggernaut?
This question is not confined solely

to health or medical care. In its large
implications, it must be viewed in the
total context of possible changes in

America's Government. There seems to

be a substantial group of people who
want to destroy the traditional division

of powers, replacing them with central-

ized concentration of control far re-

moved from the people.

The Kennedy administration has
given encouragement to this point of

view. Two recent examples should suf-

fice: First, the unsuccessful recommen-
dation that Congress surrender to the

executive its control over taxes; and
second, the unsuccessful effort to in-

crease Federal involvement in local and
State affairs through the proposed
creation of a Department of Urban Af-
fairs and Housing, which would have
responsibility for certain types of activ-

ities in all communities of more than
2,500 population—using definition of

"urban population" used by U.S. Bureau
of the Census.
' The differences between the Kerr-
Mills law and the Anderson-Javits ap-
proach regarding further extension of

Federal control are obvious.
One claim made on behalf of Federal

administration, as under the Anderson-
Javits amendment, which does appeal to

some people, is that it provides all cov-
ered persons with eligibility for the same
benefits. Some disadvantages of such
uniformity, of course, have been cited by
me heretofore.

It should be noted further, however,
that eligibility for services is not the
same as receipt of services. In many
areas of the Nation, especially rural
communities, only part of the services

provided for by the Javits-Anderson
approach are available.

Provision of "on paper" outpatient
hospital clinic services means nothing
if they are not nearby. They are
normally available only in teaching
hospitals.

Corporate "home health services" such
as described in the Javits-Anderson bill

exist in few cities and are virtually im-
possible in small communities. In con-
trast, the Kerr-Mills Act has flexibility

to give those in need the benefits of any
services available in any community.

This difference between the Kerr-
Mills Act and the Anderson-Javits
should be an especially important con-
sideration to people in rural areas as
they try to evaluate the two kinds of
approaches.

Nonetheless it should be admitted
that, while ultimately the States will

probably all fully implement the Kerr-
Mills Act, such action never immediately
follows passage of a grant-in-aid pro-
gram by the Congress. Some States
have not implemented the^ law. Im-
probably, but conceivably, some State
such as Alaska with its average age of
26 and only 2.4 percent of its people
over 65, may never pass it. Others may
prefer to pay the bill themselves without
Federal aid while still meeting the need.

Basically, however, the issue here is

the question of haste versus quality and

equity. Undergirding it is the question
of whether we shall continue to express
confidence in the division of powers
between the States and the Federal
Government.
Much ado has been made over the

provisions now added in the Anderson-
Javits amendment, not present in the
original King-Anderson bill, which would
first, allow the Secretary of Health, Edu-
cation, and Welfare in his discretion, to

designate an agent, such as Blue Cross,

chosen by the provider of services, to
handle the administrative details in the
provider's dealings with the Govern-
ment; and second, allow the patient or
beneficiary the privilege of having the
benefits to which he is entitled under
the bill paid to the provider—the hospi-
tal—by his own private health insurance
organization such as Blue Cross; such or-

ganization would then be reimbursed by
the Government. >

The only result of these provisions is

this: The Secretary of Health, Educa-
tion, and Welfare, in the first instance,
while authorized to enter into agree-
ments with these organizations to handle
certain administrative details and act as
intermediaries between the providers
and the Government, is under no com-
pulsion to do so. Such a relationship,
even if made, is of course under the
strict guidance and control of the Secre-
tary and the Department as it inevitably
must be when solely Federal funds are
being dispensed.

Incidentally, I have in my hand a re-
lease from the American Hospital Asso-
ciation—Blue Cross—which indicates
they are not interested in participating
in this way as mere fiscal agents for a
Government benefit program. The
mere using of Blue Cross or any other
organization, as intermediary, either for
the provider or for the patient benefi-
ciary, confers no increased benefits upon
either. Benefits paid and received
would be the same as they would be if

the patient or hospital were dealing di-
rectly with the Government.

I ask unanimous consent that the re-
lease, dated July 9, 1962, be included in
the Record at this point in my remarks.
The PRESIDING OFFICER (Mr.

Javits in the chair) . Is there objection?
There being no objection, the release

was ordered to be printed in the Record,
as follows:

News Release by American Hospital
Association, July 9, 1962

Chicago, July 8.—The American Hospital
Association today objected to the program
for financing health care of the aged pro-
posed in the Senate as amendments to a
public welfare bill.

Prank S. Groner, chairman of the asso-
ciation's house of delegates and adminis-
trator of the Baptist Hospital, Memphis,
Tenn., issued a critical statement at the
association's headquarters here.

Mr. Groner, immediate past president of
the AHA, said, "The association's house of
delegates at a special meeting last January
voted its opposition to the program for the
health care of the aged in the King-Ander-
sqn bill (H.R. 4222). The amendments pro-
posed by Senator Anderson do not remove
what the association believes are funda-
mental defects of the King-Anderson bill:

(1) administration of the program by the
Social Security Administration; (2) lack of

any test of financial need of the recipients,
and (3) undernnanclng.
"We recognize that Government assistance

Is necessary to enable many retired persons
to obtain needed health care. We believe
that such assistance should go to the Indi-
vidual to aid him or her In purchasing
prepayment through the voluntary system.
The Senate amendments permit the admin-
istration of the program by the Social Secu-
rity Administration. We believe It does not
belong there. The provision In the Senate
amendments for purchase of coverage
through Blue Cross or private Insurance
would make them mere fiscal agents for the
Government benefit program.

"Secondly, we believe that the individual
aged person should receive governmental
financial assistance on a decreasing scale

related to income. We believe that a dig-
nified test of income can be devised so that
the Government provides assistance to in-

dividuals in relationship to their need for

such assistance. The King-Anderson bill

and the Senate amendments provide no such
test.

"Thirdly, as we told the House Ways and
Means Committee in our testimony on the
King-Anderson bill, the program is under-
financed with all the dangers inherent in

such underfinancing.
The changes that the Senate amendments

would make in the King-Anderson bill do
not therefore, In our opinion, overcome its

fundamental defects."

Mr. ALLOTT. Mr. President, note
the case of the patient electing his

"option" to have his private health in-

surance organization act as his interme-
diary. The term "premiums" or "pay-
ment of premiums" are not used in this

connection. Rather than receiving

premium payments for the individuals

it insures, the carrier would be reim-
bursed for the amounts it pays to the
providers of service for the authorized
benefits. The carrier in effect, would
merely be a middleman fiscal agent.

The provision is silent with respect to

any adjustment in premium payments
by the individual for the services which
would be financed by the Government.
Wherein, then, lies the "option"? We
still have a program bestowed upon all,

regardless of need, and financed in the
largest part by the middle and low in-

come groups of the country.
(At this point Mrs. Neuberger took the

chair as Presiding Officer.)

Mr. ALLOTT. I believe that just a
word about the Department which would
be asked to administer this multimillion-
dollar program is also in order. For,
whatever else can be said for the various
programs, I think we all want to be sure
of the best administration possible of

whatever plan is adopted, to insure
maximum benefits from the taxpayers'
dollar. We have had certain practices

brought to our attention during the past
year that, with everything else being
equal, would make me dubious about
saddling the Social Security Administra-
tion with this new, huge program.
My good friend, and able colleague,

the Senator from West Virginia [Mr.
Byrd] has, since becoming chairman of
the District of Columbia Appropriations
Subcommittee, been conducting exten-
sive investigations into the welfare pro-
grams within the District of Columbia.
I have been following the results with
great interest as has the full Appropria-
tions Committee. The final result of
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the investigation of the 5-percent sam-
ple of the aid to dependent children

program disclosed that 66 percent of the
cases were ineligible. The Appropria-
tions Committee, In commenting on
Senator Byrd's findings, in its report on
the fiscal year 1963 HEW appropriations
bill, stated as follows:

This, in the committee's opinion consti-

tutes a shocking waste of Federal and local

funds. The committee has previously been
advised by the Federal agency that ineli-

gibility in the caseloads throughout the
country is estimated to be less than 2 per-
cent. If the situation found to exist in the
District is common to other large cities,

it is estimated that the waste of public
funds would run into the hundreds of mil-
lions of dollars. The committee will expect
the Department to make an all-out effort

to carefully review eligibility . under the
ADC program throughout the country.
This review should include local, State, and
Federal personnel organized into a con-
certed effort to eliminate any abuses of the
program. A full report of the Department's
findings will be expected when the Depart-
ment appears before the committee next
year-

It is incumbent upon the committee to

insist upon a thorough check in view of the
seeming complacency exhibited by Federal,

State, and local community officials, particu-
larly in light of the results disclosed through
the special investigation in the Nation's
Capital.

I shall personally be looking forward
with interest to the requested report,

should it reflect anywhere near the
waste of public and local funds that
would be the case with a national pro-
jection of the facts turned up by Sena-
tor Byrd's investigation. I, ' for one,
could not help but approach, with great
apprehension, the turning over to the
Social Security Administration the great,

new responsibilities it would have under
the Anderson-Javits amendment until

they put their present house in order.

Again, within the Department of
Health, Education, and Welfare, I be-
lieve the public has been shocked by
the revelations of mismanagement and
loose management of the grants research
program of the National Institutes of
Health, which have been brought out
by the Intergovernmental Relations Sub-
committee of the House Committee on
Government Operations, chaired by
Representative L. H. Fountain, of North
Carolina. On April 28, 1962, the Com-
mittee on Government Operations issued
a comprehensive report on the health
research and training grants programs
administered by the National Institutes
of Health. The report was based on
more than 2 years of study by the staff

of the committee's Intergovernmental
Relations Subcommittee and identified
areas of weaknesses in the management
of these programs and made recommen-
dations for corrective action. Public
hearings were held by the Intergovern-
mental Relations Subcommittee on Au-
gust 1 and 2, 1961, in which the Surgeon
General of the Public Health Service and
the Director and other officials of NIH
discussed the committee's recommenda-
tions and NIH's plan for implementing
them.
The subcommittee held public hearings

again on March 28, 29 and 30, 1962, to

review the progress made by NIH in

strengthening the management of this

grant program.
The following is the summary of find-

ings from the first report issued by the

House Committee on Government Oper-
ations on April 28, 1961

:

Summary op Earlier Findings

The committee found that NIH is not
adequately organized to administer the

grant programs with maximum effectiveness.

In particular, NIH has failed to provide for

a meaningful review of the financial require-

ments of research projects as part of the
technical review process. Further, NIH does
not maintain sufficient direct and continu-
ous contact with grantees for the purpose
of determining appropriate levels of continu-
ation support in relation to project accom-
plishments and needs.
At present NIH makes commitments for

the future support of projects in specified

amounts for periods as long as 8 or more
years. Ordinarily, there is no further review
of project requirements during this period,
and the amount of the grant is paid auto-
matically each year upon request. The
grantee, on the other hand, may request sup-
plemental amounts to meet unforeseen proj-
ect expenses. This arrangement, obviously,
is not conducive to the most prudent use of
grant funds.
The present management policies and pro-

cedures are especially unsatisfactory in con-
nection with research grants to commercial
firms and for the support of meetings of
scientific organizations.
The committee noted areas where existing

grant arrangements are not designed to ob-
tain full advantage from the available or po-
tential research resources of educational in-
stitutions. These areas have been identified
and recommendations offered for bringing
such institutions more actively into the na-
tional health research effort.

The committee believes that economies
and greater efficiency can be achieved
through the development of more uniform
policies and procedures in connection with
the many special purpose training programs
supported by NIH.
The committee gave close attention to the

problem of appropriate Federal payment for
the indirect or overhead costs associated with
grant-supported research. The committee
recommended an equitable indirect cost ar-
rangement for the use of all Government
agencies that support research in educational
institutions.

Following this report, in general, the
National Institutes of Health concurred
with the committee's findings and rec-
ommendations made. Both by corre-
spondence and in the hearings held in

' August of 1961 officials of NIH and the
Public Health Service expressed substan-
tial agreement with all but one of the
recommendations and indicated their
intention to take corrective action.

Hearings, as I said, were held by the
subcommittee again on March 28, 29, and
30, 1962, to obtain further information
on the progress of NIH in implementing
the committee's recommendations.
These hearings were concerned prin-
cipally with the administration of re-
search grants. The committee was in-
formed, at that time, that certain actions
had been taken in response to several
of its recommendations. However, it be-
came evident, in the course of the hear-
ings, that NIH had done relatively little

to improve the overall management of
its grant program, since the committee
report of 1961.

The committee, in March, expressed
its particular concern by the continued
absence of sound procedures for deter-
mining the initial and continuing finan-
cial need of grantees. In the House Gov-
ernment Operations Committee report,

issued on June 30, 1962, the committee
expressed its dissatisfaction with the
slow progress which NIH had made to

strengthen the grant programs for health
research. They stated that while NIH
had acted in several areas in response to

the committee's recommendations, rela-

tively little effort had been made to im-
prove the overall management of these
important grant programs. In particu-
lar, the committee pointed out that it

had found no significant improvement
in the inadequate fiscal review of project
requirements on which it reported last

year.
The committee observed that the ade-

quacy of NIH policies and procedures
for insuring the appropriate research
funds was tested earlier this year by
means of a detailed audit of the grants
awarded to Public Service Research, inc.,

a company which had received substan-
tial NIH support. The audit report dis-

closed that the company misused and
profited from grant funds and, in gen-
eral, used a very broad discretion which
NIH allows grantees in expending re-
search money for its own advantage.
The audit also disclosed poor coordina-
tion between NIH and the Public Health
Service, of which NIH is a part. NIH
continued to pay Public Service Re-
search, Inc., the 15-percent indirect cost
allowance on grants after the Public
Health Service had established an in-
direct cost rate of 6.66 percent to the
company in connection with their re-
search contract.
Following completion of the contract,

the Public Health Service permitted the
company to retain Government-owned
equipment for use in connection with
an NIH grant, but made no effort to
ascertain that the equipment was ne-
cessary to the NIH project. Shortly
thereafter, NIH awarded a new grant to

the company, which included funds for

the purpose of equipment similar to

that which the company had already had
in its possession from the completed
Public Health Service contract.
The committee observed further that

the suggestion had been made that the
findings of this audit are not applicable
to most NIH grants, since the grantee
in this instance is a company operating
for profit, while most NIH grants are
made to nonprofit institutions. The
committee stated this reasoning misses
the essential point that under its pres-
ent inadequate administrative arrange-
ment, NIH does not know whether or not
grant funds are expended prudently and
for the intended purposes, and conse-
quently NIH cannot provide reasonable
assurance that the misuse of grants is

not widespread.
The committee went on to say that it

appears that Congress had been over-
zealous in appropriating money for

health research. They said the conclu-
sion is inescapable from a study of NIH's
loose administrative practices that the
pressures for spending increasingly
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larger appropriations has kept NIH from
giving adequate attention to basic man-
agement problems. The committee
stated it expected NIH to give high pri-

ority at this time to attacking the task

of correcting its management deficiencies

and strengthening its capacity for the
effective and efficient operation of these

vital health programs.
Madam President, I have before me

one of the most amazing publications

it has been my lot to come across dur-
ing the number of years in which I have
served in this body. It is the "Research
Grants Index for Fiscal Year 1961," U.S.

Public Health Service, listing the 13,500

projects presently underway in the re-

search grants program of the National
Institutes of Health. I emphasize that
in my observations of, and possible criti-

cism of administration over these various
programs within the Department of

Health, Education, and Welfare, it is cer-

tainly not my intention to import or infer

any degree of partisanship. Many of

these loose practices have been develop-
ing for years over the past two or three
administrations. I believe that Repre-
sentative Fountain's committee, and
Senator Byrd, through his investigation,

have and are doing the country a dis-

tinct service. I applaud them. To me, it

is a logical extension of this concern that
when we come to a juncture such as we
are at today of the weighing of another
multi-million dollar program which will

be administered by the Department of

Health, Education, and Welfare, that
we cannot do other than pause for a
moment and say, "Where are we going?
Should we not put the house we have in

reasonable order, before we consider
further additions?"
When we are asked to give the De-

partment of Health, Education, and Wel-
fare these great additional responsibili-

ties, I believe in light of the revelation
spoken of above, reluctance has sub-
stance. Oh, but you say, Kerr-Mills is

also under the Social Security Admin-
istration and you support it. My answer
is to say, of course I am and I believe
Kerr-Mills has the potential for meeting
our health problems of our elderly, if

given a fair trial. And, I further say,

let's give it that chuice. But you can
also He sure that if instance and evidence
is presented of mismanagemen'; and loose
administration of this program, I shall

be among the first, on the floor of this

body, to criticize the same and ask for

remedial legislation.

Lest we lose the point that I am at-
tempting to make, these instances of

need for serious overhaul of- programs
within the Department of Health, Educa-
tion, and Welfare are not, and would
not, in and of themselves, be sufficient

reason to oppose the social security ap-
proach to our problem of health of our
aging, everything else being equal. But,
I point them out as being just "one more
nail in the coffin" of what I consider to
be the completely wrong approach for
the answer to and the financing of the
problem which all of us certainly are
endeavoring to solve.

BYPASSING OF COMMITTEE CONSIDERATION

Madam President, I should also like

to turn this body's attention briefly to
the undue haste with which we are con-

sidering the proposals under the Ander-
son-Javits amendment. We have not
even had the benefit of a single hearing
on this far-reaching piece of legislation.

S. 909 was introduced early last year, but
no hearings have been held on it. The
Anderson-Javits and other amendments,
of course, were introduced but a few
days ago. Hearings likewise have not
been held on these amendments. Even
were I for this program 100 percent, I

would still be constrained to vote against
this amendment at this time, in view
of the lack of hearings and orderly pro-
cedure and sufficient time to give the full

consideration necessary for intelligent

consideration of this broad new program.
It is inconceivable to me that in this body
we could, in good conscience, take such
hasty action as we are apt to take here
in light of the long-lasting ramifications
of action in this field such as requested.

MAIL CONTENT

Whenever a controversial piece of
legislation, such as the King-Anderson
approach, or as it is now amended, comes
before us our offices are invariably
flooded with mail pro and con. I think
it is a correct generalization to say that
we, as Members of Congress, are often
inundated with "pressure mail" of the
sort instigated and pressed by a single
organization or organizations. Often
this mail takes the form of mimeo-
graphed letters or postcards. All, of
course, with the same message, but
merely with different signatures. This
expression on the part of our constitu-
ency is, of course, important and we are
glad to have it. However, occasionally,
we find an issue which initiates a spon-
taneous outpouring of the feeling of
those we serve without any person or
persons prodding such an expression. I
believe that many in this Chamber will

agree with me that the so-called medi-
care issue is one of these occasions. My
mail from Colorado is, and has been
since the first of the year, running ap-
proximately 90 percent against the ad-
ministration program and 10 percent in
support of it. While these statistics are
noteworthy in themselves, it is even more
interesting to me to read, my mail and
to see that almost all of the letters I am
receiving seem to bear that unmistakable
stamp of personal and deep-seated feel-
ing and sincerity concerning this issue.

Madam President, I ask unanimous
consent to have printed at this point in
the Record a number of what I consider
to be representative letters of the 90
percent or more of which I have received
in opposition to the social security ap-
proach to the problem of medical care
for the aged.

There being no objection, the letters
were ordered to be printed in the Record,
as follows:

Denver, Colo.,
June 25, 1962.

Hon. Gordon Allott,
U.S. Senate, Washington, D.C.
Dear Senator Allott: As a constituent of

yours I wish to express my opposition to the
King-Anderson medicare bill.

I am retired, but feel that this Is not
necessary and do not want to see this bill

passed.

Thank you for your cooperation.
Sincerely,

Dollie E. Davis.

?"ort Collins, Colo.,
June 22, 1962.

Senator Gordon Allott,
V.S. Senate, Washington, D.C.
Dear Senator Allott: May I present my

views on the King-Anderson bill?

As a tax-paying citizen I oppose this bill

because it would increase taxes for the
young wage earners out of proportion to
the benefits received. It is not an insurance
program into which they are paying, but a
tax which they must pay for the benefit of
someone else, and many of those eligible to
receive help do not need it at aU.
As the daughter of a prospective recipient

of this aid I am opposed to this bill, for my
own mother has proved that it is not neces-
sary. She is past 70 years of age and has
been living for several years primarily on her
social security checks with practically no
help from any of her children. She main-
tains her own private health and hospital
insurance, and has never been deprived of
adequate medical care because of lack of
funds. She visits her own doctor when she
is ill—not because she is entitled to care.
All of her children respect her more because
of this; but we know that, given oppor-
tunity to be sick without cost, she would
soon enjoy much poor health. I'm sure
there are many older people of this tem-
perament.
As a registered nurse (I am registered in

Nebraska, not Colorado), I hope that this
biU wUl never inhale Its first breath as law,
because, although I am not know active in
nursing. I know from past experience that
time spent on paper work—recordkeeping,
and the like—is time spent away from the
patient. There is no possible way to carry
out such a program without increasing the
nonnursing duties of qualified nurses or
adding personnel to handle the extra tasks

—

thereby increasing the cost, of course.

As a doctor's wife I am extremely con-
cerned about this bill, for I know that any-
thing that creates resentment In the mind
of a doctor decreases his efficiency as a medi-
cal practitioner. I'm sure you are aware of
the fact that the medical segment of our
population does resent this blU as an in-
fringement upon their rights as members of
our free enterprise system, and perhaps even
more because of its inevitable Infringement
upon the near-sacred doctor-patient rela^
tionship. I will certainly appreciate your
consideration of these statements and I will

greatly appreciate anything that you may do
to keep our Government from adopting King-
Anderson bill as law.

Very sincerely,
Mrs. John H. (Betty) Floyd.

June 18, 1962.

Hon. Gordon L. Allott,
U.S. Senate, Senate Office Building,
Washington, D.C.
Dear Senator Allott: Please count me in

with the persons who are most definitely

and strongly opposed to the King-Anderson
bill.

Personally I have to make a living for
myself and two minor children and every
penny counts. Federal and State taxes cer-
tainly are high enough as they are, and I do
not see any reason why I should take another
cut with increased social security taxes
without any benefit for myself or anybody
else except for the Government and the ad-
ditional Federal employees who will have to
handle matters.

Generally the bill in my and many other
people's opinion, would mean another step
to complete dependence on Washington,
D.C, cutting down our personal freedom
which is supposed to be guaranteed by our
Constitution. We are proud of this freedom,
looking at nations run by dictators, and want
to keep it this way.

Sincerely,
Mrs. Corrine Bykerk.
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Colorado Springs, Colo.,
June 18, 1962.

Dear Senator Allott: I am writing In pro-

test to the King-Anderson Dill. I am In a
position where I know that I will have to

give financial aid to my parents in case of

their illness, but I would much rather do
this and know what it will cost me than to

have medicare attached to social security.

I am sure you are familiar with the social

security schedule for the future, and this

bill would just add to this growth, as I can-
not remember when the Government made
a projected estimate of a project's cost that
wasn't far below the final expense. I do not
want my children paying taxes to keep up
this creeping socialism that has been the
trend in my lifetime.

The Kerr-Mills bill is as close as I want
the Government to get into medicare, as It

is based on need, and this is the way it

should be. I do not want to be forced to pay
for medical care which I do not want.
The Government is in competition with

private business too much as it is and this

is Just another step In that direction.

I am 36, and I have talked to very few
people in my age group who are for this bill.

I am asking that you please vote "no" on
this bill, or any medicare which Is not based
on need and is attached to social security.

Yours truly,
William H. Fray.

Denver, Colo.,
June 19, 1962.

Hon. Gordon Allott,
U.S. Senate,
Senate Office Building,
Washington, D.C.
Dear Senator Allott: As a senior citizen,

one who had not retired and who is not col-

lecting social security payments, one who
is still paying such tax, but who could col-

lect all the wonderful benefits promised us
"oldsters," I wish to explain to you why I

think it is not a good way to solve the prob-
lems of the older people by voting into law
H.R. 4222, the King-Anderson bill.

I definitely feel that the proposed amount
of tax added to the present social security

tax cannot possibly take care of the older

people who will immediately be In need of
hospital care, once H.R. 4222 is passed. I

feel that a much greater percent of our sal-

ary will have to be added to our present
social security tax, after the first year of
experimentation.

Old people have been led to believe that
this is an insurance against sickness, as well
as hospitalization, which it is not; they will

be very bitter when they come to the reali-

zation that it does not pay doctor bills, does
not pay for drugs, unless one is hospitalized,

does not pay the first $90 hospital bill (and
that may be pretty hard for a really poor,

person to raise—and they are supposedly the
ones the bill is supposed to help). What a
jolt to a poor, old, sick, deluded person. The
bill speaks of nurses to visit the homes

—

where are all the nurses? It will be impos-
sible to get enough visiting nurses, and so
a poor old sick person will be on the "wait-
ing list"—another disillusioned soul.

Why not let the law we now have take
care of our older people? It is working well,

and Instead of being a colossal Federal giant
(ready to gobble up the hard working, tax-
paying younger people) it is a sane law, helps
those who really need help, thus is not so
expensive to operate, and not such a bur-
den on the young people, who will be paying
enormous bills which will be incurred if

H.R. 4222 should be passed.

I ask that you think of the effect the
passing of the King-Anderson bill will have
on future generations, how will the terrific

payments be paid if, by any chance, there
should be a depression and payrolls should

shrink appreciably. So many, many things
to think about—le\'s not be in such a
hurry—there Is plenty of time to work things
out so that all win be benefited, and at not
such a high price. Youth Is always in a
hurry—impatient; age says "let us think
tilings through before acting.'* Let's think
things through and use what we have until

a better plan can be worked out, which is

not the King-Anderson bill.

Respectfully,
Grace Isbel.

Denver, Colo.,
June 21, 1962.

Representative Mills,
Chairman, House Ways and Means Commit-

tee, House of Representatives, Washing-
ton, D.C.

Dear Sir: When you are considering pro-
posing any sort of medical care program for
the elderly, will you please ponder my plight
and my reactions to such a program?

I am 73 years old, permanently bedridden
from a progressive central nervous system
disease. I have a brother 71 who has been
crippled the major portion of his life. My
husband was incapacitated and partially

bedridden for the major portion of his life

after retirement, because of a cerebral hem-
orrhage.
Now we have always been of the average

income group; my husband was a stereotyper
for the Denver Post; we have raised a daugh-
ter, purchased two homes. Now, in our de-
clining years we have a limited Income, a
total for both my brother and myself of
$1,500 from the rent of apartments in the
home in which we reside, plus our social-

security payments of $40 for my brother and
$60 for myself as a widow. (Approximately
these figures. Annually, roughly $2,700 for
all expenses.)

The point I wish to make is this: We do
not wish any medical care program tied to a
social security program. If we, with this
type of major illness and with our limited
income, can, through a reasonable program
of thrift and saving, plus a willingness to
exclude frills from our lives because we can't
really afford them, then anyone can do the
same; can afford to pay the fees for the Blue
Cross program, so can other oldsters. I have
no objection to people being given assistance
when, through absolutely no fault of then-
own, they have some catastrophe and require
outside assistance. But to tax this and fu-
ture generations to pay the expenses of thou-
sands of people who, despite good financial
times of the past 20 years, have failed to pro-
vide for themselves, is unthinkable.

It is highly possible, of course, that with
these extremely wealthy people, the $12 or
$14 extra a year deducted from the paychecks
of the currently employed would mean so
little that they ignore it; $14 buys my grand-
son seven pairs of sneakers each year, or my
granddaughter two pairs of school shoes.
Why should this younger generation and
their children be saddled with the responsi-
bility of care for people who have never seen
fit to take care of themselves? Let the local
units assume the responsibility for any spe-
cial programs and keep this away from social
security. After all, hardly anyone could
have any more medical expenses than we do
(medicine alone runs nearly $40 a month),
and If we feel we can manage adequately
without it, surely others can, too. It's mere-
ly a matter of doing for yourself first.

Certainly those of you who have the future
of this country In your hands should take a
long look. If you keep the Government out
of our affairs, control spending, and exercise
some caution, then we would probably be
left enough money to afford our own welfare
program on an individual level. As a former
Democratic committeewoman for Denver
precinct, I am absolutely against this, and I

am going to change my registration if this
trend in the Democratic Party toward such
irresponsibility continues.

Emily Johnson.

Fort Collins, Colo.,
June 17, 1962.

Dear Senator: I want to express my feel-

ings against the King-Anderson bill.

I believe this Is only a step away from
socialized medicine, and does not really take
care of the problems for all the people who
may need help.

I am a registered nurse and "know the need
of a great many people. I feel this should
be handled by the States and counties. It

Is closer to the ones who should be more
responsible for their families.

Sincerely,
Phyllis Wolpe.

P.S.—I am mailing a copy to Senator John
Carroll.

Colorado Academy op
General Practice,

Sterling, Colo., June 5, 1962.
Hon. Gordon Allott,
U.S. Senator,
Washington, D.C.
Dear Senator Allott: On behalf of the

Colorado Academy of General Practice, which
numbers 339 members, I want to con-
gratulate you on the fine representation you
have provided for our State in the delibera-
tive bodies of our National Assemblies. We
believe In your good sense of fair play and
unbiased judgment, even when we have dis-
agreed with you.
Today, I would like to bring you some of

our thoughts on the current King-Anderson
bill. I am sure that by this time you have
reviewed all of the theatrical pros and
cons of this measure. Perhaps we can give
you facts on some actual case histories in
our files to show you factually how third

-

party interference does not bring the best
medical care to our aged population.
This is the case of a 70-year-old lady

afflicted with an inoperable brain tumor.
This tragically ill lady had deteriorated to
such a state that the only means of merci-
fully treating her was by a small feeding
tube passed through her mouth into her
stomach. This lady was In a hospital and
the attending physician felt that high
protein, high caloric liquids passed through
this tube were the minimal necessities of
care for her. When she was transferred to
a nursing home, the attending physician
ordered this type of feeding continued for
her. However, the nurses from the nursing
home called to inform him that they could
not use this type of feeding for her because
the high caloric, high protein liquid used
to feed her through the small tube was not
approved by the State welfare department.
Her attending physician immediately sought
to have this food approved for her use. After
many calls to the welfare department peo-
ple, and after explaining her care in detail
to them, his request to have . this food
furnished for her was denied.

Let us bring to your attention some of the
economic wastes found in the decisions of
a board which takes the prescription of
medicines out of the attending physicians
hands. Frequently we use a vitamin-
hormone supplement for the elderly patient.
They usually eat poorly and need additional
vitamins, and this hormone helps prevent
the wasting of their bony structure. The
only preparation of this kind "approved"
by the welfare board Is a three-a-day ex-
pensive capsule. The same results can be
accomplished by a one-a-day capsule at ap-
proximately half the cost, and obviously
one-third the dosage.

All communities in the United States are
attempting to prevent over-utilization of the
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available hospital space. Our methods to
accomplish the best utilization of bed space
is to discharge patients as soon as they are

able to leave the hospital. Once again we
can show you how third party interference

in the traditional doctor-patient care not
only causes overutllizatlon of hospital beds,

but also takes control of the patient out of

the hands of the doctor

In this State when it Is time to discharge
an elderly patient, who is on welfare, from
the hospital Into a nursing home, the family
usually calls the welfare department to com-
plete the arrangements. Time after time
the family Is told by the welfare worker
that the person is entitled to 30 days of

hospitalization and there is no hurry to get

her into a nursing home. Obviously the
doctor has lost his patient control, money
has been unnecessarily spent on hospitaliza-

tion, and a hospital bed has been occupied
longer than necessary.

These are just a few of the actual case

histories which could be related to show
how bureaus are a step toward poor medical
care. And, I might remind you these are

facts from a State which is supposed to have
one of the better old age welfare plans. The
thing that we American Academy of General
Practice members, and the thing that we
know you feel is most important is good,
compassionate medical care for our senior

citizens.

We would like to reiterate that we feel

such legislation as the King-Anderson bill

has the same and probably more inherent
weaknesses which lead to third party inter-

ference in the care of patients than does a
limited State plan such as we have in Colo-

rado. Would you like to read these case

histories as those of your parents or grand-
parents? We invite your thoughtful con-
sideration of these facts and depend upon
your considered Judgment.

Very sincerely yours,
Kenneth H. Beebe,

Executive Secretary.

Denver, Colo.,
July 3, 1962.

Hon. Gordon Allott,
Old Senate Office Building,
Washington, D.C.

Dear Senator Allott: I am asking that
you do not support President Kennedy's
so-called medicare bill or King-Anderson
bill. It seems the only thing it can do is

work a hardship on us who are already on
social security. After all it seems to us if

there is funds to cover those who have
never paid anything into social security at
any time, those funds should be given to
the ones who are drawing social security at
present. Many are like us. My husband
paid in to it ever since it began and now
when his health is broken and he can't
work at anything even though his age is 68
we have to get along on $119 which is his
social security. I would like to see any of
the ones who dream up these fantastic ideas
get along on what they call social security.

We are both in poor health and our drug bill

each month is a staggering amount, a cut
in all drug prices would help everyone. I
hope you will give this your best thoughts
by not supporting it. America does not
need socialized medicine, it has not worked
elsewhere either.

Yours truly,

Mrs. A. W. Blake.

Greeley, Colo.,
June 29, 1962.

Dear Senators Gordon Allott and John
Carroll, and Hon. Peter Dominick: Mr. Bist-
line and I are against the King-Anderson
bill. We would like to be independent of a

set organization governing medical and wel-
fare plans.

Because of health my husband retired last
October from his Union Pacific railroad
crossing watchman's work on York Street In
Denver. He is 71 and I am 56 so he gets
$108.80 for 19 years of railroad service and
$47 social security. We decided last fall

that we should stay with the Employees
Hospital Association. The two above in-
comes come once a month. As a pensioner
Mr. Bistline pays $30 a quarter to the hos-
pital association and $10 a year for union
dues.
The pensioners' treatment benefits are

allowed If and when treatment be given by
doctors who are on the staff of that associ-
ation; and association doctors In the associ-
ation hospitals. The bills for care by doctors
who are not on the staff of this association
will not be honored.
There are times Mr. Bistline would like

to select his own doctor in Greeley. The
nearest association hospital is in Denver.
Who wants to go to Denver away from home
and relatives when we have a good one in
Greeley? It would cost me to run the car
to Denver If he was a patient there. I could
use the railroad pass and take all day for
one visit in the afternoon. There would be
street bus and taxi fares to consider in
Denver.
We are thinking seriously of dropping the

above plan and stay with the Colorado Blue
Cross-Blue Shield series 9, standard A plan
so we can have the freedom of selecting our
own doctor and hospital. The plan Is cover-
ing both of us and we have carried it for
some time.

Yours truly,

Mabel Bistline.
Andrew J. Bistline.

Monte Vista, Colo.,
June 16, 1962.

Senator Gordon Allott.,

Washington, D.C.

Dear Sir: I am writing to ask you to use
your influence against the King-Anderson
medical bill. I am under social security and
in case of sickness might get help under
such a bill but I am very much opposed to
It. I have three sons who are paying social

security tax and one who is in business
and would have to pay the higher tax for
himself and also his share for the men work-
ing for him. And there are many more like

them; younger people raising their families,

and it is unfair for them to have to pay the
higher tax and especially as many people
(as I understand it) who do not need the
help would profit by it. And, too, many
who are not under social security and really

need the help would not be included. So I

ask again will you please oppose this bill.

Yours truly,

Mrs. Lotris Bockhases

Denver, Colo.,
July 6, 1962.

Hon. Gordon Allott,
Senate Office Building,
Washington, D.C:
Anderson-Javits amendment to H.B. 10606

is unacceptable. Colorado would have less

than 300 beds for our pensioners in nursing
homes under this amendment.

Representative Lkla S. Gilbert.

Denver, Colo.,
June 29, 1962.

Hon. Gordon Allott,
Senate Office Building,
Washington, D.C:
Revised version King-Anderson still un-

acceptable, 6trongly urge your opposition.
H. Virgil Davis,

Democratic Committeeman.

Denver, Colo.,
July 7, 1962.

Hon. Gordon Allott,
V.S. Senate,
Washington, D.C:
Anderson-Javits amendment to HR. 10606

unsatisfactory because of effect on private
enterprise and Colorado pension plan.

Representative Bert A. Gallegos.

Denver, Colo.., July 6, 1962.
Senator Gordon Allott,
Washington, D.C:
Anderson-Javits amendment to HR. 10606

absolutely deplorable. Definition for nurs-
ing home a farce. Would cover only 17 of
the 165 licensed homes in Colorado and rep-
resent only 270 of 5,874 beds. Requirement
for hospital affiliation or common control
and Government contract serious infringe-
ment on free enterprise system, hamper
Colorado's pension program and is no critera
for excellence.

Board of Directors, Colorado Nursing
Home Association: H. Virgil Davis,
President, Denver; Helen R. Douthlt,
Denver; Edith Wilson, Canon City;
Howard Drayer, Lakewood; Vesta Bow-
den, Aurora; Gomer OTDell, Lamar;
Doris Schwarz, Delta; Donald King,
Boulder; Ingebord Tim, Grand Junc-
tion.

Glenwood Springs, Colo.,
July 3, 1962.

Hon. Gordon Allott,
Senator from Colorado, Senate Office Build-

ing, Washington, D.C
Dear Senator: We are opposed to the

King-Anderson medical bill, and urge you
to vote against It.

We are over 65 years of age, and would
benefit if this bill became a law; but we can
see no reason why younger people should be
taxed to pay our hospital expense, when we
are able to pay our own.

Yours very truly,

George A. McKtnlet.
Olga M. McKinley.

Mr. ALLOTT. Madam President,
what is most reassuring to me is the
large number of our aged population
within my State who indicate they rec-
ognize the real meaning and end result
behind the administration's proposal
and thus realizing the same oppose them.
This is doubly reassuring when we con-
sider the lengths to which the present
adrriinistration has gone to ballyhoo,
publicize, and give the full Madison Ave-
nue treatment to their program. I, for
one, believe that the response to these
pressure tactics, both in my State and
throughout the Nation, is a testimonial
to the wisdom and understanding of the
individual voter in our country on an
issue truly important to the welfare of
the entire nation.

Madam President, I wish to comment
particularly on one of the .messages
which I have just placed in the Record.
It is from Denver, Colo., is addressed to
me, and reads as follows:

Anderson-Javits amendment to H.R. 10606
is unacceptable. Colorado would have less

than 300 beds for our pensioners in nursing,
homes under this amendment.

Representative Lela S. Gilbert.

I have called special attention to this
telegram because Mrs. Gilbert is an able
legislator in our State and also because
she is not a member of my party. She
would be shocked if she were accused of
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being a member of my party. Mrs. Gil-
bert is an outstanding member of the
Democratic Party in my State, and I

think her interest in the -whole field of
social welfare is sufficient to give great
weight to what she has said.

In addition, I have already called at-
tention, a few days ago, to a poll con-
ducted by radio station KOSI, in Denver.
KOSI took the President's challenge and
ran a series of statements pro and con in
order to stimulate public interest. The
listeners were then invited to call the
station and register an opinion on the
proposal.
Madam President, I ask unanimous

consent to have printed at this point in
the Record a letter addressed to me un-
der date of June 8, 1962, by Mr. W. L.
Armstrong, managing director of KOSI,
giving the details of how the poll was
taken and what was done with the
results.

There being no objection, the letter

was ordered to be printed in the Record,
as follows:

Denver, Colo., June S, 1962.
Hon. Gordon Allott,
Senate Office Building,
Washington, D.C.
Dear Senator Allott : As you know, KOSI

has been extremely Interested In the King-
Anderson bill, which Is now pending before
Congress. We have felt that the public has
not been very weU advised as to the merits
and drawbacks of this proposal, and, in an
effort to stimulate public enthusiasm for the
close scrutiny of the bill, we have set out to
broadcast a series of statements, both pro
and con, regarding the legislation, and asked
our listeners to call us at KOSI public
opinion poll headquarters where we set up
a battery of telephone operators to receive
calls from listeners expressing themselves
either for or against the legislation.

It occurred to me that you will be inter-
ested in the results of the poll. During 4
days our operators (pledged to keep the tally
honestly and acurately and supervised by
station personnel) answered 6,397 phone
calls and reported the following:

Calls Percent
For 881 13.

7

Against 5, 516 86. 3

Total 6, 397 100.

We, of course, maintain an absolutely im-
partial position on the bill and attempted
to present both sides of the case in the
various statements which were broadcast
by speakers favoring and opposing the legis-
lation. While we do not think that this
public opinion sample is necessarily scien-
tific nor projectable to the State of Colorado
as a whole, we do believe that it has some
meaning. Certainly the mere fact that so
many people took the trouble to express
themselves on the issue indicates the im-
portance of it to the public.
We hope this information will be of inter-

est and useful to you.
Respectfully submitted.

W. L. Armstrong,
Managing Director, KOSI.

Mr. ALLOTT. Madam President, out
of a total of. 6,397 replies to this im-
partial program, 86.3 percent responded
against the so-called medicare approach.

SUMMARY
In this rather long and somewhat de-

tailed discussion, I have endeavored to
cover as many aspects as possible of the
very urgent and complex problem facing
us today. It is certainly not a new

problem, but one that has long, and in
many forms, been before us.

The legislation before us today is not
a new concept in the field of medical
care for the aged. Actually, this is just
the latest in a long series of legislative

proposals which have been advanced
over the years to establish, m one form
or another, a system of compulsory
health insurance at the Federal level.

During the late 1930's and the early
1940's, a series of bills sponsored by Sen-
ators Murray and Wagner, and Congress-
man Dingell received considerable atten-
tion. These bills would have set up a
national, compulsory health insurance
system, financed by taxes on salaries and
wages, under which benefits would be
provided for persons of all ages. These
original proposals and their resultant
progeny died in congressional commit-
tees in 1943.

Slightly altered, they were next intro-
duced in 1945 under the guiding hand
of President Truman. Again the meas-
ures were killed, and in 1947 were killed

again.
In 1947, Representative Aime Forand

introduced his bill which too would add
medical benefits to the Social Security
Act for anyone eligible for social security.
The bill was, admittedly, the forerun-
ner of the bill, an amendment to which
we are discussing today, which was first

introduced by the then Senator John F.
Kennedy.
Then, in 1960, the Kerr-Mills Act,

which cares for our aged with medical
problems today, became effective. This
action was taken only about 20 months
ago; yet, even now, its critics are saying
it is totally inadequate. Such astute-
ness and farsightedness is highly com-
mendable and certainly to be envied.
I would hope that just such astuteness
and analytical prowess could also be
focused on the measures now being pro-
posed, and that no longer will it be im-
plied that simply by enacting medical
care legislation financed through social
security, all the physical ills and finan-
cial problems of a suffering humanity
can be cured. However, I seriously doubt
that such a miracle of clairvoyance will

be unfolded before us in connection with
the legislation we are considering here.
At any rate, compulsory health insur-

ance programs have a long history of
rejection, going back to the 76th Con-
gress. Virtually each succeeding Con-
gress since 1939 has studied and con-
sidered such legislation and, obviously
heavily influenced by that same public
opinion, has rejected such an approach.
On the other hand, Madam President,

only seldom in history have the Halls
of Congress resounded with such unani-
mity on any major legislative measure,
as was afforded the Kerr-Mills Act in
1960.
In the House of Representatives, Kerr-

Mills was passed by a rollcall vote
of 381 to 23. Later in that same session,
and sponsored by the distinguished
Senator from Oklahoma [Mr. Kerr],
the Senate passed an amended version
of H.R. 12580 by a yea-and-nay vote of
91 to 2. The House later, by a rollcall

vote of 369 to 17, agreed to a conference
report which incorporated virtually all

the Senate changes. I might interpolate
that a little of this same spirit of coop-
eration could be used right now in con-
nection with certain appropriation mat-
ters. But, back to the matter at hand,
after accepting the conference report,
the House returned Kerr-Mills back
to the Senate, which approved it by a
yea-and-nay vote of 74 to 11.

Thus, a program by which medical
care for the aged could be provided on
the sound basis of need was adopted.

But;—and again I must repeal;—it is

now only 20 months later; and without
even giving all our States an opportunity
to adopt Kerr-Mills, a plan is now
proposed that woul 1

. ultimately scrap the
approach of Kerr-Mills to this prob-
lem, retire it into antiquity, and replace
it with legislation that could lead the
economy of this Nation further down a
road leading ultimately to a welfare
state.

Because of this the flashing yellow
light of "caution" is no longer a proper
warning signal for our economic path.
We must replace it with the alarming
steady glow of the red "stop" signal.
Because with every such advance onto
the fringes of the welfare state, the indi-
vidual's ability to take care of his own
problems <hminishes, and his incentive
to go to the government increases.
Protagonists of legislation that would
further encroach on individual initiative,

consciously or not, are moving us toward
a system which would inevitably lead us
into an era where there will be a public
sector to our economy and that is alL
In the light of the past history of leg-

islation calling for any such a compul-
sory health insurance program as we are
discussing today, and the very vehement
opposition that has been expressed by so
many to such legislation—to me, it seems
somewhat presumptious for us to even
be here discussing such a measure. My
mail, from Colorado has been running
over 9 to 1 against any such compulsory
program. And, while Colorado is cer-
tainly not among the most heavily popu-
lated areas of this Nation, by reason of
our geography and economy, we do offer
a good "cross-section" of the people of
this Nation. This mail is enlightening
in two respects. First, it is not mail
that has been created by any so-called
"pressure group." As my colleagues here
know, it is extremely easy to detect this
type of mail. Second, by far the greater
portion of this mail reflects a distinct
and surprisingly well-thought-out opin-
ion opposing the financing of any such
program through social security.
As a matter of fact, a very large por-

tion of the letters I have received express
very clearly and succinctly that the writ-
er is opposed to this legislation primarily
because of the proposal to be so financed.

Still another factor with reference to
this mail bears mentioning here. It is

well known that the volume of our mail
picked up rather considerably immedi-
ately following the television show ema-
nating from Madison Square Garden in
which the President participated. Mail
from my constituents in opposition to
any social security financed program of
compulsory health insurance did increase
rather sharply. It cannot be said that
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the American Medical Association show
which followed almost immediately had
any great influence on this mail, because
the American Medical Association show
was carried in Colorado on a 12-day de-
lay basis. It was not shown in Colo-
rado until 5 p.m., mountain standard
time, on June 2.

As a matter of fact, during that 12-

day lapse between the shows, my mail in
opposition to the administration's medi-
cal care proposals reached perhaps its

highest peak.
So I simply cannot subscribe to any

theory that the interest in Colorado and
the opposition mail from Colorado were
generated by any side-show tactics.

In the State of Colorado, during mid-
1961 a public opinion survey was con-
ducted by Research Services Inc. for the
Colorado State Medical Society. This
opinion survey was conducted statewide,
over a period of several weeks. No
marked line of political partisanship was
reflected in the public opinion. Eighty
percent of the Coloradoans contacted
favored some form of medical care for

people 65 or over. But the same ones
voted 2 to 1 against any compulsory pro-
gram which would include all aged per-
sons, regardless of need. In effect, the
survey showed that the people of Colo-
rado favored a medical plan for the aged,
provided that "those who can will

shoulder their own load". As the statis-

tics on my mail will indicate, this feel-

ing has evidently increased, rather than
diminished in the following months.

Let me refer again, for just a moment,
to the Kerr-Mills Act. By far the most
prevalent argument we have heard
against the Kerr-Mills Act have been
based on scornful references to a "pau-
pers oath". The "means test" required
by the Kerr-Mills Act is referred to as
an "undignified" invasion of privacy.
Two or three generations ago, persons
with even a reasonable income made con-
certed objection to an "invasion" of their
privacy, in voicing their objections to an
income tax, with its resultant forms.
Is it any more unreasonable or an in-

vasion of privacy for people who deserve,
and should receive, help for medical care,

to make a statement of their resources,
than for others to file an income tax
form? I think not.
The "means test" is not deserving of

such censure. Most States, which have
accepted the Kerr-Mills Act approach
to the medical-care problem, permit all

relief recipients to obtain and retain a
helpful amount of property, Any action
to recover ahy funds paid out must be
delayed until such time as the recipient
is deceased.

Mr. Kennedy, himself, has admitted
that under the present proposals to
provide medical care, even a millionaire
could receive Government-paid medical
care, provided he was 65 or over. Mr.
Kennedy once commented that he was
sure that a millionaire would not mind
paying the small social security tax, in
order to avail himself of this privilege.

Perhaps the millionaire would not mind
paying the small tax, Mr. President; but
there are many of us of much more mod-
est means who do object to paying such

a tax in order that the millionaire may
have the privilege of paying the tax and
receiving the benefit when no need
exists.

Yes, Madam President, my constitu-
ents in Colorado have made it quite clear
to me that they want no part of any
compulsory plan for health insurance
without regard for need. I would be
derelict in the fulfillment of my duty to
my people and to my State if I did not
listen, and listen carefully and well; and
I cannot believe that the people of Col-
orado are alone in their almost unani-
mous opposition to social security fi-

nanced medical-care legislation. For
this reason, it is difficult for me to under-
stand how this legislative body can even
consider such a proposal as the one we
have before us today, unless, we, too, are
now willing to subscribe to the theory
that this Government knows best what
our people "need," and, unless we are
no longer interested in what they
"want."
The ultimate and universally desired

solution to this problem can be achieved
only when each segment of our economy
and government lays aside deep-seated
prejudices and works side by side, un-
selfishly and unstintingly, toward a solu-
tion of the problem of providing, not
just adequate, but the best medical care
for our aged, when and where they are
unable to provide it for themselves.

Businss and labor must certainly be
aware that their retirement regulations
are archaic and antiquated by today's
medical standards. They must also rec-
ognize that their personnel recruiting
standards are no longer realistic. Devel-
opments over the past 20 years in the
field of medical arts have slowed down
the aging process and have added years
to the life expectancy and working effi-

ciency of mankind. Yet neither business
nor labor has changed to any great ex-
tent its retirement programs, to make
them coincide with these great strides in
medical science. Workers are still being
retired when they reach 60 or 65, simply
because they have reached that age,
without giving any consideration to their
efficiency or their continued skills. Qual-
ified workers of 40 years of age or more
still have difficulty in obtaining employ-
ment.
Madam President, the Government

must be prepared to provide the neces-
sary funds, under a fiscally sound ap-
proach, to assure our aged people that
they will have available, when needed,
the best possible medical care that can
be obtained.

Until such time as these segments of
economy and government arrive at a
point where this solution is possible, I

sincerely believe that the Kerr-Mills Act
is the best vehicle by which our aged can
be assured that we care and that we
want to see that they have available
every possible financial aid to cover their
medical needs.
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PUBLIC WELFARE AMENDMENTS OP
1962

The Senate resumed the considera-
tion of the bill (H.R. 10606) to extend
and improve the public assistance and
child welfare services programs of the
Social Security Act, and for other pur-
poses.
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Mr. CARLSON. Madam President,

the Senate Finance Committee, after ex-
tended hearings, reported to the Senate
the Public Welfare Amendments of 1962

(H.R. 10606) which Is now before the
Senate for consideration.
This bill, as reported by the Senate

Finance Committee, if approved by the
Senate and accepted by the House of

Representatives, would greatly extend
and improve the public assistance and
child welfare service programs of the
Social Security Act.

The Senate Finance Committee heard
much testimony in behalf of this legis-

lation from the Secretary of Health,
Education, and Welfare, representatives
of State boards of social welfare, and pri-

vate groups and individuals. In my opin-
ion, it is one of the most forward-looking
steps taken in our social security pro-
gram since its inception.

Many of the amendments adopted and
approved in this bill are the result of ex-
perience in dealing with our social se-

curity problems.

Now sudden consideration by the U.S.

Senate of a compromise program on
hospital care for the aged threatens to
short-circuit the usual committee pro-
cedures of the Senate and endanger en-
actment of HR. 10606.

1 think it is the consensus of opinion
of everyone who has worked on this

problem and is familiar with the legis-

lative procedures, that the pending An-
derson amendment will not be enacted
into law in this Congress. I would re-
gret to see an amendment added to H.R.
10606 that would endanger enactment
of the bill this year.

Personally, I feel that our aged need
medical care and regret that we in the
Senate are confronted with a bill that
has not had public hearings and thor-
ough study by the Senate Finance Com-
mittee.

As a matter of fact, the Anderson
amendment as pending before the Sen-
ate, is a combination of several proposals
for medical care for the aged and is not
the original King-Anderson bill.

The new measure adds four features to
the administration-endorsed King-An-
derson bill.

One would blanket in an estimated
2V2 million persons not covered by social
security. No contribution is asked from
those who would receive this windfall
and the new benefits would be paid to
the wealthy as well as the needy.

Another change would permit a highly
desirable option under which benefits
could be used to pay premiums on private
health insurance. This would not, how-
ever, change the compulsory nature of
the tax.

The bill also would embody other
changes which might or might not safe-
guard the present trust fund and give
State or private agencies a role in ad-
ministration.

This proposal would be costly in many
respects. It seems to me that this is not
ihe time to advocate a substantial addi-
tion to the social security payroll tax,
when our Nation is in an economic reces-
sion and organized labor, as well as busi-
ness is calling for a Federal tax cut.

Madam President, one of the favorite
topics of conversation today is the pros-
pect of a reduction in personal and cor-
porate income taxes. As I stated, some
leaders of business and labor favor this

course. And what is even more surpris-
ing, a number of Government officials

do likewise. Fearless of the political

consequences, these gentlemen argue
that tax cuts would pump a much-
needed supply of plasma into our ailing

national economy.
The American taxpayer can hardly be-

lieve his ears, but as a man who already
contributes a third of his income to the
tax collectors at all levels of govern-
ment, the idea is most appealing.
Tax increases are not new to him.

In fact, every time he turns around it

seems that some duly constituted au-
thority is asking him to dig a little deep-
er and a tax cut is more than he had
dared hope for.

Not that the taxpayer is completely
deluded. He realizes that no tax cut
has yet developed. He is aware that this
may only be a mirage shimmering in
the heat of an election year, but it is

the most appealing mirage in town.
Personally, Madam President, I hap-

pen to think the taxpayer is long over-
due for a break, and I would like to see
him get one. But a peculiar thing is

happening; the very people who talk
tax cuts in one breath propose tax in-
creases in the next.
While the pending Anderson amend-

ment is so written that no one could
draw any benefits before January 1, 1964,
the higher taxes to pay for the program
would start January 1, 1963.

Under the proposal, persons 65 or
older would receive hospital and home
health services beginning January 1,

1964, and nursing-home benefits the fol-

lowing July 1.

The bill would make the social security
tax apply to the first $5,200 a year a per-
son earns instead of the first $4,800. The
tax base would be increased next year.
In 1964 an extra one-fourth of 1 per-
cent would be tacked to the regular so-
cial security tax scale to finance the
health benefits. With periodic rate
boosts already booked by Congress to
support the main social security pension
program, the total payroll tax for ordi-
nary workers, after January 1, 1968,
would be 4y8 percent on the first $5,200
earned each year.
Now, that is a maximum of $253.50 a

year, of which $31.50 would go for the
health program as now envisioned.
Personally, I feel that the cost will go
higher.

For self-employed, the total social se-
curity levy would climb to 7?io percent
in 1968. That is a maximum of $379.60
a year, including $48.40 for medicare.
In addition, money would be taken out

of the General Treasury to extend health
care to people past 65 who cannot qualify
for social security benefits under present
rules. It is estimated that the net cost
of this, as proposed in the amendment,
would be $50 million for the first year,
1964.

Extending benefits to these 2V2 mil-
lion persons is one of the main features
of the compromise bilL

As I read the bill, persons reaching 65
before 1967 automatically would be
deemed eligible for social security health
benefits, even though they could not get
monthly checks. A person becoming 65
in 1967 could draw health benefits if he
worked on jobs covered by social secu-
rity for at least six quarters, about 18
months. This requirement would in-
crease by 9 months each year, so that
by 1972 the same yardstick would apply
to everybody.
The amendment states that only nurs-

ing homes affiliated with hospitals could
take part in the program. This, in my
opinion, is a serious flaw in the amend-
ment, in that large rural sections of this

Nation would receive no benefits from
this amendment, because few nursing
homes in rural areas have hospital con-
nections. In other words, this is a "city

bill."

It is my purpose to discuss more fully

and thoroughly the proposed increases
in social security taxes.

The Members of this body well know
social security taxes are already sched-
uled to reach 9% percent by 1968, re-
gardless of whether or not the pending
amendment becomes law, but these pres-
ently scheduled increases apply to a tax-
able base of $4,800—not $5,200.
One and a half percent of the sched-

uled increases have yet to come into ef-

fect, but will do so at the intervals pre-
scribed under the present law. Under
the present proposal, that 1% percent
would also be levied on a $5,200 taxable
base.
So this is really a double tax, for it not

only increases the percentage taken from
payroll, but it increases the amount of

income subject to the tax.
This is not an unimportant point, Mr.

President.
Suppose we take a worker earning

$6,000 a year today. He pays $150 a
year in social security taxes, and his
employer pays an equal amount. By
1968, the scheduled increases will bring
the amount of his tax to $222. Once
more, his employer will match that
amount.
Add the one-quarter of 1 percent for

employer and employee called for under
the pending amendment, and the addi-
tion seems minor; but increase the wage
base from $4,800 to $5,200, and apply the
full tax required to pay for both old-age
benefits and health care, and we wind
up with both employer and employee
paying $253.50 by 1968.

In terms of the self-employed, today
they pay $225.60 on $4,800, and would
pay $331.20 by 1968 under the present
law. Add the increase the amendment
proposes, and raise the tax base to $5,200
and the self-employed person will pay
$379.60.
Thus, the effect of passing the pend-

ing amendment would be to increase by
69 percent the amount paid by employers
and employees in the next 6 years—and
by 68 percent the amount paid by the
self-employed.

I submit, Madam President, that a tax
increase of this magnitude should not be
considered in offhand fashion. It
should have thorough and full commit-
tee consideration before being presented
to the Senate.
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We have had no hearings on this far-

reaching measure—we appear to have
disregarded the right of the House to

initiate tax legislation—and we seem to

be totally disinterested in the fact that

similar legislation is now being consid-

ered by the Ways and Means Committee
after extensive hearings.

This is neither proper procedure nor
wise procedure. It little serves the de-

liberative function of this body.

We are urged to make haste when no
person aged 65 or more would receive a
single benefit under the Anderson
amendment until 1964, when it would
take effect.

We are urged to accept—without ques-

tion—the contention of the amend-
ment's supporters that the need of this

age group is so pressing that everyone
must have a program because some may
need it.

We are asked to approve a heavy tax
increase on the working people of the
Nation in order to provide health bene-
fits for all the aged, regardless of the
fact that more than half are insured

—

many are covered under existing welfare
programs—more than 4 million are

still employed and Kerr-Mills exists to

help those who need it.

We are required to speed our decision

on a measure that would radically alter

the very basis of social security itself,

the concept that beneficiaries should be
paid in cash, not in services—which has
always been basic in the social security
system—that they may use their bene-
fits as they see fit, not that an all-wise

Federal Government will give the tax-
payer no option but to take or leave the
health services he Is compelled to pay
for.

I shall do no more than note, in pass-
ing, the highly arguable wisdom of a
measure that would predictably entangle
the hospitals and nursing homes in red-
tape, overcrowd them, and lower the
world's highest quality of health care.

I shall, however, mention that adop-
tion of the pending amendment would
be inflationary, and that no tax is justi-

fied which is unnecessarily levied to pay
for an unnecessary program. Instead, I

should like to ask how long this tax in-
crease would suffice.

There can be only one answer to this..

It is easier to start an avalanche than
it is to stop one. Programs of this sort
can be quickly and easily made law, but
once such action is taken, the process is

difficult—if not impossible—to reverse.
Let me cite the history of the Social
Security Act itself since its passage.

• The act became law in 1935, and the
tax originally called for was 1 percent
of wages on a base of $3,000 a year.

In 1939, the act was amended to pro-
vide benefits for dependents and sur-
vivors under a modified benefit formula,
and in January 1940, the first monthly
OASI benefits were paid.
The maximum primary benefit was

$40 a month.
Under the law, the tax was scheduled

to increase to 2 percent in 1944, 2y2 Per-
cent in 1946, and 3 percent in 1949.
But in the war year of 1942, the OASI
contribution rates were frozen at 1 per-
cent through 1949.

The rate was increased to 1 Vz percent

for employees and employers as of Jan-
uary 1, 1950. But on August 28 of that

year, the act was amended to extend
coverage to some additional 10 million

people, to liberalize conditions for

eligibility, to improve the retirement

test, to provide wage credits of $160 a
month for military service from Sep-
tember 1940 through July 1947, to in-

crease benefits substantially, to raise the

wage base to $3,600 to provide a new con-
tribution schedule, and to eliminate the

1944 provision authorizing appropria-
tions to the trust fund from the General
Treasury.

I mention this to stress the impor-
tance of the changes that take place

even with a program which we expected
to be rather stable when we first ap-
proved it.

The following year the OASI tax rate

was 1 Vz percent for employees and em-
ployers and 2% percent for the self-

employed on a wage base of $3,600. This
worked out to $54 yearly for employees
and employers and $81 for the self-em-
ployed. The maximum primary benefit

was now up to $80 a month.
On July 18, 1952, the Social Security

Act was amended to increase benefits,

extend the period of wage credits for

military service through December 31,

1953, and liberalize the retirement test.

The primary benefit maximum was in-

creased to $85 a month.
As of January 1, 1954, the tax rate rose

to a flat 2 percent for employees and
employers alike, and 3 percent for the
self-employed. Employees and employ-
ers each paid a maximum of $72 a year,

and the self-employed paid $108.

The act was amended in 1954 to cover
farmers—certain professionals—farm
and domestic employees—State and
local government workers—ministers

and the members of religious orders.

The taxable wage base was raised to

$4,200. In addition, the amendments
raised the ultimate contribution rates,

increased benefits, liberalized the retire-

ment test still further, permitted a drop-
out of four or five of the lowest earnings
in computing benefits, and authorized

the disability freeze program. The max-
imum primary benefit was increased to

$108.50 a month.
At this point, Madam President, each

social security beneficiary was receiving

an average of $30 in benefits for every
50 cents he had paid in taxes, which
meant that $29.50 was being contributed

by younger workers to every person
drawing a $30 benefit—surely a substan-
tial subsidy from the younger generation.

On October 1, 1956, the act was, how-
ever, amended again. This time benefits

were provided for the permanently and
totally disabled between the ages of 50

to 64. The retirement age for women
was lowered to 62, with reduced bene-
fits—self-employed professional peo-
ple—other than physicians—were cov-
ered—and a disability insurance trust

fund was established from taxes col-

lected on one-fourth of 1 percent of the
taxable wage base of $4,200 for employ-
ees and employers, and three-eights of

1 percent for the self-employed.

Miscellaneous amendments were made

to the act in 1957, and the first monthly
benefits under the disability program
were paid in that year.

Then, on October 28,' 1958, social se-

curity benefits were again increased, de-
pendents of disabled workers became
eligible for benefits, the taxable wage
base was raised to $4,800—and the work
clause was increased to $100 a month.
The "floor of protection" had been raised

by now to $127 a month.
In 1959, the OASDI tax rate was 2'/2

percent for employees and employers,
and 3% percent for the self-employed.
The employees and employers were now
.paying $120 each year, with self-em-
ployed paying $170.

But the tax rate was increased to 3

percent as of January 1, 1960, for

employees and employers—and to 4'/2
percent for the self-employed. Em-
ployees and employers each paid $144,

the self-employed paid $216.

On September 13, 1960, the age limi-

tation for disability benefits was re-

moved, the work clause was liberalized,

and coverage requirements were reduced
from two of four quarters elapsing since

1950, to one of three quarters elapsing
since 1950.

On June 30, 1961, men were made eli-

gible for reduced benefits at age 62;

coverage requirements were reduced
from one of three quarters elapsing since
1950, to one of four quarters elapsing
from that time; widows', widowers', and
parents' benefits were increased, and the
tax rate was again raised.

As of January 1, 1962, the tax rate
for employees and employers was 3Va
percent with the tax rate for the self-

employed set at 4 percent. Thus,
employees and employers pay $150 each
per year, and the self-employed pay
$225.60.

Let us now climb aboard the medicare
escalator and see where it takes us.

Under existing law, the tax rate will

be increased as of January 1, 1963, to

3% percent for employees and employ-
ers, and 5ts percent for the self-em-
ployed. On top of this scheduled in-

crease would come the proposed raise in

the taxable wage base from $4,800 to

$5,200. Translated into taxes, employees
and employers would pay $188.50 instead
of the scheduled $174, and the self-em-
ployed would pay $280.80 instead of the
scheduled $259.20.

The following year, under the Ander-
son amendment, the tax rate for em-
ployees and employers would go to 3%
percent and to 5y% percent for the self-

employed. Under these rates, the em-
ployees and employers would be paying
$201.50 and the self-employed would be
paying $301.60.

In 1966, the tax -rate for employees
and employers would go to 4% percent,
and to 6to percent for the self-employed.
And by 1968, employees and employers
would be paying 4y8 percent each, with
the self-employed paying 7A percent.

Thus, in 1968 and thereafter, the em-
ployee and employer would be paying
$253.50 each, and the self-employed

would be paying $379.60—if—and there

is a big if here—the cost of the pro-
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posed benefits could be met by the pro-

posed increase in taxes.

It might be wise to qualify that even
further, Mr. President, and add a sec-

ond "if." We must also include the

proviso that social security benefits are

not further liberalized in the meantime.
Now a pattern emerges from this ex-

amination of our past experience with
the Social Security Act. I cannot see

how any Senator can overlook it. We
have deferred scheduled tax increases,

we have extended coverage to new
groups, we have increased benefits for

both retired and non-retired groups,

and we have done so all too often with-
out imposing new tax increases to cover
their cost.

We have done this by passing on a
mounting debt to the younger worker,
until we are now at the point where esti-

mates by competent actuaries of the ac-
crued liabilities resulting from the
social security program range from $289
billion to more than $600 billion.

We are raising the money to pay cur-
rent benefits through current taxes, but
I ask Senators if there is not a limit to

the size of the tax burden that future
generations will be willing to bear? Or,
for that matter, will be able to bear?

I am far from persuaded that the tax
increases called for by the Anderson
amendment will be sufficient to pay for

the benefits promised.
Moreover, I am far from convinced

that a heath care program of the type
proposed would remain limited to its

present scope. I have variously heard
it estimated that the benefits provided
under this amendment would take care
of an estimated 40 percent or less of an
older person's health care expenses.

I suggest that this fact alone would
guarantee an expansion of the program.
More liberal benefits, broader coverage,

easier eligibility requirements—where
do they lead? Just as surely as night
follows day, the pressures would mount
to expand this plan until it ultimately
became a full-fledged program of com-
pulsory national health insurance cov-
ering every man, woman and child in

the Nation at a staggering cost.

Is this a farfetched conclusion? I

think not, Mr. President. We have been
warned, time and again, by the propon-
ents of social security medicine. They
have been remarkably candid in calling

measures of this sort "a foot in the door,"
a beginning, a mechanism for bringing
about socialized medical care for Ameri-
cans.
The Department of Health, Education,

and Welfare, which has lobbied for this

sort of bill not only before Congress,
but before the public, now employs
some 75,000 people—an increase of more
than 10,000 in the past year and 4
months, by the way.

This constitutes a tidy little bu-
reaucracy, Mr. President.

Let us suppose that the proponents
of social security medicine are success-
ful in their effort to bring about a system
of compulsory national health insurance
for the United States. Can you imagine
what the bureaucracy will become?
One out of every hundred citizens of

Great Britain is now employed by the

Ministry of Health. If that same ratio

applied in this country, HEW would be
required to hire one and three-quarter
million more employees.

I have served long enough on the
Finance Committee to know how much
we do not know about the sort of legis-

lation proposed in the amendment.
The amendment departs radically

from the Forand bill—the McNamara
bill—the Anderson-Kennedy amend-
ment—the King-Anderson bill now be-

ing considered by the Ways and Means
Committee, and any other proposed leg-

islation invoking the social security pro-
gram as a financing mechanism.

It is significant, however, that the

only committees that ever have held
hearings on this species of measure
have voted overwhelmingly against re-

leasing those measures to the floor. Spe-
cifically, I. am referring to the Senate
Finance Committee, which held hearings
on the Forand bill, and the Ways and
Means Committee, which held hearings
on the Forand bill and the King-Ander-
son bill as well.

I feel the actions of both committees
were sound. And I suspect that the
sponsors of the amendment are bypass-
ing the Finance Committee, and over-
riding the prerogatives of the House, be-
cause they recognize that the closer the
scrutiny this measure receives, the less

likely it is to win Senate or House ap-
proval.
Madam President, I for one will vote

against the amendment as unnecessary,
hastily contrived, incalculably expensive,
and certain to grow in the years ahead
until it saddles this Nation with a full-

fledge system of compulsory national
health insurance for every American.
Mr. ANDERSON. Madam President,

on Tuesday, the senior Senator of Utah
[Mr. Bennett] spoke at some length in

regard to his objections to the Anderson
amendment to H.R. 10606. I take this

opportunity to reply to some of the points
he made.

MEDICAL ASSISTANCE A COMPLEMENTARY
PROGRAM

First, I wish to correct the impression
of the Senator from Utah, that we who
favor the social security approach to
health care for the aged suggest that
medical assistance for the aged should be
abandoned. I know of no supporter of
health insurance through social security
who takes this approach. As I and others
have said many times, we propose health
insurance through social security as a
basic program supplemented by private
insurance for all who can afford private
insurance. But for those in special hard-
ship circumstances and with special

needs, medical assistance for the aged
would fill the gap. The record should
show that in 1960 I voted for it in the
Finance Committee and was glad the
Senate approved it.

We envisage the same role for medical
assistance for the aged in the medical
field that old-age assistance fills in con-
nection with the cash retirement bene-
fits under the old-age and survivors in-

surance program. In the case of old-
age assistance, provision was made for
two programs simultaneously—old-age
assistance and old-age insurance. One

was not a substitute for the other—they
were complementary.
In the case of the disabled, there are

programs of aid to the permaneitly and
totally disabled and the program of dis-

ability insurance under social security.

But the enactment of disability insurance
under social security did not force any
abandonment of the disability assistance
program—they are complementary and
are designed to work together, not
against each other.

The role we envisage for the medical
assistance for the aged program would
be to help those whose own resources,
plus social insurance, are insufficient for
all their medical needs. The States could
add benefits covering physicians' serv-
ices, the amount deductible for hospitali-
zation, drug benefits, and dental services,

and could add all these benefits with
much less strain on their finances be-
cause the primary load is carried through
social insurance.

The Senator points out, on page 12189
of the Record, how Congress has re-
mained firm against health care to the
aged through social security, and he has
on the top of the third column on that
page a most interesting observation.
Said he:
The Senate Finance Committee also con-

ducted hearings on the Forand bill and
voted to hold the measure in committee.

I do not recall any hearing on the
Forand bill. I do not want to involve
members of the staff of the Senate Com-
mittee on Finance, but there are those
on the committee staff who do not recall

hearings on the Forand bill. I wish the
Senator would tell us when the hearings
were called; who called them; who con-
ducted them, and when the vote was
taken.

After he gets through doing that, I

wish he would explain another portion,

which I read from his speech. After
stating that the Senate Finance Com-
mittee had voted to hold the Forand bill

in committee, the Senator from Utah
says:

Despite this, an attempt was made—as

the Senators remember—to amend the Kerr-
Mills proposal by tacking on the Forand bill.

This effort, sponsored by Senator Anderson,
of New Mexico, and the then Senator but
now President of the United States, John
F. Kennedy, was defeated also:

Categorically I deny that. I ask him
to tell me when and in what fashion the
junior Senator from New Mexico offered

to amend the Kerr-Mills proposal by
tacking on the Forand bill. We pro-
posed an amendment to the social secu-

rity bill, but we did not seek to strike

out any section of what is now called

the Kerr-Mills legislation. If the Sen-
ator from Utah has evidence to the
contrary, I shall be happy to have him
present it. In order to assist him, I

may advise him that he will find some
reference to this subject on page 16941
of the permanent Congressional Record.
He will see that I offered an amendment,
and he can read the amendment. It was
not tacked on to the Kerr-Mills legis-

lation, and it was not the Forand bill.

It will be . very simple for the Senator
to ascertain the facts. I commend to

him a little study of the Record, in case
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his memory is no longer accurate on
the subject.

The Senator's ability to confuse the
issue follows the motto of my home State
of New Mexico, "It grows as it goes."

The next paragraph reads:

However, Madam President, aside from
the Senate Finance hearings on the Forand
bill • * *.

Here we have a second learning of the
Senate hearing which, in my opinion,

never took place and which members of

the staff of the Finance Committee as-
sure me never took place. I recognize
that people attending the hearings have
mentioned the Forand bill, the Murray-
Dingell-Wagner bill, and all sorts of leg-

islation, but I believe the hearings were
called to consider other items and were
not in any sense hearings on the Forand
bill. However, a considerable portion of

these hearings were devoted to the ques-
tion of health insurance for the aged
under social security.

Madam President, I have obtained a
copy of the hearings held by the commit-
tee. They relate to H.R. 12580 to ex-
tend and improve coverage under the
Federal old-age, survivors, and disability

insurance system, and the like. In the
table of contents references are made to
the McNamara amendment, the Wil-
liams of New Jersey amendment, the
Javits amendment, the Byrd of West
Virginia amendment, the Keating
amendment, the Morse amendment, the
Schoeppel amendment, the Humphrey
amendment, the Hartke amendment,
and the Anderson amendment; but no-
where do I find any reference to the
Forand bill.

A little further along, the Senator from
Utah says:

Recognizing the need to proceed in an
orderly fashion, the committee earlier this
year voted 10 to 7—not on the merits of the
bill, but on the procedure involved—to delay
consideration of the King-Anderson bill un-
til the House had had the opportunity of
taking action.

I have examined the records kept by
the Committee on Finance and I find no
such action. As a matter of fact, the
Finance Committee, by order of its

chairman, Mr. Byrd, on January 31,
1962, issued a press release, of which I
have a copy, and it listed two votes. The'
first is described by the committee clerk
in this fashion:
Motion by Senator Andebson that hear-

ings be held on his bill S. 909 (incorporating
the President's recommendations) not later
than April 1, 1962, regardless of whether
the House of Representatives had acted on
the identical bill now pending in the House
Committee on Ways and Means.

That was the motion on which the vote
was 10 to 7. It was not a vote to delay
action until the House had an opportu-
nity of taking action. It was a vote on
a motion to take action to start hearings
not later than April 1 regardless of
whether the House had or had not taken
action. The Senator from Utah was
there and he knows that is the real fact.

The second motion, which finally pre-
vailed, was that prompt hearings would
be held on the bill as soon as the House
of Representatives passed and sent to
the Senate, for further action, a medical-

care-for-the-aged bill. That was merely
a pious declaration, because that would
happen in 999 out of 1,000 bills of this

importance. It would not do what the
Senator from Utah suggests—namely,
pledge itself to hold hearings on this

proposal when it was constitutionally

proper for it to take such action; and
the records of the committee so reveal.

I should also like to remind the Sen-
ator from Utah that the Committee on
Finance had some discussion on very sim-
ilar legislation in 1960. In fact, in its

report on the Social Security Amend-
ments of 1960, the committee had this to

say about the problem of health costs

among the aged:
The major issue presented to the commit-

tee this year has been the increasing cost of
adequate medical care for older people. The
evidence presented to the committee indi-
cated that these costs derive, to a large ex-
tent, from the fact that impressive improve-
ments have been made In medicines and
medical technology, which assist in better
diagnosis and treatment, and from improved
hospital and other facilities and their wider
availability to the public. The knowledge
that these costs are unpredictable, and some-
times very heavy, especially for our older
men and women living on reduced retirement
incomes, has been a matter of grave concern
to this committee.

The information provided in 1960 on
the need for such a program and on other
elements of the proposal I am now ad-
vancing is clearly sufficient for informed
action at this moment. Furthermore,
our extended discussion on the floor

serves to cover many of the elements of
study that are new since 1960. Finally,
we should not forget the hearings and
studies of the Senate Special Commit-
tee on Aging, which have pointed up the
deficiencies of the medical-assistance-
of-the-aged program and have disclosed
other facts which clearly show the need
for the enactment of our amendment.
Mr. JAVITS. Madam President, at

this point will the Senator from New
Mexico yield to me?
Mr. ANDERSON. I am happy to yield

to the Senator from New York.
Mr. JAVITS. Yesterday, I submitted

a statement, as part of my remarks,
headed "Summary of Consideration
Given to the Problem of Health Costs of
the Aged"; and I had available at that
time a large table and a number of vol-
umes, all of which will be available on
Monday. So, as the Senator from New
Mexico has said, extensive consideration,
in the greatest detail, has been given to
this matter. Indeed, it probably has
been more carefully analyzed and dis-

cussed, both in and outside of Congress,
than has any other domestic issue in re-
cent times, with the possible exception
of the trade issue; and inasmuch as it

is a matter which is very close to the
hearts of so many persons, I believe it

fair to say that the people probably have
paid more attention to the debates on
this issue than they have to the debates
on any other issue, ever since this mat-
ter began to be discussed, and at least
since 1959, when we had the first activity

in this field by the then Secretary of the
Department of Health, Education, and
Welfare, Mr. Flemming. The discussion
at that time was directly connected with
the type of plan we are debating now.

So I think the Senator's statement
that this matter has received a very
great amount of consideration is en-
tirely correct.

As a matter of fact, so much consid-
eration has been given to it that probably
none of us would be able to take the time
which would be required to analyze all

the hearings on it, including those on
the special problems of the aged, to
which the Senator from New Mexico has
referred.
Mr. ANDERSON. I thank the Sena-

tor from New York.
Let me say that a while ago someone

wrote me a letter stating, "I wish you
would do something on this bill. There
have been so many discussions of it on
the radio and elsewhere that we would
like to have you get on something else,

for a change"—from which I conclude
that the public is not altogether in the
dark about this subject.

But, Madam President, I can say that
there is at least one historic precedent
for bringing up this matter in the way
the Senator from New York and I have
done. In 1950, a very far reaching
amendment to the social security bill

H.R. 6000, was introduced by Senator
Knowland, of California, on the floor of
the Senate, and was passed. The provi-
sion restricted the authority of the Secre-
tary of Labor to withhold grants to
States for administration of unemploy-
ment insurance in certain questions of
compliance with the Federal Unemploy-
ment Tax Act and title ni of the Social
Security Act. No hearings on this sub-
ject had been held in the Senate or the
House committees. The subject matter
of H.R. 6000 was restricted fo old-age
and survivors insurance. Public assist-

ance, and maternal and child health
and welfare provisions. No hearings on
any unemployment compensation title

had been held in either the House com-
mittee or the Senate committee.

If Senators wish to learn more about
that case, I suggest that they examine
the Congressional Record for June 20,

1950, at pages 8886 and 8887.
That amendment, offered by Senator

Knowland, was passed by the Senate;
and I have been interested to note that
a number of very distinguished Senators
voted for it. Among them were the
chairman of the Finance Committee, the
Senator from Virginia, Mr. Byrd, who
voted for it even though no hearings
were held on it in the committee; and
I note that other Senators who voted for
it were the Senator from Idaho, Mr.
Dworshak, the Senator from Missis-
sippi, Mr. Eastland; the Senator from
Arkansas, Mr. Fulbright; the Senator
from Iowa, Mr. Hickenlooper; the then
Senator from Texas, Mr. Johnson; the
then Senator from California, Mr. Know-
land; the Senator from Arkansas, Mr.
McClellan; the Senator from Virginia,
Mr. Robertson; the Senator from
Georgia, Mr. Russell; the Senator from
Massachusetts, Mr. Saltonstall; the
Senator from Mississippi, Mr. Stennis;
the late Senator Taft, the Senator from
Wisconsin, Mr. Wiley; and the Senator
from Delaware, Mr. Williams.

All of them voted for that amendment
in 1950. So even if there had not been
any hearings at all on the measure now
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before us, there would still be a very

good historic precedent to the effect that

a very important subject which worries

and concerns the public can be brought
up and can be voted upon and can be

passed by the Senate.

THE PEOPLE FAVOR HEALTH INSURANCE UNDER
SOCIAL SECURITY

The Senator from Utah [Mr. Bennett]
was also concerned about whether the

sentiment of the American people is truly

behind health insurance through social

security. He mentions mail that has
been received. It is a little dangerous
to use counts of mail in measuring senti-

ment, because organized groups can send,

or can arrange to have sent, tremendous
amounts. Fifty thousand physicians can
use their stenographic help to send mail
over their own signatures and their

wives' signatures, in numbers approach-
ing the millions, without great cost. I

may also mention other aids which have
been offered in connection with mailing
letters against the proposal; and I ask
unanimous consent to have printed in

the Record at this point a clipping from
the Amarillo, Tex., Globe-Times of
May 22.

There being no objection, the article

was ordered to be printed in the Record,
as follows:

[From the Amarillo (Tex.) Globe-Times,
May 22, 1962]

C. of C. Offers Medicare Help

Citizens wishing to express themselves to
Members of Congress on the King-Anderson
medicare plan have been invited to seek the
assistance of the Congressional Action Com-
mittee of the Amarillo Chamber of Com-
merce.
Chamber President Bob Mills pointed out

Monday that the service is available to any-
one.

"If you wish help in composing and send-
ing telegrams or letters, just call the chamber
telephone number and our people there will
fill you in on what to do," Mills said. "They
will even send your telegrams and letters for
you as you dictate them."
The chamber's board recently voted a

resolution opposing the bill which embodies
the administration's medicare plan.

"Let Washington know how you feel on
medicare," said Mills. "This is the key issue
in Congress at the moment."

Mr. ANDERSON. The Chamber of
Commerce of Amarillo offered to send
telegrams and letters as they were dic-
tated, if they opposed health insurance.
Nevertheless, I do not believe that the
mail shows any change in true senti-
ment; and in regard to the mail received
by the President and the Secretary of
Health, Education, and Welfare, let me
state that although there has been some
talk about an alleged change of heart
among Americans, and although it has
been said that most of the correspond-
ence being received here in Washington
is in opposition to a social security pro-
gram of health insurance for the elderly,

1 believe that there is some danger in
placing too much importance on counts
of letters, because they do not necessarily
represent the views of the American
people.

Nevertheless, I am pleased to report
that the letters received by officials in
the administration have been running
2 and 1 in favor of the social security
health insurance measure. Since Janu-

ary 1, the Department of Health, Educa-
tion, and Welfare has handled 30,500
pieces of mail—which had been referred

to it by the White House or was ad-
dressed to Department officials—in
which the writers took a position on the
social security health insurance measure.
Of these letters, 20,500 were in favor of
the social security proposal and 10,000
were opposed to it.

Since the May 20 Madison Square
Garden rally and the AMA television

statement of the 21st, the volume of cor-
respondence received by the Department
has increased greatly. Since that time
the ratio between letters favoring the
proposal, and those opposing the pro-
posal has remained about the same as it

was in the previous part of the year. Of
the total letters received since the rally,

about 16,000 Tavored and about 8,500 op-
posed the social security measure—again
a 2-to-l ratio in favor of the social

security legislation.

I understand from some of my col-

leagues that shortly after the Madison
Square Garden rally and the AMA tele-

vision presentation, there was an " in-
crease in the number of letters from peo-
ple who opposed the proposal. At the
time, some Senators were wondering
whether this suggested that the health
insurance proposal was losing the sup-
port of the American people. I checked
with the Department of Health, Educa-
tion, and Welfare about this, and found
that shortly after the Madison Square
Garden rally and the AMA statement,
there was some increased letterwriting
on the part of those who oppose the
health measure, but that the efforts of

the opponents were very quickly buried
rnder an avalanche of letters from
those who favor the measure, and that
the 2-to-l ratio was quickly re-

stored. I have concluded from all this

that the people who write letters in favor
of the measure are a little slower in get-
ting around to putting their thoughts
down on paper and posting their letters

than are those who oppose the measure.
This is not surprising, since, I under-
stand, a much higher proportion of the
letters against the measure have been
typed on office stationary than was the
case with letters which favored the mea-
sure.

I may say that just the other day a
group came to my office with a petition
containing 500.C0O signatures. They had
previously distributed similar petitions
bearing more than 2 million names. I

think those 2 V2 million persons seriously
want this proposal, and I believe they
clearly indicated that fact.

Although the aged do not write letters

easily, they do find other ways like these
petitions to make known their feelings
about our amendment.
The Senator from Utah [Mr. Ben-

nett] also referred to the results of 52
congressional polls. It did not occur to
him to mention that the great majority
of those were conducted in conservative
Republican districts ; and I do not believe
that such districts represent the entire
United States at this time.

Furthermore, almost none of the polls
showed how the people questioned were
selected, nor were the questions asked

in the polls designed in a way to obtain
unbiased responses. Sometimes the
questions stated the outright lie that
the social security system was failing
and then asked about an addition to
the system. Finally, the mailed in-
quiries often resulted in a very low rate
of response; and the normal procedure
in a valid statistical investigation re-
quires a sampling of the nonrespondent,
to determine whether their views were
different from the views of those who
did answer. In not a single case was
this statistical requirement fulfilled.

The Senator from Utah also reviewed
the findings of the Gallup poll. The
original Gallup poll on health insurance,
conducted 'in June 1961 asked a question
that truly could be used to deduce senti-
ment for or against the proposal for a
social security measure. At that time 67
percent were in favor and 26 percent
were opposed. More recently, however,
the question has been changed; and the
question asked now is for a preference as
between the President's proposal and a
voluntary plan discussed in Washington.
The only so-called voluntary plans dis-

cussed before this chamber are those
which would make use of Blue Cross and
similar organizations as part of a health-
care measure for the aged.
The Senator from Utah may not

realize that my amendment makes pro-
vision for the use of such voluntary
organizations as part of its makeup.
Although the number who supported

social security was greater than the
number of those who supported the
vaguely described choice of a Blue Cross
plan, we have provided both these ele-

ments in our present plan, so that both
alternatives are included; and those who
favor either might well be considered as
favoring the amendment now before us.

In that case, 89 percent of the people
polled might be said to favor the
proposal.

I ask unanimous consent to insert in

the Record at this point a more detailed

statement.

There being no objection, the state-

ment was ordered to be printed in the
Record, as follows

:

The results of three Gallup polls that deal
with the public's attitude toward financing
the health care of the aged have been pub-
lished since June 1961. In the first poll,

respondents were asked if they would favor
or oppose a social security tax increase to
pay for "old-age medical insurance." The
results showed 67 percent favored this kind
of measure and 26 percent were opposed.
In April and again in June of this year

the public's attitude on the subject was
surveyed again, but the question was posed
in an altogether different manner. The re-

spondents were told that two different

"plans" were being discussed in Washington
for meeting hospital costs for older persons
and then they were asked to express a pref-
erence between the two. "One plan," it

was stated, "would let each individual decide
whether to join Blue Cross Or buy some form
of voluntary health insurance. The other
plan would cover persons on social security
and would be paid by increasing the social

security tax deducted from paychecks." It

is impossible for anyone to determine what
this first "voluntary plan" means. (Of
course, right now aged people can join Blue
Cross or buy private insurance, but few can
afford the high cost of adequate insurance.)
But since ft was described as a "plan," it
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suggests that something new will be offered,

and since there Is no mention of financing,

many respondents no doubt jumped to the

conclusion that some miraculous health in-

surance plan had been developed that the

elderly could afford without help from Gov-
ernment or increased taxes.

Under some recent proposals (made by
Blue Cross and others) ,

general Federal funds
would be used to subsidize the cost of private

health insurance policies for aged people.

If proposals of this kind were that was meant
by "plan," It should have been stated clearly

so that respondents would understand that

the choice was between two different meth-
ods of Federal financing. The results of the

Gallup poll then might have been mean-
ingful.

Considering the two alternatives, it is in-

deed remarkable that such a high propor-

tion voted for social security. In the April
n.nrt June surveys, 55 and 48 percent, respec-

tively, voted for the social security plan as

opposed to 34 and 41 percent, respectively, for

the "voluntary plan." But since the first

alternative was so vague, the results of the
two surveys cannot be said to indicate any
trend. Only the survey made in June 1961

has any real meaning in suport of or against

social security.

It is a separate matter whether the social

security program should work with Blue
Cross and private insurance. It is of interest

to note that the proposal by Senator Ander-
son would provide an option of carrying
private Insurance, with the cost of such in-

surance financed through the social security

system and provides for use of Blue Cross
in administering the program. It would ap-
pear that such a proposal would have the
support of many of the persons who voted
either for letting people Join private insur-

ance or expressed a preference for social

security health insurance.

MAURICE STANS ARTICLE

Mr. ANDERSON. Senator Bennett
also put into the Record Tuesday an
article by Maurice Stans. He may not
have recalled at that time that I pointed
out the various errors in Mr. Stans'
statement in the Congressional Record
of February 8. I would like just briefly

at this time to mention two points in
connection with the Stans statement.

First, Mr. Stans says medical assist-

ance for the aged was the Flemming-
President Eisenhower proposal. Senator
Saltonstall would apparently disagree
with this because his proposed substitute
to my amendment is in fact the very
Flemming proposal that Maurice Stans
says was already enacted.

Another element of Mr. Stans' article

that deserves comment is his reference
to 3 million persons going unprotected.
As all of us here must know by now, my
amendment has modified S. 909 to pro-
vide protection for all the aged not now
insured under social security or railroad
retirement.

Senator Bennett says the King-And-
erson bill provides a means test or labels
persons over 65 as indigent. I presume
he is also referring to the amendment
now under discussion. In his statement,
Senator Bennett decries the fact that
persons of wealth, as well as persons who
are poor, are covered under the amend-
ment. In other words, benefits under my
proposal can be received with pride be-
cause it makes no distinction between
the rich and the poor. No mark of failure
is involved in social security. Senator
Bennett appears not to have understood
this.

In the course of debate on our pro-

posed amendment the distinguished

Senator from Colorado [Mr. Allott]
stated that our older people who need
health care are getting it. I wish that

it were possible to share realistically the

distinguished Senator's sanguine view
of the circumstances of the aged. But
there are some hard, bitter facts that we
cannot pass over.

Most of the aged do get health care

when there is a critical need for it.

Often this means exhaustion of savings

of a lifetime, sale of home, terrible sacri-

fices by sons and daughters, and resort

to public charity. The primary purpose
of providing health insurance under so-

cial security, of course, is to give the aged
some assurance that they will not suffer

financial catastrophe as a result of the
costs of needed health care. But, in ad-
dition, the proposed health insurance
plan will mean that many older people
who are not getting the care they need
will be able to get it. The truth is, lack

of ability to pay does stand in the way
of obtaining necessary health care.

Survey after survey has shown large

numbers of aged people who need health
care, but could not afford it and as a re-

sult went without necessary treatment.
The scandals of our nursing homes
should have alerted everyone to the facts.

Even a casual examination of the abun-
dant data on health care utilization as

related to income should convince even
the most obdurate of the sad situation of

our older people.

I ask unanimous consent to insert in

the Record at this point a statement
which provides ample evidence that
many aged people do not get the health
care they need.
There being no objection, the state-

ment was ordered to be printed in the
Record, as follows:

The purpose of our proposed amendment is

not to provide care but to give the aged
some assurance that they will not suffer

financial catastrophe as a result of the costs

of needed health care.

But lack of ability to pay does stand in
the way of care. The Texas Research League
(which is so opposed to Federal programs it

does not support Kerr-Mills) found that 3.5

percent of the Texas public assistance case-
load—8,718 cases—had medical needs that
were not being met under existing programs.
This does not include an additional 12,733
cases of unmet medical need, which were
excluded for various reasons, for example,
because no local specialist was available and
the patient was too iU to be moved. This
study was included in the report of Ways
and Means Committee hearings on H.R.
4222 (July-August 1961), beginning on page
855.

The background studies prepared by State
Committees for the White House Confer-
ence on Aging show unmet medical need.
For example, the report from the State of
Alabama indicated that 21 percent of the
aged persons polled in house-to-house inter-
views stated that lack of money prevented
them from seeing a doctor in 1959. In a sur-
vey conducted in Tucson, Ariz., more than
17 percent of the aged persons contacted
reported that they were unable to have the
type of medical care they should have had
because of lack of funds. Of course, these
figures represent the opinions of aged peo-
ple who are not competent to diagnose their
own conditions accurately or to make pro-
fessional judgments as to whether the care
they received was adequate. The point is

that these people believed they had need
for health care, and this need was not ful-

filled because of lack of funds.
There is considerable evidence to indicate

that whether an individual will avail him-
self of health services Is closely related to
his income. The higher an Individual's In-
come the more he is likely to obtain health
services when he needs them. This is illus-

trated by a Health Information Foundation
study which showed that during a 12-month
period (1957-1958) mean gross expenditures
per individual for personal health services

ranged from a low of $75 for those whose
family income was under $2,000 to a high of
$119 for individuals In the $7,500 and over
income group.1

Low income also is related to health in-

surance coverage. The National Health
Survey revealed that about 33 percent of the
people in families with annual incomes un-
der $2,000, had hospital insurance as con-
trasted with 84 percent of individuals in
families with incomes of $7,000 or more.
Only 46 percent of the aged have any hos-
pital insurance—a reflection not only of the
fact that they generally have low incomes
but also of their status as a poor-risk group.
Persons who have hospital insurance tend
to utilize hospital services more than those
without such insurance. This is particularly

true of persons aged 65 or over. During the
12 months prior to being interviewed, 13.7

percent of the aged with hospital Insurance
had been in a hospital one or more times as
compared with 85 percent of those without
hospital insurance. Moreover, according to a
study by the Health Information Foundation,
families with health insurance spend con-
siderably more for health services than those
without insurance—and this is true not
only with regard to the services covered by
their insurance but also with regard to other
health services*
One of the factors bearing on the ques-

tion of whether individuals get the health
care they need is the extent to which they
delay seeking personal health care when
they need it. Twenty-one percent of the
public's regular doctors who were inter-

viewed in a survey by the Health Informa-
tion Foundation felt that their patients

waited too long before seeing a doctor.' The
great majority (94 percent) of the doctors
felt that insurance affects the patient's at-

titudes or behavior. Of these doctors, 68
percent said the patient is more willing to

undergo hospitalization, surgery or treat-

ment, or is more willing to have It done
earlier if he has insurance. Nineteen per-

cent said the patient comes to the doctor
sooner or more readily.4 The study con-
cludes that "the public's regular doc-
tors * * • indicate that possessing insur-
ance affects their patients' willingness to

accept surgery, diagnostic procedures and
the like, and that in this sense possessing
insurance affects the amount of medical care

that people are likely to get. These doctors
are inclined to believe that possessing in-

surance results in better health." 5 In
other surveys people were asked whether
they delayed seeking medical care when they
were not feeling well and If so, why. A
significant number of people replied that
they put off needed health care for finan-

cial reasons.

Nevertheless, there is even considerable
doubt that many of the people with insur-
ance get care which may be medically in-

1 "Family Expenditure Patterns for Per-
sonal Health Services," HIF Research Series

No. 14, p. 8.
3 Ibid., pp. 9-10.
3 "An Examination of the Concept of Pre-

ventive Medicine," HIF Research Series No.
12, p. 18.

1 "Public Attitudes Toward Health Insur-
ance," HIF Research Series No. 5, pp. 6-7.

c Ibid., p. 18.
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dicated. For example, in a report of a study
of hospital and medical economics conducted
by the University of Michigan, it was noted
that "from a medical standpoint, "under-

stay' is more serious than 'overstay' since

it indicates the patient did not receive the
minimum level of care needed for his diag-

nosis, as determined by the professional

panels." That report shows that for 18 di-

agnoses studied, 6.8 percent of the dis-

charged patients left too early, and where
the patient footed the entire hospital bill

himself understay (16.7 percent) was far

more common than overstay (6.3 percent).

Underuse of diagnostic and treatment fa-

cilities within a hospital was also found to
be common. "More than one patient out of

four (29.4 percent) failed to receive proce-
dures required by their diagnosis, accord-
ing to the criteria set by the professional

panels."

Data from the National Health Survey in-

dicate that the number of- times a person
with chronic limitation of activity sees a
doctor during the year is related to income.
The following table relates the number of
physician visits per person per year for per-
sons 65 years and older with major limita-
tion of activity to the individual's family
income

:

Family income : Physician
visits

Total 14.3

have regular attending physicians. In some
instances patients are apparently not even
Been by a doctor for a year or longer at a
time.
The report on a detailed study of nursing

homes in Florida by a Citizens Medical Com-
mittee on Health appointed by former Gov-
ernor Collins had this to say in its conclud-
ing observations:
"From these data it is evident that the

nursing homes in Florida are predominantly
custodial institutions, giving In the main
minimum care to those with physical and
mental disabilities of the aged and to those
who are without home, family, or relatives

who would or could provide the care needed.
Accepting the opinion commonly expressed
that it requires at least $150 per month to
provide reasonable care in an acceptable en-
vironment, then more than one-half of the
patients cannot be provided suitable care for

economic reasons. This appears to be the
dominant problem In the Improvement of
nursing home facilities and care."

Under $2,000 12.9
$2,000 to $3,999 — 14.9
$4,000 to $6,999— 15.0
$7,000— 21.6
Unknown 11.4

Care provided to Indigents in nursing
homes Is often of questionable quality.

About two out of five nursing home beds are
In facilities with fire or health hazards so
that the beds are classified as "nonaccept-
able" under Hill-Burton legislation. Many
patients in nursing homes do not have their
own doctors and many nursing homes do not
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of the distinguished acting majority
leader, the Senator from Minnesota [Mr.
Humphrey] : When we contrived the
unanimous-consent agreement limiting

the time available for debate on the bill

which is the unfinished business of the
Senate, there was no agreement about
division of the time immediately prior

to the taking of the vote on the motion
to lay on the table. Under the unani-
mous-consent agreement, the vote on the
motion to lay on the table will come, as

agreed upon, tomorrow. I would assume
that tomorrow perhaps an hour would
be devoted to the morning hour; and
that would leave 2 hours before the vote
on the motion to lay on the table.

Since there was no agreement in re-
gard to that time, I suggest to the acting
majority leader that he proffer a fur-
ther unanimous-consent agreement to
the Chair; namely, that the 2 hours prior
to 3 o'clock tomorrow be divided equally
between the opponents and the propo-
nents.
Mr. HUMPHREY. Mr. President, I

have discussed this matter in a prelim-
inary way with the Senator from New
Mexico [Mr. Anderson], the principal
sponsor of the amendments; and it ap-
pears to me that the suggestion which
has been made is equitable. Therefore,
I should like to propose the following
unanimous-consent agreement: That be-
ginning at 1 o'clock tomorrow, the time
between 1 p.m. and 3 p.m. be divided
equally, to be controlled by the majority
leader and the minority leader, or what-
ever Senators they may designate, in
connection with the Anderson amend-
ments and the motion to lay those
amendments on the table.

Mr. DIRKSEN. Mr. President, before
the question is put, let me respectfully
suggest to the distinguished acting ma-
jority leader that included in the request
there be a provision that there be no
intervening motion or amendment. If
an amendment were offered at that time,
obviously under the existing unanimous-
consent agreement it would take 30 min-
utes for each side, and would preempt
that much time from the time available
on the main business which then would
be before the Senate.
Mr. HUMPHREY. Mr. President, I

feel that that suggestion is meritorious.
Therefore, I amend the unanimous-
consent request, so as to provide, in addi-
tion, that no other motion or amend-
ment shall intervene during the period
between 1 and 3 p.m. tomorrow, until
the Senate has disposed of the motion
to lay the Anderson amendments on the
table.

The PRESIDENT pro tempore. Is
there objection? Without objection, it is

so ordered.

PUBLIC WELFARE AMENDMENTS OF
1962—ADDITIONAL UNANIMOUS-
CONSENT AGREEMENT
Mr. DIRKSEN. Mr. President, I wish

to direct an observation to the attention
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Mr. HUMPHREY. Mr. President, I

snail ask unanimous consent that the
Senator from New York [Mr. Keating J

and other Senators, when amendments
other than the Anderson amendments
are not pending, may speak without the
time being charged to either the pro-
ponents or opponents of the Anderson
amendments. We followed such a pro-
cedure on Friday last.

Mr. President, I ask unanimous con-
sent that Senators who wish to speak
on matters not related to the pending
amendments be permitted to do so with-
out the time being charged either to the
bill or to the opponents or proponents
of the amendments.
The PRESIDING OFFICER (Mr. Bur-

dick in the chair). Is there objection
to the request of the Senator from Min-
nesota? The Chair hears none, and it is

so ordered.

PUBLIC WELFARE AMENDMENTS OF
1962

Mr. HUMPHREY. Mr. President, I
ask the Presiding Officer to lay before
the Senate the unfinished business.
Without objection, the Senate resumed

the consideration of the bill (H.R. 10606)
to extend and improve the public as-
sistance and child welfare services pro-
grams of the Social Security Act, and for
other purposes.
The PRESIDING OFFICER. The

question is on agreeing to the Anderson
amendments.
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PUBLIC WELFARE AMENDMENTS OP
1962

The Senate resumed the considera-
tion of the bill (H.R. 10606) to extend
and improve the public assistance and
child welfare services programs of the
Social Security Act, and for other
purposes.
Mr. PELL. Mr. President, I rise today

to express my very great satisfaction

with the amendments recently submitted
by the Senator from New Mexico [Mr.
Anderson] to his bill, S. 909. I am
proud to have been a cosponsor of the
original S. 909, as well as of the amend-
ments recently submitted by the dis-

tinguished Senator from New Mexico.
The amendments strengthen and im-

prove the original- bill. First, and most
important, virtually everyone over 65 is

now covered. Specifically, protection is

afforded for the 2V2 million older people
who are not under social security and,
hence, were not covered by the original

Anderson bill. Now included are unin-
sured persons on old-age assistance and
other public-welfare programs, widows
whose husbands died before becoming
insured, and persons who are without
health-insurance protection under other
public programs.

Second, the amendments tend to de-
centralize the role of the Federal Gov-
ernment in a national health-assistance
program. The Secretary of Health,
Education, and Welfare is to be given
specific statutory authority to delegate
some of the more sensitive administra-
tive functions to nonprofit organizations
experienced in the providing of health
services. Those who have criticized

this legislation as an opening wedge of
Government intervention in hospital
affairs will be comforted by an arrange-
ment which permits private, voluntary
organizations to act as intermediaries
between the hospitals and the Govern-
ment. The amendments also provide
that the Federal Government would use
State agencies to judge whether hos-
pitals which are not accredited by the
Joint Commission on the Accreditation
of Hospitals are qualified to participate
in the program.

Third, the amendments provide an
option to beneficiaries to continue pri-

vate health insurance protection and to

encourage private health insurance
supplementation.

The Anderson bill, as amended, has
the support, I am pleased to say, of
many Senators on both sides of the aisle.

It represents an excellent demonstration
of the positive results of a democratic
system in operation. Numerous confer-
ences have been held in response to crit-

icisms and opposition from a variety of

sources. We Democrats owe a consid-
erable debt to our Republican colleagues
for their responsible efforts to broaden
the original version of the bill. The
present bill as it now stands deserves

the support of the Senate. It is my
very strong hope that it will be passed in

the near future.

Mr. KUCHEL. Mr. President, I ask
unanimous consent that, under the same
understanding, I may now yield to the
distinguished senior Senator from Geor-
gia [Mr. Russell] .
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The PRESIDING OFFICER. Without
objection, it is so ordered; and the Sen-
ator from Georgia is recognized.
Mr. RUSSELL. Mr. President, the

pending proposal—the so-called Ander-
son-Javits amendments—is undoubt-
edly among the most controversial Con-
gress will consider at this time. The ad-
herents of both sides of this question are
almost fanatical in their support; and
every Senator knows, from his mail and
other communications, of the very deep
general interest in this question.

Mr. President, there is no doubt in my
mind that a majority of the American
people are willing to support some ade-
quate plan that will prevent our senior
citizens past 65 from suffering for want
of hospital care. It has always seemed
to me that a proposal that would finance
itself by imposing a tax to defer its cost
was a conservative approach. I am
strongly disposed to vote for a well-con-
sidered, carefully planned, and carefully

thought out program in this area.

However, Mr. President, we are called

upon to vote on a measure that has not
been subjected to the tests ordinarily
given legislation, and which has not fol-

lowed the usual legislative process. This
is a new and highly involved question,
and it involves the expenditure of large
sums of money.

If committee hearings are important
in any case, they are certainly demanded
in this instance before we enact such a
highly complicated measure. There has
been no opportunity for those on either
side of the question to speak and present
their views to the proper committees of
Congress. The only estimates of the
costs of the plan and its method of op-
eration are those which have been given
us by the authors of the bill.

The original so-called King-Anderson
proposal has been completely rewritten,
not by a committee representing all

shades of opinion, butJjy a small group of
Senators who represent the strongest
proponents of the medicare idea.

Mr. President, I have consistently in-
sisted that it is most unwise and im-
proper for the Senate to consider and
enact legislation of general interest
which has not followed the required or-
dinary procedures. I have repeated on
this floor in debate, time and again, that
only an extreme national emergency
can justify junking our committee sys-
tem in the consideration an<r" enactment
of legislation. The only place where an
American citizen has the right of peti-
tion is before a congressional committee.
The last of the several editions of this

bill that we have had presented by its

authors may be as desirable and as ef-
fective as the authors insist. But it is

brought before us without providing the
opponents with an opportunity to be
heard and without the benefit of the
professional and actuarial testimony and
data that would enable the Senate to
know just what it is doing in voting
such a comprehensive and far-reaching
piece of legislation.

As I see it, the vote on this proposal
involves the integrity of our parliamen-
tary procedures. I cannot conceive of
a more dangerous precedent than to start
taking up bills of this magnitude with-

out a written record of hearings and
without a committee's having given the
subject thorough study, in order to be
able to advise the Senate and help us
arrive at a proper decision. Such a
precedent would plunge the Senate into
tumult and confusion, and, if followed,
would change the whole character of
our legislative processes. We should not
sacrifice our whole procedure upon an
altar of expediency.

I wish to reiterate, Mr. President, that
regardless of the subject matter involved,
I always have in the past—and I shall
continue to do so in the future—strongly
oppose - abandoning orderly procedure
and evading and bypassing committee
consideration, particularly on legislation

as far reaching as that embraced in the
amendments which are before us.

I do not know of any other bill which
has inspired such great differences of
opinion; and if we were to pass this bill

solely on the testimony of its authors,
however, high may be our opinion of
them and their ability, I fear that we
would have ample cause to regret it in
the future.
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PUBLIC WELFARE AMENDMENTS
OF 1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child

welfare services programs of the Social
Security Act, and for other purposes.

HEALTH CARE FOR THE AGED

Mr. KUCHEL. Mr. President, stripped
of its verbiage, the issue in the pending
debate is clear: Should the Congress
bring to the elderly people of America
any protection by way of insurance
against the catastrophic costs of hospi-
talization?

I answer that question in the affirma-
tive. I hope the Senate will. I believe

the American people do.

Legislation on the general subject of

health care insurance for Americans
over the age of 65 has been pending in

both Houses of Congress for many years.

In the last session of Congress, what
popularly became known as the King-
Anderson bill, sponsored by Representa-
tive King of California, and our able
colleague from New Mexico [Mr. An-
derson], became the most prominently
known piece of legislation in this field.

Some of us on this side of the aisle ob-
jected to the King-Anderson proposal.
We did it in a constructive fashion. We
did not object to it with bitterness or
with the desire to sweep what we believe
is an American problem under the rug.

We objected to it because we believed
there were serious defects in the way
that proposal was written. I emphasize,
we did not desire to turn our backs on
the problem, the very real and pressing
problem confronting the people of the
Nation.

We developed our thinking. We met
together. We studied the testimony.
We talked to experts. We sat down with
the Senator from New Mexico [Mr. An-
derson] and discussed what we believed

ought to be amended into his proposal.

The distinguished Senator from New
Mexico studied our proposals, carefully

and at length. And then he agreed al-

most entirely with our proposals, and
today what can be properly termed as
the "Anderson-Javits bill" is before the
Senate for action. My name is on that
bill as a cosponsor. I hope the Senate
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will approve this constructive and vastly

improved legislation, which I believe

represents honest progress for our
people.
Mr. President, there are two groups

of Americans who have no worries re-

garding the mounting costs of hospitali-

zation One is the very small but for-

tunate group of senior citizens who have
enough funds to pay for hospital bills,

however costly they may be, when serious

illness strikes them. The other group
is unfortunate. It consists of those with
marginal or submarginal incomes or with
no income at all. When they become
ill, they are cared for entirely at public
expense. There is another group, by far
the largest—those over 65 who are re-

tired and who live modestly on what they
have been able to save during their pro-
ductive years, or on what they receive

from social security or other forms of
retirement. It is this group with whom
we are concerned today. It is the mem-
bers of this group who fall in the middle
income bracket, who, as old age ap-
proaches, have a constant and growing
worry as to what may happen if a mem-
ber of the family were to be faced with
serious illness requiring any lengthy
hospitalization.

A SERIOUS PROBLEM REQUIRING A REALISTIC
SOLUTION

Those over 65 form an ever-increasing
proportion of our total population. In
1900 only 4 percent, or 3.1 million Ameri-
cans, were over 65. This has now risen

to almost 10 percent, or 17.5 million
people. The miracles wrought by mod-
ern medical science and public health
have resulted in an increasing life span.
At the same time, within our industrial

society, there is an increasing tendency
to retire workers at a fixed and ever-
younger age. We know that women tend
to outlive men and, thus, among our
senior citizen group there are many
widows with few, if any, financial re-
sources. At the end of this decade there
will be 20 million people over 65, and by
1980 the figure will have reached 25
million.

We have an opportunity now to come
to grips with the health care problem
which confronts our senior citizens based
on the evidence that is already in. We
must formulate a workable and digni-
fied program now which will meet their
minimum health needs in the future.

What are these needs? The incidence
of medical costs for our senior citizens

is extremely high. In 1960, the combined
public and private medical care expen-
ditures for all Americans totaled almost
$25 billion. About $5 billion of this

amount was expended on those over 65
years of age. Think of it—one-fifth of
the medical care costs for a group which
is composed of less than one-tenth of our
total population. Only half of our sen-
ior citizens have any protection against
hospital costs, and often this protection
is of little assistance when the time
comes for them to utilize it. Based on
statistics available for the period 1958
through 1960, in a majority of hospital
stays of the aged, health insurance paid
no part of the bill, and for the remainder
it was often less than one-half of the
bill. Many who need medical insurance

most—such as the chronically ill, the
poor health risk, the unemployed, and
the low income retiree—are least likely

to have hospital Insurance.

Private and public retirement income
all too often do not permit a sufficient

cushion to meet the high costs which
result from hospitalization. The current
average monthly payment to a retired

worker under the old-age and survivors
insurance program is only $76. This
certainly would not go far if serious ill-

ness should occur. This certainly is in-

adequate, when one considers that the
total annual median medical cost, based
on a 1957 survey among couples who
were social security beneficiaries but
who were not hospitalized, amounted to

$150. Among couples when one or both
were hospitalized, the annual median
medical costs were nearly five times as
high, or $700 per year. And hospital

costs have continued to rise rapidly since

1957. With today's prices, the compar-
able median would now be between $800
and $900.

Hospital room rates are going up much
faster than other medical care prices.

In the decade ending in 1960, hospital

room rates more than doubled—rising

from $15.26 per day in 1950 to $32.23 in
1960. If we scrutinize the Index of Med-
ical Care Prices, a component of the Con-
sumer Price Index, which has been com-
piled by the Bureau of Labor Statistics

of the U.S. Department of Labor, this

rise in medical care costs becomes espe-
cially vivid. For example, in 1940, all

medical care was at 72.7 on the price in-

dex using 1947 to 1949 prices as 100.

By the end of 1961, all medical care had
risen to 162.6. Physicians' fees, dentists'

fees, and the cost of prescriptions and
drugs rose less than this. But the hos-
pital daily service charge—which in-

cludes the charge to full-pay adult in-

patients for room and board, routine
nursing care, and minor medical and
surgical supplies—rose from 50.4 in 1940
to 248.4 by the end of 1961. The index
on the cost of hospitalization insurance
which began in 1951 reflects this great
increase in the cost of hospitalization.

In 1951, the hospitalization insurance in-

dex was at 85.6. By the end of 1961, it

had reached 190.6. I think it is evident
from these basic facts that something
must be done, and must be done soon,
to help the typical American citizen who
is over 65 meet the ominous hazard of
illness and hospitalization.

A BIPARTISAN AND IMPROVED BILL

A year ago, the so-called King-Ander-
son bill was introduced. Its purpose was
to provide some hospital insurance to

those over 65 years who were members
of the social security system. Some of

us in the Senate objected to some of its

provisions. We pointed out that the
problems attendant upon serious illness

were not confined to those under social

security. We simply said that any hos-
pital insurance legislation should pro-
vide benefits to all people who are over
65 years, whether they are under social
security or not.

We had other objections and construc-
tive alternatives. I think that it is in
the best traditions of the U.S. Senate

that we, all of us who are coauthors of
the pending amendments, were able to
come into complete agreement on our
divergent views. We jointly, Republicans
and Democrats, offer this constructive
proposal to the Senate.
We sought to find realistic answers

for a realistic problem. We synthesized
and brought together the best that was
offered in various Democratic and Re-
publican proposals before the Senate. I
believe that we have come forth with a
comprehensive measure which is truly
in the public interest. I pay particular
tribute to my warm friend and Repub-
lican colleague from New York [Mr.
Javits] and to my warm friend and
Democratic colleague from New Mexico
[Mr. Anderson].
Our joint bipartisan proposal now be-

fore the Senate fully meets the first of
my two major objections to the original
administration bill. We now cover not
merely those who are eligible to receive
social security benefits, but also all those
who are over 65. I believe this is es-
sential. I have long felt that it was
completely unreasonable to discriminate
against 2V2 million citizens who, for one
reason or another, had never been cov-
ered under either the social security or
the Railroad Retirement Acts. These
citizens are now to be blanketed into
the program. Their benefits will be paid
from general revenues appropriated by
the Congress.

All those who reach 65 before the be-
ginning of 1967 will also be eligible.

After that, there will be a transition pe-
riod during which those who desire to
have these benefits will have the op-
portunity to secure the needed quarters
of social security coverage in order to
qualify. It is expected that within two
decades over 95 percent of the labor
force will have social security coverage.
In my own State of California we now
have approximately 1,514,000 senior
citizens. Two hundred and forty-nine
thousand of this group have neither so-
cial security nor railroad retirement cov-
erage. However, under our amendment,
they will at last be included in the pro-
gram.
With the blanket coverage of all those

who are retired and who no longer have
the opportunity to acquire the needed
credits, I have concluded that the social
security approach provides the truly con-
servative and fiscally responsible way to
finance these essential benefits. It meets
the requirements of dignity and self-

sufficiency since the individual pays dur-
ing the period in which he is able to work
and earn his living. It is a businesslike
way to finance the program since the
needed funds are raised on an insurance
basis to pay for the benefits to be avail-
ble in one's retirement years.

A notable leader in American industry,
Mr. Edgar F. Kaiser, testified in favor
of the social security approach before
the House Committee on Ways and
Means. Mr. Kaiser, a distinguished Cal-
ifornian, knows firsthand as president of
the Kaiser Foundation Health Plan,
and has repeatedly stated publicly, that
hospital insurance under social security
is neither socialism nor government-ad-
ministered medicine. I agree. It is the
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very antithesis of it. It is insurance
which will foster nongovernmental hos-
pitalization. Said Mr. Kaiser:
The logical outgrowth of social security

financing, as contrasted with appropriations
from general revenues and administration
through social welfare agencies, will be to
keep a greater and Increasing proportion of
retired persons In the mainstream of medi-
cal and hospital care, with services provided
in private and voluntary hospitals. This
will reduce reliance on county hospitals and
other governmental Institutions.

Such comments from an eminent
businessman like Mr. Kaiser make a lot

of commonsense to me.
Another improvement in this current

proposal and one which many of us have
long advocated is the establishment of

a separate Federal health insurance
trust fund. This separate trust fund
will assure the preservation of the finan-
cial soundness of the social security med-
ical system. Thus, the health care pro-
gram will have to stand alone, on its

own merits, and the benefits granted will

have to bear a strict relationship to the
income received as a result of the in-

crease in the social security tax of one-
fourth of 1 percent each for employees
and employers and by three-eights of 1

percent for the self-employed. This tax
would be effective on January 1, 1964.

It would apply to a wage and salary tax
base of $5,200 per year or lower. The
financing of this program by the social

security system and the use of the sep-
arate trust fund assure that moneys
raised for hospitalization insurance will

be used for this purpose alone. This is

a much sounder method of operation
than annually appropriating the needed
funds from the general revenue of the
Government where whim and the tac-
tics of particular pressure groups could
mean either feast or famine for the
program.

A PRIVATE OPTION AND STATE-PRIVATE
PARTICIPATION

Another major objection which many
of us had to the original administration
proposal was that no opportunity was
provided for an individual to continue
his needed health care program in one
policy and thus keep his established rela-

tionships with a private health insur-

ance plan, if his experience had been a
satisfactory one. A few industries, labor
organizations, and public groups have
negotiated health insurance programs
which continue on into one's retirement.

Some of us have worked diligently for
the option provided in our original

agreement and to improve upon it.

This option permits the Federal health
insurance beneficiaries to elect to have
their benefits paid by a private insurance
company. They must make their choice
within 3 months after they become eli-

gible for the program. The private com-
pany would be reimbursed by the Federal
health insurance trust fund for benefit
payments made under the Federal cate-
gories of hospitalization as well as for
their administrative costs up to one and
a half times the administrative costs in
the public program.
When we coauthored the Anderson-

Javits amendment, it was understood
that the private option provision would

be the basis for further discussions. In
the intervening days we have sought to
perfect this private option.
Some of us have suggested the pos-

sibility of developing an alternative
package of hospitalization benefit in-
surance available from private insurance
companies which would give a freedom
of choice to the beneficiary. Thus, an
individual would have the choice, upon
retirement, of continuing with his pri-

vate plan which would contain an equi-
valent to the basic provision which is 90
days' hospitalization and $90 deductible.
He could choose, as an alternative 45
days' hospitalization with no deductible.
Such a choice would be available only if

an individual had held a nonprofit pri-
vate health insurance plan—such as a
group plan, a prepayment group prac-
tice plan, or commercial nongroup plan,
generally known as a mass enrollment
plan, where the carrier's acquisition
costs are comparable to the acquisition
costs under most commercial group
plans—for at least 1 year prior to retire-
ment.

Commercial nongroup plans, regard- .

less of whether or not the acquisition
costs were comparable with those under
group plans, could qualify to offer only
the 90-day hospital benefit if the carrier
met one of the following three tests:

First, did business in 50 States and wrote
1 percent or more of the Nation's individ-
ual health insurance business; second,
was determined by the Secretary to be
national in scope; or, third, did 5 per-
cent or more of the individual health
insurance business within a State. This
type of plan would have to be held for
at least 2 years prior to reaching the age
of 65.

In order to qualify, these plans need
contain only the hospitalization provi-
sion during the 1- or 2-year qualifying
period. However, once the individual
reaches 65 and desires to continue with
his private policy, that plan would have
to provide also all the auxiliary benefits

of the pending legislation. These bene-
fits include skilled nursing facilities,

home health, and outpatient hospital
diagnostic services. Any charges made
against these benefits would be reim-
bursable from the Federal health insur-
ance trust fund. Thus, the elderly citi-

zen has the right to choose different
plans to meet his hospitalization needs.

I have thought it essential that in-
dividual choice be provided. It is. I

have thought it essential that private en-
terprise participate in this program. It

does. The result of our freedom-of-
chOice amendment will be the encour-
agement of a new and enlightened era
in the provision of health care for the
aged. The establishment of a competi-
tive yardstick between the operations of
the Social Security Administration and
the various private health insurance car-
riers will, I am sure, prove to be a useful
guide in evaluating the effectiveness with
which each group operates both in terms
of benefits conferred and in terms of ad-
ministering those benefits.

With approximately 40 percent of the
senior citizen's basic health needs met
through the hospitalization and nursing
home provisions, private health insur-

ance carriers will have a greater oppor-
tunity to concentrate on the provision of
supplemental benefits. Indeed, our pro-
posal gives private health insurance an
additional incentive to compete. Our
senior citizens will have the opportunity
to secure more comprehensive coverage
at a reduced cost, since the basic burden
and risk is being borne by the social

security system.
I have also thought that the States

and those who are experienced in the
health care field should have a responsi-
ble role in implementing this new pro-
gram. An appropriate provision is in
our bill. Each State can participate in

determining the eligibility of its health
care facilites. In addition, the State can
through its public health department
provide consultation services to the pro-
viders of hospital care under this
program. States would be able to supple-
ment the authorized benefits if they de-
sire. Moreover, under the Anderson-
Javits amendment, the Secretary of
Health, Education, and Welfare may
delegate some of his administrative func-
tions to Blue Cross or similar group-
plan insurance organizations are experi-
enced in dealing with hospitals and other
providers of health services. A group
of hospitals or other providers of health
services may, under our legislation, also
designate a private organization of their

. own choice to receive bills for '.services

and pay them. Thus, hospitals which
have established relationships with
private health care organizations will be
able to continue them under the gov-
ernment program. The result should
be more efficiency in the administration
of this program.

THE BENEFITS

So much for the improvements which
have been made in .the approach ariS
the methods of operation. Now, what
benefits are granted under the bill?

Our Federal health insurance program
would provide for inpatient hospital
services for up to 90 days during a single
period of illness. The patient would
be required to pay $10 per day for up
to 9 days during each benefit period,
with the minimum payment set at $20.
Payment would be made for up to

180 days of skilled nursing home serv-
ices for patients who transfer to a hos-
pital-affiliated nursing home from a hos-
pital. The intent is not to underwrite
terminal care but to reduce the cost of
hospitalization by providing a half-way
point between the hospital and the
home. Home health services for up to
240 visits could be paid for during a
calendar year. These home health serv-
ices would be furnished by, or through,
public or nonprofit agencies under a
plan prescribed by a physician. These
services would include nursing care,
physical, occupational, and speech ther-
apy, medical supplies—other than drugs,
appliances for temporary use, and cer-
tain part-time or intermittent home-
maker services.

In addition, payments would be made
for outpatient hospital diagnostic serv-
ices of the kind customarily furnished
by or through a hospital to its outpa-
tients. Payments for outpatient hospital
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diagnostic services furnished an indi-
vidual during any 30-day period would
be subject to a $20 deductible.

I recall some of the comments my able
friend the Senator from New Mexico
TMr. Anderson] made the other day, in
speaking of our proposal:
The benefits follow the Blue Cross ap-

proach by concentrating on coverage against
the most burdensome health costs that older
people face—that is, the cost of hospitaliza-
tion. But the amendment improves on the
usual Blue Cross-type benefit package some-
what by providing, in addition to payment
for more hospital service than the usual Blue
Cross plan for the aged, payments for cer-
tain skilled nursing facility, visiting nurse,
and hospital outpatient dianostic services.

These supplemental benefit features were
included so that physicians would be free
to recommend less-expensive substitutes for
hospital care without increasing their
patient's health costs.

The Blue Cross approach that the amend-
ment follows has been proved to be a highly
successful form of protection against health
costs. It not only meets the most burden-
some health costs people face, but it is des-
igned to fit in with the other kinds of
health insurance people ordinarily want.
The Blue Cross-type benefit plan I am pro-
posing would provide only basic protection
to which the elderly will want to add by
buying health insurance against surgical
costs, physicians' fees, and other health
costs.

Blue Cross has been proved satisfactory in
every respect except one. An essential part
of the traditional Blue Cross approach is

that it be sold to everyone in the community
for the same premium. In effect, what this

has meant is that Blue Cross provides cov-
erage to the elderly at a premium that isn't

large enough to cover their high hospital
costs. In recent years, Blue Cross has been
paying out $375 million in benefits a year
for the elderly while collecting only $200
million from them—and the deficit has to
be made up by the younger subscribers. Blue
Cross has as much as said that it can't do
business on this basis any longer and that

—

in order to compete with the commercial in-
surers—it will have to double or triple the
premiums for the aged. Blue Cross also
recognizes that the aged can't pay the high
premiums that are necessary and that Gov-
ernment help is needed.

In essence, then, what I am proposing
Is a Blue Cross-type benefit plan for the
elderly that is financed through social se-

curity in such a way that the full cost of
their coverage will be met. Finally, and this

is also very important, by following the Blue
Cross approach, the proposed program can
benefit from Blue Cross experience and can
follow practices which are already well estab-
lished and accepted by hospitals.

This concept we developed. It is

sound. It is American. The comments
of the Senator demonstrate the great
and growing hazard facing those over
65, and the increasing difficulties they
face in insuring themselves against the
prodigious costs of illness requiring hos-
pitalization.

FACT VERSUS FICTION

I have been interested in reading the
charges and countercharges which have
been raised concerning this amendment.
The bogyman of Federal encroachment
on the doctor-patient relationship and
on control of our hosiptals has been fre-

quently voiced. Our proposal cannot
possibly interfere with the doctor-pa-
tient relationship. And we do not in-
tend that it should. No doctor's serv-

ices are paid for by our bill unless those
services, such as pathology, radiology,
physical medicine, and anesthesiology,
are rendered by physicians in the em-
ploy of, or working under, an arrange-
ment with the hospital as an incidental
part of the hospital care. Then these
services are paid for only because the
doctor and the hospital have agreed of
their own free will to provide such in-
cidental services in this manner.
Mr. President, I read into the Record

at this point section 1701(a) at page 4,

as follows:

Sec. 1701. (a) Nothing in this title shaU
be construed to authorize any Federal of-
ficer or employee to exercise any supervision
or control over the practice of medicine or
the manner in" which medical services are
provided, or over the selection, tenure, or
compensation of any officer or employee of
any hospital, skilled nursing facility, or
home health agency; or to exercise any
supervision or control over the administra-
tion or operation of any such hospital,
facility, or agency.

I do not believe in government con-
trol of medicine. I do not believe in
government interference with the doc-
tor-patient relationship. The individual
will continue to have free choice as to
his doctor. The bill would in no sense
interfere with his right. With his
doctor he will choose his own hospital, if

in his doctor's judgment, hospitalization
is required.
Another improvement in the current

proposal which I believe should once and
for all sweep away this charge of Fed-
eral encroachment is the provision that
all hospitals which are accredited by the
Joint Commission on the Accreditation
of Hospitals—composed of members of
the American Medical Association and
the American Hospital Association—will

be automatically included. I under-
stand that approximately 85 percent of
the hospital beds in America meet, these
standards. For the remainder, in order
to enable some of these hospitals to par-
ticipate, the Secretary of Health, Educa-
tion, and Welfare will have authority
to set certain standards which do not
exceed those that have been agreed to
by the two professional groups which
make up the joint commission. If the
Secretary were not permitted to set such
standards, there undoubtedly would be
some areas of this country where no hos-
pital facilities would be eligible. Thus,
it is the private medical and hospital
professions which will set the maximum
standards and not the Secretary. If a
hospital has a grievance, it would be
well advised to discuss it with the Amer-
ican Medical Association and American
Hospital Association joint commission.

I have been interested in some of the
comments which have been made on
the bill by a few members of the medical
profession in my State. I have received
many telegrams and letters, some from
members of the medical profession
wholeheartedly in favor of our amend-
ments, and some from doctors just as
vigorously opposed. Under our Amer-
ican way of life, an American citizen

has a right to express himself to those
who represent him through the elective

process in a parliamentary body. I

recognize the right of any citizen in or

out of the medical profession to register
his views with his representative in the
Senate and in the House of Represent-
atives, no matter in what fashion he
represents those views.

I have received threats from some peo-
ple, telling me that if I tried to help
fashion a piece of legislation to bring
to elderly Americans some semblance
of assistance with respect to hospital-
ization insurance, the days of my public
service would be at an end.

I respect the right of an American
citizen to register his views, indeed, to
make that kind of threat. But I have
the right as a Senator, indeed, I have a
duty, standing on this floor, to reject
threats, and to do that which I believe
I ought to do for my country and for my
State.

I had a great predecessor in the
Senate from California, Hiram W.
Johnson. The Presiding Officer (Mr.
Burdick in the chair) , will remember
him, and the Presiding Officer's late
father served with him. Some people
tried to push Hiram Johnson around in
his day "but no one succeeded. There was
a great Senator. Once, when someone
tried to push him around he came to the
floor of the Senate and said, "Mr. Presi-
dent, I would rather be a dog and bay
at the moon than to come crawling in
the U.S. Senate on my stomach when
someone threatens me to do his bidding."
That is a very good philosophy to fol-

low for any Senator who tries as best he
can to represent the public interest.

I have no doubt that every Member of
the Senate, Republican and Democrat,
he who supports the bill and he who op-
poses it, as he sees the light, is en-
deavoring to represent the best interests
of the country. That is why we have
debate. Divergencies of views are good.
Out of a discussion of them, out of argu-
ment, can come the truth and the way to
progress. What do we seek to follow, Mr.
President? It is the public interest.

That is what we serve. And threats of

reprisal ought not to dissolve us from
that bounden American duty.
Mr. President, I ask unanimous con-

sent to have printed at this point in the
Record the text of a telegram to me from
42 members of the medical profession in

California.

There being no objection, the telegram
was ordered to be printed in the Record,
as follows:

Chicago, III., June 26, 1962.

Hon. Thomas H. Kuchel,
Senate Office Building,
Washington} D.C.
The undersigned, Malcolm C. Todd, M.D.,

member of the 42-man delegation to the
American Medical Association and a national
director of the American Medical Political

Action Committee, has been authorized to
convey this message of 18,000 California doc-
tors, their friends and political allies to you.
Since I could not talk to you by long distance
this morning, I told your Mr. Ewing House
that we are unalterably opposed to any com-
promise in our opposition to the King-
Anderson bill now in the House Ways and
Means Committee. We strongly urge that
you not to be a party to pulling Democratic
chestnuts from the political fire by assisting
Senator Anderson in his abortive attempt to
initiate similar legislation in the Senate. You
know that this move is simply to pay a cam-
paign debt to labor and to attempt to embar-
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rass Republican Members. On the principles

that you are taking over prerogatives of the

lower House and that Anderson's proposal

has not had sufficient Senate study it is our
strong plea that you oppose this Democratic
political chicanery on such an important
matter as the care of the senior citizens of

our country. We wish to point out that
Kerr-Mills law is being implemented in

California and physicians are supporting it.

We are on record in favor of any necessary

changes for Kerr-Mills to be absolutely "cer-

tain that those who need care will get

—

underline "get"—care. Our American Medi-
cal Political Action Committee is developing
tremendous strength in' medical and allied

circles. Sunday night 1,000 doctors heard
Senator Tower at a $25-per-plate dinner.

We plan to do everything within the power
of an aroused profession to preserve sound
American principles and that includes the
protection of patients to select their own
physicians without governmental interfer-

ence in providing the best care in the world.
The following delegates assembled here in
Chicago Join me in this statement which will

also be distributed to our many friends and
our patients:

O. W. Wheeler, CMA's president, Riverside;
Warren L. Bostick, immediate past president
of California Medical Association; Donald A.
Charnock, past president, CMA, Los Angeles;
Burt L. Davis, president of general practi-
tioners of California, Palo Alto; James C.
Doyle, Beverly Hills; James E. Feldmayer,
Exeter; Leopold H. Fraser, Richmond; Henry
Gibbons, 3d, San Francisco; Eugene F. Hoff-
man, AMA's television committee, Los An-
geles; Charles B. Hudson, Oakland; Arthur
A. Kirchner, AMA's liaison committee with
nurses, Los Angeles; J. Lafe Ludwig, AMA's
legislative chairman, Los Angeles; Arlo A.
Morrison, president of National Blue Shield
Plans, Ventura; J. Norman O'Neill, Los An-
geles; J. B. Price, Santa Ana; John M. Rum-
sey, San Diego; Ralph C. Teall, CMA's speak-
ers bureau, Sacramento; Dwight L. Wilbur,
San Francisco; Jay J. Crane, Los Angeles;
Joseph H. Failing, San Marino; Harry R.
Walker, Oakland; Rutherford T. Johnstone,
Los Angeles; E. Vincent Askey, AMA past
president, Los Angeles; John W. Cline, AMA
past president, San Francisco; . Dwight H.
Murray, AMA past president, Napa, Wal-
ter H. Brignoli, St. Helena; Dudley M. Cobb,
Los Angeles; Robert Combs, San Francisco;
Francis J. Cox, San Francisco; Edward H.
Crane, Jr., Los Angeles; Donald C. Doods,
Oakland; Leon P. Fox, San Jose; Charles E.
Grayson, Sacramento; Carl M. Hadley, San
Bernardino; Donald D. Lum, Alameda; Wil-
liam F. Qulnn, Los Angeles; Hartzell H. Ray,
San Mateo; Wilbur G. Rogers, Glendale;
Samuel R. Sherman, president elect of CMA,
San Francisco; J. E. Vaughn, California
American Medical Political Action Commit-
tee director, Bakersfield; Francis E. West,
CMA past president, San Diego; and to this
list we believe we can, with deepest respect
and the fondest of memories, add the name
of our dear departed Glenn Curtis.

Mr. KUCHEL. Mr. President, I wjph
to comment on the telegram. It came to
me from 42 members of the medical pro-
fession of California, meeting in na-
tional convention in Chicago. They
said, in part:
We are unalterably opposed to any com-

promise in our opposition to the King-
Anderson bill now in House Ways and Means
Committee. We strongly urge that you not
be a party to pulling Democratic chestnuts
from the political fire by assisting Senator
Anderson in his abortive attempt to initiate

similar legislation in the Senate You know
that this move is simply to pay a campaign
debt to labor and to attempt to embarrass
Republican members. On the principles

that you are taking over prerogatives of the

Lower House and that Anderson's proposal
has not had sufficient Senate study it is our
strong plea that you oppose this Democratic
political chicanery on such an important
matter as the care of the senior citizens of

our country. We wish to point out that
Kerr-Mills law is being implemented In Cali-

fornia and physicians are supporting it. We
are on record in favor of any necessary
changes for Kerr-Mills to be absolutely cer-

tain that those who need care will get

—

underline get—care. Our AMPAC is devel-

oping tremendous strength in medical and
allied circles. Sunday night 1,000 doctors
heard Senator Tower at $25 per plate dinner.
We plan to do everything within the power
of an aroused profession to preserve sound
American principles and that includes the
protection of patient's to select their own
physicians without governmental interfer-

ence in providing the best care in the world.

I can agree with part of their telegram,
I want patients in America to be per-
mitted to select their own physicians,
without any governmental interference,
in providing the best health care in the
world; and, Mr. President, this bill will

help promote that design. It does not
interfere with it. But for the rest of the
telegram, Mr. President, let me say that
a U.S. Senator has a responsibility to
decide for himself where the public
interest lies. And, having decided, I
reject the position these gentlemen take.

Mr. President, I ask unanimous con-
sent to have printed at this point in the
Record an article entitled "Doctors Pres-
suring Senator Kuchel," written by Da-
vid Perlman, and published in the San
Francisco Chronicle of June 28, 1962.

There being no objection, the article

was ordered to be printed in the Record,
as follows

:

Doctors Pressuring Senator Kuchel
(By David Perlman)

Chicago.—California physicians turned
their political guns on Senator Thomas
Kuchel yesterday In an effort to prod the
Los Angeles Republican away from support
of old-age health care through social se-

curity.
The Callfornians warned the Senator that

he faces "the power of an aroused profes-
sion" if he alienates organized medicine by
agreeing to any compromise on the King-
Anderson bill.

But the Senator quickly shrugged off the
California threat; his office told the Chron-
icle that Kuchel will insist on joining a bi-
partisan effort to amend the health care
measure and push its passage through the
Senate early next week.

WORRIES

The 42-man delegation of California physi-
cians to the American Medical Association's
annual meeting here is deeply worried about
Kuchel 's politics these days.

Kuchel is part of a liberal Republican
group that opposes King-Anderson but fa-
vors a social security mechanism for financ-
ing health services to the aged. Because the
King-Anderson bill now seems firmly bottled
up in the House Ways and Means Commit-
tee, the Kennedy administration is seeking
to push a vote on it by the Senate, where
passage would be easier.

But Kuchel and his liberal GOP group have
set a price for their support: They want the
measure amended to provide Federal funds
for the nearly 4 million old people who are
not covered by social security, and to offer

recipients a choice between Government-fi-
nanced care or cash benefits to pay for pri-

vate health Insurance.

ACCEPTABLE

Senator Clinton P. Anderson, Democrat,
of New Mexico, and Senator Jacob Javits,

Republican, of New York, have just agreed
that a compromise such as sponsored by
Kttchel, might be acceptable to Senate Dem-
ocrats.
The measure—possibly "brought to the Sen-

ate floor as an amendment to a pending wel-
fare bill already passed by the House—is ex-
pected to come up by Monday.
The California delegates here are Incensed

by Kuchel 's position. They, like aU organ-
ized medicine, are convinced that any health
care program financed by social security is

inevitably a foot in the door leading to Gov-
ernment control of medicine, and is a piece
of welfare-statism foisted off on the public
by a coalition of liberal Democrats and big
labor.
"We urge you not to be a party to pulling

Democratic chestnuts from the political fire,"

the California physicians told Senator
Kuchel in a telegram. "This move is simply
to pay a campaign debt to labor."

chicanery

The Callfornians warned Kuchel he would
be participating in "Democratic political chi-
canery" if he supported the compromise Sen-
ate plan, and told him he faces "the power
of an aroused profession determined to pre-
serve sound American principles—and that
includes the protection of the right of pa-
tients to select their own physicians with-
out Government interference."
Among the 42 signers of the political warn-

ing to Kuchel were three former presidents
of the AMA: Dr. E. Vincent Askey of Los
Angeles, Dr. John W. Cline of San Francisco,
and Dr. Dwight H. Murray of Napa.

Other San Franciscans who Joined the
move included Dr. Samuel R. Sherman, pres-
ident-elect of the California Medical Asso-
ciation; Dr. Robert Combs, Dr. Francis J.

Cox, and Dr. Henry Gibbons III.

Mr. KUCHEL. Mr. President, I ask
unanimous consent to have printed at
this point in the Record an editorial en-
titled "Forty-two Doctors Wire Their
Senator," published in the San Francisco
Chronicle of June 29, 1962. The edi-
torial comments on the article to which
I have just referred.

There being no objection, the editorial

was ordered to be printed in the Record,
as follows:

Forty-two Doctors Wire Their Senator
The 42 California physicians who sent a

telegram warning Senator Thomas H. Kuchel
not to risk their displeasure by working for
a compromise solution of medical care for
the aged have every right to do what they
did.

At the same time, Senator Kuchel needs
no reminder that he has an equal right to
ignore this somewhat presumptuous and
fatuous warning.
We will even say that when a group in-

vokes "the power of an aroused profession"
against his proposed course of action, a U.S.
Senator has the duty to invite them to go
right ahead and arouse themselves.
Kuchel, who is the Republican whip in

the Senate, has been working sensibly with
a few other Republicans to improve the med-
ical care plan laid out in the King-Anderson
bill. They favor the social security tax as the
means for financing health services to those
over 65 who are covered by social security,

but they would give these recipients a choice
of accepting either Government-financed
care or, in lieu of that, cash benefits to pay
for private health insurance.
This is aimed at the very thing the physi-

cians say is so sacred, namely, the right of
patients to select their own physicians with-
out Government interference.
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The organized medical profession, however,
takes the position that any health care pro-
gram financed by social security Is infected

with a form of socialistic leprosy against
which doctors have a duty to ring their bell.

Since doctors are the world's least impressive
authorities on the economics of public fi-

nance, and since many of them already prac-
tice medicine In Government-controlled
hospitals without serious socialistic side

effects, this position strikes most laymen as

simply absurd. We are glad to see that it

has not frightened Senator Kuchel.

Mr. KUCHEL. Mr. President, I fre-

quently wonder, from the tye of argu-
ment made by those who write me in

opposition to some kind of hospital in-

surance for the elderly, whether or not
they have read our bill. In their oppo-
sition, they sometimes argue that doc-
tors are willing to provide free medical
care for all who wish it, and thus there

is no need for the program. I salute the
members of the medical profession across

the country who have expressed such a
willingness. But that is not the question
in this instance. It is completely irrele-

vant to debate on our amendment. Our
proposal does not provide for the pay-
ment of doctors' fees. The only relevant
question is, Are these estimable members
of the medical profession willing to pay
the hospital bills for those who need hos-
pitalization? The question was correct-

ly answered by a distinguished Los An-
geles physician having more than 40
years of practice when he testified be-
fore the Senate Special Committee on
the Aging. I quote from the testimony
of Dr. Daniel R. Mishell:

We as physicians can, and always will, ren-
der medicai care to people at whatever mod-
est fees they can afford to pay, but we can-
not help them cope with the tremendous
rise in hospital costs, a rise which is bound
to continue.

Mr. President, I repeat: I vigorously
object—I object without any qualifica-

tion at all—to the medical profession, or
any profession, becoming controlled by
the Government of our country. But
the proposed legislation does not control
doctors. Let us recall that the medical
profession—the doctors in my State and
elsewhere—has endorsed the so-called
Kerr-Mills Act, which today provides for
the direct payment of doctors' fees.

Our bill does not deal with doctors' fees.

Now I should like to recall a bit of
history. The date is March 3, 1935.

America was climbing out of a quagmire
of economic depression. But poverty
was still abroad in the land. Many peo-
ple could not pay their bills. On that
date, March 3, 1935, the house of dele-

gates of the California Medical Associa-
tion met and adopted a resolution. The
resolution urged the enactment of legis-

lation to create "a health insurance sys-

tem mandatory as to certain population
groups and voluntary as to certain other
population groups." And nobody leveled

a cry of "socialism" when that action
was taken.
The members of the California Medi-

cal Society actively sought the passage
of such legislation by the legislature

of my State at that time. Senate bill

454 was introduced in the California
State Senate during its 1935 session.

Among 32 detailed pages, that legislation

provided that "every employer pay an
amount equal to 5 percent of the wages
paid to his employees, other than casual
employees, during any calendar month"
into a fund administered by the State
health insurance commission. That was
the position of the medical society of my
State in 1935.

I do not quarrel with the right of any
individual or group to take a certain
position on one occasion and another
position on the next occasion. But I

have recited that bit of history from
the State of California to demonstrate
that, from time to time, the people in

the medical profession itself have been
interested in health insurance legisla-

tion, with a 5 percent tax on wages.
Mr. President, I ask unanimous con-

sent to have printed at this point in the
Record the text of the resolution adopted
by the California Medical Association in

1935.

There being no objection, the resolu-
tion was ordered to be printed in the
Record, as follows:

Whereas the studies of the committee of
five of the California Medical Association
have shown the inability of a certain per-
centage of our population to adequately
finance the cost entailed by illness; and
Whereas because of this economic situa-

tion proper medical care Is beyond the reach
of this population group; and
Whereas it has been established that this

problem can be alleviated by the utilization
of the Insurance principle; Now, therefore,
be it

Resolved, That the House of Delegates of
California Medical Association recommends
that legislation be proposed seeking to estab-
lish a health Insurance system, mandatory
as to certain population groups and volun-
tary as to certain population groups, which
6hall include the following principles:

1. The patient shall have absolutely free
choice of physician and hospital;

2. The medical profession shall determine
the scope, extent, standards, quality, com-
pensation paid for, and all other matters and
things related to, the medical and medical
auxiliary services rendered under the system;

3. There shall be no provision for cash
benefits;

4. The patient shall receive adequate
treatment and his physician shall receive
adequate compensation;

5. The foregoing principles shall be main-
tained with such modifications thereof as
may from time to time be recommended, or
approved by the profession; and be it further

Resolved, That the California Medical As-
sociation immediately offer its full aid and
cooperation to the interim committee of the
Senate of the State of California charged
with the study of this problem, to the end
that any measure which shall be passed
establishing a health insurance system at
the 1935 session of the California Legislature
shall contain the above principles; and be
it further

Resolved, That there be formed a special
committee authorized and empowered to act
herein, constituted as follows: the legislative
committee of the association and three
members of the association to be appointed
by the speaker of the house.

Mr. KUCHEL. Mr. President, in the
proposal now pending, we are concerned
with meeting very real health needs
which statistics show increasingly arise
among a growing group of our people,
those over age 65, who because they have
retired are the least able to pay the high
cost, indeed the catastrophic cost, of

hospitalization. Our proposal will not
put the Federal Government into the
field of medicine, although the Federal
Government has been interested in and
helpful to the field of medicine since the
founding of our country. Yet the
medical profession has been free and
has prospered. We are all grateful for
that fact.

It has been the established policy of
the Federal Government since 1798 to
provide Government medical care for our
merchant seamen. In the first session
of the First Congress a bill was intro-
duced as an "act for the relief of sick
and disabled seamen." Hospitals were
built and physicians were employed by
the Government. Each sailor was
charged 20 cents a month for this serv-
ice. This service grew into what is now
known as the U.S. Public Health Service.
This distinguished organization, which
includes the National Institutes of
Health, has advanced the cause of
medical science and research more than
any other group in America. The crea-
tion of the National Institutes of Health
represents one of the great milestones
of progress by Congress.
During fiscal year 1963, the Federal

Government is supporting about three-
fifths of the more than $1 billion which
is being spent for medical research in
this country. In fact, in the next year
the Federal Government will spend more
than $1 billion on medical and health
related research and the facilities with
which to conduct that research. I have
receive^ no letters from private medical
researcners alleging that the Federal
Government has encroached upon their
freedom after they have accepted these
grants.

Federal support for hospital construc-
tion alone will amount to almost $200
million in the coming year. I have re-
ceived no letters from private hospital
administrators, or trustees, that the Fed-
eral Government has encroached upon
their freedom after they have accepted
Hill-Burton funds. Federal moneys used
in construction of private hospitals.

In addition, we expend over $1 billion

for veterans hospitals and veterans
medical care, including research and ad-
ministration ; $68 million will be spent
on veterans hospital construction during
the coming year. But in the Anderson-
Javits amendment we are not talking
about subsidized research, hospital con-
struction, or health care. What we are
talking about is an insurance program
where one puts away in his working
years funds which can be available dur-
ing his retirement to meet some, not all,

of his health care needs.

Mr. President, several months ago I

had the opportunity to speak to the
President of the United States. I told

the President that I would be unable to

support the King-Anderson bill as it had
been originally introduced. He asked
me why. I told him what flaws I be-
lieved were inherent in it. I told him
what, generally, in my opinion, I would
do in order to try to overcome those
flaws. These were matters of principle,

as I saw them. He asked me to write
him a memorandum on it. I did. I ask
unanimous consent that a copy of my
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letter to the President of the United
States, dated April 2, 1962, be printed at

this point in the Record.
There being no objection, the letter

was ordered to be printed in the Record,
as follows:

U.S. Senate,
Committee on Appropriations,

April 2, 1962.

Hon. John F. Kennedy,
The White House,
Washington, B.C.
Dear Mr. President: In order to meet the

medical care problems confronted by our
senior citizens, a program will have to be
devised, and soon. To be equitable, it needs
to go beyond the limitations of the social

security approach. While I recognize the
reasonable fears of those who desire a sep-

arate trust fund rather than having benefit

payments solely dependent on general funds
and annual appropriations, I think the
proper solution may well be a blending of

both systems. For several million citizens

over 65, who have never participated in the
social security program, the general revenue
method would seem to be ^he only solution.

Teachers, policemen, firemen, and other
public employees who have never been under
social security—though many of them have
wished to be—are finding their medical care
problems equally ^reat.

I respectfully suggest that the concept of

freedom of choice might well extend beyond
the selection of one's doctor and include,

were an individual to prefer it, the purchase
of a noncancellable private health insurance
policy. I think that Senator Javits has a
commendable thought on this matter. Un-
der his proposal, an individual could take
this option only if he had already been un-
der such a private plan for at least a year
before reaching the age of 65. The private
carrier would receive a cash reimbursement
on either a monthly or quarterly basis up to

a specified amount based on the estimated
annual cost of the benefits used by those not
taking the private option. If the senior
citizen lapsed in payment to the private
carrier, he would then automatically go un-
der the public benefit system.
There are several advantages to this

option. One is that an individual could seek
additional coverage not possible under the
regular system in order to meet specific

needs. For this he would make up the dif-
ference between the cash reimbursement and
the actual cost of this benefit package. An-
other advantage is that the availability of
this alternative would stimulate the con-
tinued growth of private health insurance
and encourage experimentation by private
and group health carriers to design a bene-
fit package which would meet the medical
and health needs of our senior citizens.

Many workers are covered by private medi-
cal care insurance as the result of collec-

tive bargaining agreements. They might
find it more convenient and practical to con-
tinue with their present private plan after
retirement if this option were available. If

the Secretary of Health, Education, and
Welfare interposed no objections on actu-
arial or administrative grounds, I believe
this proposal by Senator Javits would be
beneficial.

Whatever systena is finally agreed upon
should be one which does not include a
means test. To include this device in light
of the major financing method of the system
is inexcusable, as you have observed.
Some thought might be given to providing

for the administration of this medical care
program through State agencies. There
could be some advantage here from the
point of view of maintaining close contact
with local conditions and providing a more
rapid decision on the payment of particular
benefits. More important, I think those

States with the financial capacity to do so
should be encouraged to build on the Fed-
eral benefit base if they so desire. State ad-
ministration of this program would make
this possible.

You have my cooperation in devising a
constructive and forward-looking measure
which I know we both hope will do the job
which needs to be done and which is long
overdue.

Respectfully yours,
.Thomas H. Kuchel,

U.S. Senator.

Mr. KUCHEL. Mr. President, the
recommendations made in good faith by
some of us were accepted, in over-
whelming degree, not alone by the Sen-
ator from New Mexico [Mr. Anderson],
but also by the President of the United
States. I do not believe we should be
bullied or threatened for trying to enact
legislation that is in the interest of the
American people and that does represent
sound progress. As Senators, we repre-

sent all of the people, not the few.

Mr. President, I ask unanimous con-
sent to have printed at this point in the

Record copies of two editorials—one
from the San Francisco Examiner of July

5, and one from the Washington Post of

July 1.

There being no objection, the edi-

torials were ordered to be printed in the
Record, as follows:

[From the San Francisco (Calif.) Examiner,
July 5, 1962]

Medicare Road to Reason

The recent and excellent series by Jack
Pickering, Hearst headline service medical
writer, on health systems operating in six

European countries, points to these con-
clusions:
In the immensely complicated problem of

providing medical care for the aged, people

of low income and other categories, no na-
tion has produced a plan which can be con-

sidered "final" or a model for the United
States to follow.
Yet there is a basic recognition of the

need in one form or another of government-
supported health plans. In brief the nations

visited by Mr. Pickering are engaged in try-

ing to work things out through the ageless

human formula of trial, error, experience

and reason.
It seems to us inevitable that we shall have

to try to work things out on that formula
in our country, too.

It is in this connection that we welcome
the move now underway in the Senate to

remove the consideration of medical care for

the aged from the frozen postures of parti-

sanship and into the area of reasonable

study and debate.
To this end the bipartisan compromise

supported by 5 Republicans and 18 Demo-
crats is a distinct service.

The compromise would retain the social

security financing feature of the administra-
tion's bill but would extend health insur-

ance coverage to most older persons not
eligible for social security or other Federal
retirement benefits. It would modify the
compulsory aspects of the administration
measure by offering an option plan to those
not wanting health coverage under social

security, and it would permit private in-
surance plans to be used as administrators
of the Government program.
We are not at this time coming out in

support of any particular plan. The com-
plexities and implications need a great deal
of thought by all of us.

But we are, as always, in support of an
approach by reason to a massive problem
like this, which is what the Senate compro-

mise attempts. Frozen postures are a dis-
service to everyone, including the millions
of Americans directly affected.

[From the Washington Post, July 1, 1962]

Medical Breakthrough
There is room for qualified rejoicing over

the new bill to provide medical care for the
aged introduced in the Senate on Friday by
23 sponsors. It does the bill a disservice to
call it a compromise; it is an improvement on
the old version. And there is something
really hopeful in the fact that it has the
support not only of administration leaders
but of five distinguished Republican Sen-
ators as well.

The Republican support comes from
Thomas Kuchel, the Republican whip, and
Senators Javits, Keating, Case, and Cooper.
Although these men are progressive Repub-
licans, who have already accepted the prin-
cipal of social security financing for the
medical care program, they are also men who
have been articulately critical of the admin-
istration measure. That they and the
Democratic sponsors of the program were
able to adjust differences and join hands in
a common proposal reflects the best sort
of legislative accommodation and suggests
a real determination on both sides to eschew
political jockeying and find a practical solu-
tion for an urgent national problem.
The changes in the bill are all commend-

able. It will now include persons over 65
who are not covered by social security; it

would be unwise as well as unjust to leave
them out of the program. It provides that
accreditation of hospitals furnishing serv-
ices under the program be determined by
the American Hospital Association and the
American Medical Association; this should
insure high standards, and perhaps it will
in some measure mitigate the hostility of
doctors. It will allow Blue Cross or other
private insurance plans to deal with the
hospitals in supervising administration of
the program and It will give beneficiaries
an "option" to continue private health in-
surance protection. In addition, it will
adopt Gov. Nelson Rockefeller's idea of cre-
ating a separate "health insurance trust
fund" instead of lumping medical care
money in with other social security accounts.
We see no harm in these changes.
The Senate is to debate the medical care

program this week. We hope it will be an
enlightening debate which will set at rest
some of the hobgoblins raised by the Amer-
ican Medical Association. If the Senate
passes the bill, it must go to the House where
hopes for its adoption are far from high.
Representative Wilbur Mills, the redoubt-
able chairman of the House Ways and Means
Committee, is against it and so there is little

hope that it will be reported out by that
body. If Senatorial strategists try tacking
it on to the general welfare reform bill as
an amendment, it will have to go to the
House Rules Committee where its chances do
not seem much brighter. Nevertheless, let

us rejoice that it is on its way.

Mr. KUCHEL. Mr. President, I also
ask unanimous consent to have printed
in the Record at the conclusion of these
remarks, a few communications of the
many thousands I have received from
citizens of my State, including members
of the medical profession, urging that
Congress pass what some of us have now
agreed upon.
The PRESIDING OFFICER. With-

out objection, it is so ordered.

(See exhibit 1.)

Mr. KUCHEL. Mr. President, a num-
ber of months ago I received a thought-
ful letter from a constituent of mine

—

a retired schoolteacher who is in her
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seventies. Her husband is a retired Fed-
eral employee, and is several years her
senior. She told me that they are able
to pay their bills fairly well, provided
they watch their nickels and their dimes.
They live in a small home in a suburb of

Los Angeles. They live in dignity,

American style. They have no social se-

curity. They get along on the income
from the savings of a long' lifetime.

They are happy about it. They ask no
favors. They are, I think, a typical
elderly American family. In her letter

to me she raised the following question

:

When one of us goes to the hospital, as
surely one of us ultimately will, and if

the stay at the hospital is prolonged, as it

well may be, we will pay the bills by dis-

sipating our small estate, such as it is, in
whole or in part; but we will do it even if it

means mortgaging our home. But when
the time comes for one of us to be a sur-
vivor, then, Senator, both of us are plagued
and frightened and bewildered at whether
or not the survivor can live out his or her
lifespan in dignity or whether he or she will

be deemed an indigent and a public charge,
with no estate, no home, and no income.
Please, Senator, work for some kind of legis-

lation under which with pride and with dig-
nity and with honor, an American citizen

over age 65 who cannot afford to pay the
costs of expensive hospitalization may re-

ceive some basis of insurance which will help
assuage the pain to a family which so suffers.

That dear lady, whom I have never
seen, wrote:

Senator, please do not turn your back on
this dreadfully important problem.

Mr. President, I will not turn my back
on it; I pray the Senate will not turn its

back on it, either.

Exhibit 1

Malibu, Calif.,

July 1, 1962.
Senator Thomas H. Kuchel,
Senate Office Building,
Washington, D.C.:
As Republican and physician I urge your

support of King-Anderson bill. Many phy-
sicians unwilling to express self.

Sincerely yours,
Forrest Adams, M.D.

San Francisco, Calif.
Senator Thomas H. Kuchel,

' Washington, D.C.
Dear Senator Kuchel: This is Just to let

you know that I'm proud to have you for my
Senator and glad that AMA doesn't have you
in their pocket. Your stand on the Ander-
son-Javits bill sounds good to me. Don't let

them pressure you. Keep up the good work.
Hope you're reelected.

Sincerely,

Marie Carlberg.

San Francisco, Calif.,

September 14, 1961.
Hon. Thomas H. Kuchel,
Washington, D.C.
Dear Mr. Kuchel: I wish to thank you

for your letter and for your support of
medical bill for persons 65 years of age and
over, whether or not the individual has been
covered by the social security system. Mr.
Bishop and I are past 70 years and are on a
railroad pension, so it stands to reason, we do
not have the wherewithal to cover medical
bills.

Things are pretty bad when a doctor will

not leave his office for a new patient, when

the emergency ambulance must remove him
and leave him lay for hours before being
transferred to the general hospital, where
he is looked over, but nothing done about
it. The man being sent home at midnight,
weak and without food, the man was my
husband and needs attention. I haven't
mentioned myself. I probably have a mis-
placed vertebra. The doctors charge a
mighty big fee and medicine is so high,
something must be done and that soon.

I am glad there are many that are for this

bill and thank you and everyone for their
fine efforts to help us.

Wishing you luck and best wishes, I am,
Sincerely,

Mrs. Louise Bishop.

Auburn, Calif., May 22, 1962.

Senator Kuchel,
Congress of the United States,

Washington, D.C.
Dear Sir: I urge you to support in every

way the King-Anderson bill.

As a nation we approve the principle of
prepaid pensions. Why not then give ap-
proval to prepaid medical care?
Thousands of citizens, including myself,

are currently buying hospital care through
Blue Shield and other organizations, ap-
parently to the satisfaction of all parties
involved. Why not arrange for people to buy
hospital care through a lifetime pay-in-ad-
vance plan?

I urge you to oppose the Kerr bill, one
that provides benefits only for the needy.
Why should thrifty taxpayers be denied
benefits? Aren't they just as deserving?
Must they be penalized for maintaining sol-

vency? Let every man prepay his hospital
expenses in the manner prescribed by the
King-Anderson bill, and let every man en-
Joy equal benefits.

I am well aware of the stand of the
AMA; the doctors seem to be hysterically

fighting a bogey that they themselves have
created.

It is time to pass the King-Anderson bill.

Very sincerely yours,
James W. Parkinson,

A Registered Republican, Age 51, and
Not on Social Security.

Palo Alto, Calif.,

July 10, 1962.

The Honorable Thomas H. Kuchel,
U.S. Senate, Washington, D.C.
Dear Senator: As physicians or those re-

sponsible for training physicians, we have
carefully considered the problem of financ-
ing medical care for the aged and have
come to the following conclusions:

1. The retired population of this country
cannot meet the cost of necessary medical
care from current income;

2. A mechanism whereby these costs are
prepaid during the working years must be
provided;

3. Private health insurance companies
cannot meet this need on a national basis
without Federal subsidy;

4. The social security approach provides
the most effective means of meeting this
need;

5. Of the several means of administering
benefits suggested thus far, either adminis-
tration by the social security office or by a
nonprofit health insurance plan (such as
Blue Cross) would be desirable.

We respectfully call to your attention the
fact that the organized campaign against
the King-Anderson bill does not represent
the views of many physicians. We the un-
dersigned physicians and medical educators
urge you to press for enactment this session
of the King-Anderson bill or similar legis-

lation embodying the social security prin-
ciple.

Sumner J. Yaffee, M.D.; Thomas R.
Walters, MX).; Norman Kretchmer,
MX).; Robert Greenberg, MX).; Irwin
A. Schafer, M.D.; Luigi Luzzatti, M.D.;
William B. Robertson, MX)., Ph. d!;
Gordon Williams, M.D.; Norman J.
Sissman, M.D.; David S. Hogness Ph
D.; Paul Berg, M.D.; I. R. Lehman, Ph.
D.; Elijah Adams, M.D.; Lewis Aronow,
Ph. D.; Sumner M. Kalman, M.D.-
George Feigen, Ph. D.; Sidney Raffel,
M.D.; A. Kent Christensen, Ph. D.;
Hadley Kirkman, Ph. D.; F. Thomas
Algard, Ph. D.; Stanley H. Weitzman,
M.D.; Anthony Iannone, M.D.; Jose C.
Montero, M.D.; Joseph P. Kriss, M.D.;
Herbert L. Abrams, M.D.; Leon Rosen-
berg, Ph. D.; Nancy Keller; Mary
Ann Esser; Philip Sunshine, M.D.;
Frank Morrell, M.D.; Arthur Kornberg,
M.D.; Karl H. Muench, M.D.; H.V.
Aposhian, Ph. D.; Tag E. Mansour,
Ph. D.; John D. Gabourel, Ph. D.;
Geronimo Terres, Ph. D.; Carlton
Schwerdt, Ph. D.; Donald L. Stilwell,
Jr., Ph. D.; Frederic L. Eldridge, M.D.;
Joshua Lederberg, Ph. D.; Leonard A.
Herzenberg, Ph. D.; Daniel J. Feld-
man, M.D.; Malcolm A. Bagshaw, M.D.;
Saul Rosenberg, M.D.; Armin D.
Kaiser, Ph. D.; David Glick, Ph. D.;
Lelland Rather, M.D.; Karlman Was-
serman, M.D.; Raymond Kivel, M.D.;
Halsted Holman, M.D.; Leslie M Zatz
M.D.

Torrance, Calif., May 23, 1962.
Dear Senator Kuchel: After having read

the various materials, watched the TV ap-
peals of both President Kennedy and the
AMA spokesman on the King-Anderson bill.
I, a registered Republican and registered
nurse in the State of California, urge the
passage of this bill in its present form.
In this bill I see no threat of socialized

medicine, no threat to the doctor-patient
relationship, ho unjust burden to the wage
earner and no threat to the freedom and
Individuality of the citizen.

Sincerely,

Mrs. Jeanne Wilder,
Registered Nurse.

Miller, Swide & Casey,
Attorneys at Law,

Whittier, Calif., May 7, 1962.
Hon. Thomas H. Kuchel,
Senate Office Building,
Washington, D.C.

Dear Sir: In the general practice of law
one sees a multitude of problems, and the
problem of medical help for the aged is a
frequent one.

I have never had much of an opinion one
way or another on this problem simply be-
cause of my lethargy, I suppose, and, second-
ly, governmental solution has always been
a last resort in my opinion, and I have sec-
retly hoped that the medical and related
professions would solve the problem them-
selves. I have seen too many instances of
real financial hardship caused by serious
medical problems in an aged family or a
family with aged parents. The resultant
financial and social problems caused by the
illnesses are quite disruptive to these aged
people and their families. Some help must
be given them.
Undoubtedly, there are many costs which

are prohibitive and inherent in long term
medical care and they can only be handled
by Government subsidies, and we have
reached that stage In our development and
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this is a necessary thing. I know that the

present bill for the aged before Congress
under social security is inadequate, but per-

haps it is the best we can do at this time, and
I urge you to consider voting for it, and
hope that future extensions can be made
from time to time.

I don't know the attitude of my partners

on this matter, and this letter expresses only

my personal opinion.
Very truly yours,

Fred A. Swide.

Stockton, Calif.,

June 14, 1962.

Hon. Thomas Kcchel,
U.S. Senate,
Washington, D.C.

Dear Senator : I represent one of the small

percentage of physicians who is not opposed

to the King-Anderson bill. I have studied

all the proposals carefully and realize its

main deficiency (that is, not complete
coverage for those over 65 who are not on
social security and including those who are

but do not need this assistance); however, I

feel that it is still direly needed to aid the

vast majority of our oldsters who cannot
afford catastrophic illness costs. The Kerr-
Mills bill is certainly fine, but how many
realize that it is a 30-day deductible in this

State, and 30 days of hospitalization can
now cost $5,000. Many of my colleagues do
not understand this and have only allowed
themselves to believe what the AMA tells

them. Therefore, I urge you, as a repre-

sentative of this State, to carefully weigh
all true facts before voting against the King-
Anderson bill.

Harold L. Berkman, M.D.

Orange, Calif.,

May 22, 1962.

Hon. Thomas Kuchel,
U.S. Senator, Washington, D.C.
My Dear Senator Ktjchel: I read your

article in today's Times, "Kuchel Sees Pas-
sage of Medicare Plan," and find that I am
in quite full agreement with you. If I had
to support any one plan is presented today
I would support the King-Anderson bill for

the great majority of we citizens are today
"paid members" of the social security having
paid our annual tax into the social security
fund until retired. The majority of us have
no adequate protection against long-term
Illness or unusual surgery; neither have we
any present organization through which we
can bring our influence to bear to protect
ourselves against excessive rates or charges
for hospitalization or for excessive medical-
surgery fees. I see no effort from the hospital
organizations to do this job; neither do I see
the AMA, as an organization doing any-
thing—other than individual doctors, or a
small group of doctors, raising their voices
in protest against present excessive hospital
rates or against the excessive fees of some
doctors. We paid members of social security
need this, or some organization, to speak for
us, represent us, not only to financially help
us in longtime illness, etc., but to protect
us against excessive hospitalization costs.

We elder citizens have no objection, or
complaints, against the Kerr-Mills bills as
the Government's way of discharging its re-
sponsibility to the "needy" paupers, citizens
of this country. We do say that through
it, the Governments puts a premium on be-
ing a pauper. It sustains the fact that if

you are a pauper, the Government rushes to
your aid and provides any and all medicare
service and pays the bill; the rich can afford
to buy and all medicare they need. Those
of us in between get only what we can pay
for or spend our reserves and then declare
ourselves as paupers and then come in un-
der the Kerr-Mills bill. The ethics of such
is questionable. Now 75 percent of the voters
are asking the Congress to do something
reasonable and appropriate to meet our need

and to solve our long-term illness prob-
lems. I agree with you that the Govern-
ment should make an effort to also take care

of those, not under social security, either by
bringing them under social security or by
a separate mechanism, but treating them
fairly.

The Republican chairman of Orange tells

me that Orange has done the best job, ever,

this year. I feel the Republicans of precinct
12 plan to vote 100 percent. I secured ab-
sentee ballots for 2 women in hospitals and
also for 2 women cripples; In all I helped to
secure 10 absentee ballots, and we hope that
this will bring the Republican vote to 100
percent in our precinct.

Again thanking you for your efforts.

Sincerely,
John H. Bradley.

Berkeley, Calif.
July 5, 1962.

Hon. Thomas Kuchel,
Senate Office Building,
Washington, D.C.
Dear Senator Ktjchel: Allow me to urge

you to support the prepayment of medical
care through a social security tax.

As a practicing physician I am acutely
aware of the difficulty many a person has of
meeting the cost of hospitalization; espe-
cially when retired and on a limited income.

I do not believe that the officials of the
American Medical Association speak for a
large proportion of the doctors they sup-
posedly represent.

Sincerely yours,
J. M. Stratton, M.D.

Los Angeles, Calif.
May 21, 1962.

Dear Senator Ktjchel: I am in favor of
President Kennedy's medicare program. I

have Just had a $2,000 hospital bill, am alone
and on very small social security. It has
taken all of my savings for hospital, doctor,
operation $600, and medicine, etc. It was
a fractured hip. I was in orthopedic hos-
pital 39 days.

Please vote to pass this badly needed
legislation.

Yours very truly,

Miss Holdis Gelms.

Menlo Park, Calif.,

May 26, 1961.
Senator Thomas Kuchel,
Senate Office Building,
Washington, D.C.
Dear Senator Ktjchel : Now that I under-

stand the King-Anderson bill my name may
be added to the list of physicians favoring
this legislation. I sincerely hope that you
will vote for it.

Yours,
Karl H. Muench, M.D.

Berkeley, Calif,
June 30, 1962.

Dear Senator Ktjchel: I appreciate the
stand you have taken on the King-Anderson
bill in spite of the AMA. We need men like
you who stand by their convictions despite
power groups. I hope you will continue to
support the bill.

Sincerely,

June Rumery.

Hollywood, Calif.,

May 23, 1962.
Senator Thomas H. Kuchel,
Washington, D.C.
My Dear Senator Kuchel: I am familiar

with and much interested in the King-An-
derson bill for medicare. I have been a reg-
istered nurse for many years and have been
in contact with hundreds of people, patients,
most of them in the higher age groups. I
have observed the anxieties of many and have
also had many patients confide in me indi-
cating their fears of hospital and medical

expenses in general. I also happen to know
people who cannot go into the hospital al-

though they are in need of attention be-
cause they do not have funds or insurance.
Did you know that a part of the Los An-

geles County Hospital was closed off this

year and may still be for the lack of person-
nel?

I am sure that you are aware just as I

am that more people are sick, some with very
serious illnesses and cannot be cared for

properly because of lack of hospital facilities.

The free clinics which are few in compari-
son with the needs can only solve part of

the problem. I for one would not want to
ask for charity and still the private insur-
ance policy which I carry would only serve

me partially, although the premium that I

am paying is quite large.

I strongly urge you to consider this bill

from a humanitarian need rather than from
any other aspect and hope you will think
about it seriously.
Thanking you for your attention in this

matter, I remain,
Sincerely,

Rose G. Amell,
Registered Nurse.

San Rafael, Calif.,

June 28, '1962.

Hon. Thomas Kuchel,
U. S. Senate,
Washington, D.C.
Dear Sir: I read in this morning's San

Francisco Chronicle that California physi-
cians are puttting pressure on you to drop
support of old-age health care through so-
cial security. I hope you will withstand this
effort on the part of organized medicine.
There is such a need for this legislation
with or without possible amendments. You
are serving the best interests of your con-
stituents if you help it to pass.
The high regard most people feel for their

doctors is being harmed by AMA's violent
and unreasonable cries about "socialized
medicine" in this matter. It seems to be a
callous attitude in the face of the need many
old people have for medical care within their
means.
My husband and I are in our early thirties

and belong to the Kaiser Foundation health
plan which we think is the ideal solution to
our family needs and we will continue this.

It is not self-interest which prompts this let-
ter. I hope that you will not abandon the
public need in the face of "the power of an
aroused profession" which will perhaps ap-
peal to your self-interest. We place our
faith in your conscientious fulfillment of
your duty to serve the American public.
May your principles never waver.

Respectfully,
Dixie Mertle
Mrs. Robert Mertle.

Auburn, Calif.,

July 4, 1962.
The Honorable Thomas H. Kuchel,
The U.S. Senate,
Washington, D.C.
Dear Senator Kuchel: Because there has

been so much pressure by the American Med-
ical Association against a medical care plan
for the aged under social security, I want you
to know that not all medical families sup-
port the AMA stand.

My husband, a physician and expert (I

think) on geriatrics, and I are convinced
that people should be permitted to insure,
and to assure their medical care during their
retirement years under a plan such as the
King-Anderson bill would provide. We be-
lieve that the broad base of a Federal plan
is more equitable for all than the present in-
adequate matching-funds plan. We cannot
understand the AMA's philosophy which per-
mits its members to practice in hospitals
built with Federal Hill-Burton funds, yet
resists the idea of accepting fees for services
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provided under a Federal program based on
social security.
The aged In so-called poor States not par-

ticipating in the Kerr-Mills plan need ade-
quate medical care; also, the taxpayers in
•wealthy States need the protection of a
broad-base plan. You know that ours is a
mobile society, and large numbers of persons
at retirement age move to States where the

. climate is kinder to them. A medical care
plan based on Federal social security should
permit the individual to carry his medical-
care benefits with him as he moves from
State to State, thus protecting a few States
from having to assume an unequal burden
of providing medical care to a large number
of persons in their senior years.

In appraising the organized pressures
against the King-Anderson bill, you may be
interested to know the extremes to which
the American Medical Association and one
of its State medical societies went to oppose
the Forand bill and the Kerr-Mills bill.

Each women's medical society auxiliary
member in this area received a telephone
call during the late spring 1960, from an
auxiliary officer telling us to "immediately
send telegrams to our two U.S. Senators, and
to our Member of the House of Represent-
atives telling you to vote against bill H.R.
4700, and all such bills." When I asked what
bill H.R. 4700 was, the auxiliary officer said

she didn't know. She was embarrassed to
admit ignorance, and was only following
orders from the California Medical Society
president. You received no such message
from me. This unexplained mandate from
the organization, and my own conviction
that the aged should be insured for their

medical care under a Federal plan, resulted

in my withdrawing membership from the
auxiliary.

My husband and I feel that the majority
of the aged persons in our country should
have their medical needs provided for under
a Federal plan available to them in what-
ever State they may live. I know that your
ability and wisdom will serve the people of

our Nation to their progressive and best

needs when you are called upon to cast your
vote.

Sincerely,
Josephine W. Hirsch..
Mrs. Donald A. Hirsch.

As a professional nurse, who worked with
doctors, hospitals and patients, I have this
observation to make. I have seen both sides
of the coin. The elderly wealthy have been
and are properly cared for. While the self-

respecting, middle-income group. In their
time of illness, are suffering from the lack of
medical and hospital care. From personal
experience, I have known hospitals to gouge
shamefully the people who are least able to
pay the exorbitant hospital fees.

Please, please, In the name of decency, pass
the Bang-Anderson bill.

Thank you.
Mrs. Gertrude Humphries,

Professional Nurse.

Redding, Calif.,

June 28, 1962.

Hon. Thomas Kuchel,
Senate Office Building,
Washington, D.C.
Dear Senator Kuchel: I am desirous of

informing you that many, repeat many,
physicians are in full accord with your views

of proposing a Senate bill similar to the King-
Anderson bill.

Please be assured that we admire your
careful and object analysis of the concept
of medical care for the elder group of citizens

and your courage to make up your mind and
state your convictions is the mark of a
mature statesman.

I sincerely regret that the AMA has seen

fit to be critical of your judgment, but it

reflects once again the extreme negativism

of ths organization.
Very truly yours,

Lee D. Fulton, M.D.

Los Angeles, Calif.,

May 26, 1962.

The Honorable Thomas Kuchel,
U.S. Senate,
Senate Office Building,
Washington, D.C.
Dear Senator Kuchel: Please, use your

good influence and help pass the President's

King-Anderson bill. I personally will not
profit from it because I work for a board of

education which does not have the social

security system—but a pension plan.
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PUBLIC WELFARE AMENDMENTS OF
1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child

welfare services programs of the Social
Security Act, and for other purposes.

Mr. LAUSCHE. Mr. President, I send
to the desk an amendment to the amend-
ments proposed by the Senator from New
Mexico [Mr. Anderson], as modified by
the Senator from New Mexico on July 12,

1962, to the bill (H.R. 10606), to extend

and improve the public assistance and
child welfare services programs of the
Social Security Act.
In the last amendment offered by the

Senator from New Mexico [Mr. Ander-
son] and the Senator from New York
[Mr. Javits] an option is given to
beneficiaries either to enjoy the benefits

of the Social Security Act directly, or
in lieu thereof, to accept the policy of
insurance equal in coverage to that con-
tained in the general bill.

In the exercise of that option, the bene-
ficiary must show that prior to his re-
tirement he did carry health insurance.
If he did not carry health insurance, he
does not become eligible to the right to

carry insurance in a private company.
My amendment contemplates the elim-

ination of that condition, attached to
the right to buy private insurance. The
right to have private insurance paid for
out of social security will be fully vested
in the beneficiary without a showing that
he was previously covered. I submit my
amendment on the basis that I want the
widest latitude vested not only in the
medical profession, but also in the bene-
ficiary, completely free from any im-
plied or express control by the social

security law. My amendment approves
of all the provisions in the Anderson
amendment as last submitted, except
that ft eliminates the provision that, in
order to qualify for coverage under
private insurance, the beneficiary must,
previous to retirement, have been the
holder of a policy in a private insurance
company.
The PRESIDING OFFICER. The

amendment will be received and printed,

and will lie on the table.

Mr. THURMOND. Mr. President, the
need for providing medical care for those
who are unable to provide it for them-
selves is readily apparent. I share the
concern that has been expressed as to the
welfare of our elderly citizens. The rec-
ognition of this responsibility is one of
the hallmarks of civilized society. I

am certain that our elderly citizens rea-
lize, as should we all, that the primary
responsibility for providing adequate
medical care falls upon the affected in-

dividual. However, circumstances may
be such that a person cannot provide for

himself, regardless of his preference to

do so. In this eventuality, the respon-
sibility is spread among others in a
more or less well-established pattern.

Both as a matter of historic precedent
and moral obligation, an individual's

family assumes secondary responsibility

for providing his needs. Should this so-

lution not be available, the many char-
itable organizations in the community
created specifically in recognition of this

and similar needs should be called upon.
A governmental entity must, in any and
every instance, be a last resort, and the
vestiges or responsibility are in ascend-
ing order from the local unit to the State
government. Placing the primary obli-

gation on a governmental unit is mis-
placing responsibility.

Today it seems to be pass6 to weigh
proposals which come before Congress on
the scales of the Constitution. To do so
in this instance, however, reveals a lack
of constitutional basis for this proposal.

Our Constitution established a federal
system of government, with a division of
powers between the States on one hand
and the Central Government on the
other. The Central—or National—Gov-
ernment was delegated certain specific

realms of authority and responsibility in

the Constitution. The State govern-
ments, rather than having powers dele-

gated to them, reserved to themselves all

powers not specifically delegated to the
Central Government and limited the
exercise of some of the powers which
they retained. Providing medical care
for the aged is not numbered among the
specific grants of power to the Central
Government, nor is it one of the limita-

tions put upon the States. Therefore,
Mr. President, any governmental respon-
sibility for providing medical care for
the aged rests with the State or local

governments and not with the Central
Government in Washington. To be sure,

many of the measures which have passed
Congress in recent years violate this con-
cept of the division of powers. This is

not a persuasive argument in justification

of a further violation in this instance,
If the National Government is to provide
medical care for the aged, then an ap-
propriate amendment must be added to

the Constitution to delegate such au-
thority to the Central Government.
Many States or political subdivisions

thereof, or both, have provided some pro-
gram offering medical assistance for

those in need. My own State of South
Carolina has a program which provides
medical care for those unable to provide
it for themselves. The majority of the
individual State programs are based on
actual need, as is the case in the Kerr-
Mills law. This, of course, is the pre-
rogative of the States and I heartily com-
mend those who have responded to the
need. If the medical assistance provided
under the State programs proves insuffi-

cient, then the proper recourse is to the
State government and not the National
Government. In each instance the
funds necessary to operate the programs
would come from the people, but there
would be a greater percentage of return
under a State program.
Mr. President, another objectionable

feature of this proposed program, which
we are now considering, is its compulsory
nature. All persons who are currently
covered under the old-age and survivors
insurance program would be required to

participate regardless of their need or
inclination. It is estimated that upon
the effective date of this program, per-
sons of age 65 or over will number ap-
proximately 17 V2 million. Of this total,

only 2 l
/z or 3 million will not be covered

by some form of governmentally provided
medical assistance. To compensate for

this, these noncovered individuals will be
provided with the same health benefits

as those who have over the years con-
tributed to either the social security fund
or the railroad retirement program.
Thus all individuals over 65 years of age
will have provided for them the same'
medical benefits, with no regard to either

a means or needs test. This, I submit, is

not the proper way to provide medical
assistance for those who are truly in

need. Why should a millionaire be re-
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quired to participate in this program and
get benefits when he has no actual need
of assistance?

Statistics relating to the increase in

the population of citizens over 65 years
of age can be used in a misleading
fashion. It is true that the aged con-
stitute slightly more than 9 percent of

our population, as compared with only 4

percent at the turn of the century.
The life expectancy of a child born in

1900 was 47 years as compared with 70
years today. Much of this rise can be
attributed to medical advances, both in

new drugs and in expanded welfare serv-
ices. However, there are several other
contributing factors such as the baby
booms experienced after the War Be-
tween the States and World War I, much
the same as that experienced after World
War n. The increase in the aged seg-
ment of our population does not neces-
sarily assure an increase in the ranks of

those truly in need of assistance. The
increase in the productive and useful
portion of a person's life has been in
proportion to his increased longevity.
Nevertheless, this proposal assumes that
all individuals over age 65 are unable
to provide adequate medical care for
themselves. This is an assumption based
neither upon fact nor logic. It com-
pletely ignores any test based upon the
economic situation of the individual, the
so-called means test. Likewise, there is

no prescribed formula for testing the
medical needs of any individual who
qualifies for medical assistance under
this program. This feature makes it

almost inevitable that malingerers and
hypochondriacs will benefit to the detri-
ment of those truly in need of medical
care.

This proposal for providing a mini-
mum of hospital and nursing-home care
is the harbinger of the attempts which
will be forthcoming to socialize this seg-
ment of our society. It is inevitable that
with every acceptance of so-called Fed-
eral aid, the American people yield a bit

more of their local independence. The
measure of self-reliance which was
handed out in the original distribution
of human virtues will be shrunk, as peo-
ple depend more and more upon Govern-
ment paternalism. Assurances have
been given that this program will not
lead to socialized medicine. A cursory
examination of past occurrences leads
me to believe otherwise. If a program
which has been passed by Congress is

proved to be ineffective and unsuccess-
ful, past experiences prove that the Con-
gress seeks the solution in the expansion
of the program, rather than in its cur-
tailment or termination.
Mr. President, some people fail to

realize the implications of socialism, or
programs which lean toward socialism.
First of all, there is no room within the
bounds of the Constitution for adopting
socialist welfare programs. Further-
more, such programs are detrimental to
our national well being. The assertion
is frequently made that the United
States is inexcusably lagging behind in
social progress, and is not keeping time
to the march of history abroad, because
it has not adopted compulsory health
insurance under Government auspices.

To refute this claim, it is necessary only
to examine the compulsory health pro-
grams of other nations. In most coun-
tries which have such programs, com-
pulsory health insurance began as a part
of a social security package, just as is

contemplated here.
Probably the best example—at least,

the most well known—is the National
Health Service in Great Britain. The
cost of their program has been sky-
rocketing from its inception. In July of

last year the tax for each worker was
raised so that the tax per year per per-
son is now approximately $78. Seventy-
eight dollars in England buys much more
than the same amount in the United
States. Yet these individual taxes con-
stitutes only about one-fifth of the total

costs of the program. Over 80 percent

of the costs come from general revenues.

In the first full year of its operation in

1949-50, the National Health Service

cost $1.2 billion; but for the fiscal year
which ended in 1961, the program cost

the British taxpayers $2.2 billion.

The financial side of the picture is bad
enough, but dissatisfaction stems from
many other defects as well. Not only
are the doctors disgruntled, but the peo-
ple complain, some very bitterly, about
the lack of incentive shown by the doc-
tors. The program spawns mediocrity
or worse among doctors, and punishes
the ambitious ones. The practice of

medicine is a highly regarded profession.

Socialized medicine has reduced doctors

from a professional status to no more
than tradesmen. Is this what we want
in the United States?
The story is much the same in the

other European countries having com-
pulsory health insurance programs.
More and more these countries must
limit the first benefits to discourage
those who take advantage of the system.

The entire scheme seems to accentuate
the negative side of some individuals and
spotlight his weaknesses.
The advocates of this proposal char-

acterize it as an actuarially sound pro-
gram based on the principles of in-

surance Anyone familiar with the so-

cial security system after which this pro-
posal is patterned knows the error of

this statement Contrary to assertions,

the OASDI program itself has not yet
proved its financial soundness. Both
political and inflationary forces re-

peatedly demand further increased bene-
fits. To avoid complete fiscal irresponsi-

bility, additional contributions must be
required to meet the increases. This
program is designed to operate success-
fully only in an ever expanding economy.
Should our economy not respond to this

need for expansion for only a short pe-
riod of time, the situation could become
crucial.

Contrary to the principles of true in-
surance, under this type of financing,
the working, contributing generation are
paying for the benefits presently being
enjoyed by those who have already be-
come eligible. This gives rise to the
element of uncertainty as to whether the
contributing class will be large enough
to pay the benefits earned by the recipi-
ents. Over the past 10 years the benefit
payments have been increasing steadily

in relation to contributions. It is im-
possible to estimate accurately when
benefit payments will exceed contribu-
tions, but this is an ever present danger.
At that time either benefits must be cut
or the tax increased.
The one safeguard which OASDI has,

which this medicare program lacks, is

the concept of fixed sum benefits. This
is an additional complication in calcu-
lating the actuarial soundness of the
medicare program. Many responsible
and knowledgeable individuals have
testified before the Ways and Means
Committe as to the total cost of medi-
care. As a result, the taxable base was
increased from $5,000, as it was when
originally introduced, to $5,200. In view
of the inflationary trend caused by
deficit spending, it is apparent that the
actual expenditures will far exceed what
has been estimated. All these factors
combined, make this an actuarially un-
sound proposal as it is presently con-
stituted.

It seems apparent, Mr. President, that
the proponents of this measure lightly
regard the time-honored procedures of
Congress. This measure, while pro-
viding for a substantial expenditure of
funds, is fundamentally in the nature
of a revenue raising measure. Article
I, section 7, clause 1 of the Constitution
says:

All bills for raising revenue snail originate
in the House of Representatives.

The King-Anderson bill, which was
introduced early in the first session of
the 87th Congress, is still in the Ways
and Means Committee of that body.
That is the proper committee, under the
rules established by the House of Rep-
resentatives, to first consider revenue
raising measures. Extensive hearings
have been held by that committee, and
all the aspects of the proposed legisla-
tion have been considered. Neither the
committee nor the House as a whole
has acted on this measure. After hav-
ing all the facts fully aired and with due
regard to the problems involved, the
members of the Ways and Means Com-
mittee show an understandable reluc-
tance to approve this method as the
solution to the problem. Their reluc-
tance to act, in the face of mounting
pressure, serves to illustrate the wisdom
of the procedural system provided by
the Constitution. There has been no
evidence of need shown which is great
enough to justify this total disregard for
proper procedures.

This entire matter has focused a great
deal of attention upon this body. The
Senate Finance Committee has held no
hearings, or otherwise considered this

vast new program, which involves untold
billions of dollars. The Finance Com-
mittee should be allowed to hold hearings
on this proposal so that there can be
a better understanding of the program
before the Senate considers it. Unwar-
ranted and hasty action, without proper
committee consideration, can only de-
tract from the stature of the Senate as
the highest legislative body in the world.
Furthermore, consideration of this meas-
ure by the Senate, prior to its approval
by the Ways and Means Committee or

T4
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the House of Representatives, gives the
appearance of preempting the jurisdic-

tion of that body. The public thus gains

the impression that the Senate is forcing

the House of Representatives to con-
sider a measure upon which they have
been reluctant to act. This is an action

unworthy of the Senate, and therefore,

there can be no justification for the

adoption of the pending proposal.

It is my sincere hope that the Ander-
son-Javits amendment will be killed.

Mr. ENGLE. Mr. President, the prob-

lem of establishing a satisfactory means
of financing the health care costs of our

older people has been discussed widely

in this country for years and the dis-

cussion has been growing as rapidly as

the problem.
The problem is also a challenge. And

we as a Nation are- worthy to maintain
our role of leadership of the free world
only so long as we are willing to accept

and deal with such challenges. We
cannot turn away from the situation

of many of our senior citizens who
are faced with crushing medical bills,

nor can we shut our eyes to this

problem—as some seem to suggest

—

and hope that it will somehow van-
ish. Many of us in this body have
had firsthand experience with the high
costs of medical care—all of us, I am
sure, have had many letters from older

people recounting their experiences when
faced with high health costs. Nothing
I have read or heard, in or out of this

Chamber, could convince me that the
problem that older people have in meet-
ing these costs is going to vanish. If we
as a Nation continue to make only half-

hearted attempts at a solution, the situ-

ation will continue to grow more serious

month by month. As President Kennedy
said in his state of the Union message,
last January, "No piece of unfinished
business is more important or more urg-
ent than the enactment under the social

security system of health insurance for

the aged."
No one can fail to be deeply concerned

over the disastrous effects of the big
health bills which our older citizens are
only too often forced to bear. As a
group, the aged can neither pay the costs

of their illnesses nor are they able to

pay the premiums that would be required
for adequate protection under private
insurance. And the evidence shows that
inability to meet the high cost of medi-
cal care is not confined to just the older
citizens who are very poor. Even those
who are financially independent are
haunted by the fear that a serious illness

can wipe out a lifetime accumulation of

savings, threaten the ownership of a
home, place heavy financial burdens on
their children, or finally, after a lifetime

of independence, force them to resort to

public or private charity.

I am convinced that the Federal Gov-
ernment must act without further de-
lay to help our older people meet their

health care costs. I am equally con-
vinced that this help must be provided
in a way that maintains the individual
dignity of older people as well as their
security. It is for these reasons that I

have pledged my support for the pro-
posed program of health insurance for
the aged under social security.

The plan proposed by our distin-

guished colleague from New Mexico [Mr.
Anderson], contemplates that the fi-

nancing of basic health insurance protec-
tion for the aged through social security
would be the keystone of a threefold
structure of protection for the aged in
meeting the cost of health care. First,

basic health insurance protection would
be afforded almost all older people
through social security; second, the ex-
istence of a program of basic protection
would encourage the development of ad-
ditional protection through individual
savings, private insurance, and employer
benefit plans; and third, good medical
assistance would become practicable in

all States to help the relatively small
group who would still need help with
health costs not covered under the
proposal.

It has frankly been very surprising to

me that so much heat has been generated
from a proposal that is so eminently con-
servative. The proposal would use a
mechanism that has been a part of the
daily lives of the American people for

over a quarter of a century. There are
few Government programs that have
been so widely accepted and that have
proved to be so effective, as has our so-

cial security system.
Since I was first elected to the Con-

gress back in 1943, I have seen our old-

age, survivors, and disability insurance
program grow Irom a relatively limited

one that covered only wage and salary

workers in commerce and industry to a
broadly based system that now covers
more than 9 out of every 10 working
Americans and their families. Over the
years the benefit amounts have been
considerably increased, and benefits for

disabled workers and their families have
been added. And the financing of the
system has remained and will remain
sound. Its financing has been watched
over with scrupulous care by both the
Congress and the executive branch. It

has been studied by outside experts who
make public reports that the system is

sound.
The financing is built in and is planned

into the indefinite future; the only fis-

cally responsible method. While the

benefits provided are not large, social se-

curity has become the Nation's basic pro-

gram for preventing dependency when
the family income is cut off by the re-

tirement, disablement, or death of the
worker—a soundly developed program
which now enables the great ma-
jority of the people of our country to face

the future with confidence. But this

protection cannot be complete unless a
person who has reached retirement age
can be assured of protection against the

great remaining risk of devastating hos-
pital and medical bills. This great re-

maining fear is a very real one to mil-

lions of our older people.
I have heard and read, as have all of

us, hundreds of statistics about the num-
ber of aged, the number who go to hos-
pitals each year, how long they stay and
literally hundreds of other cold facts and
figures surrounding this proposal. Such
information has been available to this

body and to all who are interested in this

subject and they clearly show the need
for this proposal. But I wonder if per-

haps in our consideration of all these
figures we may not tend to forget that we
are dealing with individuals—millions of
them to be sure—who have their own
problems, their own worries for the fu-
ture.

To demonstrate that we are dealing
with real people and not just cold figures,
let me read a few passages from letters
that older people have written on this
subject. One woman writes:
My husband is 82 and I am 70. During

the past several months I was hospitalized
for 3 weeks and am still under the doctor's
care. We own our home and my husband
and I receive from social security and other
pensions $271 per month which would take
care of us pretty well if it had not been for
hospital and doctor bills.

We have just about depleted our savings,
but do not want to caU on our children for
help or go on welfare. We gave our four
children college educations, but feel that it

would be better for them to help through
paying a little more social security rather
than pay our hospital and doctor bills.

A man writes about the experiences of
his parents:
Father retired over 2 years ago. He is now

on social security and would live comfort-
ably except for some misfortune which
turned up. When he retired he automati-
cally lost his good hospital and surgical
coverage with a reputable company. To
overcome this my parents took out a policy
with a supposedly reputable concern and
were high-pressured into paying a lot of
money for this policy. Eight months ago
mother took sick and expenses amounted to
over $1,200. The insurance carrier claimed
that this coverage was not included in the
policy and simply refunded the premiums
on the part covering mother and in plain
English kicked her out of the policy. A few
months later my father took sick with an
ulcer condition and the policy paid about
the quota which the schedule called for.

Now yesterday we received a notice that
nothing further would be paid for this type
of sickness and that it would be eliminated
from the policy. There isn't much left now,
is there?

Of course, young people are very much
interested in this proposal, too. A young
man writes:

I am 29 years old. But I am more than
willing to advocate a program of medical
care for the aged. The following story,

probably but one of thousands, will help to

explain my feeling. "Because of a $119 un-
paid bill, a physician refused a hemorrhaging
old man as his patient. Unable to work for

over 10 years due to complications of an
incurable cancer, this man spent months
of his time in hospitals. Twice he traveled

to Mayos. But there was no cure. His sav-

ings from a lifetime as a machinist are ex-

hausted. An "uncancelable" hospitalization

policy from a prominent Nebraska firm was
long ago withdrawn; in bed, and without
acquaintance with legal resources, no pro-

test was made. Because he has clung to his

last security of any kind—title to his small
house—he is not entitled to county medical
aid. So he suffers, eating aspirins to ward
off pain—awaiting death.

In the greatest, most advanced civilization

of history, he has no medical care. It is

both ironic and tragic. What greater in-

congruity could be conceived?

That is why I favor a social security medi-
cal plan for the aged, and that Is why I am
willing to help pay for it throughout" my
working lifetime.

I could, of course, go on with many
more examples like these. But I think
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I have made my point. When we hear
about 17 or 18 million people who would
get health benefits under this proposal

let us not forget that these millions of

people are watching what we do here.

They are watching to see how we will

meet a problem which is immediate and
of immense concern to millions of people,

old and young alike.

The PRESIDING OFFICER (Mr.
Hickey in the chair). The question is

on agreeing to the amendment.
Mr. MANSFIELD. Mr. President, I

suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The legislative clerk proceeded to call

the roll.

Mr. PASTORE. Mr. President, I ask
unanimous consent that the order for

the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

PUBLIC WELFARE AMENDMENTS
OF 1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
Mr. KERR. Mr. President, I rise to

speak in opposition to the pending
amendment. If I knew exactly how to
identify it, I would do so. Since I can-
not do so exactly, I shall identify the
proposal now before the Senate as the
Anderson-Javits amendment. I would
be more particular if I knew how to be.
But since the sponsors of the amend-
ment themselves have said a number of
times on the floor of the Senate that
they do not yet know in what form it

will be when the motion to table the
amendment is made tomorrow, Senators
can understand why I cannot address
myself to it more pointedly or with a
better designation of what it would or
would not do. However, there are cer-

tain things about which I do know and
I shall address myself to those items.

First, it is not a medicare bill. What-
ever else may be said about the Ander-
son-Javits amendments, they would not
provide medical care to anyone.
In fact, it does not provide anything

until 1964 except an increase in taxes.

What I fail to understand is the great
urgency which the sponsors of the legis-

lation feel, and the great necessity for
taking it up on the floor of the Senate
without its having been cleared by the
Ways and Means Committee of the
House or the Committee on Finance of
the Senate, when the benefits to be pro-
vided by it, if enacted, would be avail-

able to no one until 1964.

As I contemplate the fact of what it

does not provide, I wish to say that no
one in the Senate has been more eloquent
or more pointed in his criticism of legis-

lation of this kind than the distinguished
senior Senator from New York [Mr.
Javits] himself.
The Senator from New York appeared

before the Committee on Finance in
June 1960, and he placed in the Record
a report of the seminar which he had
conducted at the College of Physicians
& Surgeons in New York City on March
12, 1960. In that statement he said:

This seminar, Mr. Chairman, was a galaxy
of the leading experts on geriatrics in our
part of the country and from other parts of
the country, and the consensus was that the
most important single kind of service which
•could be given to those over 65 was physi-
cian's service.

I wonder where the author of that
statement is today, as he advocates leg-

islation which does not do that which he,
himself, in 1960 said constituted the most
important single kind of service which
could be given to those over 65; namely,
physicians' services.

He said that "it was a great mistake to
make them go to a hospital in order to
get the benefits of the health plan, for
two reasons: First, you would overtax
facilities; and second, it was not good for
the older people themselves. There had
to be a great concentration upon physi-
cian's care, and that" he said, "is what
our plans seeks to do."
That was his plan in 1960.

He went on to say:

Now, to conclude, Mr. Chairman, the so-
cial security approach to medical care for
the aged presents the serious problem, as we
see it, of providing mainly benefits and hos-
pitalization and surgery rather than of ade-
quate physician's care despite the fact, as I
said, that as people grow older they need
more care from the doctor.

There is this further difference be-
tween what the amendment advocated
by the Senator from New York in 1960,
would have done and what would be pro-
vided by the amendment he advocates
today. There is no surgeons' care pro-
vided for under the amendment now be-
fore the Senate. On August 20, 1960, in
the Congressional Record at page 15715,
the Senator from New York said:

The amendment which I have just now had
printed is the only one before us which places
the emphasis where it belongs; namely, on
preventive care. I wish to emphasize that
point; and I repeat that this is the only one
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which places the emphasis on medical care,

which is where the emphasis belongs.

Yet today he is one of the champions
on the floor of a plan which does not
provide that which he himself so elo-
quently stated and oft repeated in 1960
as the most important service, the most
important necessity for an adequate
program for the aged.
In the debate on the floor of the Sen-

ate, as shown on page 15789 of the Con-
gressional Record, I find a colloquy be-
tween the distinguished Senator from
Pennsylvania [Mr. Clark] and the Sen-
ator from New York [Mr. Javits], as
follows:

Mr. Clark. I understand my friend's de-
votion and loyalty to the President of the
United States, and I respect him for it, but
I wonder if the Senator from New York, who
is a realist in these matters, does not agree
that the most practical way to provide health
protection for older people is by the use of
the contributory machinery of the social se-

curity system for insurance covering hos-
pital bills and other health aids. Is not that
the practical way to do it?

Mr. Javits. I wish to state, in fairness to
my colleagues in the Senate, the funda-
mental rationale which has animated me in
the matter. I feel there is a very real and
very important sociological question involved
in extending the social security system to
include medical care. I do not make these
remarks in terms of "getting the camel's
nose under the tent," but I make them very
seriously. No matter what we may. do now
with respect to the Anderson amendment,
with its very limited benefits schedule and
?ery strict conditions about age—for ex-
ample, age 68—this represents an important
departure in national policy.

I wish to say in that regard that what
the Anderson-Javits amendment today
would provide is less than the Anderson
amendment of 1960 would have provided;
yet it costs more money than the argu-
ment presented by the advocates of the
Anderson amendment in 1960 indicated
that that amendment would cost.

The Senator from New York went on
to say:
We are opening up the social security sys-

tem to a new concept, to a new purpose of
health care, which I think puts us essentially
in a national health scheme. It is bound to
go further.

He said the other day, "We now pro-
vide what will be in this amendment
when we have finally agreed upon what
this language shall contain and"—

I

remind Senators that although^the bill

has been pending for some days,* and al-

though there is a unanimous-consent
agreement to vote on a motion to table
tomorrow at 3 o'clock, the sponsors do
not yet know what the language in it will

be come tomorrow afternoon at 3 o'clock.

There has not been a statement by the
sponsors of the amendment that "This is

it," that this is the form on which we
will vote tomorrow whether to table it

or not.

When I asked the Senator from New
York the other day about the provisions
in the amendment as now written being
extended and expanded, he said, "This
much now, and better things to follow."

How, I ask the sponsors of the amend-
ment, are better things to follow? By
what provision? To include what items?
And at what cost?
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The Senator from New York, in 1960,

said:

Perhaps It win be extended to cover all

social security recipients, whatever may be
their ages.

That is the danger the Senator from
New York saw in this amendment in

1960. Get the nose of the camel under
the tent now, and later better things will

follow. He said perhaps the proposal
would be extended to all social security

recipients, whatever may be their ages.

Then the Senator from New York
said:

We are starting a system, a form of organ-
ization, a type of approach to medical care

needs, which I think will take firm root as a

new departure in American life.

These were statements made in 1960 in

answer to a question by the Senator from
Pennsylvania. The Senator from New
York then said:

I think the social security approach will

take us out of the mainstream of American
life.

Mr. President, I wonder what there is

about this scheme today—what is the

magic ingredient—whereby that which
would have taken us out of the main-
stream of American life in 1960 is indis-

pensable in 1962. I will tell Senators
what I think the basis is. It is a politi-

cal accommodation. The distinguished
Senator from New York [Mr. Javits]—
and I have a great affection and a great
respect for him—said on the floor of the

Senate the other day, "I have seen the

light."

There must be a tremendous candle-
power in the light that will attract so

widely divergent opinions and objectives

as those of the Senator from New York
and the Senator from New Mexico [Mr.
Anderson]. Would that I had the power
to identify that light. What a power it

would be ; and—who knows—maybe once
in a while for good.
This is what I thought of. I thought

of the popular song ; and if this were not
such a serious matter and such a dig-

nified environment—I hope the Senator
from Michigan [Mr. McNamara] will not
leave the Chamber because I am not go-
ing to sing the song; I am only going to

quote it [laughter]; although if I had
musical talent, I would sing it, because I

think it applies so dramatically to this

situation:

I never cared much for moonlit skies;

I never winked back at fireflies;

But now that the stars are in your eyes
I'm beginning to see the light.

I never went in for afterglow
Or candlelight on the mistletoe
But now when you turn the lamp down low
I'm beginning to see the light.

Mr. President, can you not imagine the
environment in which the Senator from
New Mexico and the Senator from New
York saw the light? Was that not a
mystic moment in the political careers
of those two great statesmen, when each
had been at such variance and at such
odds, and between whose positions there
had been an insurmountable gulf such as
would have dwarfed the gulf of burn-
ing fire between Dives, when he lifted up
his eyes, being tormented, and looked out
yonder and saw Lazarus in Abraham's

bosom? What a chasm was eliminated
when these two men began to see the
light.

I used to ramble through the park
Shadowboxing in the dark
Then you came and caused the spark
That's a four-alarm fire now.

I never made love by lantern shine
I never saw rainbows in my wine
But now that your lips are burning mine
I'm beginning to see the light.

Mr. SALTONSTALL. Mr. President,
will the Senator from Oklahoma yield

for a question?
Mr. KERR. This is a very appropriate

moment. I yield.

Mr. SALTONSTALL. I thank the
Senator, because I have seen the light

while listening to him.
The Senator from Oklahoma has been

talking about getting this program into
social security. If it goes into social se-

curity, is it the opinion of the Senator
that it will ever get out ; that it can ever
be put back on a voluntary basis?
Mr. KERR. The Senator from Massa-

chusetts has touched an important point,

a significant point. We can win this

battle every year for 20 years; but once
it is lost, we will have lost the war. Not
only is it true that if tins system is ever
fastened on to the American people
through the social security tax approach
will it never be released, nor will they
ever be freed from it; it will grow, it will

expand, it will increase. As the Senator
from New York said on the floor of the
Senate in 1960, as I read his statement
a little while ago, the system will start

here and go there. It will expand and, as
the Senator from New York said the
other day in answer to the Senator from
Oklahoma, there will be better things to

follow.

Mr. SALTONSTALL. Mr. President,
will the Senator yield for another ques-
tion?
Mr. KERR. I yield.

Mr. SALTONSTALL. Is it not true
that if this system were put under so-
cial security, in a very few years—I think
by 1970—the tax would rise to more than
9V4 percent?
Mr. KERR. It would go far beyond

that. The distinguished former Secre-
tary of Health, Education, and Welfare,
Mr. Ribicoff, on May 26, 1961, was asked
how far this tax would go. He said

then:
I would certainly be reluctant, personally,

to come in and make recommendations that
will take as much above 10 percent eventu-
ally under existing law.

In 1968 and thereafter, the tax will

be 9y4 percent on a maximum of $4,800.

Under the proposed amendment, it will

be 9% percent on a maximum of $5,200.

Mr. SALTONSTALL. That is, by
1970?

Mr. KERR. By 1968. But even that
will not even begin to provide the money
to pay for the provisions of the Ander-
son-Javits amendment.
Mr. SALTONSTALL. Mr. President,

will the Senator from Oklahoma further
yield?

Mr. KERR. I yield.

Mr. SALTONSTALL. If I correctly
read the chart in the rear of the Cham-

ber, the young worker will not begin to
receive full benefits in any event, will
lie?

Mr. KERR. According to the state-
ment on the chart and on the basis of

figures supplied by statisticians in the
Department of Health, Education, and
Welfare, the youngest worker paying a
social security tax in 1964 will not, when
he retires at age €5, have the benefit
of a health care fund that will be actu-
arially sound to pay his benefits with-
out the continuing contributions of
younger generations of workers.
Mr. SALTONSTALL. Mr. President,

will the Senator from Oklahoma yield?
The PRESIDING OFFICER (Mr. Pell

in the chair) . Does the Senator from
Oklahoma yield to the Senator from
Massachusetts ?

Mr. KERR. I yield.

Mr. SALTONSTALL. If it is placed
on an appropriation basis—as I advo-
cated the other day—and on a voluntary
basis, then, every year, Congress will

have the responsibility of determining
whether enough money is available to

pay the expenses, and to make the
proper appropriations, or Congress can
change the act so that the program will

not get out of hand. Is that correct?
Mr. KERR. The Senator is entirely

correct. If it is left up to a program,
the specifications of which are written
by the Congress and with the required
appropriations made by the Congress,
Congress will, every year, examine the
program and will determine the extent
to which the needs are being met and
will determine the amount of money re-

quired in order to meet them; and thus
Congress will have complete control.

But under this amendment, the pro-
gram will go beyond the power of the
Congress to control; and I challenge any
Member of the Senate to read the grants
of authority contained in this amend-
ment to the Secretary of Health, Educa-
tion, and Welfare, which he would be
able to exercise without congressional
review, and not wake up in the night in

a cold sweat and with a recurring fear

as he contemplates the monstrous pro-
gram of control which this amendment
vests in the Secretary of Health, Educa-
tion, and Welfare for this money, this

operation, and this program on a basis

that Congress will have no further con-
trol except by means of remedial legis-

lation.

Mr. SALTONSTALL. Mr. President,

will the Senator from Oklahoma yield

again to me?
Mr. KERR. I yield.

Mr. SALTONSTALL. If there is re-

medial legislation, it must be introduced
a,nd passed by both Houses and signed
by the President, before it can become
law; and in that way Congress can
change the program. But if there is to

be an annual appropriation, Congress
can, in connection with making the ap-
propriation each year, decide how much
money will go into this form of govern-
mental service ; and if Congress does not
approve what is being done, Congress can
change it by reducing the appropriation.
Mr. KERR. Yes, in that way Con-

gress has absolute and continuing an-
nual review and control; the Senator
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from Massachusetts is eminently eor-

Mr. SALTONSTALL. Mr. President,

will the Senator from Oklahoma yield

furtfoer?
Mr. KERR. I yield.

Mr. SALTONSTALL. If the social se-
curity system were applied, all we would
be able to do—and I know this as one
who has served for a number of years
on the Appropriations Committee

—

would be to receive a report from the
governmental agency concerned with
what was going on; but Congress would
have no power to make a change. Con-
gress would only have the power or the
right to receive that report. Is that cor-
rect?
Mr. KERR. That is correct.

Mr. SALTONSTALL. I thank the
Senator from Oklahoma.
Mr. KERR. And I thank the Senator

from Massachusetts for his contribution.
Mr. President, there is another Sena-

tor who has seen the light; that is my
good friend, the Senator from Min-
nesota [Mr. Humphrey]. I should like

to state that the extent to which he has
seen the light has brought about a ref-
ormation, political and philosophical,
the like of which I have never seen be-
fore. Today there is great hue and cry
in the country, by some, "Let us have
a tax cut, to give a stimulus to the econ-
omy." Mr.. President, I wish to state
that every day I am interviewed by a new
expert, who comes to my office to tell me
just what program of tax reduction is

necessary if we are to avoid a recession
and if we are to provide a foundation
for the continued expansion and growth
of our economy. The distinguished
Senator from Minnesota [Mr. Hum-
phrey] has been among those who have
spoken the loudest and the most vigor-
ously in favor of the making of a tax
cut. He wants a reduction of the taxes
on the average wage earner, so that the
wage earners will have greater purchas-
ing power and thus will give greater
stimulus to the economy. But the Sena-
tor from Minnesota has seen the light;
he is now advocating a bill which will
increase the taxes on the wage earners,
without giving them any benefit from
that. The Anderson-Javits amend-
ment would increase taxes $2 billion for
1964.

Mr. ANDERSON. Will the Senator
from Oklahoma explain how?
Mr. KERR. Yes. There would be an

additional tax of one-half of 1 percent
on the first $5,200 of wages of every
worker, to be paid half by the worker
and half by the employer; and there
would be an additional 7% -percent tax
on the differential between $4,800 and
$5,200, to be paid by every worker and
by his employer, 50-50; but three-fourths
of it is to be paid entirely by the self-
employed; and that one-half of 1 per-
cent will increase the taxes $1,400 mil-
lion. The Senator knows that under
existing law the social security tax ap-
plies to the first $4,800 of a worker's
income. Under existing law that rate
will increase to 7% percent on January
1. But under the amendment of the
Senator from New Mexico and the Sena-

tor from New York and other Senators,
that rate, plus the one-half of 1 percent,
making a total of 7% percent, would be
applicable to the first $5,200 of the
worker's income, payable half by the
employer- and half by the employee; but
three-fourths of the 7% percent would
be payable entirely by the self-employed;
and that 7% percent of the $400 differ-

ential represents a tax increase of $810
million; and the total of the two, which
would begin January 1, 1964, is $2,200
million a year.

Mr. ANDERSON. Will the Senator
from Oklahoma agree that part of that
is for old-age insurance?

Mr. KERR. Yes; of the $810 million
increased tax on the $400 differential, I

believe $390 million goes into the OASDI
trust fund, and $420 million goes into the
health fund; but the tax increase is in

the Senator's bill—a tax increase, Mr.
President, when across the Nation lead-
ing authorities of a certain classification

of thinking and of economic position are
saying that what the country must have
is a tax reduction; and the Senator from
Minnesota [Mr. Humphrey] has the
most vigorous voice I have heard in
favoring it. I want him to go back to
the Iron Range in Minnesota, where only
about 60 percent of the people are par-
tially or fully employed, and explain to
them how it was that he fought all year
for a tax reduction, and then wound up
by increasing the taxes on their pay-
rolls—on themselves and on their em-
ployers. I want him to go back to his
farmers—and I want this to be done by
any other Senators who support this
amendment—and tell them that, too.

And I want to say to my great friend, the
Senator from New Mexico—and there
is no man in the Senate whom I love or
respect more highly, or who I think has
been more devoted to the welfare of the
American farmers—to go back to New
Mexico and explain to his farmers how it

was that he wanted to increase their
taxes by three-fourths of 7% percent on
the differential between $4,800 and $5,200
and to add one-half of 1 percent on all of
it, at a time when most men agree that if

there is to be a change in the tax struc-
ture, it should be a reduction, instead of
an increase. I wonder if it is because
he has begun to see the light. And what
a magnifying light that must be.

The Senator from North Dakota is

sponsoring a bill supposedly to provide
nursing home care, and there is not one
nursing home in North Dakota that can
qualify under this bill—not one. I want
him to go back to his people and to his
farmers in justification for his voting
to increase their taxes by three-fourths
of 7% percent on the differential be-
tween $4,800 and $5,200, an€. one-half of
1 percent on all of it, for a benefit they
could not receive and stay in that State.

One of the great Senators from Utah
is sponsoring this legislation, supposedly
to provide nursing home care, and there
is one, with less than 100 beds, in the
State of Utah that can qualify under this
bill.

Mr. CURTIS. Mr. President, will the
Senator yield?

Mr. KERR. I yield to the Senator
from Nebraska.
Mr. CURTIS. Will the Senator tell us

what the tax increase in dollars would
be for an employee making $5,200 the
first year of the operation of this pro-
gram?
Mr. KERR. If that is the information

the Senator from Nebraska asks, if it is

an arithmetical exercise he is engaging
in, I shall ask a little help from my
expert.
Mr. ANDERSON. It is $27.50.

Mr. KERR. The increased cost is

$26
Mr. ANDERSON. Twenty-seven dol-

lars and fifty cents.

Mr. KERR. Twenty-seven dollars
and fifty cents?
Mr. ANDERSON. Yes.
Mr. KERR. That is approximately

correct.

Mr. CURTIS. That is on the first dol-
lar of earnings. There is no personal
or family exemption. Is that correct?
Mr. KERR. There is no exemption.
Mr. CURTIS. A year or two ago there

was a debate on the floor of the Senate
which started with the idea of raising the
personal exemption from its present $600
to $700. That effort was abandoned,
because it has a rather cumulative effect

when it goes into the high brackets, and
the proposal was a reduction in every-
body's taxes of $20. I want to point out
that this $26 or $27.50—whichever it is

—

is more
Mr. KERR. Is more than 33 percent

more.
Mr. CURTIS. Than the effect of rais-

ing the personal exemption $100 in the
lowest bracket.
Mr. KERR. The Senator is correct.
Mr. CURTIS. It would be l»/2 times

that on the self-employed.
Mr. KERR. The Senator is correct

—

$27.50, $13.25, $40.75.

Mr. President, there is no medical care
provided in this bill. "Oh, but," it is

said, "we have nursing home care."

Under the present law known as the
Kerr-Mills bill, for want of a better des-
ignation, there are 20,000 nursing homes
in this country available to the aged for
whose care in those nursing homes, if the
State implements the law, the Federal
Government and the States will pay.

I said a while ago that the Senator
from New Mexico has an amendment,
proposed after he and the Senator from
New York saw the light, that costs more
and provides less than his amendment
of 1960. In fact, under the King-An-
derson bill, which he jointly sponsored
with the distinguished Mr. King of Cali-
fornia, in the House, there would be 10,-

000 nursing homes in America qualified
to care for the aged and getting the bene-
fits of the bill as he wrote it. But after
he saw the light, he, offered the Senate an
amendment with reference to which
there are only 500 nursing homes in
America that can qualify and to which
the aged could be sent and nursing home
benefits given to them.

What kind of a mockery is it, Mr. Pres-
ident, to say to 17 million aged Ameri-
cans, "We are going to provide nursing
home care for you and we passed a bill,"
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and then they go looking for the nurs-

ing homes, and they find not one in their

State?
I say to the Senator from New Mex-

ico there is only one of them in his State

where such nursing home care could be

provided.
Mr. President, I remember a passage

from the Scriptures, which I think ap-
plies to this situation. The Master was
talking to the people, according to the

seventh chapter of Matthew, and He
said:

What man is there of you, whom if his

son ask for bread, will he give him a stone?

Or if he ask a fish, will he give him a

serpent?

Oh, they ask for nursing care, and they

are offered this bill, and they cannot find

nursing care with a microscope.

Mr. ANDERSON. Mr President, will

the Senator yield?

Mr. KERR. I yield.

Mr. ANDERSON. I would not want
the Senator to get off the point of seeing

the light and not add a little bit to it.

The Senator referred to the Senator
from New York and the Senator from
Minnesota. Would he not also include

the Senator from Oklahoma [Mr. Kerr] ?

I am referring to the fact that when the

so-called Javits bill was before the Con-
gress—and I refer to page 17176 of the

Congressional Record for August 23,

I960—the Senator from Oklahoma voted

"nay." Then on July 12, 1962, accord-

ing to the Congressional Record at page
12475, this time when it was offered by the

Senator from Massachusetts [Mr. Sal-
tonstall]—the same bill identically,

and identified as such—the Senator from
Oklahoma saw the light and voted "yea."

He saw the light.

Mr. KERR. The Senator from Okla-
homa voted for the measure as a sub-

stitute for the Javits-Anderson bill.

Mr. ANDERSON. It was an amend-
ment to the Anderson bill in 1960.

Mr. KERR. Yes; but the Senator
from Oklahoma had a substitute in 1960

that was better than the Javits amend-
ment, because it provided medical care

to those who needed it.

Mr. ANDERSON. The Senator from
Oklahoma did not have a substitute for

the Anderson bill at that time. The
Kerr amendment, so-called, was in the

bill as reported by the Finance
Committee.
The Senator from New Mexico voted

for the proposal, in the committee. It

then came to the Senate. The language
was not offered as a substitute for the

Kerr-Mills bill. I voted for the Kerr-
Mills bill.

Mr. KERR. The Senator is describing
methods of reaching the same point.

The Senator from New Mexico offered

an amendment which would have
stricken out the Finance Committee
action.

Mr. ANDERSON. Oh, my, no.

Mr. KERR. I believe the Senator did
offer his proposal in addition.
Mr. ANDERSON. I did.

Mr. KERR. I believe the Senator did.

Mr. ANDERSON. Yes; I did.

Mr. KERR. Yes ; he did.

Mr. ANDERSON. I only wished to

keep the record straight. I did not at

any time oppose the Kerr-Mills pro-
posal, so called. I voted for it in the
committee because I knew the Senator
from Oklahoma was deeply interested in

the problem and I thought he had pre-
sented a good solution for that portion
of the problem he was trying to reach.
That is all I wish to say in that regard.

In regard to the nursing homes, if the
Senator will permit me to comment, one
must provide standards. Many nursing
homes are not adequate.
This provision refers to people who

come from the hospital, when the hos-
pital has been caring for them. These
people would be taken from the hos-
pital, though they would remain under
the care of the physician, and would go
into the nursing home. We feel that
the nursing homes ought to be affiliated

with the hospital under those circum-
stances. That is all that would be pro-
vided.
Mr. KERR. Under the King-Ander-

son bill the language was written so that
10,000 nursing homes would have been
eligible.

Mr. ANDERSON. I am sorry; I do
not believe that. I will not argue with
the Senator.
Mr. KERR. I am quoting from an

analysis of the bill by the technical staff.

I did not ask the staff to interpret it to
support either my position or the posi-
tion of the Senator from New Mexico.
Mr. ANDERSON. I am sure the Sen-

ator did not. This is a point on which
there might be a reasonable argument.
There was a provision in the bill that
standards would be set. It was expected
that the Federal Government would set
those standards as high as a requirement
of affiliation with a hospital would set
them, but there was such a hue and cry
set up by the nursing homes of the coun-
try, that this was an endeavor to let the
Government impose its will on people,
that we provided specifically in legisla-

tive language for affiliation with a hos-
pital.

Mr. KERR. Under the King-Anderson
bill the cost for nursing home was esti-

mated to be 0.08 percent, and under the
amendments the Senator now sponsors
the cost is estimated to be 0.02 percent.
Mr. ANDERSON. I did not say the

cost of nursing home benefit would not
be reduced. I merely said that the Gov-
ernment was going to set up standards,
and the objection made was that those
standards would be too difficult to meet
in most of the localities. There are
many places in my State which would
not qualify, and I believe there are many
places in the State of the Senator from
Oklahoma which might not qualify.

Mr. KERR. That is correct.

Mr. ANDERSON. Nevertheless, it was
felt it would be better to provide that
payment for skilled nursing home care
would be limited to cases in which the
people come from the hospitals and go
into nursing homes affiliated with hos-
pitals. They could not go into nursing
homes without coming from the hospital.

Mr. KERR. They could not be paid
under the Senator's proposal unless they
were in the nursing home. There are
some 500 nursing homes which qualify.

Mr. ANDERSON. Which qualify now.

Mr. KERR. Which qualify now.
Mr. ANDERSON. We are trying to set

standards so that others might qualify in
the future.
Mr. KERR. Then the Senator's cost

estimate of 0.02 percent would have to
go up, if they did qualify.

Mr. ANDERSON. I do not wish to get
into that, if the Senator will excuse me.
Mr. KERR. I do not blame the Sena-

tor.

Mr. ANDERSON. It is not for the rea-
son the Senator seems to imply.
The able Senator from Oklahoma sat

with me in the meetings of the Finance
Committee when the committee tried to
decide on disability insurance in 1956.
The able Senator from Oregon [Mr.
Morse] wanted to put in a provision
which would not begin with the age of
50. He wished to provide that a person
of any age could come under the pro-
gram. We thought in the interests of
safety we ought to put in a limiting pro-
vision, that only those above 50 years of
age might qualify for the disability in-
surance. Within 4 years we reversed
ourselves and made the program avail-
able to everybody.
We think the nursing home provision

is all right. If it works out that more
nursing homes qualify, undoubtedly
there will be a saving in other portions
of the program, under the hospital care
provisions. It would balajjce out at a
later time.

Mr. KERR. I appreciate the Senator's
observations.

I say to the Senator that the experts
from the Department of Health, Educa-
tion, and Welfare tell me that the cost of
the Senator's amendments, even on the
basis of using 500 nursing homes only, in-
stead of being a half of 1 percent would
be 0.68 percent; and, further, that each
year the cost would be increased.

The cost estimates are based on the
1961 earnings level. If the 1962 earnings
level were used, assuming an annual in-
crease of 3 percent in earnings, one of
the following alternatives would have to

be provided: either the earnings base
would have to be raised to $5,350 and it

would be necessary to increase the hos-
pital deductible to $10.30 per day; or it

would be necessary to increase the hos-
pital deductible to $12 per day; or it

would be necessary to decrease the maxi-
mum duration of hospitalization from 90

to 80 days, or, under the 45 -day
alternative, to 40 days.

Furthermore, the estimates of the
technicians of the Department of Health,
Education, and Welfare are that by 1964,

when the Senator's amendments would
become operative with reference to the
beneficiaries, one of the following actions
would be necessary to restore the esti-

mated actuarial balance of the system:
raise the earnings base to $5,700 and in-

crease the hospital deductible to $11 per
day; or increase the hospital deductible

to $16 per day; or decrease the maxi-
mum duration of hospitalization from
90 to 60 days, or, under the 45-day
alternative, to 33 days.

Mr. LAUSCHE. Mr. President, will

the Senator yield?

Mr. KERR. I yield.
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Mr. LAUSCHE. From what is the
Senator reading?
Mr. KERR. I am reading from a

memorandum prepared for me by Mr.
Robert J. Myers, the actuary of the De-
partment of Health, Education, and Wel-
fare. I asked him to provide me with
estimates of the cost of the Anderson-
Javits amendments in 1963, if imple-
mented, and in 1964 when, under the
amendments, the program would be im-
plemented. That was delivered to me
from the technicians in the Department
of Health, Education, and Welfare. One
of them is sitting in this Chamber and if

I am incorrect he will tell me so.

Mr. CURTIS. Mr. President, will the
distinguished Senator yield to me?
Mr. KERR. I yield.

Mr. CURTIS. Are those figures based
upon a continuation of the present level

of hospital costs? I think they are.

Mr. KERR. These figures are based
on a 3-percent increase in the wage level.

I believe the two go together. My adviser
tells me that the figures are based on
estimates both as to what the earnings
level will be and as to what the hospital

costs will be.

Mr. ANDERSON. Mr. President, will

the Senator from Oklahoma yield to me?
Mr. KERR. I yield.

Mr. ANDERSON. I say to the Sena-
' tor, as I said a moment ago, these things
lead to endless arguments. I should ap-
preciate reading a memorandum Mr.
Robert J. Myers, the authority just cited

by the Senator, supplied to me

:

The actuarial cost estimate for the pres-
ent cash benefits of the OASDI system are
based on the assumption that earnings will

remain level in the future. If instead, earn-
ings rise—as past experience indicate will oc-
cur—then the cost of the present system ap-
plied in relation to taxable payroll will de-
crease^

Mr. KERR. Will what?
Mr. ANDERSON. Will decrease

—

The reason for this is that, because of
the weighted benefit formula, benefits will
not rise proportionally with the increase in
credited and taxable covered earnings,
whereas contributions will rise in this man-
ner. Thus, contributions will increase more
rapidly than benefit outgo, and there will
be a reduction in the cost of the program
relative to payroll. Estimates based on a 3-
percent annual increase in total earnings and
covered employment (per worker) indicate
that if 1962 earnings were used in the cost
estimated (instead of 1961 earnings), the
level-cost of the present system would be
reduced by 0.07 percent of taxable payroll.
This would more than offset the increase in
cost of the health benefits of between 0.01
and 0.02 percent of payroll due to the
changed earnings-level assumption. In the
same way, the use of projected 1964 earnings
levels assumption, would result in a reduc-
toin of the level-cost of the cash benefits of
20 percent of taxable payroll, as compared
with an increase in costs of the health ben-
efits of about 0.05 percent of payroll.

I assume that he thought this would
come out about right.

Mr. KERR. If I correctly understand
the language the Senator has read, it

assumes the transfer of that part which
under the Senator's amendment would
go to the trust fund, to the health fund.
Mr. ANDERSON. Assuming no in-

crease in wages, then there would be no
problem. If the wages should go up, the

problem could arise. I am not able to
predict where wages will go or how they
will go.

We say only that we think the pro-
posal is actuarially sound. Mr. Myers
has so certified; and I am inclined to
accept his figures.

Mr. KERR. The long-range cost esti-

mates have not taken into account the
possibility of a rise in earnings levels,

although such a rise has characterized
the past history of this country. If

such an assumption were used in the cost
estimates, along with the unlikely as-
sumption that the benefits, nevertheless,
would not be changed, the cost relative

to payroll would, of course, be lower.
It is important to note that the possi-

bility 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 opera-
tions of the system. The financing of
the system is based essentially on the
intermediate-cost estimate, along with
the assumption of level earnings; if ex-
perience follows the high-cost assump-
tion, additional financing will be neces-
sary.

I say to the distinguished Senator
that I read from a memorandum given
to me on July 16, 1962. I now ask unani-
mous consent that it be printed at this
point in the Record, because it came di-

rectly to me from Mr. Robert J. Myers.

There being no objection, the mem-
orandum was ordered to be printed in the
Record, as follows:

Subject: Changes in health benefits plan
under conditions of rising earnings.

From: Robert J. Myers.
The actuarial balance of the proposed

health benefits plan is based on the assump-
tion of level earnings in the future. If earn-
ings rise—as may be reasonably expected
from past history—and if health benefit
costs rise correspondingly, the proposed
health benefits would not be in actuarial bal-
ance.
Under these circumstances, at least one

of several alternatives would have to be done
to maintain the actuarial status of the social

security system without raising the tax rate
assigned to the health benefits program.
The cost estimates are based on the 1961

earnings level. If the 1962 earnings level

were used (assuming an annual increase of
3 percent in earnings) , one of the following
alternatives would have to be done:

1. Raise the earnings base to $5,350 and in-
crease the hosiptal deductible to $10.30 per
day.

1. Increase the hospital deductible to $12
per day.

3. Decrease the maximum duration of hos-
pitalization from 90 to* 80 days (under
the 45-day, no deductible alternative, to 40
days)

.

By 1964, one of the following actions will
be necessary to restore the estimated
actuarial balance of the system:

1. Raise the earnings base to $5,700 and
increase the hospital deductible to $11 per
day.

2. Increase the hospital deductible to $16
per day.

3. Decrease the maximum duration of hos-
pitalization from 90 to 60 days (under
the 45-day, no deductible alternative, to 33
days)

.

Mr. ANDERSON. Will the Senator
agree with me that Robert J. Myers has
many times certified that the amend-
ment I have offered is actuarially sound
and adequately financed?

Mr. KERR. It is only actuarially
sound on the assumption that earnings
would be level on the basis of the 1961
earnings.
The man is telling the Senator that

what I have said is correct,
Mr. ANDERSON. He is not. He is

saying that it is not correct. The sys-
tem would adjust itself as wages rose.

As wages rose, old age benefits would
improve.

I do not know. I have never examined
the books. I know only that commit-
tees have been appointed to examine
social security, and they have said that
social security is sound. I have heard
Mr. Robert Myers quoted year after year.
He has certified that the program is

actuarially sound. If we have lost faith
in him
Mr. KERR. I have not lost faith in

him. The Senator's statement is based
upon a transfer into the health fund of
that which, under his measure, would
go into the trust fund. That is the
safety factor.

Speaking further with reference to
what the Javits-Anderson amendment
would not do, it would not provide doc-
tors' care. It would not provide sur-
geons' care. It would not provide pri-
vate nursing services. It would not
provide physical therapy and related
services except those customarily pro-
vided in a hospital. It would not pro-
vide dental services. It would not provide
laboratory and X-ray services except
those customarily provided in a hos-
pital. It would not provide prescribed
drugs, eyeglasses and dentures, except
drugs customarily provided in a hospital
or nursing home. It would not provide
diagnostic or screening and preventive
services, except outpatient diagnostic
services. It would not provide any of
the medical care or remedial care rec-
ognized under State law. Therefore, I
say again that the measure is a mis-
nomer. It would not provide those
things which are indispensable in a gen-
eral program of providing medical care
for the aged, and which the distin-
guished Senator from New York [Mr.
Javits] in 1960 said was the basis of the
entire program of care for the aged. It
is the most important element in care
for the aged.

Mr. President, I invite the Senator's
attention to what would very likely be
lost if the Senate should adopt the
amendment. I am making that state-
ment on the assumption that, if agreed
to by the Senate, the amendment would
not be accepted by the House. Some
Senators have had the opportunity and
privilege of serving in the House of Rep-
resentatives; and consequently they
know the procedures in that body. As I
understand, if the amendment were
agreed to, the measure would go back to
the House of Representatives and would
be placed on the Speaker's desk. If a
request were made to send the bill to con-
ference, the request would have to be
agreed to unanimously. One objector in
the House of Representatives would pre-
vent the bill going to conference, unless
the Committee on Rules should issue a
rule to send the measure to conference.

I wonder if the sponsors of the amend-
ment have any assurance that the Rules
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Committee would give the measure a
rule? Assuming that it did not, the bill

to which the amendment is attached,
if it were adopted, would die, and with
that action the States would lose the
following

:

In the bill is a provision for 75 percent
of the Federal share for a minimum of

services, for self-support, self-care, and
other nonadministrative services, train-
ing, purchases of services from other
State agencies, and for preventive
services.

There are provided in the bill changes
in formula which would send to the
States an additional $126 million for the
aged. There is provided in the bill in-
clusion of $34 million a year for second
parent and aid to dependent children
cases. Last year we passed a bill on a
temporary basis that provided that if

the wage earner in the home were un-
employed, his children would be eligible

for aid to dependent children. That
assistance expired on June 30. The
bill now before the Senate would extend
such assistance; $73 million would be
provided for aid to dependent children
when the wage earner of the family is

unemployed. If the bill dies, the exten-
sion of that provision is killed.

There is a provision for $4 million for
foster care, which would be extended,
child welfare, $5 million; adult category,
single program, $7.5 million.
In areas of critical unemployment

there is now a very worthy program
which an unemployed parent can
achieve for his children on the basis of
aid to dependent children, paid for by
the State and the Federal Government.
The program would permit a person to
work for the benefit that he would re-
ceive through the aid to dependent chil-
dren that would come to him because
he is unemployed. That program is

now at a standstill because it expired
on June 30. The extension of the pro-
gram is provided in the bill. It is pre-
vented from going into effect by reason
of the fact that the bill is held up in
the Senate because of the attempt to
place the pending amendment on it.

If it goes on it and goes back to the
House, and an objection is made to a
conference, and the Rules Committee
does not give a rule for a conference, that
great and worthy program, of such tre-
mendous significance to those who need
it the worst, will be lost.

We added an amendment to the bill

on the floor of the Senate the other day
which gave the States the right to permit
those on old-age assistance to earn up to
$50 a month without thereby their as-
sistance checks being reduced.

If the situation develops as I have
visualized it, that great humanitarian
provision will be lost.

Mr. ANDERSON. Mr. President, will

the Senator yield?
Mr. KERR. I yield.

Mr. ANDERSON. The Senate added
that same amendment once before. It

went to the House. Did not the con-
ferees strike it out after a few minutes'
deliberation?
Mr. KERR. Yes.
Mr. ANDERSON. Therefore it is not

a very great handicap to put it on the
bill again.

Mr. KERR. I believe that that provi-
sion was mandatory. I am not sure of
that, and the Senator will correct me if

I am in error.

Mr. ANDERSON. It was not. We had
that under discussion the other day.
Mr. KERR. At one time we passed

it and it was permissive. Another time
it was mandatory. The Senator will

remember which is correct.
Mr. ANDERSON. I am not able to

say.
Mr. KERR. I mean the Senator's

technician would know.
Mr. ANDERSON. The Douglas

amendment was permissive. The Sena-
tor from Illinois obtained the floor him-
self to present that amendment.
Mr. KERR. But I believe we twice

adopted it.

Mr. ANDERSON. I am not sure. I
would merely like to say this to the able
Senator from Oklahoma. He is strug-
gling now in the Committee on Finance
with the distinguished Senator from Vir-
ginia [Mr. Byrd] to bring out a tax bill.

The committee has just struck from the
bill the withholding provision. The
committee will change the bill in other
respects. One objection in the House
will prevent it from going to conference
with the House. That fact did not hold
back the Finance Committee from act-
ing as it did. We recognize that one ob-
jection in the House prevents such a
bill from going to conference. I served
on the Ways and Means Committee in
the House. I know how they feel about
their prerogatives. Nonetheless, there
have been occasions when they have ac-
cepted amendments. I admit it is a
problem. I am not trying to dismiss it

lightly. However, we have adopted
amendments that the House did not
particularly care for.

Mr. KERR. The same amendment
the Senator has submitted is the one
that is now before the Ways and Means
Committee.

Mr. ANDERSON. But they have not
taken any action on it for 4 or 5 months.
Mr. KERR. Does the Senator con-

template that if his amendment were
sent to the House and the Rules Com-
mittee gave a rule and the bill went to
conference, the House would be willing
to accept the amendment?
Mr. ANDERSON. I hope so. I cannot

be certain about it, but I hope that the
House would see the wisdom of doing
just that.

Mr. KERR. What the Senator has
said might be the basis for taking exact-
ly the opposite action to that which
the Senator from New Mexico indicates
would be his hope.

Mr. ANDERSON. It is possible.

Mr. KERR. I have told the Senate
what the bill would not do. I should
now like to tell Senators, or remind
them, of some of the things that it would
do. The amendment would raise taxes
$2.2 billion a year on the self-employed
and on the workers and employers of
America, when everyone knows that
we ought to ease the burden instead of
increasing it, and when everyone knows
that the profit squeeze is on between cost
and selling price, and that the profits
of the employers, out of which taxes are

paid, are being squeezed by increasing
costs and increasing competition.
So that what we have before us is an

amendment which would increase on a
limited group, which the distinguished
Senator from New York said in 1960
were "those least able to pay," their part
of the $2.2 billion a year in additional
taxes.

I request that Senators consider the
position in which the amendment would
put the younger workers of America.
The amendment would place 20 million
people in a position to receive the bene-
fits provided by the amendment. There
will be about 17 million of them who will

be eligible on January 1, 1964. In suc-
ceeding years there will be an additional
3 million eligible, who have already
earned eligibility for social security re-
tirement purposes but who are not now
employed by private industry and who
are not now contributing to the fund.
So the amendment would make 20 mil-
lion retirees eligible for benefits who
either have not or will not make any
contribution to the fund, with the pos-
sible exception of those who work be-
yond 65 years of age and pay social
security taxes by reason of that fact..

Yet the benefits provided for the 20
million people will cost $35 billion, which
will have to be paid by the self-employed
and the younger workers of America and
their employers, when these younger
workers are already struggling to take
care of the health costs of their wives
and their children.
Mr. LONG of Louisiana. Mr. Presi-

dent, will the Senator yield?
Mr. KERR. I yield.

Mr. LONG of Louisiana. Is the Sena-
tor estimating the $35 billion based on
treatment in private hospitals, or in pub-
lic hospitals?

Mr. KERR. This is the cost esti-

mated, I believe, on the basis of a 3-

percent increase every year for a num-
ber of years, until it levels off at a level

rate. I believe that contingency is in

the estimate of the cost.

Mr. LONG of Louisiana. It is impor-
tant to determine whether the $35 bil-

lion is based on experience in private
hospitals or experience in public hospi-
tals. In Louisiana we have a situation
in which people stay 50 percent longer
in public hospitals than in private hos-
pitals, for any given illness. The reason
for it is that if a person is paying his

own hospital bill he is always asking
his doctor, "Doctor, can I go home?" It

is important to him, because he is pay-
ing the bill.

If he is in a State hospital, the ward
leader or someone else is always calling

up the doctor and saying, "Do you have
to discharge that person? Can't he stay
a little longer?" There is the problem
also of a person who wants to take a
vacation, and in order to do that wants
to put his dependent in the hospital and
have him stay there longer. He wants
his relative to stay in the hospital during
the period of. time that he takes a vaca-
tion.

The cold, hard statistics in Louisiana
show—and no one is denying it, not even
those who voted for the proposal—that
there is a difference of 50 percent be-
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tween the length of time a person stays

in a private hospital and in a State hos-
pital, because in the one instance it is

necessary to work to get patients out and
in the other the patients are working to

get themselves out. That is the differ-

ence.
Mr. KERR. The Senator from Loui-

siana has called attention to a very sig-

nificant fact. That is one of the reasons

why the technicians speak of the cost of

the bill to provide benefits to those who
will have made no contribution to the

fund as $35 billion. That is their esti-

mate of what the minimum cost will be.

Mr. LONG of Louisiana. I ask the

Senator to mark my words that it will

be nearer $52 billion.

Mr. KERR. There is no Senator who
does not receive correspondence continu-
ally from worthy veterans, whom he is

trying to help from the standpoint of

trying to get them into a veterans' hos-
pital.

What the Senator from Louisiana has
said can be corroborated by any Sen-
ator from the mail he receives from serv-
icemen and veterans in his State, and
from his_experience in seeking to obtain
for them entrance into veterans' hos-
pitals or the opportunity to continue to

remain in veterans' hospitals.

Mr. LONG of Louisiana. Mr. Presi-
dent, will the Senator from Oklahoma
further yield?
Mr. KERR. I yield.

Mr. LONG of Louisiana. I should like

to support the Senator by saying that
some of the most grateful constituents
I have are those who relatives I was able
either to get into a veterans' hospital or
to keep in one.
Mr. KERR. The Senator is correct.

While the Senator from Louisiana was
speaking, I was thinking of a veteran
having a non-service-connected disabil-

ity, who had a fine family, but one which
was not economically fortunate, and of
the many hours spent by members of
the staff of the Senator from Oklahoma
to secure the admission of that veteran
to a veterans' hospital.
Mr. President, even the partially em-

ployed will have to contribute to the $35
billion. Workers who are employed only
half time will have to pay a part of that
cost.

Mr. LAUSCHE. Mr. President, will

the Senator from Oklahoma yield for a
question?
Mr. KERR. I yield.

Mr. LAUSCHE. Does the $35 billion

cost envision taking care of beneficiaries
during the expectancy of their life be-
yond age 65?
Mr. KERR. It envisions those who

will be eligible but who will not have
contributed to the fund. The Senator
is correct.

Mr. LAUSCHE. It is predicated upon
an estimate of life into the future of
persons who are now 65 and until all of
them have passed away?
Mr. KERR. Yes; and of those who

are not yet 65 but who have earned so-
cial security retirement identity, but
who are not now contributing to the
fund by reason of being otherwise em-
ployed, such as being employed by the
Government, and the like.

Mr. LAUSCHE. I thank the Senator
from Oklahoma.
Mr. CURTIS. Mr. President, will the

distinguished Senator from Oklahoma
yield?

Mr. KERR. I yield.

Mr. CURTIS. We are speaking of

who would pay taxes. If the physically

handicapped are employed and earn
some wages, will they not pay social se-

curity taxes?
Mr. KERR. Yes.
Mr. CURTIS. That includes some of

the severely handicapped individuals

who are employed in Goodwill Indus-
tries and similar institutions, does it

not?
Mr. KERR. I believe it does, if they

work enough and earn $50 a quarter.

Mr. CURTIS. Yes. Would they not

be contributing to the payment of the
hospital bills of at least some of the peo-
ple who are well able to pay the bills

themselves?
Mr. KERR. They would contribute

to the payment for hospital care for

which every retired banker or finan-

cier in America would be eligible.

Mr. CURTIS. Such a person would
not have to retire; he would simply
have to be eligible for the benefits. He
could have the highest income of his

entire career but still eligible to retire.

Mr. KERR. Then he would be eligi-

ble for these benefits.

Mr. CURTIS. That is correct.

Mr. KERR. The Senator is correct.

Not only the physically handicapped,
but also the blind and the domestic
employees. Even the cook in one's

house, who received $25 a week or more,
would be taxed to pay for the benefits

for which people who would not con-
tribute a dime would become eligible.

Millions of persons are employing
domestic employees who will be making
contributions.
Mr. President, I am beginning to see

the light. I am not going back to

Oklahoma and face the farmers of that
State, saying, "I voted to impose on you
a tax of 7% percent of what you make
above $4,800 up to $5,200, and one-half
of 1 percent on every dollar you make
up to $4,800, in order to provide benefits

for millions of retired persons who may
be the owners of the farms on which you
are tenant farmers."
Many Members of the Senate who are

deeply concerned about the agricultural

program and the welfare of the Ameri-
can farmers are supporting this measure.
If and when it is passed, will they go
back home and explain to the farmers
why they voted to raise their taxes in

order to provide benefits for people who
are worth many times what the farmers
are worth—people who have never paid
a dollar to receive the benefits?

Mrs. NEUBERGER. Mr. President,
will the Senator from Oklahoma yield

for a question?
Mr. KERR. I am honored to yield to

the lovely Senator from Oregon.
Mrs. NEUBERGER. Is not this what

a farmer does if he has insurance on his
house?
Mr. KERR. I do not know of anyone

who has insurance on a house who does
not pay for it himself. I am talking

about the 20 million people who will not
have paid 1 cent for this insurance. It

will be paid for and given to them by
others.

I say to the great Senator from
Oregon that not one thing more is being
provided for the old people of her State.
She may think there is; but there is one
nursing home in Oregon which is eligible

under this measure—only one. This
proposal is a misnomer. It does not pro-
vide for the payment of doctors' bills,

dentists' bills, or surgeons' bills. It

gives to those who do not need at the ex-
pense of the lowest level income groups
in America. It gives to those who have
contributed nothing at the cost of the
disabled, the blind, the domestic work-
ers, the farmworkers, and the farmers
of America.

I favor medical care for the aged far
beyond what is provided in this meas-
ure. But if taxes are to be imposed on
the American people to provide benefits
for them, then every taxpayer should
make the contribution, not only the
lowest paid or those having the lowest
incomes. Income taxes are paid on a
graduated scale; but the Anderson-Javits
amendment does not provide a gradu-
ated scale of payments. The lowest wage
level worker in this country pays the
same percentage on what he earns as
does the millionaire.

I feel certain that the Senator from
Oregon [Mrs. Neuberger] . does not be-
lieve in such a philosophy as the Ander-
son-Javits amendment contains. It is

not necessary to pass this measure in
order to provide such help to the aged.
It is not necessary to offer bread and
then give them a stone, by saying, "Here
is a program of medical care," when no
medical care is in it.

It is said that under the Anderson-
Javits amendment, 45 days of hospitali-
zation will be provided without charge,
without even a deductible. What will

happen to a person who is over 65 years
of age when the 45 days have elapsed?
What will happen will be that such a
person will be placed in a nursing home
that does not exist, or else he will be
eligible under Kerr-Mills in States
where that act is in force, because that
act will pay the doctors' bills. It will

pay the hospital bills for a year, if the
State will implement the program. It
will pay for dental care. It will pay for
nurses. It will pay for laboratory and
X-ray services. It will pay for any other
medical care or remedial care recognized
under State law. But the Anderson-
Javits proposal would not.

No wonder a group in Rochester, the
hometown of the distinguished junior
Senator from New York [Mr. Keating],
wrote as follows:

Dear Senator Keating: Comments at-

tributed to you in the Congressional Rec-
ord are receiving wide dissemination in cur-
rent discussions regarding the proposed
medicare amendment.

This is a carefully prepared, sensible ap-
proach to one of our greatest legislative chal-

lenges, and there is a very substantial body
of doctors who feel that the sound and
proper method of financing medical care is

under social security.
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Says his constituent:

The proposed amendment in my estima-
tion Is quite a hodgepodge of methods to
take care of part of the expenses of senior
citizens, whether they need it or not. It is

interesting to note that in your home com-
munity of Monroe County there are approxi-
mately 38 accredited proprietary nursing
homes with a bed capacity of 1,360, none of
which could qualify under this proposal.
There are also 8- other homes, Including the
Monroe County Home and Infirmary, St.

Ann's, the Jewish Home for the Aged, and
so forth, with a bed capacity of 954, of which
only St. Ann's could possibly qualify, if, as
proposed, that home affiliates with General
Hospital.

Mr. KEATING. Mr. President, will

the Senator from Oklahoma yield?
Mr. KERR. I yield.

Mr. KEATING. The Senator from
Oklahoma has seen fit to quote from a
letter sent to me, as apparently a copy
was sent to him. All I can say is that I

have received plenty of mail on all sides
of this issue, in the past 2 years. I have
received a significant amount of mail in
opposition to the original Anderson bill,

and lately I have also received some in
opposition to the modified bilL To be
specific, I have gotten 10,299 letters in

opposition to any form of health care for
the aged under social security.

I have also received 382,949 letters in
favor either of the original Anderson
proposal or of the modified which, in my
judgment, is a much improved proposal.
Therefore, while every letter is impor-
tant, any single letter the Senator from
Oklahoma might see fit to cite ought to

be cited in the context of all of the many
thousands of letters I have received.
Mr. KERR. Under the original King-

Anderson bill 10,000 nursing homes in
America would have been eligible; but
under this bill only 500 would be eligi-

ble^—only 500 in the entire Nation; and
there would be only 1—if there were
1—in the Senator's county.
Mr. KEATING. All the hospitals in

Monroe County could qualify.

Mr. KERR. Under this bill they could
not qualify as nursing homes.
Mr. KEATING. They could qualify if

they affiliated.

Mr. KERR. Oh, yes; but if they did,

the Senator's estimate of 0.02 percent of
payroll would have to be quadrupled, if

all of them qualified.

Mr. KEATING. There is a great dif-

ference of opinion on that subject.
Mr. KERR. That is the figure pro-

vided by the Department of Health, Edu-
cation, and Welfare technicians.
Mr. President, this bill would give too

much to those who do not need it. It

would give too little to those who do
need it.

Medical science in this country has
advanced to the highest degree of effi-

ciency and value—more so than in any
other nation in the world. There was a
time when American doctors went to

Germany to study medicine and surgery.
But today, doctors and physicians come
from around the world to study in the
advanced facilities and courses under
the distinguished medical educators of
America. Why is that? It is because
the American medical profession, the
American dental profession, the Ameri-

can surgical profession, and the Ameri-
can nursing profession are free and have
the incentive and opportunity to work
to improve themselves to provide better
medical care for the people. That care
should be available to the aged, if they
need it and if they cannot provide it

for themselves. I would not deny it to
a single person over 65 years of age who
needs it and cannot provide it for him-
self or herself. But I would not tax the
disabled, the blind, the domestic work-
ers, the garage mechanics, the filling sta-
tion operators, and the other low-income
groups of America to provide a limited
program to millions of people for whom
they are working, who will not have con-
tributed one dime to pay the cost of the
program. I have not seen that kind of
light. I will not return to Oklahoma
and tell the aged there that I have voted
for a program which is a misnomer

—

which purports to be medical care, but
would provide no medical care.

I will cast my vote to make the present
medical-care program for the aged more
available, on the basis of having the
States operate it and on the basis of
having freedom of choice for the patient,
as to the doctor, the dentist, the surgeon,
the hospital, and the nursing home, and
also freedom of choice on the part of
the doctor, the dentist, and the surgeon,
so that they might have a voice in decid-
ing what patient or patients they would
serve. But I would vote for such a pro-
gram for those whose own economics
will not enable them to pay for it.

We have heard talk about someone
with a $4,000 income who might have a
catastrophic illness for which he would
not be able to pay. Under this bill he
would not be benefited. The other day
I heard on this floor an eloquent plea
for low-income groups who, with
families to support, need a program
which, in the case of a catastrophic ill-

ness, would provide them with the medi-
cal care and the hospital care they re-
quire, without bankrupting them. But
this bill would not give them such aid,

it would keep them in a hospital for 90
days, with some additional time in a
nursing home or with daily visitation,

and then they would be on their own. A
person who had a lingering case would
not be benefited under this bill; the bill

would not provide the aid needed by such
a person. Futhermore, if those in that
income bracket want a limited health
program, they can acquire it at a mini-
mum cost. Yonder in the Chamber is

a chart which shows that for those over
65, the use of this same kind of health
program, for which they are paying, has
increased 200 percent in less than 10

years.
Mrs. NEUBERGER. Mr. President,

will the Senator from Oklahoma yield?

Mr. KERR. I yield.

Mrs. NEUBERGER. By the enact-
ment of this bill, would the Kerr-Mills
Act for the indigent be repealed?

Mr. KERR. No. Furthermore, it is

not for the indigent, I say to the great

lady from Oregon. The Kerr-Mills Act
is not for the indigent. A person with
a $5,000 medical cost and hospital cost

does not have to be indigent in order

to be unable to pay that cost. But if a

person is worth a million dollars, I do
not know of any reason why a tax to
provide that person with medical care
should be levied on that person's em-
ployees who work in the kitchen or on
the farm, or why a tax for that purpose
should be levied on the blind. But that
is what this amendment would do. In
the Kerr-Mills Act there is no require-
ment that one must be indigent in order
to receive help. A State can decide that
it will provide such help to any couple
whose income does not exceed $3,000 or
$4,000 or $5,000, if the State wishes to
do so. But couples with incomes of that
size are not indigent. However, by the
time medium-income groups pay the cost
of a lingering illness, they will be in-
digent, because they will have had to
pay out of their meager savings medical
costs and hospital costs which this bill

would not pay for them, and which their
own means would not enable them to
pay.
Let us not deceive the people of Amer-

ica or ourselves. We are talking about
a program that would produce indigence,
and not relieve it. The low income
groups would get all the benefits under
Kerr-Mills. If a member of such a group
had a lingering illness, this measure
would not keep him from becoming in-
digent. He would have to resort to the
Kerr-Mills Act in order to get any benefit.

Yet this amendment would cost $2.2 bil-

lion beginning in 1962; and the esti-

mates of the Department of Health, Edu-
cation, and Welfare are that in 1964
Kerr-Mills would cost less than $400
million for every State that would qualify
to give adequate medical care to those
who cannot provide it for themselves.
Who would pay for it? Every tax-

payer; not the low income groups, not
those who would be paying into a fund
for which their own employers would be
eligible to secure benefits, but with ref-

erence to which they had never paid a
dime.
Where is the sense of fairness in the

minds of Senators who would impose
such a mockery?
We should face the responsibility of

providing medical care for the aged,
but when we do, let us provide adequate
medical care; when we do, let us require
all taxpayers to pay for it; when we do,

let us provide medical care for those
who cannot provide it for themselves,
and not for those who can provide it

easily for themselves, without the tax
being a burden on the low income workers
of America.

I submit to the Senate that the amend-
ments should be defeated.

Mr. CURTIS. Mr. President, will the
Senator yield?

Mr. KERR. I yield.

Mr. CURTIS. Referring to the chart
in the rear of the Chamber, it points out
that persons over 65 on January 1, 1964,

or who might thereafter retire at 65
without having contributed to the health
fund would exceed 20 million, and would
cost social security $35 billion. Is that
correct?

Mr. KERR. In that regard, the only
amendment that should be made to the
statement of the Senator from Nebraska
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is that it is estimated that those over 65

who continued to work could contribute

$50 million or more to the amount of

$35 billion.

Mr. CURTIS. Who would pay that

$35 billion?

Mr. KERR. Younger workers and the

self-employed.
Mr. CURTIS. And some who are not

born yet?
Mr. KERR. Yes.

Mr. CURTIS. Would the individual

whose income is entirely from invest-

ments pay one dime of that $35 billion?

The social security tax is based on wages
and salaries, is it not?
Mr. KERR. Yes; it is based on the

salaries or earnings of workers and the

self-employed. The Senator is correct.

Mr. CURTIS. Such an individual, re-

gardless of the extent of his capital or

income, would be a beneficiary, but

would not pay one dime of that amount?
Mr. KERR. He would not be a con-

tributor. The Senator is correct.

Mr. President, I yield the floor.

Mr. McNAMARA. Mr. President
The PRESIDING OFFICER. The

Senator from Michigan.
Mr. McNAMARA. I wish to propound

a parliamentary inquiry before I begin

my statement.
The PRESIDING OFFICER. The

Senator will state the parliamentary in-

quiry.

Mr. McNAMARA. Is time now con-
trolled? And if I desire to speak on the

same subject, must I have time allocated

to me?
The PRESIDING OFFICER. The

Senate is not now proceeding under con-
trolled time.

Mr. McNAMARA. I thank the Chair.

Mr. President, I have enjoyed very
much the presentation made by my dis-

tinguished friend from Oklahoma. I

agree with him in his basic theory that
this measure would not do all the things

that elderly people need done for them.
The Senator is absolutely correct. At
the same time, if it were to do all the
things that the opponents of the- meas-
ure now say should be done, it would
cost several times as much as what is

already regarded as too high a cost. So

.

I think that argument answers the ques-
tion.

VOLUNTARY HEALTH INSURANCE AND KING-
ANDERSON

Mr. President, there has been a good
deal of talk in recent days by opponents
of the King-Anderson bill concerning the
role of voluntary health insurance in

meeting the needs of older people. In
essence, two claims have been made.
First, that voluntary health insurance is,

or soon will be, meeting the need. Sec-
ondly, that enactment of the King-
Anderson bill will have a disastrous effect

on voluntary plans.

The truth, Mr. President, is just the
opposite.

Private insurance does not and cannot
meet the need unaided.

Enactment of King-Anderson will give
a great boost to private insurance, and
the combination of the two may well pro-
vide the answer we seek.

Older people whose incomes are fixed
need comprehensive insurance coverage.

Less than 5 percent of all the people in

the United States have comprehensive
health insurance, far fewer of our older

people. The insurance that older peo-

ple have costs too much of their incomes
and provides too little in services cov-

ered. The many hearings held through-
out the country by our Special Commit-
tee on Aging prove this beyond a doubt.

Let it be understood, Mr. President,

that this is not the fault of the insurance
companies, not even of those private in-

surance companies who sell individual

policies—the only ones available to most
older people—and which, for every dol-

lar they take in, pay out only 53 cents

for health services.

This results from a*simple fact of eco-
nomic life. Insurance companies must
take enough in premiums to pay for the
costs of the services covered and, in the
case of commercial companies, their

profits. Older people cannot afford to

pay premiums high enough to cover the
costs of the services they need. The re-

sult is that insurance premiums are cut
to meet the incomes of some older people,

services covered are cut correspondingly,
and many of the elderly are cut off com-
pletely from coverage just when their

need is greatest.

King-Anderson, properly understood,
is designed and planned to help private
insurance meet the need it cannot meet
unaided. King-Anderson does not in-

tend or pretend to do the whole job. It

would simply relieve private insurance
on the necessity to try to meet the
greatest, most constant and most bur-
densome part of the costs of health care
for the elderly—the costs of hospital and
skilled nursing facility care.

When King-Anderson is enacted into

law and our older people need no longer
fear the burden of hospital costs, private

insurers—profit and non-profit alike

—

will be in a position to offer insurance
coverage for other items of health care
at a price which, hopefully, most of the
elderly will be able to afford.

The tripartite approach: King-Ander-
son for hospital costs; private insurance
for most other costs; Kerr-Mills to pick

up costs that outrun the others, is the
logical solution, the only one that
promises an acceptable and workable
answer.

I hope the basic part of this three-part
approach will be added promptly to the
two we already have: the two which, of

themselves, clearly cannot meet the
need.

In conclusion, Mr. President, I ask
unanimous consent to have set forth at
this point in the Record a most interest-

ing table of key facts about the health
insurance business which appeared in

the June 4 issue of Medical Economics.
There being no objection, the table

was ordered to be printed in the Record,
as follows:

Key facts about the health insurance
business

WHICH INSURERS GET THE MOST?

Premium income
in millions

Commercial health plans (group) $2,104
Blue Cross hospitalization plans 1, 773
Commercial health plans (indi-

vidual) 923
Blue Shield medical-surgical plans 709
Independent health plans 332

WHICH INSURERS GIVE THE MOST?

Percent paid out
in benefits

Independent health plans 96. 5

Blue Cross hospitalization plans 92. 6
Blue Shield medical-surgical plans 90. 4

Commercial health plans (group) 90.4
Commercial health plans (Individual). 52.9

Figures shown are for 1960 as reported by-

Blue Cross, Blue Shield, the Health Insur-
ance Association, and the Social Security
Administration.

12 of the Blue's biggest competitors

Commercial lieaith plans (group):
Metropolitan —
Aetna Life... -

Travelers. _

Kquitabic
Commercial health plans (indi-

vi'lual):

Mutual of Omaha
Hankers Life & Casualty
Prudential
Continental Casualty

Independent health plans:

United Mine Workers
Kaiser Foundation Health
Plan.

Croup Health Insurance,
New York

Health Insurance Plan, New
York... _ —

Premium
income
(in mil-
lions)

$3.w
351
296
217

18(1

114

95
89

62

53

25

21

Percent
paid out
in bene-

fits

90. 6

90.0
90.4
88.3

59. S

60. 9
46.2
51.6

97.

1

94. 5

82.

3

99.5

Figures shown arc for 1960 as reported by the companies
ami plans listed.

Mr. BYRD of Virginia. Mr. President,

the bill before the Senate (H.R. 10606)

would amend existing law providing for

so-called public assistance. The pend-
ing amendment to the bill would expand
the social security system to provide

limited medical care benefits for older

persons.

In regular procedure the public assist-

ance bill was originated in the House of

Representatives, considered by the Ways
•and Means Committee, passed by the

House, and it has been considered and
reported by the Senate Finance Com-
mittee. The amendment now pending
has had the benefit of none of this de-

liberation.

The fact that the medicare amendment
is before the Senate without adequate
preliminary consideration involves a sit-

uation which I shall review in the open-
ing portion of these remarks. Such a
review should be made for the record,

and I hope it may be helpful otherwise.

PUBLIC ASSISTANCE

Public assistance has been officially re-

lated to social security since the social

security system was founded in 1935.

In the beginning, public assistance was
administered by the Social Security
Board. Now it is administered by the

Social Security Administration.

It was originally contended that as

social security coverage expanded the

requirement for public assistance would
diminish. Sociay security coverage has
been expanded, but—whatever the pub-
lic assistance requirements may be—the

cost of the program continues to increase.

SOCIAL SECURITY

Public assistance is financed by appro-
priations from general revenue; but the

social security system involves the levy

of payroll taxes for its support. Despite

this fundamental difference, along with
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others, the two programs are still offi-

cially linked for many purposes.
Legislative consideration is among the

purposes for which they are considered

to be related. And for this purpose the

social security aspects have always pre-

dominated to the extent that basic legis-

lation for both programs has been sub-

ject to revenue measure procedure.
REVENUE MEASURES

Article I, section 7 of the Constitution

says:

All bills for raising revenue shall originate

In the House of Representatives; but the
Senate may propose amendments as on other
bills.

The Senate knows how jealously the

House guards this constitutional prerog-
ative. If evidence is desired, it lies in

the record which documents the fate of

Senate attempts to intrude. And in

view of the record, the chances for pas-
sage of the pending amendment seem to

be dim.
SLIM CHANCE

There are numerous reasons for us
to assume that, even if the medicare
amendments we:-

e passed by the Senate
at this time, the chances for acceptance
by the House of Representatives are dim;
but two of the reasons I have in mind
must be clear to all Members of the
Senate

:

In the first place, it would raise taxes

—

not only the social security tax rates, but
also the amount of pay on which they
would be levied. In the second place,

the Ways and Means Committee has
been considering similar legislation for

months with no action to date.

HOUSE PROPOSALS

The Ways and Means Committee had
before it the Forand bill to provide old-

age medicare through social security in

the 86th Congress, but did not report it;

and in the present Congress it has had
the King-Anderson bill for the same pur-
pose before it for months—without
approval.
Meanwhile, in the 86th Congress, the

Senate did successfully amend a social

security bill to include the Kerr-Mills
provisions. But these established medi-
cal aid for older people as a public assist-

ance program to be financed by appro-
priations from the general fund.

COMMITTEE ACTION

The Senate Finance Committee has
gone even further. On January 21, 1962,

the committee considered a motion by
the Senator from New Mexico [Mr.
Anderson] that hearings be held on Sen-
ate bill 909—to establish a social security
medical care program for older persons
through the social security system—not
later than April 1, 1962, regardless of
whether the House of Representatives
had acted on an identical bill pending in
the House Committee on Ways and
Means.

This motion was put to a vote; it failed

to carry by a vote of 10 to 7.

The committee then considered a sec-
ond motion; it was made by the Senator
from Oklahoma [Mr. Kerr] that prompt

hearings be held on this subject as soon
as the House of Representatives passes
and sends to the Senate for further ac-
tion a medical care for the aged bill.

This motion was carried with an af-
firmative vote by all 13 members of the
committee present and voting. And this

is the status of the matter in the com-
mittee at this time. To date the House
has not passed such a bill; if and when
it does, the Finance Committee will act.

COMMITTEE POLICY

The committee's action on this legis-

lation was in accord with its traditional

policy. It rarely holds advance hearings
on a proposal when the originating juris-

diction lies in the House, or considers
such a bill before the House of Repre-
sentatives has acted.
The King-Anderson bill clearly was

such a measure. It would have raised
social security taxes which are being
levied on millions of people and with-
held from their pay. The pending
amendment would do the same thing,
and raise the amount of pay to be taxed.

PENDING AMENDMENTS

If the committee had held advance
hearings on the King-Anderson bill, it

would have spent its time on a bill

which, according to the sponsors of the
pending amendment, was considerably
different from the Anderson-Javits pro-
posal now under discussion.

I submit the Finance Committee has
acted properly, in accordance with tra-
ditional policy, and wisely on this mat-
ter. Under orthodox procedure it has
reported the public assistance bill. It

has not considered the tax-raising
amendment which was originated in the
Senate.

NOTABLE COINCIDENCE

The Senate cannot overlook the fact
that by 1964 the pending amendment
would increase Federal payroll tax col-
lections for social security by more than
$2 billion a year—and half of this would
be withheld from the pay of the working
people of this Nation.

It is a notable coincidence that such
a tax increase should be urged here with
such vigor, when the propaganda drums
are being hammered by those who con-
tend that tax reductions up to $9.5 bil-

lion must be enacted to save the country
from recession or something worse.

TAX RATES

Under present law social security tax
rates will increase, in steps, from a total

of 7V4 percent in 1963 to 9 !/4 percent in
1968. This, as always with social secur-
ity taxes, would be levied half on em-
ployees and half on employers.
Under the pending amendments the

social security tax rates would be in-
creased, in steps, from 7% percent in
1963 to 9% percent in 1968. This would
be an increase from 3% percent each,
on employees and employers, to 4% Per-
cent each.

PAY BASE

Under the proposed amendment the
increase in tax rates would become ef-

fective in 1964; but the amendment also

would increase the maximum amount of
pay which could be taxed, and this would
be effective a year earlier, in the coming
calendar year, in 1963.

Under present law the graduated in-
creases in the tax rate would be applied
to a maximum pay fixed at $4,800. Un-
der the pending amendment the in-
creased rates would be levied on maxi-
mum pay which would be raised to
$5,200.

NO DEDUCTIONS

A payroll tax is a straight tax on em-
ployees. There are no deductions. A
tax of nearly 5 percent—on pay up to

$5,200—is heavy taxation. It is heavy
on both employee and employer; and the
employee must pay it in addition to regu-
lar income taxes withheld from his pay.

With social security taxes rising, as
they are, with or without the pending
amendments, the question arises: How
much higher can these taxes be raised?
Let the Secretary of Health, Education,
and Welfare, himself, answer that
question.

RIBICOPF LIMIT

Former Secretary Abraham Ribicoff,
in an interview with the U.S. News &
World Report, as published February 5,

1962, said, in a published interview, in
part, as follows:

I have told Senator Harry F. Byrd, of
Virginia, I think we have reached a state
of almost 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 9>4
percent for employer and employee in 1968.
You add this one-half of 1 percent for medi-
cal 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.

A 45.6-PERCENT INCREASE

Under rates fixed in the present law
applied to the $4,800 limit, social security
taxes on the employee would rise from
$174 in 1963 to $222 in 1968. Under
rates in the proposed amendment ap-
plied to a $5,200 pay limit, social security
taxes in 1968 would total $253.50.

For those earning $5,200 and more,
this would be an increase on each em-
ployee of $79.50—or 45.6 percent to
$253.50 in 6 years; the tax on employers
would be increased by an equal amount;
the Government's take—per employee

—

would be increased by $159. The total
tax would be $507.

EMPLOYEE'S INCREASE

I have prepared a table showing in-

creases in social security taxes to be paid
by an employee under the graduated
schedule in the present law, and the in-
creases which would be levied on an em-
ployee under the graduated schedule in
the proposed amendment, and a com-
parison of the two in both dollars and
percentage.

I ask unanimous consent to have this

table published at this point in my
remarks.

There being no objection, the table

was ordered to be printed in the Record,
as follows:
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Social security taxes on an employee under present law rates and maximum pay base of

$4,800 compared with proposed rates and maximum pay base of $5,ZOO

Present law rates on Under proposed amendment, Increasing tax rate

$4,800 pay maximum + of 1 percent beginning in 1964, and raising

maximum pay base to $5,200 beginning in 1963

Year
Increase over

Tax rate Amount Tax rate Amount present law
(percent)

t
to be paid (percent) to be paid

Dollars Percent 1

1963 - 3^ $174 -356 $188. 50 $14.50 8.3

1964 — - 3H 174 201.50 27.50 15.8

1965 356 174 31A 201.50 27.50 15.8

1966- 4H 198 m 227.50 29.50 14.9

1967 4H 198 m 227.50 29.50 14.9

1968 (and after) - - 4% 222 m 253.50 31.60 14.2

1 Percentage increase figures based on

—

1963: Increase in base with no increase in rate.

1964-65: Increase in base and H of 1 percent in rate for medicare.
1966-67: Increase in base and graduated rate increase, plus H of 1 rercent for medicare. Percentage increase

is lower because medicare rate of H of 1 percent remains constant.
1968 and after: Increase in base and graduated rate increase, plus H of 1 percent for medicare. Percentage
increase is lower because medicare rate of J4 of 1 percent remains constant.

INCOME TAXES

Mr. BYRD of Virginia. Mr. Presi-
dent, consider these increased social

security taxes in addition to individual
income taxes, and compare them. At
present income tax rates, a man with
a wife and two children would pay $456
in Federal income taxes on a $5,200 in-

come. Social security and income taxes
would be almost equal if the man were
making $300 a month.
The social security taxes would be

higher if the man were self-employed.
Under the amendment, if a self-em-
ployed man were taxed on $5,200, he
would pay $300 in 1964 and $380 in

1968; and if a self-employed man earned
$3,600 in 1968 his social security taxes
would exceed his income taxes, at present
income tax rates.

SEVENTEEN AND ONE-HALF MILLION

While younger people will pay in-

creased taxes for years before they could
receive any benefits, sponsors of the
pending amendments are authority for
the statement that some Yi x

/i million
persons who had paid nothing into the
fund would be eligible for medicare
benefits in January 1964.

These would include some 15 million
persons 65 years of age and more al-

ready retired under social security and
railroad retirement programs, and some
2M> million outside of Government re-
tirement programs who, under the
amendments, would be covered into the
program with no previous identification
in Federal insurance.

MILLIONAIRES COVERED

Such benefits as the amendments
would provide would be available to all

persons 65 and over, except Federal em-
ployees, aliens, convicted subversives,
and so forth. There would be no needs
test. Payments would be made to mil-
lionaires and the indigent, and all of
those in between, regardless of ability
to pay.

It is a matter of record that among
all of those now 65 and older, only about
14 percent are receiving public assist-
ance payments, and, of course, not all

of these require services for which the
amendments would pay benefits. This

would indicate a majority of the elderly

are capable of providing for their own
needs.

APPROPRIATIONS TOO

The Anderson-Javits amendments
would not only increase social security
taxes for so-called medicare; but also
would authorize appropriations from the
general fund. This would set the prece-
dent of providing general fund ap-
propriations to defray costs of social

security programs.
In this instance it is said that the

appropriations would be to defray cover-
age costs for those not previously identi-
fied with Federal retirement programs.
But the fact is that part of the increased
revenue from the pending amendment
would be used to "sweeten" regular
social security retirement payments.

DISAPPOINTING BENEFITS

Even with increased taxes and appro-
priations from the general fund, medi-
care benefits under the pending amend-
ment would be disappointing to millions
of older persons who, by the highly emo-
tional, much publicized, nationwide cam-
paign for the King-Anderson bill have
been led to expect far more.
The amendments would cost more

than $1 billion a year, but it would not
pay private doctor fees; it would not pay
any private nursing costs; it would not
pay for any drugs used outside of hos-
pitals; it would not pay for any nursing
home facilities unless they were directly
affiliated with a hospital; it would not
pay for dental work; it would not pay for
eyeglasses; it would not pay for any
prosthetic devices, and so forth.

What would they pay for? They
would pay for diagnostic services after
the patient paid the first $20; they
would pay for up to 90 days of inpatient
hospital services after the patient paid
the first $20 to $90; they would pay for
services up to 180 days in a nursing home
directly affiliated with a hospital after
a patient is released from the hospital;
and they would pay for home health
care up to 240 visits.

QUESTIONABLE CHANGES

Much has been said in the floor dis-
cussion of so-called improvements in the

pending amendments relating to partici-
pation by private insurance companies
and by agencies of State governments.
The language in the amendments clearly
indicates that participation by States
and insurance companies would be
limited, Indeed.
There has been no testimony as to the

reaction of either the States or the in-
surance companies. This, of course,
simply goes to prove the necessity for
proper hearings and examination with
respect to legislation such as this. With-
out the evidence and testimony these
provisions cannot be evaluated.

KINDLY DISPOSED

Analysis of the pending Anderson-
Javits amendments, as was true also
with the King-Anderson bill, makes ob-
vious the reasons for proceeding cau-
tiously with this plan despite the fact
that it is a proposal which appeals to the
sympathies of almost everyone.

All of us want the very best for our
senior citizens; no one is unkindly dis-

posed toward them, but the amendments
are a misguided effort which could dis-

appoint them and impose hardship on
their children. There is every reason
to proceed carefully in a matter as im-
portant as this.

TREMENDOUS STRAIN

Even with all of the shortcomings in

the pending amendments, they would be
certain to put a tremendous strain on
existing medical institutions, related fa-
cilities and personnel. The amend-
ments, of course, make no provision for
financing the cost of their expansion.
This would come later.

Full payment by the Federal Govern-
ment for the quality and quantity of
medical care which people would expect
would be virtually impossible for the sim-
ple reason that necessary taxes would be
too high. This would be doubly true if

secondary costs were to be financed.

ONE HUNDRED DOLLARS EACH

If annual expenditures should average
$100 each for the 17.5 million persons
covered by the pending amendments, the
cost would be $1,750 million per year.
With higher taxes, higher pay base, and
appropriations from the general fund,
this is about the amount to be received
in 1964.

The administration estimated that
first-year costs of a medicare program
similar to the provisions of the pending
amendments would be $1.1 billion. With
limited medical benefits for persons after
they have reached 65, and none for those
under 65, rapid expansion of the program
could be expected.
Under all of the circumstances, which

must be considered, I shall vote in op-
position to the pending amendments.
Mr. ANDERSON. Mr. President, there

are many, many things with which we
could concern ourselves. Quite a bit has
been said about there being a misrepre-
sentation of the situation; that we actu-
ally would not do what we say we would
do; that this proposal is not a medical
care proposal.

I have been, I am sure, particularly
careful, round after round, to say that
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this is not a medicare proposal. The bill

which was introduced cites, at the be-
ginning:

This act may be cited as the Health In-

surance Benefits Act of 1961.

That was the basis on which it was
introduced in the Congress.
The pending amendments provide:

On page 1, line 4. strike out "Public Wel-
fare Amendments of 1962" and insert in lieu

thereof "Public Welfare and Health Insur-

ance Amendments of 1962".

We have not attempted to sail under
false colors. We have said constantly

and persistently that this is a health
benefits proposal, a health care proposal.

We are not at all talking about medical
care.

I was in this august assembly when
there was a long discussion over what
was known as the tidelands oil bill. That
was originally introduced as the Sub-
merged Lands Act. It got nowhere, be-
cause the submerged lands had been
decreed by the Supreme Court not to be-
long to the United States.

Then a smart advertising man took
charge and changed the name to the
tidelands oil bill. That was done because
the Supreme Court had held that the
tidelands did belong, to the United States.

Then on the basis of what they called

the bill, not on what it was, there were
ceded to the States the submerged lands
of this country.

I talked at somt length against the
bill. I fought against it a little, as did
many others. One of the things that I

resented was that it was called the tide-

lands bill, when there was not an inch
of tidelands involved in the bill. After
the Senate finished that, the proponents
brought out a submerged lands bill, to

take care of the outer shelf.

In this particular case, we have tried

hard to get the terminology correct.

I was very much interested in the $35
billion which it is said that the workers
of this country—the blind, the crippled,

and all the other people—will have to

pay. Will they? I think not.

We have had many discussions with
regard to the comments of Mr. Robert
Myers. Mr. Robert Myers pointed out
what would be the amounts of money
involved, in a memorandum dated
July 12.

This memorandum shows that in 1963
$580 million would be paid in on a cash-
payment basis. In 1964, $2,010 million
would be paid in. Therefore, something
in the neighborhood of $2 billion would
be paid in that year.

Under our program, the value of bene-
fits in the aged who contribute insub-
stantially to the program would be only
0.1 percent of payroll. Of the total of
0.68 percent of payroll collected for
health insurance, this amount of 0.1

would go for the current aged. The
contribution toward the current aged
thus would be 15 percent of total con-
tributions. If these current aged were
omitted from the system, health insur-
ance would cost 0.58 percent of payroll.
In other words, as things stand, the
worker would contribute 0.34 percent of
payroll, and to his advantage would go
0.24 percent of payroll from employer
contributions.

So the $35 billion would come from the
employer. None would actually come
from the worker.

If someone is going to shed tears, he
should shed tears for the employer and
not for the worker. The worker would
gain by this procedure. He would not
have to pay the cost. The young worker
would get more than value for what he
would pay in terms of contributions.
The employer contribution would in part
cover the cost of the worker.
Many things have been said about the

need for this program. We prepared at
one time a long list of tables. I trimmed
them down and trimmed them down,
thinking of putting them in the Record.
One after another we pick up stories of

individuals and people, and what they
believe. I will not take the time of the
Senate on this problem, except to point
out one case which came to the Office of
the President. It was about a 77-year-
old man retired on social security. His
daughter put this statement in a letter:

He has worked all these years to acquire his
small home, plus a small amount of savings
to supplement his and his wife's needs. He
carried no medical or hospital insurance
(however, even if he had, the insurance
would not cover the costs incurred by his
wife's illness) . He figured his savings would
take care of any emergencies, never figuring
the costs of today. He wanted that feeling
of independence, and thought he had solved
all his problems.

Since his wife's death, the man is now
confronted with the following bills: hos-
pitalization for 30 days, $2,962.70; doc-
tors' bills to date, $900; private nurses,
$625; funeral expenses—approximate

—

$1,200.

This man had some problems. We
would not solve them all. Nobody claims
that we would solve them all imder the
terms of the amendments.

I give that to illustrate things that
need to be done.
Mr. President, we are about to make

a great decision—a decision which will

mark tomorrow as one of the most mem-
orable days in the history of the efforts

of our Government to promote the gen-
eral welfare—a decision which will be
looked upon as a long, firm 'stride toward
the state of well-being to which the peo-
ple of this country aspire. What we de-
cide will be of tremendous significance
to all Americans. But it will be a god-
send to the 17 million Americans who
have passed their 65th birthdays.

Many of these older people now have
as their constant companion the fear
that a costly illness will deprive them
of everything they have managed to save
during a lifetime of hard work and sac-
rifice. And not far removed from hav-
ing this fear as a companion are many
additional millions of Americans who
have reached the time of life when their
thoughts go more and more to the prob-
lems which will face them after they get
old and no longer have an income from
work. And let us not forget the im-
portance of our imminent decision to the
sons and daughters of these millions of
older Americans, whrj—while straggling
to provide modest comforts for their own
families, pay off the mortgage on a home,
and put a youngster through college

—

face the day-to-day fear that they may

have to go heavily into debt to pay the
hospital bills of an aging father or
mother. Let there be no doubt that all

Americans—the young as well as the
old—should attach great importance to
what we do on health insurance.
The discussion of health insurance for

the aged that has taken place on this
fipor during the past several days has
been most gratifying. The interest dis-
played in financing the health needs of
the aged befits the importance of this
subject. It is good that so many facts
and ideas have been so thoroughly aired.
The fact that the discussion has been
of bipartisan character is indicative of
the importance of this measure. The
extensive improvements over my original
bill that are reflected in the proposal
now before us are the result of close

cooperation on the part of a number
of Senators from both sides of the aisle.

To my Republican colleagues who are co-
sponsors of the measure I extend my sin-
cere appreciation.

We are engaged in a serious and stren-
uous effort to get a good program of
health insurance for the aged. Mr.
President, let me assure Senators that
this is no futile gesture. As surely as
I stand here, the efforts we are making
will lead to a measure of health insur-
ance for the aged of which we can be
proud. We have before us a proposal on
which there can be agreement among all

who are sincere in wanting to provide an
effective method by which the problem of
the health needs of the aged can be met.
I am convinced that our efforts will be
fruitful.

THE PROBLEM

The problem that the health insur-
ance proposal would meet is grave. It

also is one that presses for solution.

Today, few people reaching retirement
age are free of the fear that an expensive
hospital stay will wipe out their savings
and, after a lifetime of independence,
force them to public assistance, private
charity, or dependence on their chil-

dren.

Let me state for Senators, very briefly,

what I believe are some of the significant

facts that have now been established.

AGED CANNOT MEET THEIR HEALTH COSTS
WITHOUT HELP

There is now general agreement that
old people cannot meet their health costs
without help. Mr. President, I wish to

extend my most sincere congratulations
to the Members of this body for their
diligence in culling the wheat from the
chaff—in getting rid of the utter non-
sense that old people do not have a real
problem and that a Federal program to

deal with it is not necessary. The fact,

so well brought out in our discussion, is

that old people have health costs which
are twice as high as those of younger
people and have only half as much in-

come to deal with those costs. That
spells "problem" to anybody who has a
grasp of today's economics.

I do not want to belabor a point al-

ready generally recognized, but I want
to repeat a few statistics which make
deep imprints on one's conscience. Old
people need three times as much hos-
pital care as younger people. One in

six aged persons is hospitalized each
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year. Nine out of 10 will be hospitalized

at least once after reaching age 65. An
elderly couple, in a year during which
one or both members receive hospital

care, can expect their combined medical
bills to total about $1,200.

The figures on income and assets are

no less disturbing. Half of all aged coup-
les have less than $2,500 in annual in-

come. Half of the aged persons living

alone have less than $1,000. Although
many have equity in a home, half have
less than $500 in liquid assets. Nor is it

only the very poor who are threatened
by financial disaster by ill health in old

age. When serious illness occurs with
such frequency after 65 that the average
couple can expect 5 periods of hospital-

ization between 65 and death, ill health
threatens the financial independence of

almost all the aged.
With health care costs continuing to

rise, and the income of the aged rising

much more slowly, the problem of the
aged in meeting these costs can only
become more difficult.

PRIVATE INSURANCE CANNOT SOLVE THE
PROBLEM THE AGED FACE

Another fact now well established is

that private insurance alone cannot
solve the problem that the aged face in
financing their health costs. This is a
matter of simple mathematics. The fact
that old people have high health costs
make them a high risk group; it costs
more to insure them, and Indeed many
old people would not be accepted for In-
surance. The other side of the dilemma
is that, generally speaking, old people

—

even those who would be accepted for
insurance—cannot afford to buy ade-
quate health insurance. And the situa-
tion is made even worse by the fact that
the aged are generally not in em-
ployee groups or other groups and there-
fore must be insured on an individual
basis, a quite expensive proposition,
sometimes twice as costly as group cover-
age offering identical protection.

It is not hard to understand why only
about half of the aged have health insur-
ance of any kind; and why in many
cases the coverage is so restricted as to be
no defense against the threat that all

older people face—the loss of their life

savings, and the loss of the homes they
have worked hard to pay for and where
they expected to live out their days.
What health insurance the aged can af-
ford certainly is often woefully inade-
quate. The policies available to them
frequently have restricted benefits, pro-
hibitively high premiums, exclusion of
preexisting conditions for from 6 months
to the life of the policy, cancellable fea-
tures, or a combination of these limita-
tions. Thus, another fact that is now
well established is that private insurance
alone cannot solve the problem that the
aged face in financing their health costs.

Blue Cross, which has long tried to ex-
tend protection to the aged by shifting
part of their cost to younger groups
through "community rating," finds it

more and more difficult to compete with
the commercial insurers. The latter have
increasingly been able to attract the
low-cost groups, leaving the higher cost
groups to Blue Cross. In recent years,
Blue Cross has been paying out $375 mil-

lion in benefits a year for the elderly

while collecting only $200 million from
them. Blue Cross has as much as said

that it cannot do business on this basis

any longer, and has asked for a Federal
subsidy for the aged.

Further extension of private health
insurance protection for the aged must
surmount the barrier not only of the
generally low-income, high-cost problem
of the aged but of the complication that
those not now covered include the worst
risks and lowest income people even
among the aged. This, Mr. President, is

an imposing barrier, and I congratulate
the Senate for declining to dance to the
tune of those who have sung, "let's wait
and see." From the debate and adding
those who voted for the Saltonstall

amendment to those who support my
amendment it seems fair to say that
practically all Senators agree that more
needs to be done now.
HEALTH INSURANCE THE ONLY PRACTICAL

METHOD

Now how does this proposal to meet
the problem through social security come
about? It comes about because it is

clear that social security cannot give

security,in old age through a cash pay-
ment alone.

The monthly cash benefits can meet
regular and recurring expenses like those
for food, clothing, and rent but cash
benefits, even if they were a good deal
higher than they are, would be ineffec-

tive in solving the problem the aged have
in meeting their health costs. This is

true because these costs are not evenly
distributed from month to month or even
from year to year. A person over 65 may
have no appreciable health costs for sev-
eral years and then in a short time have
health costs rurining into the thousands
of dollars.

It is not desirable, even if it were pos-
sible, to increase the social security cash
benefit sufficiently to cover such large
expenses. The obvious solution is to
even out this expense over time and
over all the aged, and the only way to
achieve this is through insurance. And
that of course is what our proposal is

all about. The fact is that the only
practical way that basic retirement pro-
tection—security for older people—can
be furnished is through a combination
of a cash benefit and health insurance.

What this proposal does therefore is

to add to the cash retirement benefit of
social security $8 a month—in terms
of a paid up health insurance policy.

This is not as much of a departure as
some have tried to make out. Many
times we have raised social security
benefits, for those already 65 as well as
those who will become 65 in the future.
This proposal constitutes another in-
crease in social security minimum pro-
tection. After the passage of this pro-
posal all social security beneficiaries will

be entitled to at least the $40 minimum
cash benefit and a health insurance
policy worth $8 a month. Above these
minimums, the benefits vary, of course,
in relation to past earnings. This is the
theory of our proposal. It is based
solidly on past precedent and differs only
in that the security of the aged demands

that the next increase in the minimum
protection under social security be in the
form of a paid up health insurance
policy.

Now the reasons that social security is

the most effective instrument for the
purpose at hand is that, just as in the
case of the cash benefits provided under
the program, people contribute through-
out their working lives, when they can
afford it, and receive the protection after
65, when they need it most. They re-
ceive this protection without further
contributions after retirement.

This social security instrument gives
protection on a practically universal
basis. More than 9 out of 10 people
who work, and their families, are pro-
tected by the social security program.
By 1964, when the proposed health in-
surance protection would be effective,

about 95 percent of the people then at-
taining 65 would be eligible for social
security benefits, and this percentage
would rise to an even higher figure
thereafter. In the course of a year some
73 million earners now contribute to the
program; 86 million have contributed
long enough to be fully insured. Cov-
erage is nearly universal and, of course,
under this amendment we have provided
also for railroad workers and have
blanketed in the aged who have not had
the opportunity to participate in these
systems in the past.

MEDICAL ASSISTANCE FOR THE AGED
NOT THE ANSWER

Some Senators who still have reserva-
tions about a health insurance program
financed through social security have
urged that we defer action until the
Federal-State medical assistance for the
aged programs has been given a further
opportunity to deal with the problem.
I believe, though, that the viewpoint that
medical assistance for the aged cannot,
will not, and indeed should not be ex-
pected to, solve the problem Is the view-
point of the great majority and is gaining
more adherents every day.

It is now nearly 2 years since the en-
actment of the legislation which permits
the States to establish programs of medi-
cal assistance for the aged, financed to

a considerable extent by Federal grants;
yet, only half of the States have estab-
lished any kind of a program of medical
assistance for the aged under the MAA
law; and most of those that have been
set up are quite ineffective.

In May 1962 only 102,000 persons were
getting help under such programs.
About 90 percent of the payments are
concentrated in four high-income States.

A few of the other States have developed
modest medical assistance for the aged
programs but, generally, very little has
been done in the States which have lower
income and greater need. These other
States certainly want to do the best pos-
sible job in meeting the needs of the
old people in the State, and the Federal
Government puts no strings on the
money it will provide. In fact, the MAA
legislation put no limit on the funds that
could be provided by the Federal Govern-
ment, subject only to the provision of
matching funds by the States.

But the problem is that the States do
not have their part of the money neces-



12722 CONGRESSIONAL RECORD— SENATE July 16

sary to do a good job, and there is no
indication that large new sources for

State revenues will suddenly open up.

The financial burden on the States, if

all were to develop full-fledged MAA
programs, would be enormous. They
would have to raise funds amounting to

about three times as much as they are

now spending under both the new med-
ical assistance for the aged programs
and under the medical vendor payment
provisions which have been a part of the
old-age assistance programs for more
than 10 years.
But in any event, the means test ap-

proach is not a satisfactory solution to

this problem for the great bulk of

American people, who have maintained
their independence throughout their

working lives.

I have been very much surprised that
evidently some of the Senators from the
other side of the aisle who are in sym-
pathy with many parts of this proposal

have indicated in the debate that they
hesitate to support it because it has
seemed to them that making the bene-
fits available without a means test or

income test was somehow unfair to con-
tributors to the program. But this is

to attack our whole social security pro-
gram and, in my judgment, to attack it

on one of the points where it is strong-

est and most popular. There is no more
reason to argue for an income test in the
case of health insurance than in the case

of cash benefits. Why do these Senators
not argue that under social security to-

day we are taxing workers to provide
benefits for older people who could buy
their own annuities? And why is it that
current workers are not only willing,

but eager, to continue to pay the social

security tax, and in fact generally favor
improvements and extensions in social

security, even though they know they
must pay increased taxes to pay for

those improvements?
Mr. President, one reason why the

American people overwhelmingly sup-
port the social security program is just

because there is no needs test or means
test or income test. Current workers
know the social security taxes they pay
are going to help meet the cost of bene-
fits that will be available to them in re-
tirement regardless of what they may be
able to add to them in terms of private
pensions or individual savings. This is

one of the great strengths of the social

security program—that it is a base to
which people can add other forms of

protection on their own through volun-
tary effort. This is the basis of the great
partnership that exists today between
the social security program and some
30,000 or more private pension plans.
Any income test or means test destroys
this partnership for under such tests one
loses rights to the basic protection in

proportion to one's success in securing
private pension protection or in accumu-
lating individual savings. Thus an in-

come test is a disincentive to individual
voluntary effort and to saving.

All of this is exactly as true in the
area of health insurance as it is in the
case of cash benefits. Actually, if we
provide health protection for the aged
solely on the basis of an income test we

will be undermining the partnership be-
tween private enterprise and Govern-
ment effort that has worked out so well

in the present social security program.
Success in securing good protection
under private retirement systems supple-
mentary to social security will mean that
the individual does not get the health
insurance he has paid toward. Success
in saving on one's own would mean that
one's contributions to social security for
health purposes would come to nothing.
This is to set up incentives in exactly
the wrong way.
The situation would be the same as

if we relied solely on public assistance
for cash payments to the aged—those
who had taken steps to provide for their
own security in old age would be faced
with the spectacle of the improvident,
as well as the unfortunate, getting as-
sistance that those who had saved could
not qualify for. On the other hand,
what will be the situation if we provide
health insurance under social security
without a means test? Secure in the
knowledge that his social security health
insurance protection will be available to
him whatever resources he may have, the
worker will have every incentive to pro-
vide additional protection for himself,
and he can be counted on to do so.

In the argument for an income test

much has been made of the fact that
wealthy people would have the protec-
tion. Actually wealthy people will get
very little out of this program compared
with what the Government has already
provided for them. To a large extent,
wealthy older people are already being
reimbursed for their medical costs, since
all of their hospital and doctor bills can,
subject to very liberal maximums, be
treated as Federal income-tax deduc-
tions. The provision, applicable to
younger people, that only medical ex-
penses over and above 3 percent of in-
come can be deducted does not apply to
people 65 and over. For an older person
in the highest income-tax bracket, as
much as 91 percent of his medical ex-
penditures can be returned to him in the
form of income-tax savings.
The only alternative to providing

health insurance protection for the few
older people who are well off would be to
provide the protection subject to a means
test or an income test of some sort. If a
reasonably effective means test were ap-
plied, the cost of administering it would
be several times as high as the cost of
administration without such a test since
it would involve individual case investi-
gations. Then even if the better-off peo-
ple were excluded, very little money
would be saved, and the savings would
be reduced by the expense of adminis-
tration. On the other hand, if the test

were a loose one—one that did not pro-
vide for individual case investigations
but relied primarily on affidavits—there
would be danger of large-scale inequities.

Underlying everything else, our objec-
tion to a means test is that people do
not like it because it is inherently humil-
iating. This is a matter of fact attested
to by all who have been through the
process or who are engaged in its ad-
ministration. The fact cannot be set
aside by false analogies. For example, it

has been argued that a means test for
health insurance is basically no differ-
ent from the investigation of financial
status that a person undergoes when he
makes application for a loan. This is

not so. The two are very different. If
you or I apply for a loan, to buy a house,
perhaps, or to buy a car, we go into the
interview proudly, with the purpose of
establishing that we are good financial
risks, responsible, able to provide for
ourselves—in short, that we are success-
ful in the world of affairs. Only if we
establish this about ourselves will we
qualify for the loan. What do we have
to do when we apply for a means-test
benefit? Just the opposite. We have to
establish that we have not saved enough
to meet our needs, that we cannot pro-
vide for ourselves—in short, that we are
a financial failure. This is why the
means test is by its very nature humil-
iating, no matter how humanely it is ad-
ministered. Do we want to require that
the person who has worked and sup-
ported himself and his family all of his
life, whose retirement is provided for
through social security benefits earned
through work and based on his earnings,
must go to the welfare agency, hat in

hand, and plead failure because serious
illness has struck?
In any case, the problem is not pri-

marily that of the poor. The problem of

meeting the cost of medical care in old

age is most pressing for the great group
of older people who are neither rich nor
very poor. It exists for those of average
income and those of well above average
income. As is well established, the need
for high-cost health care at the upper
ages is great. Very few indeed are those
who reach retirement age with sufficient

resources to be secure in the knowledge
that they can pay for all the health care
they will need in the years from retire-

ment to death. If any plan that is

adopted is to provide protection for all

who need it, the few who would be ex-
cluded would simply not be worth the
trouble it would take to exclude them.
Barely 3 percent of the aged have in-

comes of $10,000 or more and most of

these have such incomes only in the early

part of the period past 65.

Mr. President, we have provided for a
health insurance plan for Federal em-
ployees, and including Senators, with the
Federal Government as the employer
bearing a share of the cost. Did any
of us seriously consider leaving out the
higher-bracket employees from this pro-
gram? Of course not. People need
health insurance protection at all income
levels except perhaps for those at the
highest 1 percent in the income scale,

and some people cannot get what they
need under individual plans because they
are poor risks.

For all these various reasons I say that
the argument for an income test in this

program is fallacious and I urge the Sen-
ators on the other side of the aisle who
are sympathetic to this proposal in other
respects to reexamine their doubts in this

regard.
There is great value in having the

protection available as an earned right

—

earned through work and paid for out of

earnings. There is the value that every-
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one, rich man and poor man alike, can
apply for the benefits without having to

establish that he has been unable to look

out for himself. There is the value of

the stimulus to self-reliance and inde-
pendence that is provided when the
worker knows he can save, invest, and
provide additional protection for himself
without losing his Government protec-

tion. There is the cost control that is

inherent in a system where the worker
knows that he and his employer must
pay for the benefits. And make no mis-
take about it—the worker is willing to

support this kind of system only because
the benefits are payable without a test

of income. If you destroy the right to

protection, based on earnings and con-
tribution by introducing a test of need,
then the payroll tax cannot reasonably
be used to raise the money. The con-
sequence is that a large new cost burden
is thrown on the General Treasury, and
the cost controls inherent in a contribu-
tory system are lost.

Yes, Mr. President, fortunately the re-

sponsible, conservative way to finance
this program is also the popular way be-
cause people want the security that
comes from participating directly in the
financing and in not having a test of

need. The agreement is, if you will, reli-

ance on a user's tax in return for protec-
tion to the users. If we rule out benefits

for payers on the basis that they have
saved on their own and that the funds
are available only to those of low income,
then we have no right to a user's tax
and the whole resource of the payroll tax
is no longer available for the great social

purposes of social security. Mr. Presi-
dent, this is an issue on which I hope
all thoughtful liberals, conservatives, and
moderates can agree. We want no in-

come test in social security and we want
to continue our contributory social se-

curity program to which this health in-

surance protection is a logical and neces-
sary addition.

Let me turn now to a review of some
of the detail of this amendment.

(At the point Mrs. Neuberger assumed
the chair as Presiding Officer.)

BASIC HEALTH PROTECTION UNDER SOCIAL
SECURITY

Mr. ANDERSON. I am sure Senators
are familiar with the benefits that would
be provided by our proposal.

HOSPITAL ORIENTED

Our proposal is focused on hospital
services because an illness that necessi-
tates hospitalization is usually the most
costly. The medical expenses for aged
people who are hospitalized are about
five times greater than the medical bills

of aged people who are not hospitalized.
And among the aged, hospitalization is

very likely to occur : 9 out of every 10 per-
sons who reach age 65 will be hospitalized
at least once before they die, and 7 out
of 10 will be hospitalized at least twice.

DOCTORS' FEES NOT COVERED

Let me remind Senators that physi-
cians' bills to their patients would not
be paid for under, the proposal. Pay-
ment of doctors' fees would require fi-

nancial arrangements to which most
physicians are opposed. Moreover, since
the financial base of our proposed pro-

gram is, like the entire proposal, inten-
tionally conservative, it seems far more
appropriate to concentrate the funds on
hospital costs rather than doctors' fees,

which by tradition are adjusted to the
means of the patient. Since only basic
health insurance protection would be
provided under the amendment, aged
people can be expected to purchase pri-

vate, supplementary insurance against
the cost of surgical and other physicians'
services.

One of the most significant features
of the proposal is that it covers alter-

natives to inpatient hospital care. Pro-
vision has been made for payment for
services provided by skilled nursing fa-
cilities that have hospital affiliations,

home health care, and outpatient diag-
nostic studies in order to promote the
most efficient and economical use of
existing health care facilities. Many
patients who do not need the type of care
that hospitals provide for the acutely ill

can receive the care they need in a
skilled nursing facility where costs are
less than for hospital patients. Many
people who need limited professional at-
tention can receive that care more sat-

isfactorily and more economically in

their own homes. Complex diagnostic
studies, so important in early detection
of illness, can be performed on a hospi-
tal outpatient basis without incurring
the much higher costs of a hospital stay.

In providing for payment for these alter-

native services, the proposed program
would reinforce the efforts of the health
professions to reserve hospital beds for

acute illnesses requiring intensive treat-

ment that can be provided only in a hos-
pital.

FINANCING PROGRAM

The financial soundness of the present
social security program is a strong asset

to be considered in the plan for adding
health insurance to the system. Let me
read you a short excerpt from the Jan-
uary 1, 1959, report of the Advisory
Council on Social Security Financing

:

The CouncU finds that the present method
of financing the old-age, survivors, and dis-

ability Insurance program is sound, practi-

cal, and appropriate for this program. It

is our Judgment, based on the best available

cost estimates, that the contribution sched-
ule enacted into law in the last session of
Congress makes adequate provisions for

financing the program on a sound actuarial

basis."

The benefits of the proposal would
likewise be financed on a sound actuarial

basis. The cost calculations have been
carefully developed by the Chief Actu-
ary of the Social Security Administra-
tion. The actuary's estimates are based
on assumptions and methodology con-
sistent with those used for the present
old-age, survivors, and disability insur-
ance program.
The social security contribution rates

would be increased by one-fourth of 1

percent each for employers and em-
ployees, and three-eighths of 1 percent
for the self-employed; the taxable earn-
ings base would be increased from $4,800
to $5,200 a year. Raising the earnings
base would improve the benefit structure
of the system generally and would also
provide additional income which to-

gether with the income from the contri-
bution rate increase would fully meet all

health insurance costs.

DIFFERENCES FROM S. 900

Although I have previously described
in detail the ways in which the amend-
ment differs from my bill of last year,
S. 909, 1 would like now to review briefly

the general nature of the major changes
embodied in our amendment.

PROTECTION FOR THE UNINSURED

One of the important advantages of
the proposed amendment is that it gives
protection to practically all of the aged

—

not just those who are eligible for cash
benefits under the social security and
railroad retirement programs. The pro-
posal would provide health benefit pro-
tection to the almost 2V2 million older
people who have not worked long enough
under the social security or railroad re-
tirement program to be fully insured and
who are neither eligible for health in-
surance as an active or retired Federal
civilian employee nor receiving care in
publicly financed mental or tuberculosis
institutions.

The plan under which health benefits
would me made available to people who
are now outside the social insurance sys-
tem is a temporary one. It is designed
to wash out in a few years.

The cost of health benefits for people
not eligible for cash benefits under the
social security or railroad retirement
programs would be borne by the general
funds of the Treasury. I want to empha-
size that no social security tax money
would be used to pay for the health
benefits of these people.

This provision would meet the critical
problem facing the uninsured people
that will not be met otherwise. Half
of the States have not put even modest
medical assistance for the aged pro-
grams into effect. The history of past
proposals which require implementation
by State action demonstrates that prog-
ress is very slow after the first year. It
is clear then that if the health needs
of the uninsured people of today are not
met through a straight Federal pro-
gram, their health needs will not be met
in a satisfactory manner, nor to a satis-
factory degree, and in many cases their
health needs will not be met at all.

ADMINISTRATIVE ROLE FOR PRIVATE GROUPS

Second, the proposed amendment
would give the Secretary of Health, Edu-
cation, and Welfare specific statutory
authority to delegate some of the more
sensitive administrative functions to
Blue Cross or to other similar voluntary
organizations that are experienced in
dealing with hospitals and other pro-
viders of services. Advantageous addi-
tional administrative functions could be
included in the contract between the
Government and the organization.
These administrative functions would
include reviewing hospital fiscal records
as a part of the determination of the
cost of services, and acting as a center
for communicating and interpreting pay-
ment procedures to hospitals. With
such organizations serving as inter-
mediaries between the Government and
the providers of services, those who are
concerned that Government might try
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to intervene in hospital affairs would
feel much more comfortable.

PRIVATE INSURANCE OPTION

Third, the proposed amendment pro-
vides an option to beneficiaries to con-
tinue private health insurance protec-
tion they held before age 65. This
provision will afford people a choice be-
tween having health insurance coverage
directly through social security and con-
tinuing their private insurance arrange-
ments into retirement. The provision
would facilitate private insurance sup-
plementation of the basic protection af-
forded under the proposal. A great
variety of private insurance policies

would fit into this plan. For example,
any policy that provided on a "service
basis" for at least 45 days of hospitaliza-

tion would fit into the plan and could
provide any number of additional days
of hospitalization and other benefits.

NO INTERFERENCE WITH HEALTH PRACTICES

Fourth, the proposed legislation modi-
fies a number of provisions included in
the bill that I introduced last year so
as to make it clear that the proposed
program would do nothing to interfere
with medical practices and hospital op-
erations. These modifications are in

the nature of technical changes, and
their importance is that they make it

abundantly clear no one seeks Govern-
ment authority to regulate medical care.

SEPARATE TRUST FUND

Finally, the new proposal includes a
provision for a separate health insur-
ance trust fund. We have made this

change because some people were con-
cerned about the intermingling of old-

age, survivors, and disability insurance
with health insurance funds, even
though separate accounts were main-
tained. The change makes perfectly
clear that funds will not be transferable
from one program to another.

HOSPITAL STANDARDS

Some critics of the proposal make
much of the fact that hospitals would
have to meet certain health and safety
criteria in order to participate in the
program. In testifying for the hospi-
tals themselves, the representative of the
American Hospital Association told the
House Committee on Ways and Means
that the criteria are both reasonable and
necessary- If there were no criteria, the
proposed program would undermine the
health professions' continuing efforts to

raise the level of health care in our
country.

Under the amendment, the require-
ments for participation may not go be-
yond the professionally set and pro-
fessionally accepted standards estab-
lished for hospitals, except for the re-
quirement for a review committee.

The original bill clearly anticipated
heavy reliance on agencies like the Joint
Commission on the Accreditation of Hos-
pitals. Now the amendment goes so far
as to name the commission and specifi-

cally provides that, with the one excep-
tion of the review committee, a hospital
that is accredited by the joint commis-
sion would be conclusively presumed to
meet the conditions for participation in

the proposed social security health in-
surance plans. About 84 percent of the
hospital beds in the country are in hos-
pitals that are accredited by the joint
commission.
In the course of the debate on this

proposal it has not always been under-
stood that, in addition, unaccredited
hospitals could participate in the pro-
posed program. We all understand that
adherence to the accreditation standards
would unreasonably deprive the resi-
dents of some localities of protection
under the program. The junior Senator
from Vermont indicated concern that
unaccredited hospitals could not partici-
pate. This is not so. He may rest as-
sured that good smaller hospitals, for
example, could qualify under this bill

even though they do not meet accredita-
tion standards, and any good skilled

nursing facility has the backing of the
American Hospital Association in seek-
ing affiliation with a hospital and has 2
years to do so. Thus, nursing facilities

that wish to qualify and offer skilled

service under quality conditions could
also participate.

If the proposed health insurance plan
were to operate without placing condi-
tions on participation by providers of
health services, the health insurance
payments that would be made could
damage the continuing efforts of the
health professions to improve the qual-
ity of hospital care available throughout
the country. Even more significant is

the need for quality protection in the
case of nursing homes. It would be re-
grettable if payment were to be made
for health care in institutions whose en-
vironment is truly a threat to the lives

of their patients.

Madam President, about 75 percent of

the so-called nursing-home beds in

Oklahoma, to take one State as an ex-
ample, are in homes not having a li-

censed practical nurse or a registered

nurse. The patients in those homes
came from hospitals while they were
still under a doctor's care. Yet they had
been admitted to nursing homes which
had neither a practical nurse nor a
registered nurse. Only about 5 percent
of the beds are in nursing homes which
have registered nurses. These are not
nursing home benefits which would go
along with medical care.

DRUGS COVERED

The amendment we are offering makes
a technical change that would make
doubly sure that the measure would not
discourage the use of any drugs of thera-
peutic value. Under S. 909 hospital pay-
ments would have been made for any
drug or biological that is listed on any
one of the three major U.S. drug listings

that have been developed by the drug
industry and the medical profession.

Even though these drug listings are en-
tirely under the control of the medical
profession, and new drugs of therapeutic
value can be added to the listings at will,

some have feared that reliance on this
compendia would restrict physicians.
The proposed amendment will clear up
this matter by providing that payment
could be made under the proposed pro-
gram for any drug not listed on one of

the professional drug listings if the drug
is acceptable to the drug or pharmacy
committee of the hospital in which the
drug is used.

FREEDOM OF CHOICE

The fears that the proposed health
insurance program would deny patients
freedom of choice are groundless. In
fact, freedom of choice would be made
more meaningful than it now is because
a very substantial economic barrier to
the exercise of this freedom would be
removed. Thus, I can agree, to a point,
with those who say that there would be
some increase in utilization under the
health insurance proposal. More older
people would use hospitals because the
proposed legislation would put them in
the same position—except for having to
pay the deductible—as people with Blue
Cross. The program would help meet
some of the needs of the aged whose low
income now keeps them from obtaining
the hospital care their physicians would
like to see them get. It seems reasonable
for the aged to be in an equally good
financial position as the young in seek-
ing hospital care.

UTILIZATION OF SERVICES

But there is no basis for believing that
hospitals will be overwhelmed by older
patients as some critics of the proposal
have contended. While older people
could be expected to use somewhat more
of the total hospital days in the United
States than the one-fifth they now use,
an increase of even 25 percent, which
would be as high as we could expect,
would amount to only a 5-percent in-
crease in total usage. In this connec-
tion it should be remembered that on
an average day only about 75 percent of
hospital beds in the United States are
occupied.
Nor do I hold any brief for the argu-

ment that says that the elderly and their
physicians cannot be trusted with health
insurance and that enactment of the
proposal will lead to unnecessary hos-
pital admissions and overstays. May I
point out that the proposed program
would take more precautions against
payment for unnecessary services than
most voluntary plans. The proposed
amendment provides that before any
services may be paid for, the attending
physician must certify, and at certain
times recertify, that services are re-
quired for medical treatment or diagno-
sis. Also, the participating institution
would have a self-governing utilization
review mechanism that would check on
the need for hospital admissions, dura-
tion of stay, and services furnished.

The third safeguard is built into the
program in the types of services covered.
Protection is provided against the costs
of hospital outpatient diagnostic studies,
care in hospital-affiliated skilled nursing
homes, and home health services so as to
avoid financial incentives that are prom-
inent in other health insurance plans
that encourage beneficiaries to unneces-
sarily use higher cost services when the
lower cost services suffice.

Some persons, of course, view the re-
quirement for deductibles as a fourth
safeguard against overutilization.
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CERTAIN OBJECTIONS THAT HAVE BEEN RAISED

During the course of the debate on
this proposal a number of charges have
been made against the plan.

NOT SOCIALIZED MEDICINE

We still hear the charge that enact-
ment of this proposal might lead to a
program of socialized medicine. This
charge has no more validity now than
when it was used by some to try to de-
feat the measure that provided disabil-

ity insurance benefits under social se-
curity in 1956. As the former Secretary
of Health, Education, and Welfare under
the Eisenhower administration, Arthur
Flemming, said recently, the socialized
medicine charge is nonsense. Under the
amendment the Government would as-
sume no responsibility for providing
medical services, but would only help
older people finance the costs of
their most burdensome health expenses
through a program of basic health insur-
ance. Aside from the difference in the
method of collecting contributions and
the fact that the proposed insurance is

only for the elderly, what is proposed
is very much like what Blue Cross has
been doing for years—paying hospital
bills without meddling in hospital oper-
ations. Furthermore, the amendment
provides specific guarantees that the
Government will in no way control, reg-
ulate, or interfere with the practice of
medicine.
The proposed health insurance pro-

gram is not proposed as any foot in the
door. A basic, Blue Cross-type health
protection is provided and should be
enough, because older people, relieved of
the burden of having to pay for hos-
pitalization insurance, will be able to
afford low-cost supplementary protec-
tion through private insurance that they
will need against surgical and other med-
ical costs.

Nor do I see any basis for believing
that some future Congress might some-
day stretch the proposed program to
cover the younger people of our country.
Younger people do not have the low in-
comes and expensive health needs that
characterize their elders, and it is a
practicable thing for them to protect
themselves adequately against their
health costs through the various non-
governmental insurance plans that are
available.

Madam President, I am opposed, and
I know that my colleagues are also op-
posed, to having socialized medicine in
the United States. If we provide health
insurance under social security for that
group which cannot acquire adequate
protection through the private sector,
there will be no problem that suggests
the need to take the drastic step of turn-
ing to socialized medicine. If this pro-
posal has anything to do with socialized
medicine, it represents a step away from
socialized medicine. If you pass this
measure, you are not opening the door
to socialized medicine. It is much more
likely that you will be closing the door.

Certain objections have been raised by
a few Senators which are really objec-
tions to our present social security sys-
tem. I wonder if those who have raised
these objections during this debate are

aware that they are simply repeating
timeworn arguments that have been gen-
erated and kept alive over the years by
a relatively small group that opposes our
social security system and would like to

see it repealed. The old arguments that
have long since been rejected by most
Americans have been revived and, in
slightly refurbished form, are now
turned against social security as the
means of financing health insurance for

the aged.
COMPULSORY SOCIAL SECURITY TAX

Some have objected because the con-
tributions to health insurance tied in

with social security would be compulsory.
The compulsory feature of the social

security program is basic to its pur-
pose. Only through making its applica-
tion compulsory can the tax burden of
supporting the system be distributed
equitably. Only through making the
system compulsory can an unwise de-
cision in youth be kept from penalizing
the worker and his wife or widow in old

age. Only by making the system com-
pulsory can society assure itself security

against demoralization from fear of eco-
nomic hazard. Security through social

insurance consists not only of providing
protection against need as it occurs, but
also of providing assurance ahead of

time that the funds to provide planned
protection are available when needed.
Because it is compulsory, the social secu-
rity system is assured of the future
financial resources to provide benefits

adequate to the time, now and in the
future. And, of course, those who argue
against compulsion in the social secu-
rity method act as if the alternative they
propose—reliance on general revenue
financing of means test assistance—is

somehow voluntary. Voluntary for
whom? Not the taxpayer. Not the re-
cipient who has no alternative in his ex-
tremity of illness but to go to the county
hospital or wherever else the welfare de-
partment may send him.
The objection has also been made that

the social security financing mechanism
involves regressive taxation. While this

is something of a point in comparison
with Federal income tax, I doubt that
very many people would view this feature
of social security as a defect. Many
businessmen whom I know view the so-
cial security tax as a safeguard against
rash liberalizations, since the cost of
such legislation has an immediate im-
pact on workers who have to foot half
of the bill.

To labor, on the other hand, the social

security tax represents a substantial in-

vestment and they are more than will-

ing to make this investment. Labor does
not want a program for the poor that
is financed by the wealthy. Thus, we
find that the social security tax has the
wholehearted support of organized labor.
As I discussed earlier, a users' tax is fully
justified if we keep faith with the philos-
ophy and do not rule out from the bene-
fits—on some extraneous ground such
as one relating to income—those who
have paid the taxes.

I will also point out that some who
have made this argument have supported
the use of State general revenues as a

way of meeting a large part of the cost
of alternative plans. State revenues, of
course, are largely derived from the
highly regressive sales and other regres-
sive taxes; in 1958, State sales tax re-
ceipts amounted to four times the yield
from State income taxes.

AMOUNT OP THE RESERVE

Some who object to our proposal try
to imply that the money to pay benefits
might run out because the social security
program is not financed on a full reserve
basis—a requirement for private insur-
ance. Private insurance companies are,
of course, required to maintain full re-
serves because they must be prepared at
all times for the possibility that they may
go out of business. The point to keep
in mind is that the social security sys-
tem is here to stay—we do not have to
worry about its going out of business.
Social security rights are backed up by
the faith and credit of the United States.
The return for the contributions paid is

secured by the earnings of the working
people of theUnited States.
Let me read from the Finance Com-

mittee's report on the social security
amendments of 1961

:

It can reasonably be presumed that a so-
cial insurance system under Government
auspices will continue indefinitely into the
future. The test of financial soundness is

not then a question of whether there are
sufficient funds on hand to pay off all ac-
crued liabilities. Rather the test Is whether
the expected future income from taxes and
from interest on invested assets will be
sufficient to meet anticipated expenditures
for benefits and administrative costs. The
amount of "unfunded accrued liability" does
not have the same significance for a social
insurance system as it does for a plan es-
tablished under private insurance principles,
and it is quite proper to count both on re-
ceiving contributions from new entrants to
the system in the future and on paying
benefits to this group.

THE PRESENT AGED WILL NOT CONTRIBUTE
ENOUGH

The proposed health insurance pro-
gram should not be looked at solely over
the short run. We are considering per-
manent legislation here. Over the short
run it is true that some people will get
health insurance protection in spite of
not having contributed significantly to
the cost of that protection Over the
long run, though, what we will have is

a system under which current workers,
with their employers, will pay toward the
cost of their own protection—pay for it

while they are working, out of their earnr
ings, with the knowledge that the social
security taxes they pay are going to-
ward meeting the costs of the hospital
care they will need in retirement.
Our social security program for many

years has provided for full benefits to
people already advanced in years when
they were first covered. It has provided,
too, for higher benefits relative to con-
tributions for lower paid workers. The
way this is done, of course, is that the
employer's contribution is used to meet
a large part of the cost of benefits for
people who have not had an opportunity
to contribute long enough to meet the
cost of their own benefits or who, as
lower wage earners, draw weighted bene-
fits.
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So it would be under health insurance.
Employees currently working would be
paying, to provide benefits for themselves
in retirement; and part of the employer
contribution toward health insurance,
like that toward cash benefits, would
provide the benefits for those in the first

generation who cannot pay their way.
No one denies that those who are al-

ready old have not paid enough in taxes

to meet the cost of the monthly benefits

they are getting now; and those already
on the benefit rolls of course will not
have paid enough to meet the cost of

health insurance protection for them-
selves. Yet the addition to the overall

cost of the program that results from
the payment of benefits to those already
on the benefit rolls, and others who will

not have contributed substantially to the
cost of their protection, amounts to only
15 percent of the total long-range costs

of the health insurance plan.

The inclusion of benefits for the older

group, then, will in no way prevent the
younger worker from getting his money's
worth from the additional contribution
that he will pay for health insurance
protection. And if the younger worker
is getting more than his money's worth,
how can it be said that his taxes are
buying benefits for the rich, as some
have said?

CONCLUSION

I submit that the objections to health
insurance for the elderly through the
social security program do not stand up
under close inspection.
The problem that old people face in

meeting their health costs is one that
they themselves cannot handle entirely

on their own. It is a grave and urgent
problem. Private insurance alone is not
the answer. The retirement benefits

paid under social security cannot by
themselves be high enough to meet the
costs of expensive health care in old age.

Medical assistance for the aged, though
necessary as a second line of defense,
cannot do the job. The only solution,

Madam President, is to provide for meet-
ing health care costs in old age through
health insurance under the social secu-
rity program. This is abundantly clear
from the evidence that has been pre-
sented during the course of this debate
and during the extensive study that
preceded it.

The social security program offers the
only practical mechanism that would
enable the great majority of the people
of our country to provide for their
health needs in old age. Under social

security, contributions are spread over
the individual's working lifetime; they
vary with earnings levels and are shared
by employers and employees. In old age
the protection is available without fur-
ther contribution. This is what makes
the system so perfectly adapted to this
problem, which can be defined in terms
of the greatest need for health care com-
ing in retirement—just when incomes
are lowest.
The social insurance mechanism also

offers a truly conservative approach to
meeting basic costs of illness in old age.
The scope of the health insurance pro-
tection that would be provided would be
clearly defined and limited by law, the

long-run cost of the program would be
actuarially calculated, and revenue suf-
ficient to finance the program would be
provided.
The many years of exhaustive study

and discussion that have preceded our
consideration of this amendment have
clearly established the critical need for

its enactment. The facts that are
needed by Senators in order to make an
informed decision on the proposal have
been readily accessible to all of us and
I know that every Senator is familiar
with this information. As some Senators
have pointed out, a report on the meas-
ure by the Committee on Finance would
have been helpful in our deliberations,

and I regret that my many efforts to have
that committee act on the measure have
met with no success. But every Senator
also knows that the facts of the matter
would not have been changed by com-
mittee consideration. I can see no rea-

son why any Senator should be unpre-
pared to take a stand on the vital issue

that is before us.

That issue is simple and clear

:

Should the fundamental approach to

the problem of high health costs of el-

derly Americans be one that maintains
personal dignity or should it be one that
demoralizes by requiring proof of pov-
erty?
Should we prevent dependency and the

fear of dependency or should we merely
try to deal with the pathetic situations

of the elderly after they have been re-

duced to poverty?
Should we provide a way for people to

help pay their own way, with incentives

to work and save, or should we take away
these incentives by helping only those

who have little income and savings and
can meet a means test?

I have no doubt as to how these ques-
tions would be answered by the great
majority of the many millions of Amer-
icans who await our decision today for I

have no doubt how Americans feel about
their system of social security.

These are questions that transcend
party lines, and I again express my ap-
preciation to my colleagues on the other
side of the aisle who have recognized this

through their cooperation in developing
the proposal before us. The measure we
have before us is one on which there can
be agreement among all who sincerely
want to provide an effective program of
health insurance protection for the
elderly.

Let us make it abundantly clear by
our decision that we, too, reject the idea
that people who have lived all their lives

in dignity and independence should be
required to use up their savings and sub-
mit to an investigation of need before
they can get essential hospital care.

Let us choose the way that is consist-
ent with the American concept of earn-
ing security through work—the social
security way.
Mr. McNAMARA. Madam President,

I call up my amendment designated
"7-13-62—A" and ask that it be read.

Mr. JAVITS. Madam President, be-
fore that is done, will the Senator yield?
I should like to make a brief comment
on the speech of the Senator from New
Mexico.

Mr. McNAMARA. The action I have
just requested will take but a moment.
The PRESIDING OFFICER. The

amendment will be stated.
The Legislative Clerk, On page 13,

it is proposed to strike lines 13 through
25 and insert in lieu thereof the follow-
ing:

"(c) For the purposes of this section a
'benefit period' with respect to any indi-
vidual means a period of consecutive days

—

"(1) beginning with the first day (not in-
cluded in a previous benefit period) (A) on
which such individual is furnished inpatient
hospital services or skilled nursing services
and (B) which occurs in a month for which
he is entitled to health insurance benefits
under this title, and

"(2) ending with the ninetieth day there-
after on each of which he is neither an in-
patient in a hospital nor an inpatient in a
skilled nursing facility (whether or not such
ninety days are consecutive) but only if

such ninety days occur within a period
of not more than one hundred and eighty
consecutive days."

Mr. McNAMARA. Madam President,
will the distinguished Senator from New
Mexico modify his amendment by ac-
cepting mine? We have discussed this
request. He understands that my
amendment is merely technical and
would correct the wording, particularly
as it applies to the definition of "benefit
period."
Mr. ANDERSON. I am happy to ac-

cept the amendment of the Senator from
Michigan. This is another instance in
which it was thought the language was
as clear as crystal, but the Senator from
Michigan found that it was not exactly
as clear as crystal. When he looked at
it with a different pair of glasses, he re-
ceived a different impression of it. I am
happy to accept the Senator's amend-
ment and to modify my amendment
accordingly.
Mr. JAVITS. Madam President, will

the Senator from Michigan place in the
Record a memorandum of explanation
of his amendment, so that Senators who
read the Record may understand his
proposal?
Mr. McNAMARA. Madam President,

at the request of the Senator from New
York, I am very happy to submit an ex-
planation of the amendment, to be
printed at this point in the Record.
The PRESIDING OFFICER. Is there

objection?
There being no objection, the state-

ment was ordered to be printed in the
Record, as follows:

Statement by Senator McNamara
My amendment is a technical one intended

to correct wording in the definition of a
"benefit period" which would have led, I am
sure, inadvertently to results not intended
by the proponents of the Anderson amend-
ment.

Studies conducted by the Special Com-
mittee on Aging have shown us that there
is good reason to believe that many older
people, suffering from chronic diseases and
who have been hospitalized for long periods,

could be better taken care of at home at
much greater satisfaction to themselves and
at less cost to any one if they could be given
intermittent hospital care—say, for 1 or 2

days a month.
While the Anderson amendment quite

properly is designed to encourage the move-
ment of patients as quickly as possible from
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hospitals to nursing homes and then to their

own homes, the language of that amend-
ment, as it now stands, would Inflict a seri-

ous penalty on people in need of such Inter-

mittent hospitalization. It provides that
after he had received 150 units of care, a
beneficiary would never again be eligible for

any services under the bill until he had been
out of the hospital or nursing home for a
continuous period of 90 days. That could

mean that some individuals might receive

only one period of benefits throughout their

entire retirement lives.

My amendment simply provides that a
beneficiary will be entitled to begin a new
benefit period after he has been out of the

hospital and nursing home for a total of 90

days in a 6-month period. The 90 days
would not have to be consecutive. In other

words, Mr. President, the older person who
did require brief periods of intermittent
hospitalization could receive it without en-

dangering his entitlement to future benefits.

I am advised that the Department's ex-

perts have agreed that acceptance of my
amendment will have an altogether negli-

gible affect on the costs of the program.
I hope the distinguished Senator from New

Mexico will accept my amendment.

Mr. JAVITS. Madam President, will

the Senator from New Mexico yield to

me?
Mr. ANDERSON. I am glad to yield

to the Senator from New York.
Mr. JAVITS. First, I wish to express

my pleasure at the association which I

and other Senators have had with the
Senator from New Mexico.,

But, more important, two words used
by the Senator from New Mexico are

critically important. Tomorrow—as-

suming that I then have an opportunity

to speak—I shall endeavor to develop
some points in regard to what I under-
stand was a very forceful and typically

able speech made by the Senator from
Oklahoma [Mr. Kerr]. But I should
like to comment now on two words the
Senator from New Mexico used. One
is the word "conservative"; the other is

the word "developed." I think those two
words are rather key words in connec-
tion with my own feelings and, I believe,

also the feelings of other Senators who
recently have come to favor this way of

meeting the problem of medical care for

the aged. It is true that when a pro-
gram is begun, obviously it must be fi-

nanced in the beginning, just as a rail-

road train must get underway slowly.

I believe that would be accomplished un-
der this bill with a minimum of effort,

under the circumstances, especially in

view of the urgency of the need and the
necessity of making a beginning.
What has impressed me particularly

is that this method provides for pay-as-
you-go financing, especially since those
who have this need give every evidence
of willingness to pay for the assistance.
Prom a conservative point of view, since
this plan would take care of about four-
fifths of the estimated cost for the first

year—that is, the social security pay-
ments themselves—it is a more conserva-
tive approach than the general revenue
plan which I and other Senators pro-
posed, especially since I am convinced
that those who 'would pay—those at the
lower income scale—are willing and
anxious to do so, for reasons which we
have discussed many times.
The Senator from New Mexico also

made the point about the development

which has occurred. This has been an
extraordinary development. I under-
stand that the Senator from Oklahoma
spoke of it very feelingly. As I have said,

I hope tomorrow to make some remarks
on that subject.
This measure has been developed in a

very effective way; and I wish to em-
phasize that point in the Record to be
read by Senators who tomorrow will par-
ticipate in the forthcoming all-important
vote. This measure has been developed

;

and now, instead of providing a ceiling,

as the King-Anderson approach did, this

measure provides a plan which is a floor,

so that private enterprises and coopera-
tive enterprises in the United States
which wish to do so can participate.

This is the traditional American way,
and this development has been extremely
and critically important.
Again I wish to express the gratifica-

tion which I feel for the openness of
mind on the part of the Senator from
New Mexico in connection with the ef-

forts he has made to bring the measure
to this pass, and also for the develop-
ment in connection with the coverage.
We fought for universal coverage ; and I

am happy to say that we were success-
ful. But we did not contemplate the
plan which now is included in the bill,

which gradually will implement those
who are to be covered into the social se-
curity system. I consider this to be a
really brilliant concept, aiding the legis-

lation a great deal and doing it a great
deal of good, and putting it on a solid

and orderly basis, from which it will

prosper.
I wish to add these few words in re-

gard to the distinguished Senator from
New Mexico, who has fought so manfully
for this matter from its very beginning.
The measure now is conservative as

regards its financing. Second, it has de-
veloped from being a ceiling into being
a floor, which is very much germane to
the American way and to the capabilities

which inhere for its development and its

improvement.
I congratulate the Senator from New

Mexico on his usually thorough and ex-
tremely able statement; and I express
my pleasure at being associated with him
in this effort.

I hope all Senators realize the serious-
ness of the vote which will be taken to-
morrow. Let Senators understand that
the vote tomorrow will be the payoff vote.

This program will be dead, in my opin-
ion—whether for this session, or perhaps
even beyond that—unless tomorrow the
motion to lay on the table is rejected.
All of us realize that that will be the
rJayoff vote as regards medical care for
our older citizens. So I hope all Sena-
tors will read very closely the arguments
which have been made on both sides.

Mr. ANDERSON. Madam President,
I thank the Senator from New York, par-
ticularly for the kind words he has many
times spoken.

A moment ago the Senator from New
York spoke of the mechanism by which
the inclusion of these additional persons
would be financed. If those on the other
side of the aisle had not insisted that
that was the right thing to do, our group
would never have started to look for a

way to do it. However, Senators on the
other side of the aisle constantly re-
quested that we consider this question
very carefully and try to And whether
there was a way to do it; and those re-
quests led us to spend many hours on
that subject.
The other day it was stated on the

floor that this measure was casually
drawn; at another time, it was said that
the measure was carelessly drawn. But,
Madam President, this legislation has
not been carelessly conceived. It repre-
sents a great many hours of work

—

more hours than I like to remember

—

in trying to bring out a bill which is

sound, sensible, and workable.
Furthermore, the point the Senator

from New York has mentioned is an ex-
ample of what can be achieved by coop-
eration, until an amalgam of ideas is

achieved. If the group of Senators on
the other side of the aisle had not said,

"We think this can be done; find a way
to do it," we would not have done what
we did; but their frequently repeated
request led us to continue our studies,

day by day and week by week, until we
found the solution which the Senator
from New York finds satisfactory.
Mr. KEATING. Madam President,

will the Senator from New Mexico yield

to me?
Mr. ANDERSON. I am happy to yield

to the junior Senator from New York,
who also has made great contributions.
Mr. KEATING. Madam President, I

also wish to commend the Senator from
New Mexico for the fine presentation he
has made. I emphasize one point which
was made by my colleague [Mr. Javits] ;

namely, the significance of the vote to
lay on the table, which will be taken to-
morrow. In the corridors there has been
much loose talk to the effect that "if I
vote in favor of the motion to lay the
bill on the table, I will not be voting on
the merits of this proposal; I will only
be voting that it should not be attached
to this particular bill." But, Madam
President, the answer to that is the reso-
lution the Senator from New Mexico has
submitted, which I think should be acted
upon promptly; namely, the resolution
to extend for 60 days the provisions of
the Public Welfare Act. The vote on
the motion to lay on the table will be a
vote on the merits of health care for the
aged; and there is no getting around it.

Let there be no doubt about it. Let no
Senator who favors a bill of this kind
feel that he is assuaging his conscience
when he says, "I will vote for the motion
to lay the bill on the table at this time,
because this is not the appropriate time
to bring it up." That argument has
been spoken of in some quarters as "hog-
wash," although I am not sure whether
this is an appropriate word to use in this
Chamber.
Mr. DWORSHAK. Madam President,

will the Senator from New Mexico yield?
Mr. ANDERSON. I shall yield in a

moment.
I hope that even Senators who might

have some objection to the bill,will vote,
tomorrow, against the motion to lay on
the table, because the Senate should
reach a decision on this question, so that
the people can decide what the House
Ways and Means Committee may do.
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Therefore, I think it very important that

the motion to lay on the table be rejected,

so that we may make certain that a final

vote on this question will be taken and
a final decision on it may be reached.

I hope that Senators who might be

opposed to this measure will neverthe-
less vote against the'motion to lay on the

table, so that at this time we may come
to a decision.

I now yield to the Senator from Idaho.

Mr. DWORSHAK. Madam President,

with much trepidation I rise to question

whether the two distinguished Senators
from New York have a right to impugn
the motive of any Senator who does not

agree with them on the problem of cast-

ing a vote on this very important issue

in a crucial political year.

Madam President, every Senator knows
that the House Ways and Means Com-
mittee does not propose to make a re-

port on the proposed legislation in the

near future; and I, as a Member of this

body, regret very much that we are not
following regular procedure by having
a committee of the Senate give meticu-
lous and careful consideration to legisla-

tion which has such great importance to

the economic welfare of our country.

Mr. JAVITS and Mr. KEATING ad-
dressed the Chair.

Mr. ANDERSON. I will yield to

either or both Senators.

Mr. JAVITS. Madam President, I

was not impugning the motives either of

the Senator from Idaho or of any other
Senator. Any Senator who sincerely be-

lieves he is against this legislation has
every reason to vote against it if that is

the way he feels. If a Senator is against
the legislation, that is one thing; but if

he intends to vote against it, because, as

my colleague from New York [Mr. Keat-
ing] has said, of the way it has been
brought before the Senate, that is an-
other way of saying that the Senator
is against it. The country will under-
stand that this is a vote for or against,

and not a question of procedure.

That is what I was trying to say, and
I was not trying to impugn the motives
of any Senator.

Finally, as to the point about the Ways
and Means Committee of the House, for
which I have great respect, I served, in

the House, as did other Senators. When
the House wants to do something, it will

do it. I sat in the Chamber in 1948 and
I watched colleagues vote for the
Marshall plan who, a few weeks before,
had said they would rather jump out of

a 10-story window than vote for it if it

were called up; but when it came before
them, they voted for it, because their

people insisted on it. The same is true
in this case. I have no doubt that if

constituents want it, it will be voted for.

It may not necessarily come out of the
House Ways and Means Committee, but
there are ways to have it considered by
the House, whether by discharge petition,

going to conference, suspending the rules
and getting a two-thirds vote, or some
other way of getting it before the House,
if there is a real demand that it be done.
There will be no such demand, and it

therefore will not get anywhere; unless
the tabling motion is defeated tomorrow
and the Anderson amendment is there-
after adopted.

Mr. KEATING. Madam President,
will the Senator yield?
Mr. ANDERSON. I yield.

Mr. KEATING. I want my dis-

tinguished friend from Idaho to know
that nothing I said was intended to im-
pugn his motives or those of any other
Senator. We assume that the motives
of all Members of this body are of the
purest. That is the custom, and that is

the assumption I am happy to make. If

there was anything in my remarks which
was felt to impugn the motives of my
good friend from Idaho, I deeply regret

it.

Mr. ANDERSON. Madam President,

I understand the Senator from Delaware
and the Senator from Minnesota wish to

obtain the floor in their own right, and
I therefore yield the floor.

PUBLIC WELFARE AMENDMENTS OF
1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
Mr. MORSE. Madam President. I

send an amendment to the desk, and ask
for its immediate consideration.

It will not be necessary to read the
amendment, but I shall explain it.

The amendment offered by Mr. Morse
is as follows

:

On page 11, strike out lines 12 through 16.

On page 11, line 17, strike out "(2)" and
insert in lieu thereof "Sec. 1704. (a)".
On page 12, line 7, strike out "ninety

days" and insert in lieu thereof "forty-five
days".
On page 12, line 15, strike out "one hun-

dred and fifty units of service" and insert in
lieu thereof "one hundred and five units of
service".

On page 12, line 23, strike out "ninety
days" and insert in lieu thereof "forty-five
days".

On page 32, strike out everything begin-
ning with the last word on line 25 and down
to and including the word "and" on line 5 on
page 33.

In section 1716 of the Social Security Act.
as added by the Anderson amendment (6-
29-62—A), and further modified on July 12,

1962, strike out subparagraphs (A) and (B)
of subsection (c) (2) and insert in lieu
thereof:

"(A) inpatient hospital services, with no
more restrictive limitations than are ap-
plicable in the case of inpatient hospital
services which constitute reimbursable
health services, or

"(B) in the case of a plan meeting the
requirements of clause (A), (B) , (C), or
(D) of paragraph (5), inpatient .hospital
services to the extent provided in subpara-
graph (A) of this paragraph, except that
the plan may provide that payment for

such services during any benefit period shall

be reduced by a deduction (or that a charge
for such services will be made) , but not in
excess of $20, or if greater, $10 multiplied by
the number of days, not exceeding nine, for
which the individual received such services
in s\ich period, and then only if the limita-
tion on the number of days for which such
services will be provided without other
charges, or for which payment will otherwise
be made with respect to such services, is

increased to at least ninety days."
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In such section 1716 In the Anderson
amendment as so modified, strike out sub-
paragraph (B) of subsection (c) (3) and In-

sert In lieu thereof:

"(B) in the case of a plan meeting the
requirements of clause (A), (B), (C), or

(D) of paragraph (5), such reimbursable
health services, except that the plan may pro-

vide that payment for such services during
any benefit period shall be reduced by a de-
duction (or that a charge for such services

will be made) , but not in excess of $20, or

if greater, $10 multiplied by the number of

days, not exceeding 9, for which the in-

dividual received such services in such period,

and then only if the limitation on the num-
ber of days with respect to inpatient hospital

services is increased' from the number
specified in section 1704(b) (1) to at least 90

days."
In such section 1716 in the Anderson

amendment as so modified, strike out para-
graph (2) of subsection (f) and insert in

lieu thereof the following:
"(2) In the case of a plan to which sub-

paragraph (B) of subsection (c) (3) is ap-
plicable the limitations and conditions of

payment for reimbursable health services

under the preceding sections of this title

shall be modified

—

"(A) by application of a deductible
amount of $20 or, if greater, $10 multiplied by
the number of days, not exceeding nine, for

which the individual received impatient hos-
pital services during a benefit period and sub-
stitution of a ninety-day limitation of the
number of such days during a benefit period

for the forty-fve-day limitation in section

1704(b); and
"(B) the substitution of a limitation of

150 units for the one-hundred-five-unit
limitation in such section 1704(b) ; and in

such case, the provisions of section 1710(a)
shall not prevent a provider of services from
imposing a charge equal to the amount of

such deductible with respect to inpatient
hospital services, but such charge may not
exceed the amount customarily charged for

such services."

Mr. MORSE. Madam President,

when I finish my speech, I shall with-
draw my amendment. I shall not yield

until I complete my statement.
How much time have I on my

amendment?
The PRESIDING OFFICER. Thirty

minutes.
Mr. MORSE. I yield myself such

time as I may need within the 30
minutes.
Madam President, my amendment

would simply strike from the proposal
before us the provision which would re-
quire a beneficiary to pay from his own
funds at the time of his illness a part of
the hospital bill.

As I have revised it since first intro-
ducing it on Friday, it also reduces the
number of days of hospital coverage to
45 days.
These so-called deductibles are set

forth on page 11 of the Anderson amend-
ment and call for a payment by the pa-
tient of from $20 to $90 for inpatient care
and of $20 for a series of diagnostic
tests.

It is my contention that such deduct-
ible charges do not belong in this bill.

It could well be contended that deduct-
ibles, which serve to deter the poorer
patient from getting care as soon as he
needs it, do not belong in any prepaid
health insurance plan.

Least of all, in my opinion, do they
belong in a soundly conceived social
security program.

Let us consider for a moment the reas-

ons given for having these deductibles.

Usually they are two. One is to

prevent abuse of the plan, to stop over-

hospitalization or unnecessary hospital-

ization by making the patient pay
something for each use of service. The
second argument is that deductibles re-

duce the cost of the plan; that to drop
them will require an increase in con-
tributions.

It is my belief that these arguments
are not tenable insofar as this program
is concerned.
Let us look first at the argument that

a deductible is needed to prevent un-
necessary hospitalization. Of course, it

may prevent hospitalization. The sick
person who does not have the $90 will be
prevented from going to the hospital
But will it be "unnecessary hospitaliza-
tion" that is thus prevented, Madam
President? Who knows? The man with
the $90 can get in—regardless of his need
for care, if this L, our only- protection.
The man without the money cannot get
in no matter how great his need. And
this, Madam President, would completely
frustrate one of the basic purposes of
the measure—to assure our older people
that they need not worry about the costs
of necessary hospitalization.

Of course, we need to devise protections
against unnecessary hospitalization

—

protective devices aimed not at the pa-
tient, who cannot say when or for how
long he is to be hospitalized, but at the
doctor, who does make that determina-
tion.

This the Anderson amendments do

—

admirably. Following the recommenda-
tions of the American Hospital Associa-
tion and of the Blue Cross, the proposal
requires that all hospitalization be re-
viewed and approved by doctors under
the hospitalization review plan stipu-
lated on page 16—line 11—and spelled
out in detail on page 20 of the Anderson
amendments. This gives us all the pro-
tection we need and gives it in the only
form I find acceptable. It prevents un-
necessary hospitalization. It does not
unfairly penalize any beneficiary as
would a deductible.
Madam President, this question of the

use of a cash deductible to prevent un-
necessary utilization of hospital benefits
is, unfortunately, little understood. Far
too often people, including Members of
the Congress, have been lead to equate
it with the deductible provisions of au-
tomobile collision insurance. The de-
ductible has worked well in that field.

If they are to pay part of the cost, people
do think twice before sending the car
to a garage to have a dent hammered
out of the fender. That is fine. But the
question of whether or not the car should
be hospitalized for repairs is hardly the
same as the one posed when a doctor says
that a person or his wife should enter
the hospital for a lifesaving operation.

I point out that a person can get
automobile insurance without a deduc-
tible provision, if he wishes to pay the
premium. The deductible provision is

offered as a part of the sales talk on
the part of the insurance salesman, in
order to reduce the premium. Of course,
the insurance companies know that in
the long run this will save money for

them, or they would not offer the option
or choice on the part of the insured.

It seems to me it is a false analogy to
argue that because in the automobile in-

surance practice there is a deductible
provision, therefore there should be a
deductible provision in regard to hospi-
talization for a human being who is sick

and may need hospitalization.

A person does not ask himself then,
"Should I lay out the $90 deductible?"
He asks only, "Do I have the $90?"
Herein lies the great difference. Here
we are dealing not with things, but with
living, sentient human beings. And
here what is done should depend not on
what the dollars say but on what the
doctors say.
This latter point, Madam President,

was well explained in the report on the
operations of the Kerr-Mills Act issued
from the Special Committee on Aging.
That report said, in part:

The use of deductible provisions often
functions to deter necessary care as opposed
to unnecessary care. When limited resources
are available for basic necessities such as
food, clothing, and shelter, the eligible ageii

individual would tend to postpone necessary
medical care in order to apply the $25, $50, or
$100 toward those other necessities. Such
effect does not encourage the early and
timely care that prevents and minimizes
serious illness, ^gbe problem thus becomes
one not of overutilization of services but
rather one of underutilization.

The basic answer to controlling unneces-
sary usage of services is not the imposition
of fiscal controls upon the medically in-
digent which force the individual to judge
the necessity and urgency of care in rela-
tion to his financial situation. The answer
lies in the use of medical controls whereby
the aged person's physician and the phy-
sicians who comprise medical review boards
are responsible for the decisions as to the
necessity, appropriateness, and duration of

medical care.

It is on the personal physician of the
individual that we must place first reliance
for seeing to it that a program of medical
care is not exploited. It is the physician
and only the physician who can decide
whether a patient should be hospitalized and
for how long. The problems of unnecessary
hospitalization or overly prolonged hospit-
alization, of unnecessary surgery or unduly
prolonged care are problems involving the
whole of the population and of concern to
all of our communities. Any pretense at
solving such problems by introducing a
financial control on the patient is patently
an evasion. It means simply that the vir-

tually penniless patient may be and is denied
care regardless of his medical need whereas
the patient to whom the deductible cost is

not a burden may get the care, undergo the
surgery, or occupy a badly needed hospital
bed regardless of his medical need.

Controls over these problems must be
professional, not lay; ethical, not financial.

It is not sound public policy to encourage
the medical profession to avoid this respon-
sibility by pretending to have solved the
problem through placement of a financial
barrier between the patient and the care he
may need. In fact, the deductible serves
only to bar the poorer patient. In no way
does it deter a physician from authorizing
the provision of unnecessary services for
those who can pay the deductible charges,
for whatever services the physician may be
willing to let the patient believe he needs,
or for services which the physician believes

are not needed but which he will counte-
nance. Such actions in effect constitute the
perpetration of a fraud on the medical care
fund. This behavior cannot be justified
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simply because he or his patient find it more
convenient or because the physician is

afraid of losing his patient to another more
complacent, less ethical physician.

We repeat: The prevention of overutiliza-

tion or exploitation of a medical care pro-

gram—whether it be Kerr-Mills, Blue Cross,

commercial insurance or the Veterans' Ad-
ministration program—is a responsibility

first of the individual doctor and secondly,

of the medical profession. Concern is often

expressed over the possibility that individual

physicians will succumb to the temptation

of hospitalizing people unnecessarily for the

convenience of the physician or patient. It

is on the physician's colleagues, functioning

on medical review boards, that we must rely

for the imposition of proper and effective

disciplinary controls over the presumably
few malefactors or irresponsible people in

the profession. Any suggestion that a de-

ductible, a financial bar to utilization of

services, solves this problem of medical ethics

is sheer nonsense.

As that report also points out, both

the American Hospital Association and
Blue Cross have urged hospitals to estab-

lish review boards. The desirability of

such committees is virtually self-evident.

Doctors—not dollars—should determine

the appropriateness and extent of hos-

pital care.

The committee's report is, I believe, a

complete and irrefutable answer to the

claim that we must have a deductible

in order to prevent unnecessary or over-

extended hospitalization.

On the second claim—that abolishing

the deduction would increase the cost

—

I point out that reducing the hospital

days to 45 will bring us out at just about
the same cost. Actuarial experts tell

me that 90 days with a $90 deductible

costs just about the same as 45 days with
no deduction.
We have contended, quite rightly, that

the passage of this proposed legislation

will greatly stimulate the sale of private

health insurance because it will take
care of that part of the health costs of

older people which is hardest to meet

—

hospitalization. With the basic hospital

costs taken care of, the insurance com-
panies will be able to offer supplemen-
tary policies at premiums which most
of our older people will be able to afford.

With the amendment, we would render
it unnecessary for our older people to

have to "stash away" $90 apiece for pos-
sible inpatient hospital care. If my
amendment were adopted, the single

beneficiary would be able to use his $90
and the elderly couple its $180 to buy
supplemental health insurance, most
likely to cover doctors' bills.

I point out also that the 45 days' cover-
age of the amendment would take care
of 93.5 percent of all hospital stays by
persons 65 and over. Figures furnished
me by the Special Committee on Aging
show that only 6.5 percent of these peo-
ple remain in a hospital more than 45

days.

That is the thesis in this whole argu-
ment with regard to a 90-day provision

and the $90 deductible. It has resulted

in giving a false impression to the Amer-
ican people that hospitalization of the
older people lasts for a longer period
than 45 days. That does not happen to

be the case. Hospital stays for this age
group are longer than for any other but
very few last as long as 90 days.

I wish to read this vital statistic again,

because I think it drives a large hole

through the argument of those who sup-
port the deductible provision.

To repeat, the 45 days' coverage of the
amendment would take care of 93.5 per-
cent of all hospital stays by persons 65

and over. Figures furnished me by the
Special Committee on Aging show that
only 6.5 percent of these people remain
in a hospital more than 45 days. Since
the bill as now written also gives them
additional coverage for stays in a nurs-
ing home or for nursing care in their

own homes, I expect that the 45-day
coverage would in practice prove to be
entirely ample.

Let me add that I think the work of

the Senator from New Mexico [Mr. An-
derson] and Senator from New York
[Mr. Javits] has been outstanding in

preparing the Anderson-Javits amend-
ment. I know how difficult it has been
to reach agreement on the complexities
of this subject.

I am especially gratified that provi-

sion has been made for the. 2 l
/z million

or 3 million people, as some estimates
have it, who are already 65 or over and
are not covered either by social security

or railroad retirement.
The sections dealing with administra-

tion of the program also impress me as
being very sound.
This deductible feature, however, dis-

tresses me, and as a cosponsor of the
King-Anderson and Anderson-Javits
amendments, I feel that I have an obli-

gation to improve the proposal as much
as possible.

Undoubtedly, what I am proposing to-

day is a perfecting amendment. It does
not pertain to the basic principle of this

whole issue, which is that medical care
for the elderly be established as a part
of social insurance. I am very anxious
that we remove the heavy dependence of

the elderly upon charity either from
their relatives or from the public for

adequate medical care. That situation

is a disgrace to our Nation. All that has
been said in this debate about advances
in private insurance and the Kerr-Mills
program does not change the fact that
neither of these methods has changed
this dependence upon charity by a very
large percentage of the elderly.

It has seemed rather unique to me
that the basic position of the American
Medical Association—and it has been
echoed by opponents of the Anderson-
Javits amendment—has been that a
means test of some kind must remain a
requirement of any public medical plan.

We have heard this proposal denounced
for many days because it is not based on
so-called need.
The AMA is the last organization in

the world that should be insisting upon
an investigation of each individual's in-

come and sources of support before that
individual may take part in any govern-
mental medical care system.

I wonder what the reaction of the
association would be if it were suggested
that every doctor undergo a means test

before his bills were paid under Kerr-
Mills.

The group of doctors for which the
AMA apparently speaks are the loudest
in their condemnation of any invasion

of privacy, either then* own or of what
they call the doctor-patient relationship.
But they insist that the privacy of the
elderly be invaded when it comes to
medical care.

The social security approach to the
income problems of retirement has
proved workable and successful. It per-
mits minimum care for all on the same
basis as any insurance program. Of
course, that means that not everyone
will pay in the same amount and not
every one will use the same benefits, but
that is true of any insurance-type pro-
gram.

I think the time is long past when we
should put minimum health needs on the
same basis.

It is for this reason that I have de-
cided not to press my amendment today.
The Anderson-Javits amendment as it

now stands is a great forward step. I
know that it is understood by millions
of supporters throughout the country to
provide 90 days of hospital coverage,
with $90 deductible, and I can understand
that to change that coverage on the Sen-
ate floor, even when it does not affect the
total cost of the program, would cause
considerable confusion among its sup-
porters. So having pointed out some de-
fects in this particular provision of the
bill, I shall at the close of my speech
withdraw the amendment.

It is my hope and expectation that the
Anderson-Javits amendment will not
only be passed by the Senate but by the
House of Representatives. Once we have
established this principle involved in the
Anderson-Javits measure, then we can
proceed with perfecting it along the lines

I have been discussing.

I wish the record to show that I shall
discuss the subject before the Senate in
the future, because, in my judgment, the
Senate is about to pass a measure that
will need great improvement in regard
to the deductible feature.

I am a realist with respect to the legis-

lative process. I know how important
it is though our votes tomorrow and
in our subsequent votes on the measure,
to place on the statute books for the first

time the vitally important principle of
medical care for the aged under a social

security system. Being a realist, I am
aware of the fact that pressing my
amendment in regard to deductibility
might afford an abili, a rationalization
or an excuse for some Senators to vote
against the Anderson-Javits amendment
because of the Morse amendment on de-
ductibility. I have no intention of
jeopardizing and endangering the pas-
sage of the Anderson-Javits amendment,
which I was proud to cosponsor. But in

my judgment after the deductible fea-
tures of the Anderson-Javits amend-
ment have become understood in our
country, there will be an insistent de-
mand on the part of public opinion to
eliminate the deductible feature from
the law because, in my judgment, it is

unsound, unwise, and unnecessary.
I have made these arguments today in

support of the principle because I know
that in due course of time the Morse
amendment, which seeks to eradicate de-
ductibility under the Anderson-Javits
amendment, will undoubtedly become
the law of our land.



1962 CONGRESSIONAL RECORD— SENATE 12731

With those arguments In support of

my amendment, I now withdraw my
amendment.
The PRESIDING OFFICER. The

amendment of the Senator from Oregon
is withdrawn.
Mr. ANDERSON. Madam President,

will the Senator yield?

Mr. MORSE. I yield.

Mr. ANDERSON. I appreciate the at-

titude of the Senator from Oregon very

much. I should like to remind him of

an incident that he may have forgotten.

In 1956 a question arose with respect to

disability. The Finance Committee
wrote into the measure at that time an
age limit. The Senator from Oregon
took the position that the age limit was
not necessary. We voted him down. We
were experimenting. We were impro-
vising as we went along.

Four years later we discovered that his

original proposal was correct. We made
the necessary change. Perhaps that will

be the process in respect to his amend-
ment. I very much appreciate the at-

titude he has taken.

Mr. MORSE. Madam President, I

appreciate very much the comment of

the Senator from New Mexico. As I said

in my earlier remarks, I congratulate the

Senator from New Mexico [Mr. Ander-
son] and the Senator from New York
[Mr, Javits] for the great contribution

they have made to the legislative process

by way of the Anderson-Javits amend-
ment. I go along with them all the

way. I have taken the exception I have
noted with regard to their amendment.
Only time will prove who is correct. I

am satisfied that the important thing is

to get the principle of a health program
under social security into operation. We
can perfect the measure at a later date.

Mr. JAVITS. Madam President, will

the Senator yield?

Mr. MORSE. I yield to the Senator
from New York.
Mr. JAVITS. I should like to express

my appreciation to the Senator from
Oregon, whose customary understanding
of the legislative process is simplifying

and, in my opinion, preserving the ex-

pectations which we have with respect to

the action of the Senate tomorrow. It

is quite typical of him. But these things

can never be taken for granted. I join

with the Senator from New Mexico [Mr.

Anderson] in expressing not alone our
own appreciation, but also what I think

is the appreciation of all Senators who
support the present effort for what the
Senator from Oregon has done to help

the program very materially.

Mr. MORSE. I thank the Senator
from New York.

I ask unanimous consent that a state-

ment I have prepared in answer to the
speech made by the Senator from Con-
necticut [Mr. Bush], containing a reply

to questions which I raised earlier in a
speech in the Senate in connection with
the amendment, be printed at this point

in the Record.
There being no objection, the state-

ment was ordered to be printed in the
Record, as follows:

Statement by Senator Morse
In his floor speech on July 13 the very

able and distinguished senior Senator from

Connecticut assembled some excellent an-
swers to the objections I had raised earlier

to his amendment. In large part, however,
his answers rest on faith that the Insurance
industry will rise above profits to provide
health insurance suited to the needs of the
aged at prices they can afford to pay with tha
help of the $9 payment from the trust fund.

I regret that I do not share his faith, and
I therefore find his answers less than pur-
suaslve.
While I do not wish to belabor our debate,

there are several points—based on facts
rather than hopes—which I would like to
get on record because they may well recur
in the days ahead.

Proposals like that sponsored by the Sena-
tor from Connecticut are—on their face

—

either underfinanced or based on the recog-
nition that private insurance carriers will

reject many older people.
In his floor speech, my friend and colleague

said: "I estimate there will be about 12 mil-
lion persons eligible under the social security
system who would be eligible for these bene-
fits. We divide that number into $1.2 bil-

lion and arrive at the gost of approximately
$100 a year."

Also in the explanatory memorandum ac-
companying his amendment, he had stated:
"The eligible population which, it is esti-

mated, will take advantage of this program
will be 12,200,000 in 1962; 15,100,000 in 1970,
and 20,000,000 in 1980."

With reference to the estimate of 12.2 mil-
lion in 1963, it should be pointed out that
there will be at that time about 14V4 million
persons who would meet the basic eligibility

qualifications of the Bush bill—who would
be 65 or older and eligible for social security
or railroad retirement benefits.

I would think that everyone who is eli-

gible would be quick to accept the offer of
$108 toward the purchase of health insur-
ance. Why, then, did my friend from Con-
necticut estimate that only 12.2 million will

take advantage of this program? Is it pos-
sible that he contemplated that the other 2y3
million will be rejected by insurance car-
riers?

Could this be what is meant by not tak-
ing advantage of the proposal?
And what about his estimate of 15.1 mil-

lion in 1970 when more than 17 million peo-
ple over 65 will be eligible for OASI alone
and possibly another half million as railroad
retirement beneficiaries?
How in good conscience can the other 2Y2

million be denied health benefits after they
have paid the increase in payroll taxes which
is specifically for the health benefits?

If the discrepancy in the figures cannot
be charged up to the unwillingness of insur-
ance carriers to underwrite the risk, one
would expect virtually all the eligible group
to take advantage of the program. In this

case, the costs would be much greater than
anticipated and the program would be se-

riously underfinanced.
While stressing the point that costs are un-

predictable for the service benefits proposed
in the Anderson amendment, the Senator
from Connecticut nevertheless recognizes
that the $9 monthly which he proposes
might turn out to be too little for those who
take advantage of this payment. He states:

"Additionally, the allegation that a $9
payment may be worthless 10 or 20 years
from now is specious. It applies equally to
the existing social security system. If liv-

ing costs rise, it may be assumed that exist-

ing social security benefits will be periodi-

cally adjusted by the Congress. If health
care costs rise, "payments under the Bush
amendment would also be periodically ad-
justed."
In reference to the foregoing statement

that the passage of years can erode the value
of a cash benefit, I might point out that
there is an essential difference between the
cash retirement benefits paid under the

social security system and the proposed cash
indemnity for health costs. The formula
which determines the retirement benefit is

based on earnings, which can be expected
to rise in more or lees the same manner as
prices. This Is not the case for proposed
cash benefits for health Insurance.
One final point. My first objection to the

proposal put forth by my friend from Con-
necticut was

—

"Any program that offers a fixed cash, and
perhaps worthless indemnity rather than
specified medical services cannot meet the
special problems of the aged."
In answer, he said: "My reply is that this

is an indictment of the existing social se-

curity system, which provides benefits in
cash only, leaving complete freedom to the
individual to spend the money he receives

for food, shelter, clothing, and so forth. If

this objection is valid, then the existing
system should be changed so that the Fed-
eral Government would provide all the ne-
cessities of life—house the individual in
a Federal dormitory, feed him in a com-
munal dining room, buy his clothing, and
so forth—instead of giving him cash to
spend as he chooses."
Arguments like this have appeared fre-

quently enough in the last few days that
they can no longer be ignored.
The answer is very simple and very obvi-

ous to any one who is not trying to becloud
the issue.

The problem of individual financing of
health costs is completely different from
that for such items as food and housing.
Housing and food costs recur month after

month in more or less the same amount and
can therefore be budgeted. Medical costs,

in contrast, are uneven in their incidence
and—on an individual basis—are largely

unpredictable.

The implication that the Government
proposes health insurance because it cannot
trust older people to spend their money
wisely is insulting to our aged population.
Younger people have health insurance

—

much of it financed by their employers, as a
result of collective bargaining agreements.
Yet would anyone argue that this is because
they can't be trusted to spend their wages
wisely?
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PUBLIC WELFARE AMENDMENTS
OP 1962

The Senate resumed the considera-
tion of the bill (H.R. 10606) to extend
and improve the public assistance and
child welfare services programs of the
Social Security Act, and for other
purposes.
Mr. PONG. Madam President, there

is no subject to which I have devoted
more study this year than that of the
health insurance problems of our Na-
tion's senior citizens.

For several years this has been a mat-
ter of considerable concern to me. So
much so that in 1960 I cosponsored a
voluntary health insurance program
devised by my friend and colleague, the

able and distinguished senior Senator
from New York [Mr. Javits]. In 1961,

once again it was my privilege to join

with a number of my colleagues on this

side of the aisle in an improved version

of the Javits voluntary health insurance
bill, S. 937.

Last week I joined with the distin-

guished senior Senator from Massachu-
setts [Mr. Saltonstall] and five other

of our colleagues on this side of the aisle

to offer the text of S. 937 with minor
modifications as a substitute for the
Anderson-Javits compulsory social secu-
rity amendment. Our substitute was,
however, defeated on a rollcall vote of

34 yeas to 50 nays.

I have no hesitancy in saying, in my
judgment, the approach and the benefits
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of the Saltonstall substitute and its

predecessor bills constitute the most
practical, realistic, and suitable program
yet presented. Unfortunately, however,
the Democratic presidential candidate
in I960 was committed to a social secu-

rity approach and, as President, he to-

day remains committed to that ap-
proach. With all the prestige and
power of his high position and with the

large majority his party enjoys in the

Senate, it is easy to understand why a
Republican-sponsored nonsocial security

proposal has twice gone down to defeat

in the Senate.
During the past 2 years a number of

alternative proposals for financial as-

sistance on medical costs for the .aged

have been advanced. The junior Sen-
ator from Kentucky [Mr. Morton] rec-

ommended the Federal Government
share with individuals the cost of private

insurance policies for persons age 65 and
over, with the Federal share graduating

downward according to the income taxes

paid by the individual.

The senior Senator from Connecticut
[Mr. Bush] also presented a plan pro-

viding to persons 65 or over eligible to

receive social security and railroad re-

tirement benefits a monthly cash sup-
plement up to $9 for the purchase of

voluntary health insurance.

Blue Cross and Blue Shield, private

nonprofit organizations, also came forth

with new more liberal health insurance
plans for senior citizens. Private in-

surance companies offered to those in the
65-and-over age group new policies with
added protection against the costs of

illness.

Therefore, although I was a cosponsor
of one voluntary plan, I have main-
tained an open mind on this question of

aiding the aged in need of help toward
medical expenses. I was receptive to

the advantages of the various alternative

proposals. I was also made cognizant
of the drawbacks of each—and I am sure

we all recognize each does have draw-
backs.
As I studied the question of health in-

surance for the aged, I did so having in
mind the hundreds of private health in-

surance plans in effect, having in mind
the fact that the Kerr-Mills law enacted
by Congress in 1960 which I supported
was just getting underway, and having in

mind the old-age assistance and many
State public assistance programs are al-

ready in effect.

I can honestly say I did not entertain
any preconceived prejudices against any
approach to this problem. On such a
complex matter, I felt I should suspend
final judgment until I had weighed the
available evidence. What I tried to do
as I read and examined the mass of in-
formation and the volume of correspond-
ence coming to me and the current de-
bate in the Senate was to resolve in my
own mind what is the best way to assist

our senior citizens to meet their health
and medical needs.
The revised Anderson-Javits amend-

ment has been before use only 2 weeks.
Yet it is a proposal that goes to the very
heart of our system of government and
to the relationship between the Federal
Government and the private citizen. It

is a step from which there is no turning
back. So if we err in adopting the pend-
ing Anderson plan, we shall err irrevo-

cably.
It is most unfortunate that we are

debating this far-reaching proposal
without the benefit of committee hear-
ings and without the benefit of thorough
ventilation and scrutiny by all interested
parties. Such is not the ideal way to
legislate on so important a matter.
Based on the information available to

me and upon my considered judgment
as to the consequences of the Anderson
amendment, I have decided to err on the
side of caution. I prefer to try to im-
prove and to perfect our existing system
of medical care and our existing system
of private health insurance while meet-
ing our responsibility as individuals and
our responsibility as a nation not only
to our elderly citizens but to all pur citi-

zens of whatever age who need help in
meeting medical costs.

After studying the evidence to date, I
have concluded that the compulsory so-
cial security approach is neither ade-
quate nor desirable. If the Congress
is to do anything at this session we ought
not to venture where angels fear to
tread. We ought not risk the avenue
that leads only to one destination : Gov-
ernment control of the practice of medi-
cine.

The Saltonstall substitute providing
voluntary health insurance for the aged
avoided these defects. I shall not now
repeat my entire statement favoring the
Saltonstall substitute, which can be
found on page 12466 of the Congres-
sional Record for July 12. I shall
merely restate the nine principal vir-
tues of the Saltonstall plan, which make
it preferable to the Anderson-Javits
amendment. I urge the administration
to give serious consideration to this pro-
posal which will help those who really
need help in contrast to the Anderson-
Javits plan which proposes to give as-
sistance to everybody just because some
people need it.

First. The Saltonstall plan is volun-
tary.

Second. It is practical, for it builds
upon progress already made by mutual
and private insurance organizations.

Third. It is keyed to those of the aged
who need financial assistance toward
adequate health insurance.

Fourth. It does not put undue strain
on the Federal Treasury because it pro-
vides for State sharing of the costs and
for contributions from individuals.

Fifth. It avoids Federal interference
with the practice of medicine. The
States would set up their separate pro-
grams in accord with the wishes of their
citizens, and States would have primary
supervision over the structure and ad-
ministration of the program.
Seventh. It places the burden of the

Federal cost on all American taxpayers

—

unlike the Anderson-Javits plan which
puts the burden of costs entirely on the
wage earners and employers.
Eighth. It provides benefits suited to

the special health needs of the aged:
namely, home, outpatient, and nursing
home care. It recognizes that different

individuals have different medical care
needs.
Ninth. It conforms to our traditional

American way of caring for health prob-
lems. It avoids experimentation in a
new approach which is untested and un-
tried and which is fraught with poten-
tial dangers to our customary private
doctor-patient relationship and to our
entire medical and health system, which
up to now has made tremendous progress
in the battle against disease and illness.

The Saltonstall plan I could support.
But in all good conscience, I cannot sup-
port the proposal of the junior Senator
from New Mexico [Mr. Anderson].
As it stands, its benefits are totally in-

adequate.
As it stands, it will prove very costly.

As it stands, its financing provisions
are unfair to the working men and
women and insufficient to meet the costs

that will accrue.
As it stands, it will overburden hos-

pital and other medical facilities which
are already overcrowded.
As it stands, it is a seedling program

that will rapidly grow to enormous size,

to encompass hospital and medical ex-
penses and doctors' charges for every-
one, even for those who can afford to pay
their own bills or who can afford to buy
adequate health insurance for their own
protection.

Inevitably, as I see it, 1 day, whether
we like it or not, if we inaugurate the An-
derson-Javits plan, we will find ourselves
with a system of Government-controlled
medicine, a system which history informs
us is vastly inferior to our present pri-

vate practice of medicine.

The fundamental defects and the in-

evitable consequences of the Anderson
plan are to me fatal defects. They con-
stitute bad medicine, not only for our
senior citizens, but for all citizens.

I say this without intending any reflec-

tion upon those who support the Ander-
son-Javits plan. Many of these sup-
porters admit the inadequacies of the
Anderson-Javits plan. They admit it is

not a comprehensive medical care plan,

but they contend, limited as the benefits

are, they will be of some help.

Many supporters of the Anderson-
Javits plan do not foresee adverse con-
sequences. They do not believe this plan
will lead to Government control over all

practice of medicine.

On the question of consequences, all

of us are admittedly peering into the
future, which is at best a most difficult

occupation. Because man's foresight is

notably short, reasonable men find

themselves in honest disargeement. I

have the utmost respect for those with
whom I disagree regarding the impact
of the Anderson-Javits plan on the
future of our medical care in America.
I know they are as sincere in their be-
lief as I am in mine.

There simply is no way to prove the
correctness or incorrectness of our points
of view. This is a situation frequently
confronting the Congress of the United
States. Often we Members must vote
without full certainty of the conse-
quences of our acts. We must take cal-
culated risks all the time as we legislate.
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In this particular case, I believe the

risks involved in the Anderson-Javits
plan are too great to warrant passage.

Before discussing in greater detail my
specific objections to the Anderson-
Javits plan, I should like to define the

problem of health care of the aged, with
which the Senate is now attempting to

cope.
There are some 17 million persons age

65 or over in the United States today.

A relatively small percentage of these

are well able financially to take care of

their medical bills. An additional 2Vz
million of the 17 million senior citizens

are eligible for free medical care under
old-age assistance programs of public

welfare.
Additional persons who are otherwise

self-supporting but who cannot pay
their medical bills are receiving assist-

ance under the Kerr-Mills Act of 1960,

which because State implementing legis-

lation was needed, has only recently be-
gun to go into operation in some States.

Others have yet to act. An estimated
1 million persons may be eligible for
aid under Kerr-Mills, which is designed
to provide very comprehensive and inclu-
sive medical care in the real sense of the
word. I ask unanimous consent to have
printed at this point in the Record a
brief summary of Kerr-Mills provisions.

There being no objection, the sum-
mary was ordered to be printed in the
Record, as follows

:

Kerr-Mills Program
(Public Law 86-778)

Coverage: Approximately 10 million per-
sons over 65 might meet the eligibility re-
quirements. The number actually affected
will depend upon the number of States par-
ticipating, and the eligibility standards
formulated by such States. (S. Kept. 1856,
86th Cong.)
How many benefit: Each State could

formulate its own eligibility standards with-
in the State plan, except that benefits must
be provided for residents of the State who:

(1) have attained age 65, and
(2) are not recipients of old-age as-

sistance, but whose income and resources are
insufficient to meet the cost of the medical
services listed below.
Persons under age 65 or persons receiving

old-age assistance could not be made eligible
under the State plan. The State plan may
not require an enrollment fee as a condition
of eligibility or impose a lien on the property
of a beneficiary during his life or that of his
surviving spouse.

Benefits: The State plan for medical as-
sistance for the aged may specify medical
services of any scope and duration, provided
that both institutional and noninstitutional
services are included. The Federal Govern-
ment would share in the expense of providing
the following kinds of medical services:

(1) inpatient hospital services;

(2) skilled nursing home services;

(3) outpatient hospital or clinic services;

(4) physicians' 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
services; and,

(12) any other medical care or remedial
care recognized under State law.

Administration : Participating States would
be reimbursed for part of their expenditures
under federally approved State plans provid-
ing medical services to aged persons who are

not recipients of old-age assistance, but
whose income and resources are insufficient

to meet the cost of necessary medical serv-

ices.

Financing: Federal sharing in State ex-

penses under plans for medical assistance

for the aged would be determined according
to an equalization formula based on State
per capita income in relation to the national
average and would run from 50 to 80 per-
cent. There are no dollar limits beyond
which no matching will apply. The States

would receive in addition an amount to half
of their administrative expenses under plans
for medical assistance for the aged.

Total cost first year:
Estimated costs for the first year were as

follows:
[In millions of dollars]

Federal 60
State 56

Total (S. Rept. 1856, 86th Cong.). 116

Mr. FONG. Madam President, more-
over, of the noninstitutionalized aged 65

or over, it is estimated 53 percent have
some form of voluntary health insur-

ance. Many of the aged have health in-

surance protection which is far more
comprehensive than the Anderson-Jav-
its bill would provide.

So when we talk of assisting those 65

or over beyond the assistance already
provided on the statute books, we are
talking about providing help for some 12

million persons of modest income who
may need financial assistance toward
medical costs.

Is Anderson-Javits the answer? I be-
lieve it is not.

Its benefits are very limited, very
skimpy. Specifically, it provides for 90
days of hospital care per benefit period,

subject to a deductible of $10 per day
for the first 9 days but not less than $20

;

plus 180 days of nursing home care, pro-
vided the patient has had previous hos-
pital care; plus 240 home health service
visits per calendar year; plus outpatient
diagnostic service, subject to a deduc-
tible of $20 per diagnostic study.
There is an option whereby a person

may elect to continue a private health
care plan which would give him the-sta-
utory benefit of 90 days of hospitaliza-
tion with a deductible, or under group
and similar plans 45 days of hospitaliza-
tion with no deductible, in addition to
other health care benefits. Under this

option the individual may elect to have
the Government pay his insurance car-
rier for those benefits he uses.

The Anderson-Javits plan does not
cover cost of a doctor's services in his
office or at the patient's home.

It does not cover surgeon's fees and
dental bills.

It does not pay for medicines used
outside a hospital or nursing home.

It does not cover costs of preventive
medicine. Beneficiaries could not col-

lect anything until they were sick
enough to go to a hospital or nursing
home.

It requires patients to pay the first

$20 of costs for diagnosis. The patient

could not select the physician to perform
the diagnostic services.

In terms of medical needs of elderly
citizens, what does the Anderson-Javits
plan mean?

Estimates indicate the Anderson-
Javits plan covers only 18 to 30 percent
of the average medical costs of the aged,
based on data supplied by the Depart-
ment of Health, Education, and Welfare.
This means elderly citizens would be
faced with paying 70 to 82 percent of
their medical bills, if the Anderson-
Javits plan is enacted.

Moreover, for every hospital visit, the
elderly would have to pay a minimum of

$20 or a maximum of $90 under the
Anderson-Javits plan.

To be adequately protected against
the hazards of costly illness, those 65
and over would need to buy supplemen-
tary insurance covering major medical
expenses and doctors' and surgeons'
charges. The amount of their yearly
premium would depend, of course, on
the policies purchased.

I predict that, if the Anderson-Javits
plan is enacted, some of our senior citi-

zens are going to be shocked to learn
they must pay the lion's share of their

health bills.

It is because the Anderson-Javits
benefits are inadequate—and its sup-
porters admit they are inadequate—and
because senior citizens will have to buy
additional insurance to be adequately
protected, that tremendous pressures will

be exerted on the Congress to increase
the benefits, to remove the deductibles,

to lower the eligible age, and so on.

There will be constant pressure for con-
stant enlargement of benefits and lib-

eralization of the program.

My judgment on the inevitable conse-
quences of the pending Anderson-Javits
plan is, I think, amply borne out by what
one of the originators of this plan pub-
licly has stated. Former Congressman
Aime Forand, author of the 1960 social

security health insurance plan that was
defeated, said very plainly in January
1961:

If we can only break through and get our
foot inside the door, then we can expand the
program after that.

It is only logical that as benefits in-

crease, costs will increase, and, if the
health insurance trust fund provided un-
der the plan is to bear any semblance
of solvency, that social security taxes
on wage earners will have to be raised
or the wage base raised or both. There
simply is no end in sight to the expense
of a Government service program of this

nature or to the burden on the wage
earner if it is financed out of social se-

curity.

Social security financing is regressive

in nature. It is not based on the ability

to pay principle, the accepted concept
underlying our Federal income taxes.

Moreover, it will be wage earners in

the lower income brackets that will feel

the brunt of these spiraling social secu-

rity taxes. The secretary receiving

$5,200 in wages a year would pay the
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same social security tax as her employer
who might earn $52,000 a year.

I am advised that 53 percent of the

wage earners in America earn less than
$5,000 a year. Why does the administra-

tion insist on putting the burden on these

wage earners rather than on persons

earning much more?
Furthermore, according to estimates,

some 40 percent of taxable income in the

United States is not subject to social se-

curity tax. Why allow 40 percent of our

taxable income to be free from any re-

sponsibility toward medical care of our

needy aged?
Isn't it much fairer to finance a na-

tional health insurance program out of

the general revenues of the U.S. Treas-

ury composed in the main out of income
taxes which are levied according to abil-

ity to pay?
In fact, one might well promulgate a

law of behavior: when Government pays

the bills for personal services to citizens,

the pressures for expansion are irre-

sistible.

Every nation which has adopted a

compulsory government health insurance

program has experienced ballooning

costs, far exceeding original estimates.

In Britain, for example, the first full year

of its Government health program cost

more than three times the estimated cost

before adoption.
Estimates of the cost of the original

King-Anderson predecessor to Anderson-

Javits plan vary widely. For social se-

curity and railroad retirement recipients

65 and older, the Department of Health,

Education, and Welfare says it will cost

$1,062 million in 1963. The Health In-

surance Association of America esti-

mates conservatively, it will cost more
than twice as much in 1963—$2,179
million.

For 1964, the Department of Health,

Education, and Welfare estimated it

would cost $1,098 million; the Health In-

surance Association estimates it would
cost $2,483 million.

The Department of Health, Education,
and Welfare estimated original King-
Anderson costs would not reach $2 bil-

lion until 1990, when it would cost $2,308

million. But the Health Insurance In-

stitute contends the costs would be
$5,438 million in 1983.

Added to these costs must be the cost

of including some 2'/2 million persons
who are not social security nor railroad

retirement recipients and whose costs

would be paid out of general revenue of

the Treasury. The Department of

Health, Education, and Welfare esti-

mates these costs at $250 million an-
nually. The Department of Health,
Education, and Welfare, however, be-
lieves public assistance payments will be
reduced by some $200 million annually,
for a net additional cost to the Treasury
of $50 million.

To finance costs of the Anderson-
Javits plan for social security and rail-

road retirement recipients, it is proposed
to increase the social security tax by one-
fourth of 1 percent on each employee and
one-fourth of 1 percent on each employer
to be applied against a higher wage base
of $5,200. At present the social security

tax applies against a wage base no
higher than $4,800.
In terms of dollars and cents, the pro-

posed social security tax increase will
mean each wage earner taxed at the
maximum would pay $27.50 each year.
His employer would contribute a like

amount. The self-employed would find
their taxes raised by three-eighths of 1

percent.
I ask unanimous consent to have

printed at this point in the Record three
tables showing the social security taxes
to be paid by employee, employer, and
the self-employed through 1968.
There being no objection, the tables

were ordered to be printed in the
Record, as follows:

Present rate, social security taxes

[Based on $4,800 annual earnings]

Employee
pays—

Employer
pays—

Self-

employed
pay—

1962 $150
174
198
222

$150
174
198
222

$226
259
298
331

1963-65
1960-67 _

1908 and after

Rate if King-Anderson bill were enacted
[Based on $5,200 annual earnings]

Employee
would
pay—

Employer
would
pay—

Self-

em ployed
would
pay—

$202
228
254

$202
228
254

$300
342
378

1906-07.
1968 and after

Actual taxes needed to finance bill according
to insurance estimates

[Based on $5,200 annual earnings]

Employee
would
need to
pay—

Employer
would
need to
pay—

Self-em-
ployed
would
need to

pay—

1963-65 $232
258
284

$232
258
284

$343
385
421

1966-67
1968 and after

Mr. FONG. Madam President, keep-
ing in mind the low estimates of the De-
partment of Health, Education, and
Welfare for the cost of the King-Ander-
son plan, it is easy to foresee that the
health insurance trust fund will soon be
in trouble, just as the social security
trust funds are in trouble. Jn 4 out of
the last 5 years, payments out of the
social security funds have exceeded in-
come from payroll taxes.
The July 2 issue of U.S. News & World

Report portrays very graphically the ex-
tent of social security deficits under ex-
isting programs, even before a health in-
surance program is added.

Benefits promised to people now
covered by old-age and survivors insur-
ance are estimated to cost a total of $624
billion. Reserves on hand total $22 bil-

lion. Social security taxes to be paid
by workers now covered by social secu-
rity to support their pensions total an
estimated $282 billion.

Combined, the reserves on hand and
taxes to be collected total $304 billion.

U.S. News & World Report points out

that the social security fund faces a
deficit of $320 billion which must be paid
by the wage earners of the future.
This tremendous future deficit of $320

billion in the social security account
alone is greater than the present total
debt of the U.S. Government. That total
Federal debt primarily stems from ex-
penditures for three great wars. As the
health insurance benefits proposed by the
Anderson-Javits amendment would in-
evitably be expended, the social security
and railroad retirement taxes would have
to be increased.
So the wage earner of the future will

be burdened by making up the huge
deficit in the social security fund and
would be faced with added taxes for con-
stantly expanding health insurance
programs.
Under existing law, without any health

insurance program, social security taxes
on wage earner, and employer combined
will total 9% percent beginning in 1968.
Add to that another half percent for

the health insurance program and the
combined percentage reaches 9% per-
cent.

In 1949 social security taxes were 1

percent on the first $3,000 of pay. Nine-
teen years later they will be 4y8 percent
on the first $4,800 of pay.

Social security taxes have more than
quadrupled in the past 19 years. Should
this pattern prevail for the next 19 years,
the social security taxes will be greater
than Federal income taxes. And the im-
pact will be even greater than Federal
income taxes, for no deductions and no
exemptions are permitted in computing
social security taxes.

The addition of taxes to finance a
health insurance program proposed by
the Anderson-Javits plan will add to

this burden, for as surely as the sun rises

and sets every day, so will health insur-
ance taxes climb steadily upward.

This is the experience of other coun-
tries, and there is no reason to believe

our experience would be different.

I was very much interested in the
figures submitted by my able colleague
the junior Senator from Kentucky [Mr.
Morton] which show that in West Ger-
many, the health insurance tax imposed
on both employee and employer has
risen from 11 to 23.6 percent. In
France the tax has risen from 16 to

19.5 percent. In Italy the tax has risen

from 13 to 23.6 percent. In Belgium the
tax has risen from 14 to 16 percent.
The wage earner of the future would

find social security taxes taking perhaps
25 percent of his current earnings.
This would certainly be most burden-
some.

Unless Congress is careful we will have
imposed an intolerable burden on the
wage earner. Young workers buying
homes, raising children, educating them,
and providing all the necessities for day-
to-day existence, including health insur-
ance for themselves and their families,

will face rough going to keep their heads
above water. By the time they pay
social security taxes, including health
insurance taxes for the aged, Federal
and State income taxes and sales taxes,

there will be precious little for them to
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live on, much less to save for a rainy

day.
In all the debate on the Anderson-

Javits plan, there may be a tendency to

overlook the job presently being accom-
plished in the health insurance field by
private organizations. The progress

made in the matter of benefits offered,

eligibility requirements, and premiums
over the past 5 or 10 years is truly re-

markable. The protection offered those
65 and over against medical costs has
increased markedly even in the past 5

years alone.
There are 880 insurance companies in

America offering health insurance.
There are 78 Blue Cross plans and 69

Blue Shield plans. There are more
than 300 independent plans in industry,
communities, and colleges.

Just this year the American Medical
Association developed a new Blue Shield
plan for senior citizens and the American
Hospital Association a new Blue Cross
plan for senior citizens. These plans are
far superior to the Anderson-Javits plan
and the costs to the individual sub-
scriber very reasonable.
Many senior citizens hospital and

health plans do not require a physical
examination. Moreover, all policies be-
ing written today contain guaranteed
renewable clauses. I made inquiry of
several sources and was informed that
policies written today can be canceled at
the option of the company only for
failure of the subscriber to pay his pre-
miums. This is a most remarkable ad-
vance over the early policies for those
over 65. Modern insurance thus affords

a great measure of comfort and security
to the aged.

Furthermore, a number of policies of-
fered today contain no lifetime maxi-
mum. Still there are some which con-
tain a lifetime limit of payments that
can be made in behalf of a subscriber.
This is a field where improvement is

needed, and where I believe improvement
will be attained in the near future. For,
the fact is, the aged have proved to be
better risks than insurance companies
once believed.
In order to compare Anderson-Javits

benefits with those available under
private insurance, I am going to cite

several actual cases reported in the press
and show what the elderly patient
would have paid under the original King-
Anderson plan and what he paid under
Blue Cross-Blue Shield. The changes
made in the original King-Anderson bill

by the Anderson-Javits amendments
would not, I am advised, alter these
figures significantly.

In case No. 1, a retired, middle-class
American male gets lung cancer and
soon runs up a bill of $7,687.75 during 80
days in the hospital, including private
duty nurses, costing $2,373; two surgery
procedures—$500 for both—and out-of-
hospital expenses totaling nearly $1,000.
Blue Cross-Blue Shield and its major

medical plan paid $6,562.33—in other
words, all but $1,125.42.
King-Anderson would have paid only

$3,392.94—leaving a balance of $4,294.81
to be paid by the patient.
In Case No. 2, a 70-year-old woman

falls ill with Parkinson's disease and bills

totaling $13,972.77 result

The Blue plans combined would have
paid $11,437.28 and left the patient with
$2,535.49 to pay. Under King-Anderson,
the patient would have had to pay
$10,921.16 because surgery and nurses'
care at home are not covered. If the
patient had entered a nursing home,
however, King-Anderson would cover a
much larger percentage of the expenses
than if she were cared for at home.
In case No. 3, an aged person collapses

with a heart attack and her illness is

complicated by intestinal difficulties.

In this case the patient had only the
basic Blue plans without the major medi-
cal coverage. By spending 4 days in a
ward and 67 days in a semiprivate room,
she cut down on some costs.

Of the total charges of $3,245.02, the
basic Blue insurance paid $3,216.02.

Under King-Anderson, she would have
been required to pay for her surgery

—

$300—and for other services costing
about $100.

If the case had not been complicated
by intestinal troubles, surgery would
have been necessary, and the basic Blue
plans and King-Anderson would have
provided almost identical coverage.

These cases were reported in the
Washington Sunday Star of May 28,

1962, and go to show in concrete terms
some of the drawbacks of the King-
Anderson plan, which, despite the
amendments now incorporated, remain
basically the same. The benefits con-
tained in the Anderson-Javits bill are
simply inadequate.

Less than 2 years ago Congress en-
acted the so-called Kerr-Mills law pro-
viding Federal Government grants of
50 to 80 percent to States to help fur-
nish comprehensive medical assistance
on behalf of aged individuals who are
not recipients of old-age assistance but
whose income and resources are insuffi-

cient to meet the cost of necessary medi-
cal expenses.

Before this program could go into
effect, it was necessary for State legis-

latures to enact implementing measures.
As of May 14, this year, 24 States had
Kerr-Mills programs in operation and 2
States have enacted legislation, but a
medical plan has not yet been submitted.
One State has legislation in process.

Twenty States need legislation, and the
remaining 3 have authority for the Kerr-
Mills program but are not expected to
implement it this year.

Undoubtedly, the uncertainty over
enactment of another medical program
for the aged by this Congress has de-
layed Kerr-Mills progress in many
States.

Under a State law enacted in 1961,
Hawaii is participating in the Kerr-
Mills program, assisting some 400 to 500
elderly persons each month. Another
1,300 aged persons are cared for under
our general State welfare program.

I ask unanimous consent to have
printed in the Record at this point two
statements prepared by the U.S. Depart-
ment of Health, Education, and Welfare,
giving provisions for State public assist-

ance programs under the Social Security
Act, including Kerr-Mills medical assist-

ance for the aged.

There being no objection, the state-
ments were ordered to be printed in
the Record, as follows:

Part 1. Medical and Remedial Care foe Re-
cipients of Old-Age Assistance, Aid to the
Blind, Aid to Dependent Children, and
Aid to the Permanently and Totally Dis-
abled

(Department of social services, October 1,

1961—Hawaii)
A. general description of public assistance

PROGRAMS

1. Administrative responsibility: OAA, AB,
APTD, and ADC are directly administered by
the State department of social services
through its four county offices. (Medical as-
sistance for the aged Is also administered by
this agency. See pt. II.) Non-Federal share
of assistance and of administrative costs Is

met from State funds.
2. Provision of medical care as a part of

public assistance: Current plan provisions
for vendor payment of costs of medical care
are based on a 1961 amendment to the State
law, authorizing the agency to make pay-
ments directly to the suppliers of medical
goods and services. Formerly, State law re-,

quired such payments to be made through
the county governments. In the period be-
fore the Territory became a State, the agency
had a group prepayment contract with the
territorial health department (1961-60).
The provisions represent full implementation
of the scope of services authorized in the
law, but limits have been set on some serv-
ices because of cost. Policies are generally
applicable to all four categories alike.

b. content and scope of medcal and
remedial care

3. Services:
(a) Hospital (in-patient) : All categories.

Limited to 15 days per illness, with provision
for exceptions based on medical recommen-
dation. Vendor payment.

(b) Nursing home care: All categories.
Money payment.

(c) Practitioners' services: All categories.
Includes services of medical doctor in all
settings, dentist, optometrist, and podiatrist.
Medical doctor services in rural Oahu and in
counties of Maui, Hawaii, and Kauai pro-
vided only by State government physicians.
Provisions also for specialists' services as
necessary. Vendor payment.

(d) Dental care: All categories. Fillings,
extractions, and X-rays. Limited to emer-
gency care. Vendor payment.

(e) Prescribed drugs: All categories. Ven-
dor payment.

(f ) All other care: All categories have pro-
visions for sick-room supplies, X-rays, re-
storative services, prosthetic appliances,
transportation, and equipment; also private
duty nursing services In hospital where
medically necessary in exceptional cases.
Vendor payment.

C. ELIGIBILITY FOR MEDICAL AND REMEDIAL
CARE

4. Persons eligible: Recipient of OAA, AB,
APTD, and ADC and persons considered es-
sential to his well-being. Also available to
persons otherwise eligible for a category of
assistance and in need of aid only because
of costs of necessary medical care.

5. Application of Income: Recipient's in-
come and resources applied first to needs to
be met through the money payment, balance
to needs to be met by vendor payment of
costs of medical.

D. ADMINISTRATION OF MEDICAL AND REMEDIAL
CARE

6. Medical direction: Medical consultant
(medical doctor), part time; medical pay-
ments program officer (social worker), full
time.

7. State and local advisory groups: Com-
mittee, now being formed, will include rep-
resentation from medical, dental, pharma-
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cal, nursing, hospital administration, and
social work professions together with repre-
sentation from business and community at
large; a total of 15 members; to meet once a
month and review and recommend broad
policy and procedures.

8. Interorganizational agreements and re-

lationships: Informal agreements and work-
ing relationships in effect with: Department
of Public Health for nursing service, crippled

children services, mental health, and mater-
nal health services; Division of Vocational
Rehabilitation; Veterans' Administration;
and various private agencies and organiza-

tions such as Lion's Club, Society for Crip-

pled Children & Adults, National Founda-
tion.

9. Methods of making payments to sup-
pliers of medical goods and services: Sup-
pliers of medical goods and services submit
bills to the State agency and receive payment
directly from the agency. Stipends to Gov-
ernment physicians serving in rural areas

are paid directly by the State agency using
State funds, separately from the public as-

sistance payments, without direct relation-

ship to the number of public assistance

recipients served.

10. State-local financing of costs: Assist-

ance and administrative costs, non-Federal
share: State funds. Source of State funds:
general fund, appropriated to cover all four
categories in one fund, with amounts for

money and for vendor payments identified

separately. Transfer may be made between
categories for money payments, only, with
approval by State department of budget and
review. Transfers may not be made between
funds for money payments and those for

vendor payments.

Part 2. Medical Assistance for the Aged

(Department of social services,

October 1, 1961 1—Hawaii)

A. GENERAL DESCRIPTION OP PROGRAM

1. Administrative responsibility: Medical
assistance for the aged (MAA) is directly ad-
ministered by the State department of social

services through its four county offices. Non-
Federal share of assistance and administra-
tive costs is met from State funds.

2. Legal basis and general structure: Leg-
islation enacted in 1961 established the base
for a program of medical assistance for the
aged and placed responsibility for medical
care of all needy persons In the department
of social services. Services under the pro-
gram began in July 1961. Eligibility for as-
sistance and need for medical care are de-
termined concurrently, taking into account
resources available over the ensuing 12-

month period which could be applied to
costs of needed care. Cases of persons need-
ing continuing care, such as nursing home
patients, are reviewed annually to redeter-
mine eligibility; in other cases, eligibility

and medical need are redetermined when
additional service is needed or when changes
in circumstances require reconsideration.

B. CONTENT AND SCOPE OP MEDICAL AND
REMEDIAL CARE

3. Services:
(a) Hospital (inpatient) : All general

services for necessary care. Limited to 15
days; extensions possible with approval of
State agency. Prior authorization required
except In urgent situations. Payment based
on ward rates plus actual charges for other
specified services.

1 These provisions are in the State's plan
as submitted for approval; they are included
here because the program is in operation, as
of October 1, 1961, the plan material is being
reviewed and the provisions given here are
not under negotiation, and when approved
the effective date for Federal financial par-
ticipation will be July 1, 1961.

(b) Nursing home care: As recommended
by physician, short- or long-term care. Pay-
ment based on nursing home's rate provided
cost of care required by recipient is lowest
available in community at that time, except
in situations of undue hardship and/or iso-

lation.

(c) Practitioners' services: Medical doctor
in all settings, dentists, optometrist, and po-
diatrist. In rural Oahu and in counties of
Maui, Hawaii, and Kauai, medical doctor
services are provided primarily by State gov-
ernment physicians (compensated from
State funds as part of medical program).
Specialist and consultative medical doctor
service also available.

(d) Dental care: Emergency dental serv-
ices: examinations, X-rays, fillings, extrac-
tions, caps. By dentists authorized by the
department.

(e) Prescribed drugs: Payments for such
drugs made to vendors authorized by the
department.

(f) All other care: Outpatient and allied
services, including drugs, antibiotics, dress-
ings, diagnostic tests, therapeutic procedures
such as special eye care, prosthetic appli-
ances, physiotherapy, X-ray therapy, and op-
ticals. Prior approval required for all services
except in emergency situations which cannot
await approval, as determined by attending
physician. Provision for air transportation to
secure necessary care which is available only
in another county. Private duty nursing
service in medical institution available in
exceptional cases where medically necessary.

C. ELIGIBILITY FOR MEDICAL ASSISTANCE FOR THE
AGED

4. Eligibility factors:

(a) Age: 65 years of age or older.
(b) Citizenship: No requirement.
(c) Residence: Residing in the State or

temporarily out of the State but deemed to
be a resident.

(d) Institutional status: May be a patient
in a medical institution as permitted under
the Federal act, except that no payments are
made in behalf of persons with diagnosis of
tuberculosis or psychosis nor for persons hos-
pitalized because of Hansen's disease.

(e) Property and income limitations: In-
come: Insufficient to meet the standards of
assistance established for MAA, including
nonmedical and medical requirements (ap-
proximately $50 per month above the stand-
ards of assistance for OAA) and if the re-

sources available to him within 12 months
after date of application are insufficient to
pay the cost of needed medical care. As-
sets: Real property—home with tax-ap-
praised value of less than $14,000 is ex-
empt; also other real property with value
not to exceed $150. All excess value is con-
sidered a resource for payment of medical
costs. Personal property—all liquid assets
beyond $50 cash savings (of unemancipated
minor) are considered available after allow-
ances for payments on obligations contracted
for defined essential purposes. May own
automobile 4 years old or older or when
necessary for essential transportation. Full
loan value of life insurance is resource.
Under exceptional circumstances, conserva-
tion of readily available resources allowed.
Health insurance, Veterans' Administration
care, workmen's compensation, and similar
resources must be taken into account in de-
termining extent to which MAA is needed.
(No adjustment or recovery for assistance
correctly paid.)

(f) Other: Not a recipient of OAA, AB,
APTD, ADC, or State-financed assistance
programs.

D. ADMINISTRATION OP MEDICAL AND REMEDIAL
CARE

5. Administrative and financial provisions:
Administration and financing of the program
of medical assistance for the aged is the
same as parallel provisions for old-age as-

sistance with respect to (a) medical direc-
tion, (b) State advisory groups, (c) inter-
organizational relationships which are of
service to recipients of OAA, (d) method of
making payments to suppliers of medical
goods and services, and (e) the State financ-
ing of the non-Federal share of assistance
and of administrative costs. For details of
these administrative and financial provisions,
refer to the State item in part I.

Mr. FONG. Madam President, on May
10 this year, I wrote to the Hawaii De-
partment of Social Services and re-
quested full details on the State's pro-
gram of financing cost of medical care
of needy persons.
These are the questions I asked:
1. Will you please inform me, at your ear-

liest convenience, the type of medical aid
presently afforded the aged sick and dis-
tressed of the State of Hawaii?

2. Are you able to tell me whether any
person In the State of Hawaii, desirous of
obtaining medical aid and hospitalization
has been unable to secure such aid?

3. Please list the amount of such medical
aid available, both private and governmental,
including therein hospitalization, drugs,
physicians' care, nursing home assistance,
and outpatient service. Is the patient called
upon to defray any percentage of the cost?

4. Will you please include in your reply to
this letter what medical aid is available to an
indigent in the State of Hawaii, regardless
of his age?

In reply, Hawaii's able director of so-
cial services. Mrs. Myrtle Ward, wrote
me as follows

:

We do not know of any case in the State
of Hawaii in which a person requiring medi-
cal care who, because of his inability to pay
for this care, has not been able to secure
necessary care. The reason for the above
statement Is the fact that in our State, per-
sons unable to finance the cost of medical
care themselves may apply to the depart-
ment of social services for assistance in
financing this cost. The department of so-
cial services is, in the State of Hawaii,
charged with the responsibility to finance
the cost of medical care of Indigents and
medical Indigents.
An indigent person is defined as one who

is a recipient of financial assistance to meet
the cost of basic maintenance needs, such as
food, shelter, and clothing. A medical in-
digent is a person who is otherwise able to
subsist for himself, but is found needy in
terms of his ability to meet the cost of
medical care.

Under the existing program administered
by the department of social services, per-
sons found eligible either as indigent or
medical indigent can receive the following
services as necessary:

(a) Hospital care as long as medically
necessary.

(b) Comprehensive outpatient and allied
services.

(c) Physician services.

(d) Unlimited nursing home care.

(e) Limited dental care.

The above services are available to persons
in any and all categories of public assistance,
including the aged group. There are no resi-

dence restrictions.

In addition to the department of social

services' program for indigents and medical
indigents, payment to meet the cost of spe-
cific medical services can be financed by
other public, as well as private agencies. Ex-
amples of public programs would be the
maternal and child health and crippled chil-
dren services available through the State
department of health, the vocational re-
habilitation program, and medical care of
State and county pensioners through the re-
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spective county governments. Private pro-
grams include the national foundation pro-
gram and the Society of Crippled Children
and Adults.
The eligible indigent-medical indigent

patient is required to pay for the portion of

the total of medical care he can afford to

pay for himself as determined by a means
test. However, if he is unable to meet the
cost of any portion of his medical care, the
department of social services will finance

the total expenditure.

Madam President, I am satisfied that
any needy person of whatever age in

Hawaii can receive help in meeting the
cost of medical care under our State
and Federal-State programs.

I ask unanimous consent that the en-
tire text of my letter and the reply from
the department of social services be
printed in the Record at this point.

There being on objection, the letters

were ordered to be printed in the
Record, as follows:

Mat 10, 1962.

Mrs. Myrtle Ward,
Director, Department of Social Services,

Honolulu, Hawaii.
Dear Mrs. Ward: Will you please inform

me, at your earliest convenience, the type

of medical aid presently afforded the aged,

sick, and distressed of the State of Hawaii.

Are you able to tell me whether any per-

son in the State of Hawaii, desirous of ob-

taining medical aid and hospitalization has
been unable to secure such aid.

Please list the amount of such medical
aid available, both private and govern-
mental, including therein hospitalization,

drugs, physicians' care, nursing-home assist-

ance, and outpatient service. Is the patient
called upon to defray any percentage of the
cost?
WiU you please include in your reply to

this letter what medical aid is available to
an indigent in the State of Hawaii, regard-

less of his age.
Any other information you may have on

the subject will be appreciated.

With warm regards and aloha,
Sincerely yours,

Hiram L. Fonc.

State op Hawaii,
Department op Social Services,

Honolulu, June 14, 1962.

Senator Hiram L. Fong,
U.S. Senate,
Washington, D.C.
Dear Sib: This is in reply to your letter

of May 10, 1962, regarding Hawaii's program
to finance the cost of medical care of needy
persons.
We do not know of any case in the State

of Hawaii in which a person requiring med-
ical care who, because of his inability to pay
for this care, has not been able to secure
necessary care. The reason for the above
statement is the fact that in our State, per-
sons unable to finance the cost of medical
care themselves may apply to the department
of social services for assistance in financing
this cost. The department of social services

is, in the State of Hawaii, charged with the
responsibility to finance the cost of medical
care of indigents and medical indigents.
An "indigent" person is defined as one who

is a recipent of financial assistance to meet
the cost of basic maintenance needs, such
as food, shelter and clothing. A "medical
indigent" is a person who is otherwise able
to subsist for himself, but is found needy
in terms of his ability to meet the cost of
medical care.

Under the existing program administered
by the department of social services, per-
sons found eligible either as Indigent or
medical indigent can receive the following
services as necessary:

(a) Hospital care as long as medically
necessary.

(b) Comprehensive outpatient and allied

services.

(c) Physician services.

(d) Unlimited nursing home care.

(e) Limited dental care.
The above services are available to per-

sons in any and all categories of public
assistance, including the aged group. There
are no residence restrictions.

In addition to the department of social

services' program for indigents and medical
indigents, payment to meet the cost of
specific medical services can be financed by
other public, as well as private agencies.

Examples of public programs would be the
maternal and child health and crippled
children services available through the State
department of health, the vocational reha-
bilitation program and medical care of State
and county pensioners through the respec-
tive county governments. Private programs
include the National Foundation program
and the Society of Crippled Children and
Adults.
The eligible indigent-medical indigent

patient is required to pay for the portion
of the total cost of medical care he can
afford to pay for himself as determined by
a means test. However, if he is unable to
meet the cost of any portion of his medical
care, the department of social services will

finance the total expenditure.
For further detailed information with re-

gard to Hawaii's program to meet the cost
of medical care for the indigent and medical
indigent, please refer to Public Assistance
Report No. 49 of the VS. Department of
Health, Education, and Welfare, "Character-
istics of State Public Assistance Plans Under
the Social Security Act," a copy of which is

attached.
We hope you find this information help-

ful. Please do not hesitate to contact us
again should further information be
required.

Yours very truly,
Mrs. Myrtle D. Ward,

Director.

Mr. FONG. Yet there remains a group
of elderly persons whose savings and
other assets, while not large, neverthe-
less exceed the ceiling established under
the Kerr-Mills program. A costly ill-

ness could impoverish them unless they
are protected by health insurance.
We are told these people strongly favor

the King-Anderson or Anderson-Javits
.social security health insurance plan.

I am not convinced this is so. My
personal experience has been that as the
defects and drawbacks of the social se-
curity plan have been made known, more
and more people are opposed to it.

I have received very few letters from
constituents urging my support of the
Anderson proposal. On the contrary,
letters I have received from nonmedical
as well as medical persons in Hawaii in-
dicate strong and increasing opposition
to the King-Anderson plan and now to
the Anderson-Javits plan.
Perhaps these letters do not constitute

a representative sample of popular senti-
ment in my State. Nevertheless, if

there were the alleged groundswell of
support, I should think my mail would
reflect it to some degree. But it does
not.

Another indication of voter sentiment
appears in a recent Gallup poll which
shows that in the March-June period
this year support for the social security
approach has dropped 7 percentage
points. Sentiment is nearly divided be-

tween social security—48 percent—and
private insurance—41 percent.

I am not suggesting that these per-
centages are gospel. But I do think it

is significant that a nationwide poll fails

to turn up a tidal wave of sentiment for
social security financing of medical costs
for senior citizens. It is more like a
ripple.

I was very much interested in an arti-
cle in the July 1962 issue of Nation's
Business entitled "Old Folks Reject
Health Plan." The article tells of in-
terviews with elderly persons living in
the area of St. Petersburg, Fla., and
states:

Residents of this gulf coast area, a survey
reveals, are about 2 to 1 against the Kennedy
administration's controversial measure now
before Congress to raise social security taxes
to pay hospital and nursing home bills for
some of the Nation's senior citizens.

What is particularly significant is that
Pinellas County—the sandy, fast-growing
county encompassing St. Petersburg—has
the Nation's highest proportion of persons
65 or older and probably the highest mix of
those qualified for the proposed Federal
health plan.

Interviews with residents here show sev-
eral other meaningful signs:

Those who oppose health care under so-
cial security seem to be informed on the
provisions and potentials of the legislation.
Many of the most avid supporters are ill-

informed about what the bill would do.

Madam President, I think this is a
most revealing statement. It supports
my personal observation that those who
are against social security health care
are indeed informed on the King-Ander-
son and Anderson-Javits bills. The
article continues:
Lots of elderly persons who see health

care of the aged as a serious national prob-
lem feel the administration's bill falls short
of meeting the need.

• * • * •

Many of the elderly themselves, whom the
bill purports to help, hew to the philosophy
typified by a spry 76-year-old widow whose
home here is a trailer: "I'll have nothing to
do with that Government medicine. I can
take care of myself and so can anyone else
who has any gumption." She spends $21 a
month for private health insurance out of
her total income of $60 monthy from social
security and $50 from a military survivor's
pension.

• «•'••
Pinellas County is a miniature, condensed

battlefield for this national issue. The
county has a population of more than
375,000. But, unlike most other areas, some
25 percent of the residents here are 65 or
older. Not all of them would be eligible to
receive health care under the administra-
tion's bill. But about one in five of the
county's residents would be. So this county
has not only the highest percentage of aged
but the proportion of its population that
would be eligible for health care is twice
the national average.

• • * » »

A local man sums up the thinking of
many senior citizens:

"I'm 65 and still have a relatively young
family to support. I am worried about what
will happen to my five children if this
philosophy of socialism and control from
a central government continues to grow.
The expense and human detriment resulting
from such steps (as the King-Anderson
health care proposal) are more far reaching
than most people realize."
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Contrary to what the administration
would have us believe, there is nation-
wide awareness among the American
people of the parsimonious terms of the
King-Anderson and Anderson-Javits
proposals and of the potentially ad-
verse consequences of a compulsory
medical care plan.

Some changes, or sweeteners, have
been made in the original King-
Anderson plan in an effort to render the

program more palatable and votable.

But essentially, in my judgment, the

principal defects remain.
As I pointed out before, because of the

limited benefits under the Anderson-
Javits plan, senior citizens would still

have to buy supplementary insurance to

protect against surgical costs and major
medical charges.

I firmly believe the Anderson-Javits
plan will lead ultimately to compulsory
Government health insurance for all

ages. The signs and portents are quite

clear, and we know its most ardent ad-
vocates tell us it is only the foot in the
door.
Then we will have socialized medicine

as in Britain, Italy, West Germany, and
other Western European countries. Ex-
perience of these nations with govern-
ment medical care plans warns us to

proceed with caution.
Britain, which since 1948 has financed

medical care for all citizens, has experi-
enced a substantial flight of doctors from
her shores, apparently leaving for lands
with less redtape and greater oppor-
tunity to develop professional skills. It

is interesting to note that a number of
these emigrants from Britain settled in
Canada, where having experienced gov-
ernment control of the practice of medi-
cine in Britain, they are protesting a
similar move in Saskatchewan Province.
In March 1962 a British consultant in

medical economics and health services,

Dr. John R. Seale, reported:
Since 1948 unusually large numbers of

graduates of the medical schools of Great
Britain and Ireland have registered for prac-
tice abroad. It Is apparent that the majority
have remained overseas and should be re-

garded as medical emigrants from Britain.

I am informed some 600 British doc-
tors seek careers abroad every year.

On the other hand, Dr. Seale found a
rapidly rising number of doctors enter-
ing England from Spain, Yugoslavia,
Syria, and many other countries. He
noted that

—

In 1950 only 53 posts in hospitals were filled

by foreign doctors; 1953, 498; and in 1960,
1,701. Increasingly, the medical staff of
hospitals is a rapidly shifting labor force
recruited from abroad, a characteristic
symptom of an economically depressed
occupation.

Many foreign doctors are in England
only temporarily for training and so will

not replace the hundreds of British doc-
tors seeking to leave Britain each year.

Thus, Madam President, there appears
to be a very strong correlation between
the advent of socialized medicine and
the departure of British doctors.

Dr. Seale reports that, with the excep-
tion of Soviet bloc countries, no nation
in the world has a system of medical
care so fully socialized as England. The

system is keyed to the hospitals whose
physicians are appointed by the Govern-
ment. This in turn controls medical
practice, for no doctor can enter private
practice in England until he has been
appointed to the staff of a hospital.

Because costs skyrocketed the first

year in Britain, an economy policy was
invoked. Dr. Seals said:

This policy has not only given us inferior

hospitals and equipment, it has also squeezed
the incomes of those who work in the health
service.' It Is easy for the Government to
decrease real incomes of health workers for
they rarely strike or complain * * * As
most (health service) expenditure is on peo-
ple, an effective way of obtaining economy
is either to employ fewer people or to pay
them less.

Another startling and shocking fact
about the impact of socialized medicine
in Britain is that, since its inauguration,
only one new hospital has been con-
structed. This is a truly shocking sta-
tistic, especially when we consider that,

here in the United States during this
same period of time, under our private
system of medicine 724 new hosiptals
were built.

Today in England patients must wait
weeks, except in extreme emergencies,
before they can be admitted to hospitals.
Some have been on the waiting list as
long as 3 years to get into one London
hospital.

Is this what we want in America? If

not, then we must steer clear of Federal
Government administration and control
of medical practice.
There are indications medical stand-

ards have declined in Britain under com-
pulsory government medical care.

Is this what our elderly citizens want?
Is this what most Americans of any age
want? I think not.

Let us consider some other possible ef-
fects of instituting compulsory Gov-
ernment health insurance. The Govern-
ment will inevitably branch out to
control medical research and drugs.
There is already a move in the Congress
to eliminate patent protections from de-
velopers of new medicines and drugs. Is

this wise? Experience of other nations
that do not offer strong patent protec-
tion as America does show how develop-
ment of new drugs has lagged.
In America, for example, where we

have strong patent protection, there have
been 60 drug discoveries since 1940. In
Great Britain, France, West Germany,
and Switzerland, with a combined popu-
lation almost as large as the United
States, but where patent protection is

moderate, only 29 drug discoveries oc-
curred since 1940.

But in Italy, which gives no patent pro-
tection, not one new drug has been de-
veloped in this same period of time.
Inestimable numbers of Americans are

alive today only because of drugs and
antibiotics developed over the past few
years.
Our private system of medicine, to-

gether with patent protection, is serving
the American people in excellent fashion.
We would be foolish and shortsighted to
inhibit, restrict, or interfere with the
progress of this system.

Indeed, even without the proposed
Government health insurance program

demand for medicine, serums, vaccines,
for services of physicians, dentists, hos-
pitals, nurses, and nursing homes appears
destined to grow by leaps and bounds
with our rapidly expanding population.
Some facilities are already over-

crowded and, if the Anderson-Javits plan
is adopted with its emphasis on hospitals
and nursing homes, these facilities will

bear an even greater burden.
A few days ago the distinguished jun-

ior Senator from Louisiana [Mr. Long]
pointed out that the experience of Lou-
isiana shows that patients remain in
Government hospitals 50 percent longer
than in private hospitals. If this is the
pattern nationwide our hospitals would
experience tremendous overcrowding.

Personnel shortages will be accentu-
ated if present trends continue and this
situation will worsen if compulsory Gov-
ernment health insurance is forced upon
our medical system.

For 30 years the supply of dentists has
been falling behind population growth in
America. In 1930 there were 59 dentists
for each 100,000 people. Today there
are 43 per 100,000. Dental schools now
turn out about 3,200 graduates a year.
By 1975 the United States will need 6,000
dental graduates each year, requiring an
estimated 22 new schools.

Official estimates show there are about
261,000 licensed physicians in the United
States today. That works out to 1 phy-
sician for each 760 people. About 7,500
new physicians are produced each year
in America, less than the demand. By
1975 we will need 11,000 medical grad-
uates a year, requiring 20 to 24 new
medical schools.

The supply of nurses is also declining.
It is estimated 300 nurses are needed per
100,000 population. The actual ratio to-

day is 257 per 100,000. At the present
rate of training, we will have only 246
per 100,000 by 1975.

The question arises : Where are we go-
ing to get enough doctors, dentists, and
nurses to serve our people?

Will compulsory Government health
insurance increase the supply?

It is very doubtful. In Britain, for ex-
ample, there was 1 doctor for every 877
persons in 1947, the year before their
compulsory government medicare pro-
gram went into effect. Ten years later,

the ratio had declined to 1 to 1,149 per-
sons.

Certainly, we in the Congress ought
to avoid like the plague any move that
might result in further shortages of
these skilled persons. On the contrary,
we ought to be encouraging the training
of more doctors, more dentists, more
nurses, more technicians.

Should a compulsory government
health plan be instituted in America, it

is doubtful there would be any wholesale
exodus of doctors, for there are not
many places to emigrate. What is

more likely is that our supply pipeline of

future doctors and other medical per-
sonnel would dwindle to a mere trickle.

The incentive for young men and women
to pursue medical vocations would
evaporate. The prospect of working
under the direction of government
agencies is anathema to most of them.
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Nation's Business reported in June
this year that its recent survey of stu-

dents in 17 public and private medical
schools throughout America revealed

:

Greater Federal activity In health care

would cause many young Americans to

abandon the study of medicine. Others
would leave the United States after gradu-
ation to practice in countries where the
physician has more freedom.

Nation's Business interviewers con-
cluded :

Medical students overwhelmingly oppose
proposals for providing medical care for older

citizens under the social security sys-

tem. » * *

Students by a margin of more than five to

one, say they would be less enthusiastic
about entering the medical profession if

health services were eventually nationalized
as they are now in Great Britain.

With that indication that future doc-
tors do not relish the prospect of prac-
ticing medicine as Government employ-
ees, let us see whether prospective pa-
tients have a preference for Government
doctors or their own private doctors.
Experience under the dependent medi-
care program of the Defense Depart-
ment is most enlightening on this point.

When this program first went into ef-

fect, dependents of our uniformed mili-
tary personnel were given the option of
using military facilities at no cost or
private facilities and private doctors at
a nominal fee with the Federal Govern-
ment paying the entire balance of costs.

What was the result? The depend-
ents overwhelmingly elected private doc-
tors and private hospitals. So great was
the rush to private doctors and medical
facilities, that the costs of the program
mushroomed far beyond first estimates
and many military medical facilities had
so little business their doctors were not
getting adequate practice.

Congress, in fact, had to insist on re-
strictions in the dependents medicare
program so that military medical facili-

ties would not stand idle and so that
military doctors would have some
patients to care for.

In the relationship of a patient to his
doctor, confidence is a big factor. Un-
der socialized medicine, as in Britain,
the patient may not select his doctor in
the hospitals. There the doctor is as-
signed. Here in America, I believe the
American people do not want a doctor
assigned to them. They want to choose
their own doctor.

In all conscience I could not vote for a
measure whose ultimate destination is

socialized medicine as surely as the sun
rises and sets every day.

The junior Senator from New Mexico
[Mr., Anderson] and the senior Senator
from New York [Mr. Javits], for both of
whom I have great respect and admira-
tion, do not believe their plan will lead
to socialized medicine. I will agree that
the plan embodied in their amendment
is not in itself socialized medicine. But
I do believe that their plan is the first

step toward socialized medicine for all

the American people of all ages.

Madam President, in conclusion, may
I say that all of us want our elderly cit-

izens to receive proper medical care.

As the senior Senator from Colorado
[Mr. Allott] stated so eloquently and
movingly last week

:

None of us is insensible to the needs of

our senior citizens. All of us are gravely
concerned regarding the problems of those
who arrived on this earth before us and to
whom we owe so much. We who are their
sons and daughters have benefited from their
labor and sacrifices on our behalf. They
provided for us in our early years with the
sweat of their brow; they watched over us
and they guided us; they nursed us through
our illnesses in the far watches of the night
and through dark hours of despair. They
saw to our education to the best extent of
which they were capable, doing without in
order that we might have advantages which
they to a large degree could not afford
themselves.
Even those who were childless were joined

with our parents in achieving the scientific

breakthroughs, the medical progress, the en-
gineering marvels, the great strides in trans-
portation, in education, in every phase of
our modern life, so that we came into a life

of advantages far greater than they them-
selves had enjoyed.
Who are the elderly of today but the work-

ers, the scientists, the engineers, the teach-
ers, the ministers of yesterday? And now,
as they reach their sunset years, and as
others reach them tomorrow, next year, and
the years to come, their security and dignity
is on our conscience. Now in the twilight of
their years, some of our senior citizens are
in need of assistance, and it is and will con-
tinue to be the responsibility of all of us
to see that they get it. We must see to it

that they enjoy their remaining years in
peace and dignity, not as wards under the
benevolent despotism of an all-powerful
Federal Government, but as free citizens able
to live their own lives in gracious fulfillment

(p. 12370, Congressional Record, July 11,

1962).

The Congress must take care not to
set in motion programs that will reduce
the quality of medical care in America
or that will result in a shortage of doc-
tors and nurses or that will discourage
medical research.
That would be a disservice to old and

young alike.

The Anderson-Javits social security
health insurance plan falls very short
of meeting the medical care needs of our
elderly citizens. Moreover, it would in-
evitably lead to compulsory Government
health insurance for Americans of all

ages. The report of the White House
Conference on the Aging stated point-
blank:
Compulsory health care inevitably results

in poor quality health care.

I cannot believe the American people
want the Congress to approve a program
which may well jeopardize medical
progress, which may deter young men
and women from entering the difficult

and arduous medical profession, which
may discourage construction of hospi-
tals and other medical facilities, which
may put an intolerable burden on the
working men and women for a national
problem that should be solved on a na-
tional basis by all the taxpayers.

Therefore, I oppose the pending An-
derson-Javits amendment.
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PUBLIC WELFARE AMENDMENTS
OF 1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.

LET US NOT SOCIALIZE MEDICINE

Mr. LONG of Louisiana. Madam
President, I rise in opposition to the
Anderson-Javits amendment.
Some of my reasons for opposing this

proposal for providing medical care to
the aged go to the specifics of the pend-
ing proposal. But more basically, I op-
pose the Anderson-Javits amendment
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because I strongly believe that it is

wrong in fundamental concept.

First, let us look to the specifics of the

measure.
Here is what it does:

First. It taxes practically everyone;

Second. It pays certain medical ex-

penses of persons over 65 years of age.

Now let us see what it does not do

:

First. It does not pay doctor bills;

Second. It does not pay the first $90 of

hospital bills;

Third. It does not pay for medicines

outside the hospital, nor for most other

outpatient care;
Fourth. It does not directly benefit

anyone under 65.

Madam President, here we have a

proposal that would tax people to pay
for a great amount of medical care

which many of them are well able to

provide for themselves without the help

of the Government or anyone else.

Under this proposal, in a large number
of cases we would be taking the butter

and eggs from the workingman's table

in order to provide medical care for

someone else, who has always been both

willing and able to pay his own medi-
cal bills. In many cases, the beneficiary

will be much better off than his bene-

factors.

This measure would prove to be a great

disappointment to aged people who, hav-
ing been told that the Government was
going to provide for their medical care,

would belatedly learn that only a frac-

tion of the bill was to be taken care 6*f.

But much more important than the
specific defects of the particular meas-
ure, Madam President, are the objec-

tions which have been raised to the

fundamental nature of this amendment.
In my judgment, this is the real sticky

point.
I, for one, am appalled at the pros-

pect of the giant tree which will grow
from this seed. If the Anderson-Javits
amendment becomes a law, we will have
taken the first step down a road from
which there will be no turning back.

What we will effect in this amendment
will be just the beginning. Next year,

without a doubt, we will be confronted
with proposals to expand the services

—

to provide more extensively for those al-

ready covered, and to extend benefits to

those not covered. Of course, this will

call for another increase in the social

security tax to pay for the expanded
services.

Sooner or later, probably sooner, we
would expand the services to include

doctor bills and outpatient care, includ-

ing drugs, eyeglasses, and even false

teeth. The program would be gradually
extended to take care of everybody's
medical expenses.

To finance such an all-encompassing
medical care program, the social security

tax would be so high that an average
wage earner, making about $5,000 a year
with three or four dependents and the
usual deductions, would find himself
paying more in social security tax than
in income tax.

By that time, taxes for social security
would exceed 20 percent of income. The
workingman would be paying more than
10 percent of his income toward retire-

ment and insurance against early death,
plus 10 percent of Federal medical care,
plus more than 3 percent for unemploy-
ment insurance, plus 20 percent for other
expenses of Government—defense, for-
eign aid, and so forth. Thus, the Federal
Government would be taking 42 percent
of the income out of the workingman's
paycheck before he ever sees it. Of the
remaining 58 percent, the State, county,
and city governments will be taking
about 10 percent, leaving the working-
man about 48 percent of his income with
which to feed, clothe, and house his fam-
ily, educate his children, and save some-
thing for the future, if that is possible.

Some of the tax I have mentioned is

a tax assessed against the employer.
However, the employer would be forced
to pass his tax along in the price of his
product to the consumer; so in reality

the workingman would be paying the so-
called employer's tax as well as the em-
ployee's tax.

Imagine that, Madam President. By
the time we get through with this cra-
dle-to-grave business, the average man
will have only about one-half of his in-
come to spend for himself.
We would be paying for a great

amount of doctor's services which are
presently being rendered free of charge.
My personal physician is a good ex-

ample of what I have in mind. He is a
cousin. He is the son of an old country
doctor. From his father he learned
that a doctor should treat everyone who
is suffering, whether he is able to pay
for it or not. He was also taught that
a doctor should treat without charge the
families of his fellow doctors in the vi-

cinity as they do the same for him. This
is set forth in the American Medical As-
sociation's code, "The Principles of
Medical Ethics." In addition, he was
taught that he should never sue to col-

lect his bill. My brother-in-law prac-
ticed medicine for a number of years in
the same tradition.

If socialized medicine is to come, these
doctors will be filling out Federal forms
and charging Uncle Sam for treating
each other's brothers, mothers, sisters,

and wives, as well as indigents—all of
whom they are now treating at no cost

today.
As taxpayers, we will be paying taxes

to finance a great amount of presently
free service. Why do the doctors object?
They would be making more money.
They object, first, because they prefer

private practice to working for the Gov-
ernment.
Second, they object to the compulsory

uniformity which would result.

Third, they object to filling out forms.
Fourth, they object to having Federal

bureaucrats prescribe—as will inevitably

happen—the way in which they admin-
ister treatment to their patients.

Fifth, they object to attending meet-
ings to discuss salary schedules, mini-
mum and maximum fee arrangements,
retirement benefits, annual leave, sick

leave, disability benefits, and so on, all

of which are presently a doctor's own
private business to handle as he sees fit.

Louisiana has been described as the
Welfare State. More than one-third of

State expenditures are for the purpose of

improving the public welfare. Federal
aid provides most of the money, but
there are a number of things that we
do for the people without Federal aid.
Until recently, we had no Federal aid
whatsoever for hospital care. Yet about
half of the hospital days spent in the
State were spent in the State hospitals,
at no cost to the patient.

I have been through many of the
State's hospitals; they are magnificent
structures of brick and stone, steel and
iron, with banks of high-speed elevators
and gleaming, shiny floors of terrazzo
tile.

In many instances, the State hospitals
are more modern and better equipped
than private hospitals in the same cities.

Even in small cities the State pays doc-
tors or other hospital owners to set aside
a number of beds for patients who are
unable to pay. The State has free am-
bulances in every parish to carry the
emergency cases to hospitals, and to
move the sick to and from the State
hospitals.

It is interesting to note that the av-
erage patient stays about 50 percent
longer in the State hospitals than in pri-
vate hospitals. This is easily explained.
When a wealthy woman, a patient in a
private hospital, is able to be moved, she
will go home; a nurse will go with her, to
care for her until she is fully recovered.
This reduces the cost to the patient, and
places her back among her loved ones.
On the other hand, when the average

woman who has been a patient in a
State hospital is discharged and goes
home, there is no one there to look after
her during most of the day. She can-
not afford a private nurse, so she stays
in the hospital until she is able to take
care of herself.

Madam President, it is not considered
remarkable by anyone concerned that
the woman who has been treated in a
State hospital has, during her entire
stay, been the beneficiary of treatment in
every respect equal to that provided for
the private patient.

In the case of a patient in the New
Orleans Charity Hospital, for example,
the excellent doctors of the Louisiana
State University and Tulane University
medical schools will have performed
with their usual high degree of compe-
tence. These men are teachers at these
medical schools. They are, in the na-
ture of their function in training future
doctors, completely educated to all the
latest developments in medical science.

The point of all this is that, under the
pending proposal, the taxpayers of
Louisiana would be paying a lot more
to the Federal Government in order to

pay for a great many things which they
are already receiving at no cost, and for

a great number of medical services that
the patient would not buy if he were
paying for it himself, even though well

able to do so.

Madam President, much of the criti-

cism which has been directed at the
Anderson-Javits amendment goes to the
proposed method of financing. The
measure would be financed through in-

creased social security payments.
Let us look further at some of the

effects of doing this. At present, the
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workingman is paying in social security

taxes 3Ya percent of his annual income
up to $4,800. This is not counting the
one-quarter percent that the Anderson-
Javits amendment would add. The
amendment would also raise the maxi-
mum taxable earnings base to $5,200.

Under recently approved increases, by
1968 the workingman will be paying 4%
percent. The medical care percentage,

if approved, will doubtless have in-

creased at least that much.
In addition, his employer would be

paying an equal amount, and the em-
ployer would find it necessary to pass

the cost along in the price of his product.

The consumer, being the same as the

workingman in many instances, would
therefore be paying about 10 percent of

the payroll for social security purposes
in 1968.

As the social security system now op-
erates—and the inevitable increases will

amplify this factor—the lower wage
earners will pay at an increasingly dis-

proportionate rate in order to receive the

same benefits as their wealthier fellow

contributors.
A regressive rate structure is and will

be particularly unfair to the lower in-

come brackets, because they obviously

are spending practically all of their in-

come on basic necessities, while those in

the upper income levels spend less and
less of their total Income on such essen-
tials. Yet the poor man must pay a
considerable portion of his already ear-
marked funds just to be medically pro-
tected as well as wealthier people who
may waste more in a year than a poor
man earns.
Prom the viewpoint of a true Socialist

this is not alarming, for the reason that
eventually Government will be required
to tax away most of what everyone re-

ceives, whether he is rich or poor.
Therefore, it makes little difference to

the Socialist whose property or posses-
sions goes first. Most of it will have to

go sooner or later if socialism comes.
Yet it makes a great deal of difference to

those of us who believe in the more
ancient tradition of self-reliance, private
property, private practice of medicine,
and in going to the Government only
when we cannot find the answer for

ourselves.

It seems to me that the people are
becoming more conscious of this point,

judging from the public opinion survey
compiled by House Members in their dis-

tricts and recently reported in the Con-
gressional Record. Of 52 polls, includ-
ing 615,284 responses, 33 opposed use of

the social security mechanism to finance
health care for the aged, and only 19

favored it. While these results differ

from those of the recent Gallup count,
they tend to confirm my belief that the
number of people supporting the An-
derson-Javits approach is dwindling.
The opposition of the doctors of this

Nation to the social security approach
to a medical care program for the aged
has been no secret. Doctors have come
in for no end of criticism because of their
opposition. Much of it has been highly
unfair.
In fact, it has been my impression that

much of the propaganda in behalf of
compulsory medical insurance comes

alarmingly close to the familiar Com-
munist line. The person whose business
is about to be nationalized is described

as an evil sort—corrupt, insensitive to

the needs of humanity and society, un-
willing to recognize the just demands of

the public. For such reasons, it is con-
tended that he is not to be permitted to

continue the private management of his

business.

It has been my impression that the
doctors of my State render somewhere
between one-fourth and one-third of
their services without pay. Most of them
who are wealthy have made much of

their wealth by investing money that
they have saved out of their income,
just as is true of most successful lawyers
and other professional people. There is

absolutely no basis for the kind of crit-

icism doctors have received, if we want
to be fair about the matter.
As one who supported the Kerr-Mills

amendment, it is my judgment that we
have already gone a long way when we
help the States to provide medical care
for persons unable to pay their own med-
ical bills. Undoubtedly the number of

aged persons who will require assistance
will increase. Yet if we are successful

in increasing the income and opportuni-
ties of our people, there should be an
ever greater proportion of persons both
over and under 65 who should be able

to pay for their own medical expenses
in the future.

The Kerr-Mills approach will, in my
judgment, prove adequate. It will ac-
complish everything which could be done
through the social security approach,
and more. Most important, Kerr-Mills
will not lead to the kinds of evil effects

I have undertaken to describe.

The inevitability of these evil effects is

the really crucial point. The Anderson-
Javits amendment is a big step on the
road toward socialism.

Many meritorious bills have in the past
been opposed with the cry of "socialism."

Madam President, I am not frightened by
name calling. It does not impress me to

have anyone to shout that something
is socialistic, communistic, fascistic, re-

actionary, or any other such slogan.

It has been my policy to judge meas-
ures entirely on their own merits. But I

wish to make it crystal clear that I am
unalterably opposed to socialism in the
true meaning of the word. At the same
time, I have complete disdain for those
who seek to avoid proper regulation of

privately owned utilities in the name of

socialism, or who seek to create monopoly
and stifle competition with the cry of

"socialism."
Such persons remind me of the boy

who cried "Wolf" too often. That is not
the case with this proposal.

Let us make no mistake about it.

When we look at the Anderson-Javits
amendment, we are not staring at a sweet
old lady in bed with her kimono and
nightcap. We are looking into the eyes
of the wolf that ate Red Riding Hood's
grandma.
Once we pass this intersection, there

will not be another place to get off the
highway for 50 miles.

Once we agree to pay the medical ex-
penses of everyone over 65, whether he

needs it or not, we are locked in a trap.

We cannot refuse to extend the same
principle to eliminate the $90 deductible
feature. We cannot refuse to extend
hospitalization beyond 90 days. We can-
not refuse to do the same thing for every-
one who appears to be disabled. Nor can
we, with the slightest degree of human
charity, refuse to do the same thing for
everyone who is truly unable to pay his
own doctor, hospital, nursing, and drug
bills.

This is truly a foot-in-the-door meas-
ure, carefully drawn to wedge the door
so far open that it cannot be forced
closed again.
Adopt this measure and it will never

be possible to stop its progress before
you have 10 million people daily in hos-
pital beds under treatment, convalescing
and resting with more than 10 percent
of your work force devoted to their care
on a full-time basis.

Adopt this amendment and we will

overflow every hospital in America with
cases, many of which should be in their
own homes under the care of their
families and relatives. Already that re-
sult is being achieved in Louisiana un-
der the Kerr-Mills law. Once you take
the position that everyone over 65 is en-
titled to 90 days of hospitalization at
Government expense, many of the aged
will make their plans to spend their
summer vacations in the hosiptal, while
their sons and daughters take the
grandchildren away for their vacation.
Some of this sort of thing is happen-

ing already. Hospitals will become
social clubs, with the corridors, waiting
rooms, and wards crowded with people
who have no crowded need of hospital
care by present-day standards.
In Louisiana our own experience

proves that a patient stays 50 percent
longer in the hospital when the Govern-
ment is paying the bill.

This represents a 50-percent penalty
on taxpayers as a starting point, not to
mention the cost of middlemen, such as
tax collectors, investigators, Federal
standard providers, regulators, and so
forth.

As stated by the senior Senator from
Oklahoma [Mr. Kerr], I would be will-

ing to vote for any taxes and appropria-
tions necessary to care for those who are
unable to care for themselves. I am
not willing to vote for taxes and appro-
priations for medical care for those who
can and should provide it for them-
selves.

In summary, Madam President, the
Anderson-Javits amendment should be
defeated for a number of reasons.

Insofar as it provides medical care for

persons unable to pay their own bills, we
have a number of measures at the State,

Federal, local, and private levels which
are already capable of meeting this

problem. Beyond that point, the Ander-
son-Javits proposal would enormously
increase Federal expenditures to pay the
expense of people who should be pay-
ing their own medical bills. This is

something the Federal Government
should not do.

This proposal will increase by at least

50 percent the cost of providing medical
services by encouraging people to con-
sume medical attention of doctors,
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nurses, and hospitals—which services

have traditionally been provided by the
family.

Eventually it will result in much
greater evils.

It will heap upon the taxpayers' backs
the problem of paying for services which
doctors are presently rendering at no
charge to their relatives and to indigent
persons.

It will increase by more than 50 per-
cent the most of all medical services, in-

cluding the cost of doctors, by encourag-
ing the patient to stay longer in hos-
pitals rather than seeking his own early
release.

It will result in payroll deductions
which, together with State and local

taxes, will exceed 50 percent of a work-
er's gross income.

It will socialize one of our truly fine

professions and lead toward State man-
agement and control of others.

For these many reasons, this proposal
should be soundly defeated.
Mr. DOUGLAS. Madam President,

tomorrow the Senate will have its long-
awaited opportunity to vote on a pro-
posal to provide basic health care
protection for aged citizens. It is satis-

fying that the proposal on which the
major vote will come is the plan to pro-
vide financing under social security.

This is the sensible approach; and in its

rejection of the amendments in the
nature of substitutes, which were offered
last week, I believe the Senate has shown
that it regards social security financing
as superior.

Social security financing of health
protection for the aged is a system of

social insurance under which the costs
of protection would be spread over a
large number of persons, each of whom
would make small contributions over a
long period of time to pay for the insur-
ance. Like insurance against the bur-
den of disaster by fire, small contribu-
tions by the many can provide low-cost
social insurance against at least a part
of the burdens of the illnesses which
are the disasters of old age.

I hope very much that this proposal
will be discussed as health care, and that
the medical care name, which has been
held over from earlier proposals, like the
Porand bill, will be dropped. The ap-
propriate and accurate name for the pro-
posal is health care. It is unnecessarily
confusing to continue the habit of talk-
ing about medicare when physicians'
and surgeons* fees have been eliminated
from the plan.

I was somewhat amused by the com-
ments of the distinguished Senator from
Louisiana [Mr. Long], who in the first

part of his speech pointed out, correctly,
that the proposed plan did not include
medical or surgical care, but in the lat-
ter part of his speech insisted that this
was a socialistic medical provision. The
truth is that the proposed plan merely
provides for hospital care, nursing-home
care, and nursing in the home.
Mr. LONG of Louisiana. Madam Pres-

ident, will the Senator from Illinois
yield?

Mr. DOUGLAS. I yield.
Mr. LONG of Louisiana. I believe I

made my position clear that this is a

foot-in-the-door proposal. It is not a
good proposal, either, as far as it goes.

What it would lead to would be far
worse.

I hope the Senator from Illinois un-
derstood my argument. I do not expect
him to agree with it, but I hope he under-
stood it.

Mr. DOUGLAS. The argument of the
Senator from Louisiana reminds me of

Stephen Leacock's story about the man
who mounted his horse and rode off in

all directions.

Mr. LONG of Louisiana. The Senator
from Illinois well knows that he and other
Senators who agree with him on this

measure are already seeking amend-
ments to extend it to cover other fea-
tures which I covered in my speech.
Once such action is started, it will have
to be expanded to include service costs.

Congress will have to increase taxes un-
til all other phases of medical care are
covered.

Mr. DOUGLAS. Well, we can deal
with those issues when they come up.
But I have always thought the Senator
from Louisiana was right in the general
principle which he laid down; namely,
that we should not be deluded by ab-
stract adjectives, and we should con-
sider each proposal on its merits.

Mr. LONG of Louisiana. Yes; but I

also would say that when we find some-
thing which is as clearly a matter which
will require implementation as this one
is, we should be fair enough to admit it

in the beginning.

I am one of those who made the fight,

as a member of the committee, along
with the Senator from Illinois, to provide
Federal social security protection for dis-

abled persons over 50 years of age, but
there was never the least doubt in my
mind at the time that if we did that we
would extend it to those below age 50,

and, from my viewpoint, the day we voted
it through, I was ready to offer a pro-
posal to extend it to those below age 50,

because I think the proposal was basi-
cally sound.

So I hope the Senator from Illinois is

not supporting this measure without giv-
ing full recognition to the fact that it

will require implementation. It will re-
quire implementation in order to apply
it to more people and to have it provide
more services.

Mr. DOUGLAS. Well, I am not cer-
tain that that is the case. However, that
will be taken up when the issue arises.

I do not wish to tax the Senator from
Louisiana with being inconsistent, but
he has been a very persistent advocate of
permitting the veterans to purchase Gov-
ernment life insurance, and, therefore,
for the Government to enter into com-
petition with private life insurance com-
panies. He has been called a Socialist
for taking that position, yet the Senator
from Louisiana has not been afraid to do
it, because he believes in it as a correct
principle, and he believes that the provi-
sion of lower cost insurance for veterans
does not mean that it has to be extended
to the entire population.

Mr. LONG of Louisiana. Of course
that will not happen in connection with
my proposal for such insurance.

But I really do not believe that the
Senator from Illinois is in douot that
this proposed program will be extended,
because if it is enacted into law, cer-
tainly it will be extended until it covers
everyone's medical bills. Of course, the
Senator from Illinois also knows that the
prime mover behind this has been a very
able man by the name of Cruikshank,
who formerly was with the Department
of Labor, in the old social security days,
when it first began, and presently is as-
sociated with the AFL-CIO. There is no
doubt as to how Mr. Cruikshank feels
about this matter. He feels that this
program should cover everyone's medi-
cal insurance.
Mr. DOUGLAS. But Mr. Cruikshank

is not making the decision for the Sen-
ate, although, as the Senator from
Louisiana has said, he is a very able and,
I believe, a devoted man.
But why not vote on this measure in

the way the Senator from Louisiana does
on most measures; namely, consider it

on its merits, and if thereafter other
questions or issues arise, consider them
on their merits.
Mr. LONG of Louisiana. I have made

clear to the Senator from Illinois, I
think, that I am opposed to this measure,
both for what it is and for what it might
mean.
Mr. DOUGLAS. The first part of the

Senator's statement is quite logical, but
it is not logical for him to include in
the same statement the second part

—

in other words, after criticizing the plan
for what it is, then proceed to criticize it

for what it may lead to.

Mr. LONG of Louisiana. I think it is

proper to do so, for the reason that some
persons have given the impression
throughout the country that this pro-
posal—and I state frankly that my posi-
tion is opposite that of the Senator from
Illinois—will take care of the medical
costs of all the people. Of course, it will

not do so.

Mr. DOUGLAS. And that is what I

am trying to clarify at the very begin-
ning. This program should be called a
program of health care for the aged, not
"medicare." That is why I include this
statement in my remarks. The program
is not a "medicare" program. It is a pro-
gram of hospital care for up to 90 days,
subject to a $90 deductible; nursing-
home care for up to 180 days; and nurs-
ing in the home for up to 240 days. That
is all it is—no medical care and no surgi-
cal care.

Mr. LONG of Louisiana. I believe
that the Senator from Illinois and I un-
derstand each other, although we do not
particularly agree as to how we shall
vote on this issue.

Mr. DOUGLAS. Madam President, as
one who has worked and hoped for many
years for the enactment of a funda-
mental plan of health care for the aged,
I want to warmly commend the junior
Senator from New Mexico [Mr. Ander-
son] for his dedicated efforts in develop-
ing and promoting his bill and for his
special efforts to work out in recent
weeks an amendment of wider accept-
ability and greater quality. Our expec-
tation might well have been that any at-
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tempt to give the Anderson-King bill a
broader base of support would weaken its

already conservative provisions. But
the happy fact is that the new measure
is distinctly superior with respect to
coverage, and the administration and
private option additions give every indi-

cation of being reasonable accommoda-
tions.

The fact that the new accommodations
are reasonable and superior is also a
mark of the fine leadership and humane
principles of the senior Senator from
New York [Mr. JavitsL His contribu-
tion to the proposal now before us is

massive; and his efforts in support of this

measure—both intellectual and in ad-
vocacy within his party—have been a
keystone of its progress.

Let me also say that, in my opinion, the
Senate is greatly in the debt of the senior

Senator from Michigan [Mr. McNamara] ,

who has provided us—through the Spe-
cial Committee on Aging, which he
chairs—with a comprehensive investiga-

tion of the needs of our aged people.

Without the excellent labors of this com-
mittee and its staff, we would not be in a
position to make an informed judgment
on this issue.

While I have some mild reservations
about certain aspects of the pending
amendment, I am confident of the sound
loyalty to principle of the Senator from
New Mexico, and I know that the com-
promise proposal he led in drafting ad-
heres to the basic legislative values es-

sential to the success of this program. I

am therefore proud to be a cosponsor of

this amendment.
The Record should be absolutely clear

that there have been reasonable efforts

to have Senate hearings on the Ander-
son bill, but that this was prevented by
the familiar partisan alliance. Senator
Anderson moved in the Finance Com-
mittee on January 31 that the commit-
tee hold hearings on the health care for
the aged bill by April 1, regardless of
what the House did.

The vote was 7 yeas to 10 nays. The
yeas were Senators Long, Anderson,
Douglas, Gore, McCarthy, Hartke, and
Morton; the nays were Senators Byrd,
Kerr, Talmadge, Fulbright, Smathers,
Williams, Carlson, Bennett, Butler,
and Curtis.
While committee hearings again this

year would have been preferable, the re-
fusal of a few members of the House and
of the Senate to let such hearings be
held should not be permitted to defeat
this important legislation.

At the same time it is correct to say
that this proposal, generally and quite
specifically, has been given thorough
study by Congress, not to speak of the
many private groups which have gone
into the various aspects of the proposals.
As the Senator from New York [Mr.
Javits] pointed out in his comments of
July 12, last Thursday, the printed rec-
ords of at least 10 congressional hear-
ings on this matter, held during the last
3 years, as well as 8 additional studies
and surveys, are available. And I may
point out that two full-scale Republican
substitutes to the Anderson bill were of-
fered—and defeated—last week. The
fact that these were offered can well be

taken as evidence that knowledge of the
health-care needs of the aged is wide-
spread and alternative ways of dealing
with them have been systematically pre-
pared and well understood.
THE GENERAL PROBLEM: NEED IS EVIDENT

The facts about the aged in this

country show that the need for the An-
derson bill is evident. They show, first,

that the number and proportion of the
aged have increased rapidly. More than
11V2 million people today are over 65
years of age. By January 1964, there
will be 17,877,000 persons over age 65
in the United States. In the decade
from 1950 to 1960, the aged population
grew by about one-third. In some
States—that is, Florida and Arizona—it

more than doubled. In 1900, only 1 per-
son in 25 was 65 or more; today, the pro-
portion is 1 in every 11. Of the 17V£
million, more than one-third are over
age 75. One million are over 85.

Second, the facts also show that the
aged have more serious illness and more
need for health care than do younger
groups. Those over 65 spend 3 times as
many days in the hospital each year
than do those under 65. The average
aged person has a 1 in 6 chance of going
to a hospital in any given year.
Chronic illnesses occur with greater

frequency at older ages. These affect the
activity of more than one-third of all

persons aged 65-74 and more than one-
half of those 75 or older.

In its 1962 publication, "The Health
Care of the Aged : Background Facts Re-
lating to the Financing Problem," the
Department of Health, Education, and
Welfare has reported thoroughly on the
question of need. I refer now to the
charts standing here, based on facts re-
ported in this publication from the U.S.
National Health Survey. Chart No. 1

illustrates the fact that persons aged to
64 years require annually 883 days of
hospital care per 1,000 persons; and per-
sons aged 65 and over require 2,332 days
of hospital care per 1,000 persons—or
almost 3 times as much.
Third, it is well known that hospital

costs have risen very greatly; compared
to the resources of the aged, they are
very great. Thus, annual costs per hos-
pital day increased from $9.39 in 1946
to about $36 in 1962.

It is also true that older couples and
older persons living alone have far less

income than two-person families with
the family head under age 65. For two-
person families with the head under age
65, the median cash income is $5,314;
with the head over 65 years, $2,530; for
aged persons living alone, $1,050.

Hospital stays are much more costly
for the aged. Of aged couples with one
or the other hospitalized, the total medi-
cal bill exceeds $500 in over half of the
cases. Only 5 percent of the bills in
these cases are under $200.

Fewer older people have their hospital
bills paid by insurance. Of hospital
charges with over three-fourths of the
bill paid by insurance, 54 percent were
for people under age 65 ; only 30 percent
were for people over age 65.

The average monthly old-age benefit
under OASDI is about $76 for those

on the rolls, and about $80 for those
coming on the retirement rolls.

Benefits for widows are considerably
lower on the average—about $58.
Old-age assistance recipients receive

an average of $72, of which about $58 is

in the form of money payments, and a
little over $14 is in the form of vendor
payments for medical care.
A recent survey of aged couples who

were OASDI beneficiaries showed that
their average net worth, exclusive of
equity in their homes was $1,300. The
average equity in their homes was about
$8,362—but not even the Kerr-Mills Act
requires the aged to sell their homes, to
provide health care.

With such low incomes, the aged can-
not afford the high premiums for pri-
vate insurance, particularly if they have
not continued a policy from a younger
age. For those over 65, a moderately de-
cent policy will cost at least $13 a month
or $156 a year—or $312 per couple.
Couples with income of $2,500 a year
cannot afford this; single persons with
$1,000 cannot afford it.

Under some private insurance policies,

benefits are terminable when certain
calamitous diseases are suffered, or are
reducible at a certain age, even if the
policy is paid up.

It bears repeating that those of«us who
support the Anderson amendment are
not criticizing the private insurance in-
dustry for doing a bad job or for not
wanting to do as much for the aged per-
son as they can. Rather, we are ex-
pressing our concern with the special
difficulties the private insurance indus-
try faces with respect to the aged popu-
lation's health-care needs and its

inadequate resources. We are saying
that we believe the Federal Government
can help to establish a sound foundation
plan for meeting the basic health-care
needs of older citizens, and that such a
foundation plan will work to the benefit
of the private health insurance industry,
as well as aiding the aged population.
We have good cause to believe that the
public foundation program will benefit
the private industry, for the experience
of this Nation with the social security
system has yielded just this result for the
private retirement and survivors insur-
ance industry.
The inadequacy of private insurance

to deal unassisted with the health care
needs of the aged is particularly worth
noting. A chief characteristic of the
aged is that not many older people are
part of a convenient occupational group
for health insurance purposes. Thus,
the only policies they can get are individ-
ual ones. But individual policies are
generally high in cost, and the return in
benefits is very low—an average of about
50 or 60 percent of the premiums
taken in. This compares to returns
in benefits of about 90 percent of
premiums for the best commercial group
health plans, 92.6 percent for Blue Cross
hospitalization plans, and as high as 97
and 99 percent for some independent
group plans. These are under the
United Mine Workers and Health Insur-
ance Plan, NW, respectively..

These facts make it quite clear that
for nearly all of the aged, with their low
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incomes and very high need for care, in-

dividual private plans are much too

costly.

With respect to present coverage un-
der private plans, health insurance for

the retired aged is held by all too few,

and for most of those who are covered,

the benefits are grossly inadequate.
Only 46 percent of all aged persons in

1959 had any kind of hospitalization in-

surance, according to a Public Health
Service survey. This contrasts signifi-

cantly with the 67 percent of the general
population which had hospital insur-

ance. Also, as the chart illustrates, the
insurance carried by aged people gener-
ally pays much less of their hospital

costs as compared with the population
under age 65.

Thus, of the aged persons discharged
from short-stay hospitals, three-fourths
of the bill was paid in only 30 percent of

the cases, while for persons under 65
years, three-fourths of the bills was paid
in 54 percent of the cases.

The health care needs of the aged and
the inadequacy of present provisions for

meeting them are well recognized. Only
the wholly doctrinaire person or the
indifferent and inhumane maintain that
no governmental assistance is necessary.
It only remains to spell out what basic
protections can reasonably be offered

and under what conditions.

BENEFITS UNDER THE ANDERSON BILL

With respect to health care for the
aged benefits, the Anderson amendment
provides a conservative minimum of
basic protection. To my knowledge, its

sponsors and supporters have never
claimed more than this. In fact, the
truth is that there has been a substan-
tial cutback on benefits from the orig-

inal proposals of several years ago, in-
cluding the elimination of physicians'
fees and the requirement of so-called
deductibles. Nonetheless, I believe the
present proposal is reasonable, and is de-
serving of support.

In summary, the bill provides that
payment would be made for these serv-
ices to covered individuals

:

First. Inpatient hospital services for
up to 90 days, subject to a deductible
amount—paid by the patient—of $10 a
day for up to 9 days, with a minimum
of $20; hospital services would include
all those customarily furnished by a hos-
pital for its patients; payment would
not be made for the hospital services of
physicians except those in the fields of
pathology, radiology, physical medicine,
and anesthesiology provided by or under
arrangement with the hospital, or serv-
ices provided by an intern or resident-
in-training under an approved teaching
program.

Second. Skilled nursing services—in a
hospital-affiliated skilled nursing fa-
cility after the patient is transferred
from a hospital, for up to 180 days.

Third. Outpatient hospital diagnostic
services, as required, subject to a $20 de-
ductible amount for .each diagnostic
study.

Fourth. Home health services for up
to 240 visits during a calendar year.
These services would include intermit-
tent nursing care, therapy, and part-
time homemaker services.

An individual could be eligible for up
to 90 days of hospital services and 180
days of skilled nursing facility services

in each period of illness, but subject to

a maximum of 150 "units of service."

A unit of service would be equal to: 1

day of inpatient hospital services or 2

days of skilled nursing services.

The basic public plan provides for pay-
ments to medical facilities for services

rendered to eligible individuals, and an
individual may "choose" to rely solely on
these benefits provided in the bill. Of
course, the "choosing" will more likely

be an economic necessity for a great
many.
But for those who can, an individual

may choose to subscribe to or continue a
private insurance policy or membership
in a prepayed group plan which offers

medical, surgical, or other benefits in
addition to the benefits provided in the
public plan. Under this option, no
premium would be charged for the public
plan protection, but the public plan
would reimburse the private carrier for
services rendered under the public plan
protection.
In addition, under the Javits amend-

ment adopted last Thursday, an indivi-

dual would also have the option of choos-
ing a group or nonprofit plan providing
a 45-day hospitalization benefit with no
deductible charge.
Again I want to congratulate the Sen-

ator from New York [Mr. Javits] and
the Senator from New Mexico [Mr. An-
derson] on their fine and extensive ef-

forts which have produced this adjusted
formula acceptable to a large number
of Senators. I endorse this formula of
basic benefits as a reasonable proposal,
but I do have some general reservations
about two aspects of this which I shall
discuss in a moment.

COVERAGE

The authors of the Anderson amend-
ment deserve praise for their action in
bringing, into coverage for aged health-
care benefits the 2Y2 million persons not
now under social security. Indeed, it is

the principal irony of the attack against
the Anderson proposal that its main re-
sult has been an enlargement of cover-
age. The AMA originally tried to have
it both ways—to claim, on the one hand,
that the Anderson-King bill was too rad-
ical a departure from accepted prin-
ciples; but to say on the other hand that
the proposal was a "sham" and a false

promise because it did not include those
who were outside the social security sys-
tem. Even without the blanketing-in
provision, the social security approach,
with its promise of nearly 95 percent
coverage in a few years, would have been
by far the best approach.
But in the Anderson amendment we

have gone the "extra mile" of humane
planning. Now. at the outset of the
program, there will be complete cover-
age of the entire aged population.

FINANCING

Probably no aspect of social security
financed health care for the aged has
been so misunderstood—or intentionally

misrepresented—as the increases in so-
cial security taxes required to support
the program. The variety and audacity
of some of the allegations made about

cost have been simply amazing. Under
the pending amendment, of course, there
are two cost coverage proposals. First,

there is the increase in social security
contributions for the approximately 15
million persons covered under social se-
curity and railroad retirement. Actu-
arial experts of the Department of
Health, Education, and Welfare last year
reviewed the financing provisions and
have suggested changes which will in-
sure that the full costs of the plan will

be covered. While their previous esti-

mates on hospital care costs were reaf-
firmed, new conservative assumptions
about the costs of nursing home and
home health care services made the re-
visions necessary. Under the Ander-
son amendment, the contributions made
for health care for the aged would be as-
signed to a trust fund entirely separate
from the social security trust funds.
This would make sure that complete in-
formation about the actuarial soundness
of the new system will be available.

It is. estimated that the health care
benefits now described in the Anderson
amendment will have a long-range cost,

on the so-called percentage of payroll
basis, of 0.34 percent of payroll for em-
ployee and 0.34 percent of payroll for
employer.

This cost will be met by first, an in-
crease for the employee—matched by the
same increase for his employer—of one-
fourth of 1 percent in the present social
security tax; and an increase of three -

eighths of 1 percent for the self-employ-
ed; and second, an increase to $5,200 in
the present taxable base of $4,800.

These increases in the social security
tax on the employee's earnings will yield,

in new contributions, $27.50 from the em-
ployee who makes $5,200 or more a year.
The contributions by employers will be
equal to this, and those who are seif-

employed will pay iy2 times as much.
EXPLANATION

First. The present rate of the social
security tax is 3% percent. Applied to
the $400 of increased tax base, this will

yield $14.50

Second. The new one-fourth of 1 per-
cent applied to $5,200 will yield $13.
Total will be $27.50.

These increases will, for the individual
making $5,200 a year or more, increase
his employee contribution to all three
social security accounts—old-age and
survivors insurance; disability insur-
ance; and aged health care—from the
present $174 to—in 1964—$201.50.

But it is important to note that this

increase of $27.50 has a dual purpose:
First, to pay for the health care for the
aged program; and second to improve
old-age, survivors, and disability insur-
ance benefits. Of the $27.50, only $17.68
goes to the aged health care account.
The difference of $9.82 is necessary to pay
for the increases in maximum OASDI
benefits when the taxable base is raised
from $4,800 to $5,200. This increase in

regular social security benefits is desir-

able because of recent cost-of-living in-

creases which were taken account of last

year when the minimum benefit was in-

creased by $7. Under the administra-
tion's proposal, the maximum benefit
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similarly would be increased by $7, and
the $9.82 would pay for this.

While the maximum in new employee
contributions for health care for the
elderly will be $17.68, not all will pay
this much. In 1961, of all covered work-
ers—including the self-employed—68

percent earned $4,800 or less. Of the
male "four quarter" workers, 45 percent
earned $4,800 or less.

Thus, roughly one-half of all covered
workers will pay not more than $12 a year
or about $1 a month for health care pro-
tection after age 65, and roughly one-
half of all covered workers will pay up
to a maximum of $17.68 a year or less

than $1.50 a month.
Some confusion has resulted because

of already enacted social security tax in-

creases which will go into effect between
now and 1968. These are the facts.:

First. Including these already enacted
increases, the employee now making
$5,200 or more will pay in 1968 $31.50

more a year than he now pays, if the
King-Anderson bill with administration-
recommended financing is enacted.
The social security tax on employees is

now 3% percent; in 1966, including King-
Anderson it would be 4% percent; by
1968, with King-Anderson it would be
4y8 percent.

Second. Of this $31.50, $17.68 will go
to the health-care-for-the-aged account.
This is the same amount as would be
paid for this purpose in the first year
the King-Anderson bill would take effect.

All the automatic increases scheduled to

go into effect by 1968 under present law
($13.82 maximum per employee) will go
for old-age and survivors insurance and
disability insurance benefits.

Thus, under the benefit program pro-
posed in the Anderson amendment, there
should be, according to the best expert
advice, no increase in social security
taxes above the initial maximum of

$17.68 a year to pay for the health-care-
for-the-aged program. The average em-
ployee will pay for this protection, in

1964 and in 1968, a little more than $1 a
month. This low cost is possible under
this program of social insurance because
the employee and employer will be pay-
ing in small amounts over a long period
of time and because a very large number
of people, including both good and bad
risks, will be participating.
For covering the uninsured group of

2y2 ' million aged persons who are to be
"blanketed in," the gross cost for 1964
is estimated at $250 million.

It is estimated that this would be par-
tially offset by "savings" of medical pay-
ments under existing programs of
roughly $200 to $225 million.
The figures of the Committee on the

Aging give an estimate, for 1964, of $228
million in savings as follows: $127 mil-
lion under Kerr-Mills MAA; $41 million
under old age assistance medical care;

$60 million, veterans.

Under this estimate the savings would
be distributed with respect to Federal
and State-local expenditures, as follows

:

$145 million Federal total; $72 million
MAA—Kerr-Mills ; $13 million, OAA;
$60 million, veterans; $83 million, total

State and local; $55 million, MAA; $28
million, OAA.

It is also important to note that there
would be substantial reductions in State
and local aged medical care expendi-
tures—other than for mental and TB
hospital care—under other State and
local programs. The States and local

governments spend annually about $200
million for programs outside the fed-
erally assisted programs.

Thus, the blanketing in of the 2V2
million persons would have a probable
net additional cost of roughly $25 to

$50 million if these savings are taken
into account. It is not claimed that the
above estimates are precise. They are,

rather, approximations which may have
a considerable margin of error. But
there would be appreciable savings.

SOCIAL SECURITY FINANCING IS BOTH LOGICAL
AND ECONOMICAL

Financing the basic part of this pro-
gram of health care protection for the
aged through the social security system
is both logical and economical.

First. Social security financing is the
best way of assuring the development of

the principle we are trying to establish:

spreading the cost of protection over a
very large number of persons—about 73
million earners and their employers con-
tribute each year—each of whom makes
a small contribution over a long period
of time.

Second. The coverage will be nearly
universal, under social security, in a few
years. Ninety-five percent of the aged
persons in the Nation will soon be cov-
ered under social security and railroad
retirement. Of course, with the blanket-
ing-in provision of the Anderson amend-
ment, all aged persons not covered under
these retirement benefit systems will

immediately have the same health care
protection as those covered for social

security retirement benefits, and this will

be paid for by direct appropriations. Of
course, the net cost of this extended
coverage will be reduced as more and
more persons come under social security.

Third. The social insurance approach
has the advantage of being a tried and
effective method in which we can have
confidence.

Fourth. People become eligible for pro-
tection by working and by paying in

small amounts while they are working.
So payments for protection are made
when the individual can best afford to

pay, rather than during the period of

sharply reduced income in later life.

Fifth. Social security benefits are paid
as a matter of earned right, regardless of

income from savings, investments, and
other retirement benefits; so the worker
is not discouraged from supplementing
his basic protection with whatever other
protection he can afford. What can be
more sound or more American than thus
encouraging each worker to meet his
needs beyond the basic protection, to the
degree he is able to do so?

Sixth. The worker, himself, pays for
his health-care protection in later life.

Somehow, opponents of social security
financing seem to have lost sight of this

basic fact that the Anderson plan is a
self-paid one, not a gift of benefits from
the general taxpayers. The presently
retired population covered under social

security will, of course, receive protec-

tion without having paid into the health-
care account, but they have been paying
into social security for retirement and
disability benefits. This immediate ex-
tension of coverage is, in fact, one of the
chief advantages of the social security
plan. It provides that an improvement
in meeting today's problems can be
extended to those who meet the require-
ments through previous covered work by
charging a small additional social secu-
rity contribution for those now working.
Benefit increases and other new bene-
fits, such as disability benefits, have been
passed on immediately to those who meet
the requirements. This principle is fol-

lowed with respect to civil service and
Armed Forces retirement benefits, as
well as in social security. I believe that
younger workers approve of this ap-
proach and are willing to pay the small
additional contribution in order to pro-
vide a more secure life for their parents.
In general, I believe, they approve having
all the younger families share in the
health costs for the aged, so that the
burden of catastrophic illness does not
fall wholly on individual families.

Seventh. Using the payroll tax to
finance the program permits easy ad-
justments in contributions, to meet cur-
rent levels of living and current prices,-

and provides for an automatic increase
in contributions as the worker's income
increases up to the taxable maximum.
Eighth. Since the method of collection

is automatic, collection costs are low and
there is no selling cost as under private
insurance. Collection, administrative,
advertising, and profit costs for indi-

vidual hospital insurance policies come
to over 40 percent, while for group plans,

the overhead costs are usually about 10

or 12 percent. Under social security,

with its automatic and established col-

lection procedures, the overhead admin-
istrative costs will be only about 3

percent. This is a remarkable and
extremely important fact: administra-
tive costs will be only about 3 percent.
So both logic and economy are served

by the social security financing system.
Without doubt, the private option as-

pects of the revised Anderson bill will

result in some increase in overhead costs,

but the principle of keeping these to a
minimum is best protected by adopting
this method of financing through social

insurance.
BENEFITS TO PRIVATE INSURANCE

I want to repeat that these superiori-

ties of social insurance for the aged over
private insurance are not meant as a crit-

icism of the private insurance industry.

I have outlined these superiorities

merely to show the great problems which
private insurance faces with respect to

this most needy group, the aged.
Adoption of the Anderson proposal

will, indeed, be a boon to the private in-

surance industry. When social security

was established 27 years ago, its oppo-
nents charged that it would seriously

handicap the development of private

pension plans and annuities. Of course,

it has become thoroughly clear to every-

one that the private industry has been
in fact stimulated by social security.

The facts are that between 1940 and
1960, the number of workers covered un-
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der private pension and deferred profit-

sharing plans increased from 4 million

to 22 million and the. number of annui-

ties in effect increased about 1 V2 million

to about 6 million. In the same period,

the benefit value of life insurance in

effect grew from $115 billion to $586

billion—an increase of more than five

times. Life insurance per family grew
from an average of $2,700 to one of

$10,200—an increase of about four times.

This encouragement to private indus-

try was not an accident. By providing

benefits paid without regard to the sup-
plementary protection a person is able

to invest in, the individual is encouraged
to build further on his basic protection.

If an individual did not have this basic

protection, he might well be less inclined

to establish any self-paid private protec-

tion because of his fear it would be
subtracted from any public assistance

under a means test. Moreover, had not
the basic costs been met under social

security, many of the private plans in

operation today might never have been
established because the employers would
have been unable or unwilling to pay
for the cost of setting up retirement
plans which would provide the entire

protection.

There is every reason to believe

—

especially with the private option pro-
vided in the revised Anderson proposal

—

that the benefits of health care for the
aged under social security will be an even
greater stimulant to the industry pro-
viding private insurance for health care
than was social security to its private
counterpart.

WHAT ABOUT KERR-MILLS?

In supporting the Anderson-King bill,

I have tried to make it clear to my cor-
respondents and others that this pro-
posal is not an attempt to destroy or re-

place the Kerr-Mills Act program for

medical aid to the aged enacted 2 years
ago.

But let us be frank: the Anderson
proposal is needed, in part, because the
Kerr-Mills program does not meet the
whole basic need.

The evidence on this point is very clear.

In its nearly 2 years of operation, Kerr-
Mills has helped a dismayingly small
number of aged persons, and it has
forced those who were helped to submit
to a means test, it has resulted in ex-
cessively uneven distribution of Federal
funds. It has failed to inspire about half
the States to put programs into opera-
tion, and many of these States have put
into operation only minimum programs
providing inadequate protections, and
requiring prohibitive deductibles and a
mystifying variety of restrictions on
care. And many of the States are failing

to provide programs in what I believe to
be a most vital area authorized under
Kerr-Mills, namely, nursing home care.
Only 18 States are taking advantage of
Kerr-Mills aid for this type of program.
Only 27 of the 54 States and other

jurisdictions had set up programs under
Kerr-Mills by April of this year. Legis-
latures of 21 of the States and other
jurisdictions have not passed enabling
legislation and 3 others have not pro-
vided appropriations for this purpose.

Dring the month of May, 1962, only 102,-

378 persons in the country were re-

cipients of benefits under the aged medi-
cal care provisions of Kerr-Mills, and
these were concentrated in five States,

New York, California, Massachusetts,
Michigan, and Pennsylvania. Forty-two
percent of the total amount spent under
Kerr-Mills MAA plan in May went to

New York State alone.

Mr. CLARK. Madam President, will

the Senator yield?

Mr. DOUGLAS. I yield.

Mr. CLARK. In Pennsylvania Kerr-
Mills program has been a complete
failure.

Mr. DOUGLAS. I thank the Senator
for that statement.

In my own State of Illinois, the defi-

ciencies of Kerr-Mills are well demon-
strated. In' the first 6 months of the
operation of Minois's medical care pro-
gram under Kerr-Mills, only 209 pay-
ments totaling $214,000 were made. In
more recent months, payments have in-

creased—to 323 payments in May total-

ing $106,572—but the Illinois Public Aid
Commission estimates that of the nearly
1 million residents of Illinois 65 and
older, 300,000 would qualify under Kerr-
Mills as unable to pay their medical and
health care needs. Kerr-Mills therefore
meets only a very small percent of the
need.
Mr. CLARK. Fewer than 6,000 in

Pennsylvania are having their health
care paid for under the Kerr-Mills
Act, out of 1,190,000 persons over 65.

Mr. DOUGLAS. I thank the Senator.
Illinois's Kerr-Mills program is, in

fact, a "minimum" program according
to the rating system of the bureau of
family services. The State law to take
advantage of Kerr-Mills is "comprehen-
sive," but lack of State funds has re-
sulted in the failure to implement all five

services authorized under Kerr-Mills.
Of these five services—hospital care,

physicians services, nursing home care,

prescribed drugs, and dental care—Illi-

nois is able to provide only hospital care,

physicians' services in the hospital, and
posthospital physicians' care.

Illinois is not alone in this deficiency;

only three States—Hawaii, Massachu-
setts, and North Dakota—have compre-
hensive plans providing all five services
under Kerr-Mills.
But most serious of all, the Kerr-Mills

programs grant protection only to those
who can pass a "means" test. An aged
person must show he is without resources
by opening up for examination by Gov-
ernment inspectors every financial aspect
of his and his family's personal lives. In
some States this is almost equivalent to
taking a pauper's oath. In many States,
the income and property of the children
can be held responsible while the homes
of those assisted can ultimately be
realized upon to pay back the assistance.

All this is degrading and unnecessary.
It is no substitute for a plan under which
a worker prepays for health care protec-
tion in his later life and receives benefits,

as under old-age security, as a matter of
right.

I fail to see any convincing defense
of the means test. Those who support
it argue that the- rich should not be

entitled to aged welfare benefits under
a public program. First, not many of
the aged can be classed as wealthy.
But those who are wealthy can now de-
duct nearly all their medical expenses
from their taxable income. A means
test discourages an individual from sav-
ing or investing for his own retirement.
A means test often results in an arbi-
trary cutoff point under which even a
dollar may mean the difference between
qualifying and not qualifying for bene-
fits.

Means tests are inefficient and costly
to administer because personnel must be
paid to conduct exhaustive inquiries and
repeated checks of the resources and in-
come of the individual and his family.
The average cost of administering the
means tests under Kerr-Mills, for ex-
ample, is $42 per case.

The means test is, in fact, a wasteful
and offensive principle on which to base
health care for our aged population.
It is no substitute for the self-respecting
and self-supporting plan of prepayment
under social security. The Kerr-Mills
Act can be used to supplement the An-
derson benefits for medical and surgical
costs for those who are medically in-
digent.

ARE DEDUCTIBLES NECESSARY?

The authors of the amendments now
before the Senate have done a remark-
able job, and I am pleased to be a co-
sponsor of their proposal. Two aspects
of the proposal, however, deserve criti-

cal examination. These are the ques-
tions of deductible charges and the re-
quirement that a beneficiary may have
nursing home benefits only when he is

transferred from a hospital where he has
been treated for the same condition.
My concern with these provisions of

the amendment is not an expression of
dissatisfaction with the amendment tak-
en as a whole, but merely a concern that
these provisions may be somewhat in
conflict with certain other basic princi-
ples which I regard as fundamental in
this proposed legislation.

Under the Anderson amendments, as
under the previous Anderson bill, there
would be deductible charge for hospital
care of a minimum of $20 or $10 a day
up to a total of $90. A deductible of $20
would be imposed for each diagnostic
study under benefits for outpatient hos-
pital diagnostic service. And, of
course, since nursing home care is de-
pendent upon discharge from a hospital,
the hospital deductible provision applies
to this type of benefit also.

Insurance benefits under social secu-
rity never have been, and preferably
should not be, dependent upon the abil-

ity to pay charges in addition to the reg-
ular insurance contributions.
As I have pointed out, one-half of the

aged single men and women have less

than $1,000 in annual income, and one-
quarter have less than $500. It is al-

most certain that these lower income
aged will have great difficulty in meeting
these deductible charges. These charges
are actually price tags attached to the
hospital and diagnostic service benefits.

If the benefits are to be available as a
matter of right, the deductible provisions
are inconsistent with this basic principle.
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Also, it has been pointed out that most
of the aged are unable to afford the labo-

ratory and other clinical tests required

by modern medicine, and that knowing
this, doctors must do without them in

many cases. The requirements of de-
ductibles will, therefore, effectively limit

the doctor's use of the diagnostic service

benefit to the higher income patients.

Moreover, if our objective is to reduce
hospital admissions and shorten the
duration of hospitalization—as I think
we should do—then the attending phy-
sician ought to have available full diag-
nostic services without limitation of the
patient's ability to pay a deductible. The
deductible provision may have the effect

of preventing sound decisions with re-

spect to hospitalization on the one hand,
and of delaying the discovery of serious

difficulties at an early stage of develop-
ment.

It is interesting to note that in con-
junction with the Javits perfecting
amendment adopted last Thursday, it

has been stated that hospitalization ben-
efits of 45 days without deductible

charges could be offered at about the
same cost to the plan as the presently

provided benefits of 90 days with deducti-

bles. The staff of the Special Committee
on Aging also states that of all the aged
who enter a hospital, only QVz percent
remain longer than 45 days. These facts

indicate that a 45-day hospitalization

benefit could be offered without excep-
tional disservice to the principle of insur-

ance against the high costs of hospital

care for the aged
In fact, the charge for deductibles in-

troduces an element of providing for only
catastrophic sickness, which is not the
objective of this proposed legislation as
I see it. If we were considering health
insurance for the general population—
which we are not—then the catastrophic
illness protection would be applicable,

but for the aged I do not think it is a
sound or appropriate qualification. For
the aged do not have the current income
which those in the active years enjoy and
hence are far less able to pay for normal
costs.

But having made these criticisms, let

me-say at once that I do not direct them
at the Senator from New Mexico, or the
Senator from New York, or any of the
cosponsors of the amendment. I amjwell
aware that the deductibles provisions is

a concession to those who want an as-
surance in this way against overutiliza-

tion or against a too-liberal plan. I
disapprove of the deductibles provisions
for the reasons I have stated, but this is

a real world and I am ready to accept the
practical judgment of the Senator from
New Mexico. But I also want to serve
notice that in my opinion the effects of
this provision must be watched very
closely so that in our future considera-
tion the Congress may be guided by ex-
perience rather than by the requirements
of assembling a majority.
IS THE THRUST OP THE HOSPITAL DISCHARGE
REQUIREMENT FOR NURSING HOME BENEFITS
IN THE WRONG DIRECTION?

One of the chief concerns to those who
take a long view of the health problems
of the aged is preventing the hospitals

from becoming warehouses for the se-
nile aged and for those who are almost
continuously UL Nothing could be more
disastrous and more callous than to let

this happen. The aged are increasing as
a proportion of our population and are
living much longer. More and more of
our older people will continue to live into
the period of likely chronic illness and
aimless living. To let these folks simply
accumulate in the hospitals will uneces-
sarily overburden our limited hospital
facuities, keeping out our younger popu-
lation and will deprive the senile aged
of a usually more enjoyable and much
less costly although properly cared for
life.

This problem raises directly questions
about the requirement in the Anderson
amendments that a beneficiary may
have nursing home benefits only if any
when he is transferred from a hospital.

It has been asserted that this require-
ment of prior hospitalization at expense
to the plan, will send patients into the
hospital for at least a few days whose
illness could well be cared for from the
start in a far less expensive nursing
home.

I think this is a probable defect in the
plan, but again one that does not cancel
the basic validity of the proposal taken
as a whole. Perhaps the danger I have
described is more a defect in our overall
approach to the problems of the aged
than a defect of the Anderson amend-
ments.
As a general principle, I am impressed

with the importance of practical nursing
in the home as the primary method of
caring for the continuously sick and
senile aged. In fact, I believe the se-
quence of methods should often be the
reverse of what seems to be described in
the pending amendment, namely, that
the chronically ill or senile individual
would be cared for by home nursing inso-
far as possible, then through residence
in a skilled nursing home in more serious
circumstances, and then in hospials only
when the individual's condition is most
serious. The Senator from Michigan
[Mr. McNamara] has put forward this

sequence as being preferable, and I have
come to believe he is correct.

The question is whether the plan pro-
posed in the Anderson amendments
moves in a sequence contrary to the prin-
ciple I have described. The prior hos-
pitalization requirement does seem to
move in the opposite direction.

The answer would appear to lie in the
primary objective of the proposed health
insurance legislation. I believe its prin-
cipal authors would state that the pri-
mary objective is to provide health in-
surance protection against the costs of
hospital care because these are the most
burdensome health expenses older people
face and the appropriate point for con-
centrating a program of basic health in-
surance. Under this theory, the major
reason that the legislation would also
make payments for skilled nursing fa-
cility care and for visiting nurse services
is that these less expensive forms of
health care can be substituted for hos-
pital care in some cases and that these
lower cost alternatives are an incentive

for using less of the more expensive hos-
pital care services.

If hospitalization care when necessary
is the primary and more or less exclusive
concern with nursing home care only an
afterthought, then perhaps it is unfair
to criticize the plan as failing to supply
in sufficient quantity or with proper se-
quence a nursing home care program
which it does not intend to establish.

Of course the provisions for visiting

nurse services in the home does not re-
quire prior hospitalization and will per-
haps meet this deficiency part way.

It is perhaps more reasonable to take
the hospitalization insurance as the
principal objective, and accept the prior
hospitalization requirement for the
nursing home care, but insist that a
study be made of our overall efforts to
encourage nursing home care. For ex-
ample, we may want to examine the
possibility of Federal assistance for
training nursing home administrators or
perhaps putting the emphasis on the
training of nursing home personnel
through the manpower development and
training program.
With the Anderson plan in operation,

it may well be useful to review our pro-
grams for aiding and encouraging the
construction and operation of nursing
home facilities. We now have three pro-
grams in this area:

First. SBA direct loans for the con-
struction and operation of proprietary
nursing homes. There were 27? ap-
proved applications to March 31, 1962,

with a dollar value of $18.6 million.

Second. FHA-insured mortgages up to
90 percent of estimated value under
section 232 of the Housing Act

—

1
projects with 482 beds and mortgage in-
surance of $1,970,000 completed, and 27
projects with 2,357 beds and $13,018,000
in

|

mortgage insurance under construc-
tion.

Third. Public Health Service adminis-
tered grants to the States under the
Hill-Burton Act for construction of
long-term care faculties with average
matching by the recipient of 50 per-
cent—311 nursing homes were completed
to June 30, 1961.

There are several deficiencies in these
approaches to the problem of providing
adequate nursing home facilities. The
FHA and SBA programs serve the higher
income groups which can afford charges
in the area of $300 a month or more,
while lower income facilities assistance
is left to the Hill-Burton program. Also,

nonprofit groups, which are already ex-
perienced in building housing for the
elderly, may be interested in building
nursing homes, but they are not eligible

under FHA and SBA programs and often
are not able to raise in advance the
matching funds for a Hill-Burton grant.

Or funds in their State may be in-
sufficient to meet the demand.
The success of the health care plan

proposed in the Anderson amendment
may well depend on our willingness to
encourage the development of adequate
nursing home facilities so that the hos-
pitals do not become crowded with the
aged, and I hope the Congress will pursue
this matter.
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THE ANDERSON AMENDMENTS SHOULD BE
ENACTED NOW

The need for the Anderson proposal
for health care protection for the aged
is well demonstrated. The people are

for it, and with the adjustments made
recently, it is clear the private insurance
industry can easily "live with" the pro-
posal. But opposition to this legisla-

tion persists, mainly coming from the

American Medical Association and as-

sisting groups like the American Manu-
facturers Association and the American
Farm Bureau. All of these groups have
opposed social security plans in the past.

The AMA has been opposed to group
practice, and to prepayment plans for

medical costs. After social security

went into operation spokesmen for the

AMA denounced it as "socialistic."

Later, it opposed providing aid for the

totally disabled through social security.

It is now adopting a policy that is con-
sistent with its universal past policy.

But there is nothing socialistic or for-

eign about this proposal. Actually the

precedent for a prepaid social insurance
system against health care costs was
established in this country as early as

1798. For Congress in that year passed

a bill providing that deductions would be

made from the salary paid to U.S.

marines to pay for medical care.

The United States is the last of the

free Western nations to get around to

providing social insurance for hospital

care for its aged citizens who are most
in need of this protection. The pro-

posal before us is sound, conservative,

and necessary. The Senate has before

it an opportunity which it should not
turn down. I hope we will defeat the
motion to table and that we will send
this essential legislation to the House
for action.

Mr. CLARK. Madam President, I rise

in support of the revised Anderson
amendments. Before stating my reasons
in support of my vote tomorrow, I com-
mend the Senator from Illinois [Mr.
Douglas] for making it very clear that
we should not call the amendments
"medicare." Medical care is not in-

cluded in the amendments, and the use
of that phrase would deceive the people
into believing it is.

In my opinion, health care for the
elderly is probably the simplest phrase
with which we can describe the quite

complex, but I believe thoroughly desir-

able, provisions of the pending amend-
ments.
Madam President, the arguments for

and against the pending revised Ander-
son amendments to establish a program
of hospital care for the aged have been
presented ably and at length in this

debate. The debate has illuminated the
points of disagreement, but it has also

revealed a rather surprising consensus.
The consensus is that a major national

problem does in fact exist, and that the
Federal Government must be involved in

its solution. The debate is now centered
not on whether the Federal Government
should have a health care program, but
on the kind of benefits that should be
provided, who should be eligible to re-
ceive them, and how the program should
be administered.

This is progress—indeed, spectacular
progress. A few years ago, when Repre-
sentative Forand, of Rhode Island, in
the House and the distingiushed senior
Senator from Michigan [Mr. McNamara]
and others members of his Subcommit-
tee on Problems of the Aged and Aging
began talking about this problem, the op-
position was not ready to concede that
anything at all needed to be done.
Spokesmen for the American Medical
Association were then loudly contending
that every old person in America who
needed medical care was getting it—that
we could just go to sleep and forget about
the whole thing. Now the organized doc-
tors have shifted their ground, and are
arguing that if only the Kerr-Mills Act
were allowed to work, all of the sick, old
people would be taken care of. It ap-
pears that the problem does exist, after
all, and simply will not go away.
Those of us who served on the sub-

committee headed by the Senator from
Michigan, and those of us who are now
members of the Special Committee on
Aging, also under his energetic leader-
ship, learned about this problem first
hand.
We went all over the country, and we

did not merely listen to the experts; we
listened to the old people themselves.
We invited them in to talk to us at what
were called "town meetings." And we
found out that the greatest worry that
haunts the senior citizens of our coun-
try—the concern that burdens them
most in what should be years of peace
and serenity—is, "What happens to me
if I get sick?" I defy any Senator to
set through one of those "town meet-
ings" and come away saying there is not
any problem.
Of course, the old people could always

ask for charity. But I sometimes wonder
if the opponents of the Anderson-Javits
amendments have any real comprehen-
sion of how deep seated is the resistance
to asking for public charity on the part
of self-respecting Americans who have
been independent and self-supporting all

their fives. Many would, literally,

rather die—and they do.

Of course, they could appeal to their
children for help. But I wonder if the
opponents of this measure know how
many old people would prefer to remain
sick and untreated rather than ask their
children—who are struggling to make
ends meet to buy houses, and to send
their children to college—to underwrite
huge medical expenses.

And they are huge. Witnesses at our
hearings have stood up and shown us
hospital bills in the hundreds and even
thousands of dollars. The American
medical profession provides the finest
medical care in the world. But that care
does not come cheap.

Now let us look at the income of these
old folks. Over 50 percent of our retired
people have incomes of less than $1,000
a year. The average social security ben-
efit is $76 a month. Nearly half of our
families whose heads are over 65 have
liquid assets of less than $500, and aver-
age yearly medical expenses for people
over 65 are double those for people under
65.

How can anybody say that the answer
lies in hospital insurance to be purchased
by these old people out of incomes like
these? Whatever is spent for insurance
must be tsiken directly out of what is

needed for other necessities. And that
means food and clothing, because it can-
not come out of shelter—the rent must
be paid.
We have before us a bill which will

provide health care benefits for every
person 65 and over not already covered
by a Federal program, in a manner
totally in keeping with the dignity of the
individuals involved. I am honored to
be among the cosponsors of this meas-
ure—known as the Anderson-Javits
amendments to the public welfare bill

—

which contains several significant im-
provements in the original King-Ander-
son bill introduced early in the last ses-
sion. Most notably, our amendments
exclude no one from health care benefits
and provide even more elaborate safe-
guards—if these were necessary—against
any possible Government interference in
the administration of hospitals and other
health institutions. It utilizes the ex-
perienced private health insurance or-
ganizations in administering the pro-
gram, and it permits an individual to
choose between the Government pro-
gram and certain private health insur-
ance plans.
But the amendment retains the funda-

mental requirement of any measure
which is going to be successful—the
benefits are financed through the social
security system.

It seems to me there are four advan-
tages in the social security approach:

First, it provides an effective means
whereby the major health costs after
retirement can be prepaid during work-
ing years. After all, it is only during
their working years that people earn,
and that is the only time they can make
provision for their retirement years.

This system will simply assure that they
do so, automatically.

Second, the Federal social security sys-

tem provides uniform coverage in every
State. If we leave this question to the
50 States to solve, we will have 50 sep-
arate plans and become entangled in res-

idence requirements. If an elderly per-
son goes to live with a son or daughter
in another State, he may suddenly find

he is ineligible for benefits. This prob-
lem now exists under the Kerr-Mills Act.

Third, it is consistent with the dig-

nity of the individual. Care is provided
without the humiliation and embarrass-
ment of a means test, investigation of

the financial resources of relatives, and
what amounts to a pauper's oath.

Fourth, it provides for lower overhead
cost. As the Senator from Illinois so

wisely pointed out a few minutes ago,
there would be no promotion cost, no
sales cost. The total overhead cost

would be around 3 percent, as opposed
to as high as 40 percent for privately

financed plans.
Against these overriding considera-

tions, I am at a loss to find opposition
arguments that have any real merit at
all. Frankly, the opponents seem to be
frantically grabbing for arguments on all

sides of the issue in an effort to stay
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afloat in the rising current of public

opinion which favors enactment of this

proposal. Some of these arguments
strike me as being quite out of touch
with reality.

The main argument that is being used
is not even directed against this amend-
ment. It is being directed against a
proposition that is not even before us

—

to wit, socialized medicine. Of course,

the amendments are not socialized medi-
cine, and those of our opponents who
are both informed and conscientious do
not say that it is. Instead, they use the
more sophisticated argument that this

is an entering wedge for socialized medi-
cine and one thing will lead to another
in due course.
This argument was made as per-

suasively as it could be by the able
Senator from Louisiana [Mr. Long] a
few minutes ago. I felt that the Senator
from Illinois [Mr. Douglas] answered
him convincingly. I invite the atten-
tion of my friend from Louisiana to the
comment of that distinguished Repub-
lican, Mr. Arthur Larson, formerly of

President Eisenhower's White House
staff, who wrote in a Republican maga-
zine recently:
There was never yet a good action which

could not have been attacked as an enter-
ing wedge for a bad action.

I well remember that, when I was
younger, arguments were made against
that wisest of all of the New Deal meas-
ures, the insurance of bank deposits.

We were told that if the Government
insured bank deposits ,this would be the
entering wedge toward the Government
taking over the banks. Madam Presi-

dent, that was approximately 30 years
ago, and on the whole, the banks of

America, I am happy to say, are still

being operated well and efficiently under
the private enterprise system. That
particular argument did not apply in that

case. I do not believe the present argu-
ment applies in the present case.

I agree with the Senator from Illinois

that we should consider each of these

measures on its merits, and not be afraid

to take a good action because we are
concerned about it being an entering
wedge for something else which we do
not have to enact unless we see fit to

do so.

I note that doctors have been im-
ported from England to travel around
the country lecturing to county medical
societies, with full press coverage, about
the horrors of socialized medicine in

Great Britain. Nothing could be more
irrelevant to this debate. Under this

proposal, doctors are not going to go to

work for the Government. Nothing in

this measure would affect the way that
medicine is practiced. This proposal
deals only with financing health care,

not with providing it.

In that connection, Madam President,

I invite attention to a news article pub-
lished July 14, 1962, in the New York
Times, entitled "British Call Views of

AMA Nonsense," and I ask unanimous
consent that it may be printed in the
Record at the conclusion of my remarks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)

Mr. CLARK. Madam President, in

that article the British Medical Journal
dismissed as "vulgar, cheap, and non-

attacks by the American Medi-
cal Association on England's" National
Health Service.

The Journal, published by the British

Medical Association, said that the AMA
attempts to depict the program as "so-

cialized medicine" as a cover "to distract

attention from the weaknesses of Amer-
ican medicine." I share the views of the

British Medical Association.

Next, we hear that the Kerr-Mills pro-

gram offers the proper approach and
should be given greater opportunity to

demonstrate its effectiveness. The Kerr-
Mjlls program, as Senators well know,
involves grants to the States to help pay
for certain health services for those

among the elderly who are considered

indigent enough, according to the eligi-

bility requirements of the separate

States. However, as has been reported

in the evaluation prepared for our Spe-
cial Committee on Aging, the Kerr-Mills

program—unlike the measure pending
before us—does interfere with the doc-

tor-patient relationship and the free

choice by each patient of his own
physician.

I ask unanimous consent to include in

the Record at this point in my remarks
the summary of that staff report to the

Committee on Aging entitled "Perform-
ance of the States: 18 Months of Ex-
perience With the Medical Assistance for

the Aged (Kerr-Mills) Program."
There being no objection, the summary

was ordered to be printed in the Record,

as follows:
SUMMARY

(The brief statements made herein are de-

veloped in the chapters which follow:)

INTENT OP KERR-MILLS ACT

The Kerr-Mills Act has two facets—one
representing a relatively minor improvement
in an already existing program of aid for

people on relief—and the other represent-

ing a major innovation.1 The primary pur-
pose and feature of Kerr-Mills was the estab-

lishment of a new category of public assist-

ance—medical assistance for the aged. This
program, Kerr-Mills MAA, offered an oppor-
tunity for the States to secure substantial

Federal grants applicable toward meeting the
medical expenses of older citizens who had
previously been ineligible for help—the
"medically indigent" aged. The "medi-
cally indigent" are those persons not on
relief, who, presumably, have sufficient re-

sources to meet their ordinary living ex-
penses but who are unable to cope with the
costs of medical services.

It was- the intent of Congress that the
MAA program would result in providing
broad medical services to the many aged
needing such help but ineligible or unwill-
ing to apply for relief.

Achievement of such a goal would require
that (1) all States establish an MAA pro-
gram which (2) would include a comprehen-
sive range of medical services consistent with
the needs created by the chronic health con-
ditions faced by the aged with (3) eligibility

requirements determined on the basis of
their medical costs, income, and health con-

vince 1950 the Federal Government has
assisted the States with funds to be used
toward payments to suppliers of medical care
for people on relief. The first part of the
Kerr-Mills Act simply increased the amount
of Federal funds available for this purpose.

dltlons and (4) with its benefits made avail-
able without humiliating or degrading our
older people.
Based upon the evidence available after

1% years of Kerr-Mills operation, the con-
gressional intent has not and will not be
realized.

LIMITED USE OF ACT

Only 24 States and 3 territories, as of
June 1, 1962, had operating programs under
MAA.3 All States have had an opportunity
to consider Kerr-Mills. All indications are
that any new MAA programs will be few and
far between.

All States are not capable of financing
MAA programs. At least five States—Flor-
ida, Missouri, Ohio, Rhode Island, and
Wyoming—have pointed to the potential
cost as the principal reason for their not
establishing MAA programs. More than 2
million Americans aged 65 and over live

in these 5 States alone. An additional 5
million older people live in the other 21
States and the District of Columbia which
do not have MAA programs in operation—

a

total of 7 million in 26 non-MAA States.
Many States cannot or do not now finance

adequately what they themselves say are
the basic needs (not including the health
needs) of those of their citizens who are on
relief. Certainly those States cannot or will
not be expected to adequately finance health
services for a new group neither on relief

nor eligible for it.

Only 88,000 aged persons received MAA
help in March 1962—one-half of 1 percent
of the Nation's elderly citizens. Thousands
of these people had received care or were
eligible for care under relief programs exist-
ing before enactment of Kerr-Mills.

Further, as a result of the means tests in
those States which have MAA programs, the
number of people who can receive help is

severely limited.

THE MEANS TEST

Every State with an MAA program requires
an applicant to submit to a means test—an
investigation of his income and assets. The
means test is the basis of all relief programs.
In most States, the tests, apart from any de-
grading qualities, exclude from help many
of the aged who are desperately in need of
assistance. There are at least 15 States in
which the means test for MAA would serve
to eliminate even those people who qualify
for relief in those States.

Twelve States have "family responsibility"
provisions which, in effect, also impose
means tests upon the relatives of those who
might be tempted to seek aid from the
MAA program.
Nine States—including those with, by

far, the largest number of people receiving
help under Kerr-Mills MAA—have recovery
provisions in their programs extending to

the homes of people receiving help, and col-

lectible after death. This committee's hear-
ings have shown us that Americans now of

retirement age equate "free and clear" own-
ership of one's home with self-respect. The
idea of a State taking a claim on that home
is completely unacceptable to them.

FREEDOM OF CHOICE RESTRICTED

Even those relatively few aged persons
who are declared eligible for some help under
MAA frequently find that they cannot get

the care they need and in some cases that

2 It is sometimes claimed that 38 States are

participating. The 24 States and 3 terri-

tories which have MAA programs in opera-

tion are: Alabama, Arkansas, California,

Connecticut, Guam, Hawaii, Idaho, Illinois,

Kentucky, Louisiana, Maine, Maryland, Mas-
sachusetts, Michigan, New Hampshire, New
York, North Dakota, Oklahoma, Oregon,
Pennsylvania, Puerto Rico, South Carolina,

Tennessee, Utah, Virgin Islands, Washington,
West Virginia.
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they cannot get care from the doctors of

their own choice.
Many of the MAA programs, in fact, con-

tain explicit and Implicit limitations affect-

ing the quality of care provided, the patient's

freedom of choice, and the doctor's freedom
to treat his patients in an individual way.
All of the foregoing are affected by the rela-

tive willingness of hospitals and physicians

to negotiate and accept MAA payments

—

which are often below the 'Igoing" rates.

In one State, doctors were on the verge of

refusing to care for MAA patients because

the State found it necessary to reduce fees

paid. In the same State, doctors were de-

manding the right to charge the MAA patient

a fee in addition to that paid by the State.

In another State, some hospitals were re-

stricting the number of MAA patients they

would admit. At least four of the jurisdic-

tions with MAA programs require that serv-

ices can only be secured from specified

physicians or facilities. As a practical mat-
ter, the failure of many jurisdictions to cover

in-hospital physicians' services means that

a large percentage of MAA beneficiaries must
depend upon the services of hospital and
clinic staff doctors.

LIMITATIONS ON BENEFITS

The States often sharply limit their pro-

grams in terms of types of care provided,

the duration or quantity of services sup-
plied, in addition to specifying that benefits

will be available only for certain kinds of

illness or injury. One State provides only

6 days of hospital care and only If the ap-

plicant for MAA has an "acute, emergency,

or life-endangering condition"; another

State affords 10 days of hospital care per

year if the person concerned is suffering

from "acute illness or injury," and only

after the aged individual has paid the first

$25 of hospital charges.
Only 3 States—Hawaii, Massachusetts, and

North Dakota—of the 24 with MAA programs
In operation, have plans which meet the
Department of Health, Education, and Wel-
fare's definition of a "comprehensive medical
care program."
Where nursing home care is provided, the

payments are often no more than enough
to provide a poor quality of custodial care,

and are totally insufficient to pay for any
skilled nursing care. MAA funds were and
are intended to purchase medical care. In
these cases they are being used for an al-

together different purpose.
In some States, the medically indigent

person is required to make cash contribu-
tions from his meager resources toward the

cost of care. Occasionally, he must make
such payments before he can even qualify

for MAA help. Such provisions are contra-

dictory and self-defeating.

UNEVEN DISTRIBUTION OP FEDERAL FUNDS

While the formula under which Federal
grants are made to the States was intended
by Congress to favor the States with low
per capita incomes—where needs are great-

est—in actual practice, a few wealthier
States are getting the lion's share of MAA
funds. Some of the States wtih the lowest
per capita incomes in the Nation are, in

effect, contributing toward the cost of MAA
programs in the wealthier States—while
their citizens receive in some cases, nothing,
in others, relatively little in return. Almost
90 percent of all MAA payments are being
made in just four States—California, Massa-
chusetts, Michigan, and New York. One
hundred percent of the States must contrib-
ute to the program's support.
Prom the inception of MAA through

March 1962 Federal and State expenditures
under the MAA program totaled $167 mil-
lion. Not even this thoroughly inadequate
sum represents new expenditures for a new
program. MAA money is being used to pay
for care, previously provided under relief

programs, for tens of thousands of people

who were already on relief. It was not the
intent of Congress when it authorized MAA
that new Federal funds be used to relieve

States and communities of a responsibility
they had already accepted. Congress in-
tended that this help be extend to an en-
tirely new group of citizens—not to those
already on relief. Congress offered to as-
sume the major share of a new responsi-
bility in the belief that the States would be
eager to assume the rest.

HIGH ADMINISTRATIVE COSTS

MAA's unavoidable administrative ex-
penses constitute a substantial drain upon
the limited resources of the States, which
might otherwise be devoted to purchasing
medical care. In one State, such expenses
amounted to $1.24 for each dollar that was
actually spent on medical care. In other
State, these expenses were 64 cents for each
dollar of medical benefits provided. Those
States which have the highest costs for ad-
ministration are the States which can least

afford the expense—those with very low per
capita incomes. The Federal Government
pays only 50 percent of the costs of adminis-
tration while it may pay as much as 80 per-
cent of the dollars going for actual medical
care. Thus, only a relatively small portion of
a State's funds may go for medical care while
a substantially greater amount may have to
be allocated to administrative costs.

It costs a great deal of money to run a
program with complex limitations on eligi-

bility and benefits. Very careful ""screening
out" is required under such circumstances.
In essence, simple, and inexpensive adminis-
tration is an impossibility in those States
which cannot afford to offer comprehensive
MAA programs with liberal requirements for

eligibility—the very States whose older peo-
ple have the lowest incomes and the greatest
need for care.

A year and a half of experience indicates
clearly that the strained financial resources
of the States—and the competition for those
funds by other pressing public needs such
as education, housing, roads, and so forth

—

make the well-intentioned aims of the Kerr-
Mills legislation incapable of realization in
all the States of the Union. It proves that
Kerr-Mills cannot, of itself, solve that prob-
lem which our committee has found to be
the most persistent and frightening one con-
fronting millions of older people and their
children in all parts of the country—the
problem of assuring economic access to med-
ical care for all our older people on a decent,
self-respecting basis.

Mr. CLARK. Madam President, an-
other curious contradiction is that
among the most vigorous opponents of

our health care amendment are many
groups and individuals who constantly
sound the alarm against Federal spend-
ing and demand a balanced budget. The
alternatives to social security financing
would, of course, require annual appro-
priations from the general fund of the
Treasury and would constitute a major
item on the debit side of Federal and
State ledgers. The Kerr-Mills program
is already costing $167 million a year.
If we shift more of the burden to the
already hard-pressed State budgets, a
tiny number of people in the wealthier
States will get care, and we will continue
to deprive the aged in most States of
the care they deserve.

After a year and a half, only 24 States
have implemented the Kerr-Mills Act
and are now providing assistance to

their needy elderly. In Pennsylvania,
only one-half of 1 percent of the people
over 65 have received assistance. I can-
not believe—in view of the letters I have

received and the testimony presented to
our committee—that of the 1,190,000
people aged 65 and over in our Com-
monwealth, fewer than 6,000 need help
in paying for their health care. The An-
derson amendment would enable all 1,-

190,000 to be protected by a Federal
health insurance program.
Those who may be wondering why so

few are seeking Kerr-Mills aid may find
the answer in a letter from one of Penn-
sylvania's senior citizens, which is in-
cluded in testimony presented to a sub-
committee of the House Banking and
Currency Committee. It explains more
eloquently than can I how retired people
feel about bartering their self-respect for
assistance in the form of charity. I ask
unanimous consent that her letter be
printed in my remarks.
A new argument that has just been

advanced is that adoption of our amend-
ment would have an immediate adverse
effect on the national economy—which,
I agree, should not at this time be sub-
jected to strong deflationary policies by
the Government. I am happy to note
that the intrinsic responsibility of the
Government for maintaining a healthy
economy is becoming more widely ac-
cepted. However, those who are con-
cerned about the effects of the measure
now before us have little to fear.

Of course, under social security prin-
ciples, it is necessary to build up a trust
fund out of which benefits in future
years can be paid. Therefore, in the
first year after enactment of the Ander-
son-Javits amendment the additional
income to the social security program
will exceed the additional outgo by $560
million, and by about $1 billion in the
next year.
The effect of the net increase in the

excess of income will not be as imme-
diately deflationary as a quick glance at
these figures might suggest. The added
income to the system in the first year
will be received mostly in the third and
fourth quarters of the calendar year
1963. By that time, there is every rea-
son to assume that our economy will be
moving ahead in high gear. If it is not,
then the deflationary effects of this

measure will need to be—and easily can
be—offset by other fiscal measures.
The last argument we have all heard

against the Anderson amendment is that
the whole issue is purely political

—

simply the newest Democratic vote-
getting trick.

I am glad to note that on the revised
Anderson amendment we have the
strong and helpful support of a number
of our Republican colleagues.

If the measure is indeed a votegetter,
then perhaps this is evidence that it is a
good bill which should be enacted. That
is how our democracy more often than
not works. Sometimes we in Congress
have a duty to reject a measure which
we know is highly popular. But that is

not the case in regard to this bill—the
instincts of the people are absolutely
right. If we do not heed the people, it

is quite proper for them to penalize us
next November.
Madam President, I shall be before the

people of Pennsylvania for election next
November. My mail is presently run-
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ning from 2 to 1 against the revised An-
derson-Javits amendment. Yet I am
confident that it is inspired mail. I am
confident that competent polls which we
have taken across the State in the last

6 months clearly reveal enough to con-
vince me that the overwhelming majority

of the people of the Commonwealth of

Pennsylvania strongly support the social

security approach to health care for the

elderly, and therefore will strongly sup-

port me when I vote against the motion
to table the Anderson-Javits amend-
ment tomorrow. I hope I shall have an
opportunity later to vote on the merits.

1 should like it clearly indicated that I

fully support the Anderson revised

amendment.
Many doctors and insurance agents—

whose national organizations purport to

represent the unanimous sentiments of

their members in opposing health insur-

ance through social security—support as

individuals the President's program. I

have received an increasing number of

letters to this effect, and I ask unanimous
consent that three I have selected as

samples and two excerpts from Penn-
sylvania newspapers—an editorial from
the Harrisburg Patriot of July 9 endors-

ing the Anderson-Javits amendment and
a news story from the York Gazette and
Daily on the defects in the Kerr-Mills

program—be printed in the Record at

the conclusion of my remarks.
The PRESIDING OFFICER. With-

out objection, it is so ordered.

(See exhibit 2.)

Mr. CLARK. Madam President, in

conclusion I urge the Senate to support

the revised Anderson amendment. We
are the only civilized country in the

world which does not have some form
of Government insurance to provide

health care for its older people. No one
could have been in the Senate Chamber
during the past couple of days and seen

the marvelous chart depicting hospitali-

zation costs of older people without
coming to the conclusion that the older

citizens of our country cannot pay for

private health insurance. On the chart

we see that two-person families, 65

years of age and over, have a median
cash income of $2,530, while individuals

living alone who are 65 and over have
a median cash income of hardly more
than $1,000. How can it be pretended
that his large group in our older popu-
lation can possibly have their health

care needs taken care of under anything
other than the Social Security System?
We have been told that there are 17V2

million elderly people in our country 65

years of age and over. Surely less than
half of them are able, under the wildest

optimism, to have their health needs
taken care of in any way other than by
being blanketed in under the Social

Security System, as the revised Ander-
son-Javits amendment would provide. I

urge my colleagues to support the able
Senator from New Mexico [Mr. Andes-
son] and the able Senator from New
York [Mr. Javits] to defeat the motion
to table and to see to it that the amend-
ment becomes law, insofar as the Sen-
ate is able to do it.

Exhibit i

British Caul Views of AMA Nonsense
London.—The British Medical Journal

today dismissed as "vulgar, cheap and non-
sense" attacks by the American Medical As-
sociation on England's National Health
Service.
The Journal, published by the British

Medical Association, said that AMA's at-
tempts to depict the program as "socialized
medicine" were a cover "to distract attention
from the weaknesses of American medicine."
The publication vigorously defended the

Kennedy administration's medical care for

the aged plan, the King-Anderson bill, which
has been widely attacked by the AMA.
"We have watched with some dismay," a

Journal editorial said, "the mushroom
growth of the AMA's public relations ac-
tivities and the collossal sums spent by it to
defeat what our American colleagues call

'socialized medicine.'
"The dismay is at the probably inherent

weakness of American medical services if

such a vast effort has to be expended on
misrepresentation of what is happening in
Britain."
The Journal admitted that the National

Health Service had its faults, but said "so-
cialized medicine (Is) a term whose exact
meaning no one has yet defined."
The Journal said it was certain "that a

great many doctors in the United States
deplore, as we do, the vulgarity and cheap-
ness of its (AMA) past and present attacks
on the National Health Service."

Exhibit 2

Clark Miixs, Pa. I am 70 years old, never
married. I was not raised in an age when
people expected handouts from the Govern-
ment or elsewhere. In fact, people had too
much pride to do anything but provide for
themselves and their families—to accept
charity humiliated one.
At 58, I suffered a tragedy which left me

with no home, no money, no job, only dis-
tant relatives who were little or no help
financially. I went to teaching (having
been certified years before) , sold cosmetics,
hosiery, books—any odd job that was re-
spectable—often did not have proper food
because I was saving every penny to get
some kind of security, and in 3 years' time
saved the price of a farm, the house on
which was so bad I wonder now where I got
courage to say I would take it, and the
grounds had at least 25 years wild growth

—

a real jungle. But I felt It would be mine,
and with a garden and a few chickens, I

wouldn't starve. I scrubbed, cleaned,
painted, papered until midnight and after

over a period of years, still teaching, selling,

paying for each improvement as I went
along—never borrowing, but paying off one
thing before I started another, until I had
in the house, electricity, water, siding,

cleared ground, etc. and in 10 years a home
good enough for anybody—a lovely place.

A wealthy woman gave me furniture and
clothes.
Now I am really enjoying my home, am

getting social security for which I am grate-

ful, which meets my needs minus luxuries
that I do not crave, but my pace is slowing
down. I still fire a coal furnace in winter,

carry out ashes, carry In wood, shovel coal,

mow grass, plant, etc. But how many years

can I keep this up?
Then our Congressmen and Senators, when

they begin fighting this out on the floor of

Congress, talk about Government help for

the indigent.

I do not think anybody could call me in-

digent, after 10 years as briefly described
above, yet I dread the thought of going to a
doctor, and unless I am driven there by pain

or fear, I just doctor myself with home rem-
edies the best way I know how. I some-
times wonder if, when I am actually In the
process of dying, should It extend over a
period of time, I will be able to have a
doctor, or fight It out alone with the few
kind neighbors that may drop in.

Or, I wonder, if I might die In this home,
every inch of which I love because It was
miraculously earned and accomplished with
so much of my own hard work, or will I

Just have to get rid of it. In order to be
indigent, and then be taken to the poor-
house.
As I understand the Kerr-Mills bill (and

as I said, I have never seen a clear version
of it) that is Just what would happen—

I

would have to get rid of anything I have
saved beyond a small amount that wouldn't
last a week, perhaps, In order to be medi-
cally indigent.

I think the status of medical care for the
aged is tragic. Surely, when those citizens
who have lived their lifetime making every
effort to provide for themselves, as I have
done, and many, many others have done, and
abhor being termed indigent, or going on
relief for nothing other than plain hand-
outs, should be provided with a way of dying
that will permit them to die with dignity,
the dignity they have lived, the dignity that
has been perhaps an unrecognized contri-
bution to the greatness of this great country.

Mary R. Jamison.

Pottstown, Pa., June 9, 1962.
Senator Joseph S. Clark,
Senate Office Building,
Washington, B.C.
Dear Senator Clark: You will receive a

number of letters, like the one inclosed, from
some of the Pottstown doctors. I think you
can well afford to ignore the political force
of these letters. They only represent the
mumbhngs of the AMA which has long since
ceased to represent (if it ever did) the polit-
ical or religious beliefs of its members.

Quite illegally and unconstitutionally (see
Supreme Court ruling on AMA) many hos-
pital staffs are Intimidating the young doc-
tors by inserting the clause in their by-
laws, that in order to retain their member-
ship on the staff they must be a member of
their county medical society.
Many of our best young doctors are afraid

to speak up in staff meetings and society
meetings because of this clause. For the
same reason they will send you a letter on
anything they are told to send even though
they whisper the opposite sentiments in pri-
vate.
What I and most doctors really want is to

see social security made universal and med-
ical aid to the aged put on a social security
basis right across the board.

Very truly yours,
Thomas H. Powick, M.D.

Dear (Representative or Senator) : Both
President Kennedy and the American Medi-
cal Association have asked the citizens of
this country to inform their respective rep-
resentatives in Congress as to their position
about the King-Anderson bill, HR. 4222.

I am familiar with the pros and cons about
assistance for the medical care of those over
65 years of age.

. I am convinced that if the Kerr-Mills law,
already in effect in Pennsylvania, is- given a
fair chance, the care of those people covered
thereby will be aiequate an»l equitable for

all concerned.

On the other hand I am convinced the
King-Anderson bill, HR. 4222, contains
gross Inequalities and injustices; also, It

would set up yet another expensive branch
of the Federal Government, one the people
do not need and the cost of which would be



12756 CONGRESSIONAL RECORD— SENATE July 16

exorbitant. For these reasons I am op-
posed to it.

Respectfully yours,

Woman's Medical College
of Pennsylvania,

Philadelphia, May 10, 1962.

Hon. Joseph S. Clark,
U.S. Senate,
Washington, B.C.
Dear Senator Clark: Both my wife and

myself are licensed physicians in the State

of Pennsylvania.
We would like to express our very strong

support for the King-Anderson bill. We feel

that this bill attempts to remedy a serious

problem. The objections voiced by the
spokesmen for the several groups of organ-
ized medicine do not reflect our opinions,

and we are convinced that they do not re-

flect the opinions of numerous other physi-
cians. We regret that the only way for those

of us who disagree with these spokesmen to
express ourselves is by way of individual
letters.

We hope that others of our colleagues will

join us in writing to their respective Con-
gressmen in voting their support of this bill,

so that you will be aware of the considerable
support that actually is present within the
medical profession itself when you consider
the vote.

Sincerely yours,
Bernard Czernobilsky, M.D.
Helen Czernobilsky, M.D.

Philadelphia, Pa.
Senator Joseph S. Clark,
Senate Office Building,
Washington, B.C.
Dear Senator Clark: The insurance in-

dustry, particularly those companies whose
main volume of business is health insurance,
urges all insurance men to write our Con-
gressmen to oppose the King-Anderson bill.

Yes, I do write, but only as a freethlnk-
ing American citizen instead of a tool repre-
senting selfish, biased interests of the AMA
and insurance industry.
There is not one company who provides

adequate medical coverage nationwide for
those age 65 and over; the plans are very
limited. Insurance companies decline ap-
plicants with preexisting conditions or waive
the coverage of existing conditions. How-
ever, even if the applicant can qualify, the
premium in this age bracket is especially

high for the majority in this low-income,
retired category.
We must defeat the lobbyists who selfishly

worship only one thing, the almighty "buck".
At a time when our senior citizen popula-

tion is growing we must provide hospital-
medical care for them with the respect and
dignity they deserve.

Please do everything you can to pass the
King-Anderson type legislation.

Cordially yours,

Insurance Agent.

[From the Patriot, Harrisburg, Pa.,

July 9. 1962]

A Good Medical Care Bill Is Now Before
the Senate

The spotlight on the hard-fought issue of
medical care for the aged has swung from the
House to the Senate.

Because the King-Anderson bill still is

lodged in the limbo of the House Ways and
Means Committee, a bipartisan group of 21
Senators has introduced legislation designed
to preserve the heart of the Kennedy pro-
gram and at the same time meet some of the
objections to it.

This is a praiseworthy compromise meas-
ure. Embodying some of the ideas advanced
by New York's Gov. Nelson Rockefeller and
Senator Jacob Javtts, It would provide an

option for private insurance coverage. Blue
Cross participation In the program's admin-
istration and benefits for old people not
covered by social security.

It is worth noting that Senator Javits and
four other liberal Republicans are among the
sponsors. So is Senator Clinton Anderson,
Democrat, of New Mexico, coauthor of the
original legislation.

In appealing for support of the measure,
Senator Anderson said "the AMA should stop
worrying" about the program.

It should, but It isn't. It comes as no sur-
prise that the AMA already has gone on rec-
ord against the revised administration-
backed bill for the simple reason that the
social security system remains as Its major
fiscal underpinning.

There's a time to stop trying to satisfy
people whose policy is one of blind opposi-
tion. In the case of the AMA, that time has
come, and the Senate should act accordingly.
The President already has made It con-

vincingly clear that social security financing
is the heart of the program. And last week,
in a press conference otherwise marked by a
soft-spoken approach to controversial sub-
jects, he pinpointed in crisp terms the major
fallacy of the AMA position.
Asked about the decision to exclude pay-

ment of doctors' bills in the program, he said
it was made for the simple reason that or-
ganized medicine is so leery of Government
involvement in what the AMA calls the doc-
tor-patient relationship. He added:

"It is because we have not included doc-
tors that I found it very difficult to under-
stand why the American Medical Association
has found this legislation so unsatisfactory.
It does not involve them directly. It involves
the payment of hospital bills. And In view
of the fact that the Federal Government par-
ticipates in the construction of hospitals
through the Hill-Burton Act from which doc-
tors benefit in their practice, I found the
AMA's extreme hostility to this bill some-
what incomprehensible."
At this point no one approach to the medi-

cal problems of the Nation's aged could satis-

fy all the participants in this controversy.
But the bipartisan Senate measure, overcom-
ing as it does major shortcomings of the
King-Anderson bill, should appeal to a ma-
jority of Americans who believe that any
medical care program should pay its own
way.

[From the Gazette and Daily, York, Pa.,

June 25, 1962]

Fourth of State's Applicants for Medicare
Discouraged by the Rules in Kerr-Mills
Bill

More than a fourth of the State's elderly
persons who applied for medical care under
the Kerr-Mills program failed to go through
with their applications—mostly because of a
means test, State and local welfare officials

report.
Some applicants were rejected by the State

department of public welfare, administrator
of the program. Other applicants volun-
tarily declined completing applications after
learning their children would become in-
volved in the agreement with the department
of public welfare, their estate might be called
upon to reimburse the department, and their
present income could not exceed $125 per
month.
"They want medical care," one welfare offi-

cial said of the aged, "but when many find
out what they must go through to get it,

they either decline to go further or are dis-
qualified."

The reason for being disqualified in most
cases, a York County welfare official, said, is

that a prospective patient refuses to "drag
his children into it."

Under the program, as in receiving public
assistance, the patient must indicate his chil-

dren's Income. If it is more than a stipu-
lated amount, the children are called upon

to contribute toward the cost of hospitaliza-
tion.

"Often," one caseworker said, "this causes
all kinds of trouble within a family."
A single person may not have an income

in excess of $125 per month and a couple's
income can not exceed $200 monthly to
qualify for full benefits under the law.
Half of any annual Income in excess of

those limits must be applied against the hos-
pital cost.

A patient may not have more than a $500
life insurance policy without all of the por-
tion above that amount being charged
against the hospital bill.

"In other words," a welfare official said,
"if you had a $1,000 insurance policy and
a $900 hospital bill, we would only pay
$400 of the hospital bill."

The official pointed out that any amount
over $500 in insurance is considered "avail-
able" money.

Liens on property is another Involvement
to which the elderly are objecting, welfare
officials said.

Under the Kerr-Mills bill, the State may
reclaim what it expends for the patient's
hospital care after the death of the patient
and his spouse.
Many elderly persons are objecting, wel-

fare officials said, to committing any por-
tion of their property to later claim.
"Many elderly people don't understand,"

one welfare official said, "that we won't touch
their property until both husband and wife
are dead."
Many elderly applicants are reported to

answer that they don't want to have the
State touch their property at all.

Some of the patients offer to pay back the
State for medical care, one caseworker said.

In the 5 months the Kerr-Mills pro-
gram has been operating in Pennsylvania,
about half the applicants actually went
through with the program—10,532 out of
21,684.
Of the remainder, 5,358 were rejected by

the State for failing to meet its means test,

1,014 voluntarily withdrew their applications
and the rest are still pending final disposi-
tion.
During May, 2,928 persons completed ap-

plications under the Kerr-Mills program out
of 4,279 who applied. Of these, 1,832 were
rejected and the remainder are pending.
In money, the State set aside $11 million

for the 6 months ending June 30. So far,

slightly less than half that amount has been
spent on the program.
Gov. David L. Lawrence has several times

repeated his charge, made last year when
he signed enabling legislation for the Kerr-
Mills bill, that its provisions are inadequate
to meet the needs of Pennsylvania's elderly
citizens.

Norman V. Lourie, deputy director of the
department of public welfare, said the
answer to the medical care problem for
aged persons In the State is the social-

security-based King-Anderson bill, now being
debated in Congress.
"Under the plan spelled out in the King-

Anderson bill," Lourie said, "the worker
would pay while employed and receive
benefits when he retires."

The provisions of the King-Anderson bill,

Lourie said, are more extensive than those
of the Kerr-Mills bill. The bill would bene-
fit more than 14 million Americans over 65
who are eligible for social security.

The King-Anderson bill provides for in-
patient hospital care for a period up to 90
days, while the Kerr-Mills bill provides for

60 days of hospitalization.

During hospitalization the King-Anderson
bill calls for "nursing services and other re-

lated hospital facilities * • • drugs • * *

biologicals * • • supplies * * • appliances
and equipment."

Further, the bill calls for diagnostic and
therapeutic services. Kerr-Mills provides for
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hospital care only. No provision Is made
for medicines, clinic, and rehabilitative serv-

ices.

The Kerr-Mills bill provides for hospital

service at home of a type now existing only
in Pittsburgh and Philadelphia. It also

provides for visiting nurse care.

The administration backed King-Ander-
son bill provides for 180 days of care in a
nursing home following hospitalization.

During those 180 days, the aged patient
may receive physical, occupational, or speech
therapy, medical social .services, drugs, biolo-

gicals, supplies and appliances.
Visiting nurse services provided under

Kerr-Mills are also provided under the King-
Anderson bill.

The patient will pay the first $90 In hos-
pital charges.
Lourie said of the King-Anderson bill:

"If this spread-the-cost, share-the-risk
system were set up on a national basis, one
of the major hazards of advanced age would
be removed."
The bill, opposed by the American Medi-

cal Association as "a cruel hoax" is now be-
fore the U.S. House of Representatives Ways
and Means Committee, whose chairman Is

Representative Wilbur Mills, author of the
Kerr-Mills bill.

Welfare officials said that persons wishing
to "cast a vote" to? the King-Anderson bill

may do so by writing to ask the committee
to report the bill out for a full vote by the
House.

Letters on the bill may be sent to ISth
District Representative George A. Goodlihg,
Lcganville, whose Washington, D.C., office is

in the House Office Building, Washington,
25, D.C., or at York post office.

Mr. CLARK. Madam President, I
send to the desk an amendment to the
Anderson amendment to the pending bill,

to eliminate the requirement that eligible

skilled nursing facilities also be "affili-

ated or tinder common control with a
hospital."

I appreciate, of course, that the An-
derson proposal from the start has in-
cluded nursing home care among the
services for which benefits are available
only when the homes provide highly
skilled nursing care suitable for those
transferred from hospitals. I agree with
this limited purpose.

I do not think, however, that the hos-
pital-affiliation requirement, which was
not in the original Anderson-King pro-
posal, adds a requirement that neces-
sarily contributes to the degree of skill

required by the nursing home in order
to participate. Probably most hospital-
affiliated nursing homes are among the
homes providing skilled nursing care, but
they certainly do not have a monopoly
of such skills.

Furthermore, I think there is an un-
fortunate problem created in passing
legislation which is widely billed as in-
cluding nursing home benefits, when such
a tiny fraction of the nursing homes in
the United States meet the stated re-
quirements.

I am apprised that only about 5 per-
cent of the nursing homes in the country
are presently hospital affiliated"; where-
as perhaps 20 percent of all nursing
homes provide "skilled nursing services"
meeting all other requisites of the bill.

In Pennsylvania, I have been advised
by the department of public welfare,
there are only 7 nursing homes with hos-
pital affiliations, although there are as
many as 55 homes providing registered

nurse service around the clock and pre-
sumably meeting the other requirements
of the Anderson amendment.

I see no reason why any homes pro-
viding skilled nursing services in Penn-
sylvania or elsewhere should be excluded
from coverage under the bill.

The PRESIDING OFFICER. The
amendment will be received and printed,

and will lie on the table.

Mr. HRUSKA. Madam President, I

rise to speak in opposition to the Sen-
ate of the Anderson amendment to H.R.
10606, the welfare bill. I am deeply
concerned with its implications.

I need not point out to my learned
colleagues that the amendment contains
much to ponder, for they have had at

least a brief opportunity of glancing over

it. Yet, as important as the amendment
is substantively—and no measure which
has come to the Senate floor this year
contains matter of more importance—

I

feel that the manner in which the
amendment was brought before us de-
mands an even higher priority in our
deliberations.

We are confronted here with a care-

fully calculated attempt to avoid the
Senate committee entrusted with the re-

sponsibility of dealing with such meas-
ures. The junior Senator from New
Mexico, himself a member of the Fi-

nance Committee, is presumably fully

aware of that committee's function, of

that committee's duty, and of that com-
mittee's competence. It is, therefore,

even more surprising that he has by-
passed the Finance Committee and of-

fered his amendment in this unusual
fashion.

I know that if I were privileged to be
the chairman of a Senate committee un-

der these circumstances I would take
this action as a personal affront.

Its effect is to force the Senate to a
vote on a highly controversial measure
without the benefit of the committee's
hearings, findings, and recommenda-
tions. It is an attempt to usurp our de-
liberative function and to stampede this

body into hasty, ill-considered action.

Congress possesses the exclusive power
to legislate. But it becomes obvious
that this exclusive power is being chal-
lenged by the Executive, which would
not otherwise press this amendment in

improper fashion.

At issue here is whether the Senate
of the United States is to legislate sis

the Constitution intended, or whether
this body will henceforth function as an
unwilling cosigner of the Executive's
notes.

At issue is whether the Senate blindly
places a rubberstamped seal of approval
on all administration directives, or
whether the Senate will defend its con-
stitutional prerogatives against the
heaviest Executive pressures.

The Senate's committees are the Sen-
ate's eyes. Without them we cannot see
our way, for no single Senator can com-
prehend the vast quantity of complex
and diverse measures upon which we
must vote "yea" or "nay."

I submit that this body's insistence
upon orderly procedures is essential to
its continued existence as a deliberative

body. And I will go one step further,
Madam President:
Unless these incursions into the powers

and prerogatives of Congress are re-
sisted and beaten back, this will become
a ceremonial body at the beck and call

of the executive branch of government.
Let us consider separately the two

pieces of legislation now before us,

forcibly wedded at shotgun point.

H.R. 10606 is a complex measure 102
pages long which would amend 4
titles contained in the Social Security
Act. Whether the Senate passes this
bill into law or not, the Senate will at
least know what it is doing. For this
bill has been subjected to the full meas-
ure of legislative testing upon which the
Senate is accustomed to rely.

It was originally introduced by the
administration as H.R. 10032 and sent
to the House Committee on Ways and
Means for consideration That com-
mittee held hearings—3 full days of
them, morning and afternoon—and
heard the testimony of 47 witnesses who
appeared in person.
Also entering into the committee's de-

liberations were the 113 written state-
ments submitted by interested and in-
formed persons and groups. From this

material, the House Ways and Means
Committee then fashioned a bill—a bill

so substantially changed that it was as-
signed a new House number, -H.R. 10606,

before it was moved to the floor. This
means that opportunity to present,
argue, and incorporate conflicting views
was fully accorded.
Accompanying the bill, as is usual, was

the committee report explaining in de-
tail the effect of each provision.

Members of the House were then given
ample time to study not only the commit-
tee, report, but the 697 printed pages, of
the hearings. No member, therefore,

could plead a lack of familiarity with
H.R. 10606 by the time it reached the
floor of the House. Each vote cast could
be as informed a vote as the Member
troubled to make it.

Even so, the technical nature of the
bill required that it be released to the
floor under a closed rule. But there it

passed, after 4 hours of debate, by a
vote of 319 to 69. Several Members of

the House nevertheless expressed their

regret that amendments could not be
offered.

H.R. 10606, 81 pages long by now, then
came to the Senate and was duly re-

ferred to the Finance Committee. Once
more it was subjected to hearings—this

time for 4 full days. Once more wit-
nesses appeared before a committee of

Congress—36 of them at this time, and
again additional written statements were
filed with the committee for its collective

digestion.

In due course the Finance Committee
reported the bill, amended in a number of

important ways. And it comes before

us as the thoughtful product of many
men's judgment, critical faculty, knowl-
edge of the subject, exposure to the opin-
ions of witnesses pro and con, as well as
adaption of committee members' diverse

views after full discussion.

It is ready for the Senate's considera-
tion. Our distinguished colleagues on
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the Finance Committee have done their

part, and what they have placed before

us represents a distillation, a refine-

ment, a synthesis, an informed recom-
mendation.

Regardless of whether H.R. 10606 were
to be accepted or rejected by this body,

we shall consider it in the full illumina-

tion of the committee's familiarity and
study. We shall not be required to grope
for our best course of action in the twi-

light of half-knowledge or the darkness
of ignorance. We shall have a law with

a seasoned, well considered legislative

history—something valuable to go by in

applying it.

Regardless of whether H.R. 10606 is

passed or not, this bill represents the

legislative process at its very best—often

productive of wisdom, never infallible,

usually the best workable solution that

able legislators can evolve.

If this procedure cannot eliminate

error, at least it can minimize it. In this

imperfect world we can and must do our
best for the people with whose lives and
property we are dealing.

Let us now contrast H.R. 10606 with
the Anderson amendment which hangs
like an albatross around its neck.

We shall be required to vote on the
amendment pretty soon. What do we
know about it?

We know that it represents major
modifications of the King-Anderson bill,

and that it has been attached to H.R.
10606 for political reasons considered

good and sufficient but above all highly

politically expedient by the administra-

tion.

Very well. What do we know about the

King-Anderson bill?

We know that the House Ways and
Means Committee held hearings on it

last year. That the committee was re-

ported by the press to be lined up, 15

to 10, against discharging the bill to the

House floor; that 4 volumes of printed

hearings containing over 2,000 printed

pages are available to any Senator who
wishes to read them prior to casting his

vote, but that they shed no light on
radical changes made in the bill by the
Anderson amendment.
When the so-called King-Anderson

amendment was submitted on June 29,

it was not even fully written; it was not
even fully and completely formulated.
That is pretty well indicated by the re-

marks and characterizations expressed
by various Members of the Senate at the

time the so-called King-Anderson
amendment was submitted.

For example, at page 11416, of the
Congressional Record, this language ap-
pears. It is by the junior Senator from
New Mexico:
We do not completely agree on the option

provision. We have found it extremely
difficult to handle. I thank the Senators on
the Republican side of the aisle who have
allowed this amendment to go forward, so
that it may be printed for information only,
without saying that we agree absolutely with
everything it may contain.

At another place, on the following page
in the Congressional Record, there ap-
pears this language by another Senator

:

We shall be working further on the option
plan in an effort to come to an agreed posi-
tion on that point.

On the next succeeding page, another
Senator said:

/We are working to secure further improve-
ments In this section of the bill.

On the following page there is a fur-
ther statement by a Senator, who said:

As that measure is debated and refined we
can improve upon the option provision.

Finally on the next page of the Con-
gressional Record, I find this statement:

I do not believe that this provision

—

The option provision

—

goes far enough. I have coauthored the
Javits-Anderson amendment with the under-
standing that our good faith discussions wUl
continue and that when this matter is con-
sidered In the Senate we shall have the op-
portunity to strengthen this particular aspect
of the proposal.

Therefore we can see that although
there are 2,000 printed pages of testi-

mony taken before the House commit-
tee, they cannot possibly shed too much
light on a bill which was not even in
existence at the time the 2,000 printed
pages of testimony were made a matter
of record.

We know, also, that the King-Ander-
son bill, as originally formulated is still

under consideration by the House Ways
and Means Committee; and that the
Senate Finance Committee voted 10 to 7

against considering the bill until the
House had been given the opportunity
of taking action.

What else do we know that might
prove helpful as we prepare to consider
the Anderson amendment on its merits?

Well, Madam President, we know that
the King-Anderson bill is the successor
to the Forand bill and that the Senate
Finance Committee once held hearings
on that particular piece of legislation.

My learned colleagues may also re-
member that in 1959 the Senate Finance
Committee voted 12 to 5 against releas-
ing the Forand bill to the floor—this
after thorough study. The Senators
may also remember that an effort to
overrule the committee's action was
made by the junior Senator from New
Mexico, and the then Senator, but now
President of the United States, John F.
Kennedy. Together they proposed an
amendment to H.R. 12580, the addition
of a modified version of the Forand bill.

The Anderson-Kennedy amendment
was beaten.
But the President's cosponsor, the dis-

tinguished junior Senator from New
Mexico, is back to the well once more

—

this time with the message that "unless
favorable action is taken now, health
insurance for the aged could become a
major issue in the fall elections, and
next year a bill will be passed." I am
quoting now from the Senator's state-
ment made on the floor last Friday. The
Senator continued, in part

;

But the problem that confronts our aged
people is so pressing that I hope we will
not delay a solution another year.

I find this entire presentation con-
fusing, Madam President. In the first

place, the Anderson amendment would
not, even if it became law, take effect

until January 1, 1964. It seems to me,
therefore, that there is sufficient time
between now and then to follow the ad-

mittedly slower but infinitely wiser pro-
cedure of the Senate, which requires the
orderly progression of legislation from
the House committee to the House floor,

from the House of Representatives to
the Senate, and from the Senate to the
appropriate committee of the Senate.

I am also somewhat at a loss to un-
derstand the distinguished Senator's
reference to the fall elections, which
hardly seem germane to the legislative

process of this body. In a federated re-,

public such as ours, in which the will of
the people is determined by democratic,
constitutional procedures, what can any
Senator find as horrendous and undesir-
able as the reference of a multi-billion
dollar measure to the electorate of the
Nation? Not only a very expensive bill

in terms of dollars, Madam President,
but also one which will deeply, sharply
cut into the daily lives of every citizen

of this Nation. In the minds and strong
belief of many knowledgeable persons,
the impact of that measure as law would
adversely and irretrievably affect the
well-being and the mode and span of
life of our entire population. But effort

is being made to do away with seasoned
and proper deliberation and treatment,
in the "world's greatest deliberative leg-
islative body."
In any case, however valid the spon-

sors' reasons for embarking upon their
present course, we are still faced with
the unpleasont prospect of voting on
their amendment. It will be unpleasont
because we cannot do so knowledgeably.

It is possible that the sponsors en-
vision the Senate as a committee of the
whole which, because it outnumbers the
members of the Finance Committee so
substantially, can thereby speed the
legislative process by sheer weight of
numbers. But if this is the case, and if

I am right in my assumption that this

is their reasoning, I must beg leave to
differ with him.
We cannot, within the few days al-

lowed us by an impatient administra-
tion, do more than cross our fingers,

cast our votes, and hope for the best.

Certainly we cannot know what we are
doing.

It is generally accepted that the So-
cial Security Act—all 15 separate titles

of it—comprises one of the most com-
plex and technical laws on our books.
It is also accepted that title H of the
act, the title dealing with the old-age
and survivors disability insurance pro-
grams, is the most difficult and compli-
cated section of the entire law.
The Forand bill, about which we know

a little something; the King-Anderson
bill, about which we know very little ; and
the Anderson-Javits amendment, about
which we must so hurriedly learn, all af-
fect title II.

To whom shall we turn for knowledge,
Madam President? Because the admin-
istration is willing to present its own bill

without hearings, must the Senate ac-
cept the Executive will as an adequate
substitute? If the administration feels,

as I am persuaded it does, that it is un-
able to dragoon the committees of Con-
gress, must we therefore accept its right
to dragoon the Congress itself?

I believe Senators on both sides of
the aisle will agree that this effort by the
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Executive to cut Congress down to its

own small size and caliber degrades the
authority which is reposed in the legis-

lative branch by law.
Let me also set straight, for the rec-

ord, any suggestion that the Senate Pi-

nance Committee has lacked diligence in

the discharge of its duties.

Not for many years has the committee
been faced with a more demanding
schedule. It has thus far held hearings
almost daily and discharged a number of

the measures bearing a high priority

rating from the administration. To be
specific, the Senate Finance Committee
has heard witnesses on the President's

new tax bill; the reciprocal trade bill;

the debt limit bill; the sugar bill; the ex-

tension of the Renegotiation Act; two tax
extension bills; and H.R. 10606, which is

now before us.

Few committees of the Senate, if any,
have worked harder and more intensely.

Pew members, if any, of the Senate Pi-
nance Committee have been more tire-

less in the discharge of their duties than
the committee's own chairman, the great
Senator from Virginia [Mr. Byrd].
No, Madam President. We cannot

take the Finance Committee to task for

any fault. Nor can we say that the
House Ways and Means Committee and
its able chairman have been derelict.

The committees of the Congress are
still functional, still responsible, still

capable, still hard working. If they are
to be ignored by the administration we
must look further for a reason than the
Executive impatience with an unhurried
process.
Perhaps there is a clue in the nature

of the legislation itself.

Senator Anderson has expressed con-
cern that if his amendment is not passed
this year, it will become an issue in the
fall election. At the risk of sounding
cynical, I wonder, Madam President, if

this is not the administration's intent?
Certainly I have heard no administra-

tion spokesman thus far who has sought
to quiet controversy on the subject of
health care for the aged financed through
a social security tax. To the contrary:
I have heard Cabinet officers, top admin-
istrators, municipal officials, petty office-

holders, and Members of Congress as well
as the President himself merge their
voices as an administration chorus.
We have heard them as they shouted

from the rooftops, urging the crusade for
passage of the King-Anderson bill. We
have watched them circulate the peti-
tions, hand out the literature, lean on the
doorbells, pass out the post cards for
mailing to Members of Congress. We
have seen them coordinating their plans
with the leaders of labor, of employees,
and other organizations, organizing the
aged into pressure groups, grinding out
the releases—and using every communi-
cations medium except the tom-tom.

Is it possible that the administration
forces were unaware that elections will

be held this fall? Surely not, for the
administration prides itself upon its

grasp of practical pontics.
The fact is, the administration has

sought to apply the hammerlock of public
pressure on both Houses of Congress. It

has hoped thereby to force the King-An-
derson bill into law—to use it, and the
fall elections, as the stick with which to

beat the donkey or the carrot with which
to tempt him.
The Anderson-Javits amendment is

simply more of the same. It is one more
effort to bully Congress into legislating

on the basis of emotion rather than
reason.
The Executive is not concerned that

not a single word of testimony has been
heard from the public this year. The
Executive is not upset at the prospect of

the upcoming vote, which must neces-
sarily be based upon the insufficient

knowledge of the Senators. And the Ex-
ecutive is not alarmed at the prospect
that the Senate, if successfully buffaloed,

will lose forever some considerable por-
tion of its authority and stature.

The committee system is an old one,
Madam President, and it has withstood
many an assault before this one. It has
done so because it has been strong enough
to do so, and it has derived its strength
from the individual Members of the Con-
gress it has been designed to serve.

I am sure the administration knows
that the Legislative Reorganization Act
of 1949 formally assigned the Senate
Finance Committee jurisdiction over the
national social security program. And I

am equally sure that the administration
is aware that tax legislation must origi-

nate in the House of Representatives.
Not too many days ago it was brought

out by the Senator from Oklahoma and
the Senator from Utah that if the King-
Anderson bill in its present version were
to become law the increase in the taxes
springing therefrom would be on the
order of about $810 million a year for

its first full year of operation. It was
the estimate of the Senator from Okla-
hom that this is the largest single in-

crease in taxes which has confronted
Congress in many years.

I do not seek to advise the adminis-
tration as to the means it should employ
to further the passage of its favored
measures. However, I do seek to remind
Senators that the extraprocedural at-
tempt to adopt the Anderson-Javits
amendment is not the product of the
administration's innocence or lack of
knowledge. Instead, it is a massive as-
sault upon the dignity, prerogatives, and
responsibilities of Congress and the peo-
ple to whom Congress must answer.
Long after all of us have been re-

placed as Members of this body, the
Senate will remain. Whether or not it

remains authoritative and responsible,

independent but coordinate with the
executive branch of government, will de-
pend upon the steadfastness with which
we resist this and future efforts to bring
us to heel.

Without reference to the merits of the
proposed amendment, but on procedural
grounds alone, I urge that the Anderson-
Javits amendment, as modified, be re-
jected.

Mr. COOPER. Madam President, I
ask unanimous consent to have printed
in the body of the Record, a transcript
of a discussion between Senators Ander-
son and Javits about the proposal be-

fore us, which was broadcast over New
York television stations yesterday, Sun-
day, July 15, 1962. I do so because I

think this discussion by the chief spon-
sors of bipartisan proposal of health in-
surance for the aged explains in a clear
and understandable way the issue upon
which the Senate will vote tomorrow.
There being no objection, the tran-

script was ordered to be printed in the
Reord, as follows:

Changes in the Medicare Bill

Senator Javits. This is Senator Jacob K.
Javtts with a report from Washington and
we New Yorkers have the great privilege in
having as our guest on this show, Senator
Clinton P. Anderson, of New Mexico, the
chairman of the Committee on Interior and
Insular Affairs of the Senate, former Secre-
tary of Agriculture, a very distinguished
Senator, businessman, Insurance executive,
and famous in our country today as one of
the principal authors of the bill for medical
care for those over 65. I'm sure most every-
one knows now that Senator Anderson and
I have gotten together on our ideas for the
medical care program. We are looking for-
ward optimistically to the voting this week
and the expectation that the Senate will
pass what Senator Anderson has kindly re-
ferred to as a greatly improved bill. Senator,
would you tell us a little about the changes
in the bill, as you see them?
Senator Anderson. Well, thank you. First

of all, I want to say to the people of New
York that I am very delighted to be associ-
ated with you in this endeavor. It has been
a real pleasure to work with you and to
realize the extent to which you have great
Interest in this problem. Now to talk about
some of the changes. I think the principal
change, probably the first change I should
mention, is the fact that we have added
about 2% million more to the 15 million that
are already covered. In other words, we have
complete coverage now of all people past 65
who are in need of assistance. For example,
in New York State there are about 1,811,000
people who are past 65 and all but 30,000 of
those are sure to be covered now by the bill
that you and I have been working on Jointly.
And I say this, it is a great improvement.
It is taken directly from your proposals, and
I am very happy that we have done it, be-
cause it permits us to say now that the aged
will have a real change. We have given them
all sorts of chances to choose from a package
of benefits, through private insurance,
through group practice, other voluntary
plans. I think this is extremely important.
Those of us who worked on the original bill
were not so worried about group policies and
what might happen in the differences in the
packages. You have recognized that there
are people of different financial means who
look upon these things in a different way.
And therefore, by these changes that we
have put into it, and by the options that
you have insisted upon, we have been able
to make far better coverage for the people
who are going to be under it. The funda-
mental benefits still stand—90 days hospital
care, 180 days skilled nursing home care, 240
visits a year that might be placed for health
purposes—but you have added an option to
these and perhaps you ought to tell about
the changes because it is yours.

the option provision

Senator Javits. First, as Senator Ander-
son emphasized, and it can't be emphasized
too much, this is now well-nigh universal
coverage. As far as it goes, that is, for hos-
pitalization, nursing home, and home health
care, it will cover all those over 65, whether
or not social security beneficiaries. That
was one of the big things which I and Sen-
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ator Keating; Senator Cooper, of Kentucky;
Senator Ketchel, of California, have been
contending, and we've always been joined by
Senator Case, of New Jersey, who's been on
this bill going way back to August 1960.

Now the option which we are offering is for

the beneficiary who wants to join a private

plan, group practice unit, Blue Cross opera-

tion, a trade union, a pension and welfare

fund, or a group policy which he's been
carrying before he became 65. The option

will entitle him to hospitalization for 45 days

without any deductible amount. Senator
Anderson's bill calls for 90 days with the

first $90 of cost paid by the individual him-
self, but the option provides that a private

insurance carrier can write a plan for 45

days' hospitalization without any deductible

and without any payment required for first

cost care. Now this is extremely valuable

because the carriers, these Insurance compa-
nies and similar organizations, can then give

insurance over, above, and beyond hospital-

ization, nursing home care, and home health

care, for a very small premium . For exam-
ple, It's been estimated that for as little as

$3 a month, services of a physician and sur-

gical services may be added to the basic hos-
pital package. The way in which this has
been accomplished is by entitling the private

insurance company to recover from the Gov-
ernment for whatever It pays out in benefits

under the plan. In addition to the two
really landmark improvements of covering
those not on social security and the option
to everyone to carry a private plan with
some more benefits, Senator Anderson's bill

also has been improved to include the crea-

tion of a separate trust fund through which
this whole plan will be administered so citi-

zens can see the cost very promptly. Also,

a large share in the administration of the
plan goes to the States as well as to coopera-
tive organizations, like Blue Cross. There
are other Improvements which Senator An-
derson will tell us about, with respect to
accreditation of hospitals, and similar mat-
ters.

ACCREDITATION OF HOSPITALS

Senator Anderson. Well, I'm going to say
that of the things we ran into, one was that
people would quote an old statement made
by Nye Bevan, of Britain, many years ago
that if you can control hospitals, you may
be able to control the doctors. Now you and
I don't want to control doctors, and we have
agreed on that thoroughly. So, therefore,
we looked at our bill and said, "What Is

there in this that worries people?" And we
found it might come on the accreditation of
hospitals. And therefore, we set up a Joint
committee on accreditation of hospitals, to
determine if hospitals were qualified to pro-
vide the care carried by this bill. And the
group that will look at it would be the Amer-
ican Medical Association, the American Hos-
pital Association, the American College of
Surgeons and the American College of Physi-
cians. Now nobody could say we're trying
to stack the deck. That's absolute evidence
that we want what we say we want, mainly
good health care for the aged. And we're not
trying to persuade them to follow any par-
ticular line of philosophy, just to get well.

ROLE OP INSURANCE COMPANIES

Senator Javits. Well, Senator, while we are
finishing off a discussion on the terms of the
bill itself, I would like to make it clear to

my fellow New Yorkers, that though there
are not too many insurance companies and
even cooperatives and other carriers who say
now that they're going to use this option
which we spent so much time and effort de-
veloping, I think it's very sound and very
important, and knowing life as we do, we
have every right to expect that just as the
Insurance companies embraced coverage for

Government employees, when they had the
choice, you'll find a lot more people In-
terested in this business once a bill like this
becomes law.
Senator Anderson. Oh yes, and I go back,

of course, quite a long way, because I was
around here when we were discussing the
original passage of the Social Security Act.
Many of us contended then that this would
be very beneficial to the insurance companies
in selling policies for retirement, for annui-
ties and increasing the amount of life cov-
erage. It's worked out exactly that way, and
I predict to you that the greatest boon in the
sale of health insurance that this country
has ever known will follow the passage of
this act. Because it would take care of basics
and then people could say: Now in addition
to the basics, I would like to buy for myself
certain other types of services. And the
means to do that has already been provided.

AN AMALGAM OF IDEAS

Senator Javits. Well, I would say, Senator,
that between us we have probably proved
what the people often know better than leg-
islators—that these things do cross party
lines, and that the pooling of ideas to the
ultimate attrition of debate works out best
for the American people.

Senator Anderson. Oh, without any ques-
tion. What I've been amazed at is the way
we were able to bail out an amalgam of our
ideas, our thoughts and our desires. We have
now what I regard to be an extremely good
bill.

THE voting next week
Senator Javits. Well, Senator, could we

take a look at next week's voting, because I
think the whole nation's kind of waiting on
that, and would you give us your view as to
how we'll do in what will probably be the
showdown vote, which is a motion to table
this bill we're talking about?
Senator Anderson. Well, I believe and I

hope and I have reason to believe that the
motion to table will not carry. Now the mo-
tion to table is an ingenious thing. It per-
mits a person to vote to kill something and
then say, "But I never voted on that; I

voted on a parliamentary procedure." We've
got to be sure that the country understands,
this is not a parliamentary procedure, this
is a question of life and death for a bill that
gives adequate care to the aged. So we be-
lieve that vote will go our way. If it does,
then after 4 hours more debate, I hope we
will then come to the real question of the
amendment which will take care of the ag-
ing. On the motion to table, it's a close
vote, we need the help of every person we
can get, but I believe it will succeed. Beyond
that, of course, it will go to the House, where
you and I have both served, and you and I

both understand the problem which exists
there.

chances of house passage

Senator Javits. Well, Senator, of course,
the House will never have a chance -to do
anything about it unless we pass it in the
Senate, and I think it's extremely important
that people keep their eyes clearly on the
performance of every Senator In this respect:
this is not a partisan issue any more, what-
ever may have been said about it before. It
is very effective and strong and deserves bi-
partisan support. Now I predict with you
that we will win these showdown votes and
that this bill will pass the Senate. And it

'will then be up to the House. But it will

not happen unless the public, which has been
writing you and me and many others thou-
sands upon thousands of letters, is keen and
alert to what each of these votes mean. Now
in regard to the tabling vote, some people
may try to excuse themselves from voting the
wrong way on the ground that this repre-
sents an effort to tack something on to an-

other bill in the Senate which did not actu-
ally go through the House or that it hasn't
had enough hearings. Now there's a whole
library full of hearings upon this very prop-
osition over the past years, and we've shown
that to our colleagues on the Senate floor.
The Library of Congress has made a study
showing that there are countless instances
where the Senators acted and put a measure
of this character on another bill that came
over from the House, the- House has then
acted concurrently and the bill has become
law. There's no reason in the world why the
House shouldn't act in this matter, and I

would like to say to you. Senator, and I
know New Yorkers would be very interested
In your views on this, that notwithstanding
all the predictions about the fact that what-
ever we do, the House won't pass this bill, I

believe that if the Senate passes it, and the
people will take that as their signal to move
into this situation strongly, they will insist
that the House must pass it too, and we'll get
a law in this session of Congress.

Senator Anderson. Yes, I think so, I want
to tell you why. Senator Javits. It's because
we have joined in a bipartisan venture.. If

we had left it as a political Issue, then we
would find, of course, that there was no real
reason why maybe the House members of
the Ways and Means Committee should re-
verse their former positions. But you have
greatly improved the bill, and working to-
gether, we have developed a much better bill,

a bill that truly is a bipartisan venture, and
therefore, I think that if the Ways and
Means Committee were called upon to act
upon the bill, and with all your packages in
it, that -we can expect a favorable House re-
action. I was on the Ways and Means Com-
mittee of the House of Representatives. I
know it's very sensitive to public wishes, and
we would be able in this event, I am sure, to
prove that the public wants this kind of
a bill. I picked out of the old oath of Hip-
pocrates these words: "Healing is not a mat-
ter of time, it is sometimes a matter of oppor-
tunity." And if we don't give the aging a
chance to have the opportunity to get heal-
ing, then we haven't treated them properly
in my opinion.

ama opposition

Senator Javits. And Senator, you have
made It crystal clear that this opposition
which we know exists from the American
Medical Association is Just not warranted by
the facts. They are seeing hobgoblins as to
what this might amount to someday if it's

continued to expand and expand and expand.
I cannot see anything in this bill whatever,
which represents any compromise of the
private relation between doctor and patient.
I can only see the concrete base for better
medical care for the aging than ever before,
including those who can't afford it.

Senator Anderson. Yes; I want to Join you
very sincerely in that expression. I'm prob-
ably alive today because of fine doctors.
I've gone to fine doctors all my life. I have
had no animosity and I say to you that if I

thought this was going to hurt the medical
profession, I would not be Joining with you
in sponsoring it. It will not. It will help.

It will be a fine thing for this country, and
it's something that you and I are going to
be very happy about in the years that lie

ahead.
Senator Javits. Well, I'm very happy, Sen-

ator Anderson, to have Joined with you and
to have made it possible for Republicans to
vote on this measure without any feeling

that they are voting on some partisan Demo-
cratic or administration bill. It deserves
and should get universal support, and the
people can largely see to that. Senator,
thank you very much, and I know I say this

on behalf of every New Yorker, for all you've
done on medical care for the aging.
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PUBLIC WELFARE AMENDMENTS OP
1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance ant1 child
welfare services programs of the Social
Security Act, and for other purposes.

MEDICAL CARE FOR THE ELDERLY

Mr. SALTONSTALL. Mr. President,
I intend to vote to lay the Anderson
amendments on the table. I shall do so
because I do not believe we should put
medical care for our elder citizens on
a social security basis.

Last week on Thursday I offered an
amendment which would have extended
services for medical care of our citizens

over 65 on a voluntary basis, subject to
annual appropriations by the Congress.
The amendment would have extended
the Kerr-Mills Act, adding a number of
additional services for our elder citizens

who need medical care. It would have
modified the means test by increasing
the number of people who would be eli-

gible for benefits, thus putting it on a
more realistic basis.

I believe we should give the Kerr-Mills
Act a further trial. It is working effec-

tively in Massachusetts. I believe some
24 States have adopted the program, but
in 4 States, of which Massachusetts
is one, it is used more extensively. In
fact, these four States account for 90
percent of the cost to the Federal Gov-
ernment of the Kerr-Mills Act at the
present time. It is State-administered,
voluntary, and provides a comprehen-
sive program of medical benefits. I

would prefer to wait and give this law

an opportunity to be implemented in
more States and expanded in others
rather than to embark on a new plan
which would be federally oriented,
costly to administer, and would impose
a regressive tax on employment.
The Anderson amendment would put

medical care on a social security basis,

run by the Federal Government through
a new Federal bureaucracy, with an ex-
traordinary increase in the cost of social
security over the years to come. Such
a system would be difficult to repeal even
if it did not work. It would be difficult

to change. If, on the other hand, the
program were subject to annual appro-
priations on a voluntary basis Congress
could more readily change it by chang-
ing the amount of the appropriation if

Congress thought it was not being fairly

administered.
For these reasons, very briefly stated—

a summary of what I said in full last
Thursday in connection with my amend-
ment—I shall vote to lay on the table
the Anderson amendments.
Mr. AIKEN. Mr. President, I doubt

there is much more that can be said for
or against the Anderson-Javits amend-
ments, on which we shall vote at 3
o'clock. In the final analysis how we
vote on the motion to lay the amend-
ments on the table will depend upon how
they would affect our own people, our
own neighbors, our own friends who live

in our communities.
My colleague [Mr. Prouty] has al-

ready pointed out that of the 192 nurs-
ing homes in the State of Vermont which
qualify under the Kerr-Mills Act in the
old-age assistance program only 3
could qualify under the Anderson-Javits
amendments as they now stand.
Very generally, Mr. President, the An-

derson-Javits proposal would be favor-
able to the urban areas, but I think it

would be discriminatory so far as the
rural areas of this country are con-
cerned.

In addition to the inability of nursing
homes in my State to qualify, there are
many other serious defects in the pro-
posal. The method of raising funds to
pay the costs is a discriminatory method,
in that it would make the entire cost
payable out of a tax on people with low
incomes in this country.

In order for country people to take ad-
vantage of the benefits offered by the
Anderson proposal it would really be
necessary for them, when they reach a
certain age, to migrate to the cities or
the larger centers of population. Our
people, who have been raised in the vil-

lages and on the farms of Vermont, do
not want to move to town to take advan-
tage of new Federal programs. They
want to stay with their neighbors, where,

they have spent the best years of their

lives. If they are sick, they want people
to take care of them in their homes.
They could not get that treatment un-
der the measure on which we are asked
to vote.

If the criteria established by these
amendments should stand—they now
would require all nursing homes which
participate in the program to be abso-
lutely fireproof—the next logical step to

be taken would require all people to live

in strictly fireproof homes. That is not
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too farfetched, but it is something we
are not ready for, and for which we will

not be ready for some time.

Vermont has established a program
under the Kerr-Mills Act. It is an ex-
perimental program. I think that at

present it is probably an inadequate pro-

gram. The director of the program un-
der the Kerr-Mills Act has been given au-
thority to amend the State legislation,

to try out whatever he has to try out,

until the legislature meets next winter,

when his recommendations can be firmed

up. It looks as if the Kerr-Mills pro-

gram which permits the people to stay at

home and get medical care and other

care, is superior to any program which
would make it virtually necessary for

them to move to large towns or cities to

secure full benefits.

For this reason, because I am going to

vote for what I think is best for the peo-
ple of my State, I feel I shall have to vote

to table the Anderson-Javits proposal.

Mr. DIRKSEN. Mr. President, I sug-

gest the absence of a quorum .

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to call

the roll.
"

Mr. DIRKSEN. Mr. President, I ask
unanimous consent that further pro-
ceedings under the quorum call may be
dispensed with.
The PRESIDING OFFICER. Without

objection, it is so ordered.

RECOMMENDATIONS ON FINANCING OF HEALTH
COSTS FROM THE WHITE HOUSE CONFERENCE
ON AGING

Mr. McNAMARA. Mr. President, dur-
ing the course of his floor speech on
July 11, my able colleague and good
friend the senior Senator from Colorado
[Mr. Allott] stated that the majority
view emanating from the White House
Conference on Aging opposed the financ-
ing of medical care under social security.

He was concerned that "in the delibera-
tions which are now taking place in this

Chamber we are disregarding the con-
sidered judgment of experts" who for-

mulated the White House Conference
recommendations.

I too am concerned that our delibera-
tions should not ignore the considered
judgment of these experts; that we
should clearly understand that the ma-
jority of the White House Conference
delegates charged with developing the
recommendations on the financing of

health costs unequivocally favored the
use of the social security method as
the basic program.

I feel it essential that I correct the
record, because the document from
which my colleague drew his erroneous
impression was a committee print issued
by the Senate Special Committee on
Aging containing the basic policy state-
ments and recommendations of the 1961
White House Conference on Aging.

The correct information is in this
document. My colleague, however, sim-
ply read from the wrong pages

—

from pages 37-38, headed "Policy State-
ment and Recommendations—Institu-
tional Care," and not from the pages
beginning with 12, which reported the
policy statement and recommendations
of "Section 2. Income Maintenance,

Including Financing Health Costs." This
section—section 2—was the White House
Conference section which had been spe-
cifically charged with responsibility for
developing the recommendations on the
financing of health costs.

The recommendation of section 2, the
only recommendation on financing of
health costs that can be properly labeled
as the majority view emanating from
the White House Conference, read as
follows:

Financing Health Care

The problem of furnishing an adequate
level of high-quality health care for the
aged is so large and so complex that its solu-
tion wiU require the use of a variety of ap-
proaches, including individual and family
resources, voluntary health insurance, in-
dustrial programs, social security, public as-
sistance, and a variety of other programs.
Present Federal legislation providing gov-

ernmental aid for recipients of public as-
sistance and for the medically indigent is

desirable and should be strengthened so as
to provide a high-quality health care pro-
gram. The States are urged to take full ad-
vantage of this legislation.

Voluntary health insurance for the aged
should continue to be expanded. Industry
should be encouraged to expand its health
care programs and extend to retired persons
the medical care protection afforded to cur-
rent workers.

Private voluntary effort and public as-
sistance can contribute much to the solu-
tion of the problem of health care for the
aged. However, they wiU continue to fall

short of meeting the basic medical care needs
of the aged as a whole. The majority of
the delegates of section 2 (by a vote of 170
to 99 ) believe that the social security mech-
anism should be the basic means of financ-
ing health care for the aged.
Establishment of a program of health

benefits financed in the same way as OASDI
cash benefits would give to the aged the as-
surance that the costs of essential health
care will be met when their working years
are over. The mechanism of contributory
social insurance, under which contributions
are made by workers during their working
years, will then provide health care to pro-
tect them in retirement. Such legislation
would help to ease the problems of hos-
pitals, public assistanco programs, and pri-
vate philanthropy and would relieve volun-
tary insurance programs of the burden of
carrying this high-risk group.
The minority believe that social security

should not be used to finance health care;
that such use would interfere with the phy-
sician-patient relationship; that it is un-
necessary because of the potential growth of
voluntary insurance; and that all needy aged
can be cared for by public assistance through
the recently enacted Federal program of
health care for the low-income aged. In
addition, they believe that the social security
program should provide for cash benefits
and not for services of various kinds.

I cannot understand how the Senator
from Colorado happened to miss this
major recommendation. The introduc-
tion to the report from which the Sen-
ator read had flagged the fact that the
financing of health costs was the most
discussed problem of all those consid-
ered by the conference and had made
clear that the recommendation would
be found under the heading of "Income
Maintenance," by stating:

Seven work groups in the section to which
the matter was assigned by the National Ad-
visory Committee—income maintenance

—

devoted their full attention to the problem.
Six of the seven work groups voted to sup-

port the principle of paid-up health insur-
ance through the social security system.
Their recommendation was adopted by the
section, and reported to the total confer-
ence at one of its final plenary sessions.

What my colleague from Colorado
thought were the majority views of the
White House Conference were, in fact,

the views coming out of "Section 5.

Health and Medical Care, Including In-
stitutional Care." This section had no
responsibility for the general area of
the financing method. Its responsibility

was "the character, quality, and cost of
personal health services, facilities, and
personnel, and the implications that the
financing method has upon them." In
that connection, the sentence stating
"Compulsory health care inevitably re-
sults in poor quality health care" was al-

lowed to remain in section 5's policy
statement. This is the sentence the Sen-
ator from Colorado has mistakenly
labeled the view of the majority of the
conference.
In all fairness, it should be pointed

out that section 5—composed heavily of

doctors—also had a minority report
which read in part:

It is distressing to be told by organized
medicine that the quality of care the individ-
ual physician renders will be influenced by
the source of payment. We do not believe
this is so.

The confusion of the Senator from
Colorado is probably attributable to the
unwillingness of opponents of the social

security method to recognize that doctors
are not the group best qualified to solve

problems which are primarily economic
and social. A concerted effort prior to

the White House Conference on Aging
tried—but failed—to remove the subject
of financing of health costs from the sec-
tion on income maintenance, where it

had been assigned by the National Ad-
visory Committee at its initial meeting
in June 1959 and to place it in the sec-
tion on health and medical care where,
under the chairmanship of Dr. Leonard
Larson, president of the AMA, the doc-
tors could control the formulation of the
recommendation on financing.

I never cease to marvel at the assur-
ance with which organized medicine at-
tempts to determine our Nation's solu-

tion to problems that are primarily eco-
nomic. Doctors seem to think that med-
ical training makes them better qualified

than any political scientist or economist
to decide a course of action that involves
economics, society, and government.
Our doctors are well trained in medi-

cine. They approach problems of diag-
nosis and therapy and care with unemo-
tional, objective, scientific reason. And
they have disciplined themselves—most
of them—to handle only ailments with-
in their competence. They refer de-
cisions on matters on which they are not
expert to those who are.

The average general practitioner or
even the average surgeon will not un-
dertake an intricate operation inside the
heart or the brain. He will refer the
patient to a superspecialist in such oper-
ations. Confronted with a difficult met-
abolic upset, he will send a patient to an
internist. Given a complicated behavior
problem, he has learned to turn to the
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psychiatrist, just as he calls in an opthal-

mologist when he suspects an eye

He has learned to rely on himself in

areas in which he knows he has knowl-

edge and to get expert help and opin-

ion in areas beyond his training.

And above all else, the doctor has

learned to distrust his own judgment in

any matter in which his own personal

emotions might be involved. That is

why no good doctor undertakes to treat

himself or his family.

These are fine principles that our good

doctors follow, as individuals and while

practicing medicine. . We like and we
trust them for it.

But when they act as a group and in

realms outside their competence, when
the AMA takes over for them and gets

into areas in which they have had no
training and all too little education, then

these fine principles go down the drain.

Confronted by a problem of paying for

medical care—the economics of medi-

cine—does the AMA refer for advice and
guidance to a panel of specialists? Does
it ask a group of unbiased economists to

diagnose an economic situation and pre-

scribe a remedy? It does not.

Does it, when the problem involves its

relationship with Federal, State, or local

government, ask the American Political

Science Association to set up a panel of

trained, objective experts to suggest an
informed course of action? It does not.

In matters involving both its heart

and its pocketbook, does it, distrust its

own judgment and seek unemotional,

objective counsel? Of course not. In-

variably, in these matters in which it

has no competence whatsoever, it pro-

ceeds to diagnose its own case and to

prescribe a course of treatment not only

for itself but also for the Nation.

The people whose lives are at stake and
who must put up all the money involved

are told it is none of their business. If

a doctor is involved, then, even if the

question involves not medicine but

money, the AMA claims the sole right to

speak. The AMA reaches down into its

bundle of last century's economic and
political placebos, chooses the ones it

thinks might best divert or tranquilize

the people, and then calls in not eco-

nomic consultants but public relations

experts to persuade us to swallow them.

If a doctor followed such policies in

approaching the problems of his patients

the AMA would be the first to say he was
wrong. The AMA follows just those pol-

icies and the AMA has been just as

wrong.

The Senator from Colorado, apparent-
ly unaware that the AMA was not given

responsibility for drafting the White
House Conference on Aging recommen-
dation on financing of health costs, said

in his floor speech

:

I repeat "Compulsory health care inevi-

tably results in poor quality health care." I

would like to point out, for the benefit of

any of my colleagues who might have en-

tered this Chamber toward the end of my
statement, that I was not reading from the
Republican platform of 1960. I was read-

ing from the committee print published by
the Special Committee on Aging, listing the
recommendations of the White House Con-
ference on Aging of January 1961.

The minority views hold to the contrary,

and urge what is tantamount to medical
care under social security, although it Is not
specifically referred to as such. It is worth
noting that in July of 1962, just as In the
early days of 1961, the people of this country
continue to hold steadfastly to the view re-

flected by the majority in the White House
Conference.

Now that we have cleared the record
on what the majority view actually was

—

that it strongly supported the establish-

ment of a basic program for financing
health care for the aged within the
framework of the old-age and survivors

disability insurance system—I would
agree with my friend, the Senator from
Colorado, that

—

In July 1962, Just as in the early days of

1961, the people of this country continue to

hold steadfastly to the view reflected by the
majority in the White House Conference.

There is one other point on which I

would like to correct the record. This
relates to the misconception of the role

of the Special Staff on Aging of the De-
partment of Health, Education, and Wel-
fare. The Senator from Colorado said:

In the event that the successful imple-
mentation of Kerr-Mills has not proceeded
with such dispatch as its detractors would
wish, the responsibility must, in part, at
least, be borne by HEW. Under questioning
by Representative Melvin Laird and Chair-
man John E. Pogartt at recent hearings of
a House Appropriations Subcommittee, Sec-
retary Ribicoff admitted he had hired only 1

professional staff member, although Congress
had provided $145,000 to employ a staff of
18. Further questioning also brought out
that little has been done by the Department
to implement the 600 recommendations of
the White House Conference on Problems
of the Aging. One of them, dealing spe-
cifically with medical care for the aged, I

discussed a moment ago.

The accusation of failure to use the
money appropriated for staffing relates

to DHEW's special staff on aging, a staff

that has no administrative responsi-
bility for carrying out the Kerr-Mills
program. The responsibility for the
Kerr-Mills program is lodged in the Bu-
reau of Family Services of the Social
Security Administration.

I would agree that the Special Staff on
Aging of the Department of Health,
Education, and Welfare has an impor-
tant responsibility with respect to the
600 recommendations from the White
House Conference on Aging—to stimu-
late action where indicated, and to keep
a running summary of actions taken by
the appropriate agencies; thus at all

times to be able to report progress in

implementation of the recommendations.
But it would be completely improper for

that staff to take over the administra-
tive functions of Kerr-Mills or of any
other operating program.
Perhaps now that my colleague from

Colorado has been informed that the
majority recommendation of the White
House Conference on Aging favored fi-

nancing of health costs through social

security, he will not be so anxious to

prod the special staff and the Depart-
ment into activity to implement the
recommendation.

I ask unanimous consent that the Rec-
ord show, following these remarks, the
relevant excerpts from the official report

on "Income Maintenance Including Fi-
nancing of Health Costs From the White
House Conference on Aging." No cor-
responding report from the section on
health and medical care has ever been
printed.
There being no objection, the excerpts

were ordered to be printed in the Rec-
ord, as follows:

Excerpts From "Income Maintenance In-
cluding Financing of Health Costs," A
Statement of Problems, Issues and
Approaches Together With Recommen-
dations From the 1961 White House Con-
ference on Aging—Reports and Guide-
lines From the White House Conference
on Aging

conference action

Work groups 111-7—Financing of Medical
Costs

At the initial meeting of the National Ad-
visory Committee in June 1959, 20 subjects
were identified around which the Conference
would be organized. In defining the scope
of each of the 20, responsibility for the area
of medical care financing was placed in the
income maintenance section; responsibility
for the general subject of the costs, quality,
and availability of medical care was placed
in the health and medical, care section.

Specific interpretations of the areas of re-

sponsibility of the two sections were worked
out later for purposes of correctly classifying

the State recommendations that would be
considered by the respective sections at the
White House Conference. To work out the
lines of demarcation, representatives of the
chairmen of the two sections reviewed and
classified more than 100 relevant State
recommendations. They then formulated
the following general principles which they
had used in the classification of specific

recommendations, illustrating the applica-
tion of the principles with examples drawn
from the State recommendations

:

Income maintenance section responsibility

The responsibility of this section for
financing of medical costs encompasses the
methods of financing and raising money for

personal health services (but not for the
financing of the construction and staffing

of facilities)

.

Health and medical care section respon-
sibility

The responsibility of this section Is the
character, quality, and cost of personal
health services, facilities, and personnel, and
the implications that the financing method
has upon them.

Several efforts were made to acquaint the
States and national organizations—and the
delegates themselves—with the respective

responsibilities of the two sections. In the
"Descriptions of the Scope of the Subject
Matter Sections," which the States and na-
tional organizations used in making the
assignments to the 20 sections, the descrip-
tion of the topics to be considered by the
income maintenance section included a
topic on the financing of medical care. The
descriptions of work-group topics used by
the delegates in making their selections were
equally explicit. The covering letter sent

to delegates who had been assigned to the
health and medical care section contained
the statement: "Included under each head-
ing where indicated will be consideration of

scope, quantity, quality, cost, and effect of

method of financing. The financing of medi-
cal care will be discussed in another sec-

tion—income maintenance."
Similarly, the covering letter sent to dele-

gates assigned to the income maintenance
section and the other 3 sections in group I

read in part: "* * * financing medical costs,

for which the Income maintenance section

has responsibility (consideration of the
financing aspect in the health and medical
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care section will be limited to the effect of

the financing method on the availability,

quality and cost of care)."

One further effort was made to insure

that the respective responsibilities of the
two sections were clearly understood in ad-
vance of the Conference. The White House
Conference regional representatives and
other staff members contacted States and
national organizations to make certain that
their assignment of delegates had been based
on the correct understanding and, if not, to

provide an opportunity for reassignment.
Composition of the work groups: Each

group I delegate was given his first choice of

work-group topics. To accommodate the
heavy demand for the controversial topic on
the financing of medical care, seven identical

work groups were set up.
For the advance registrants, the occupa-

tional code was used to spread the delegates

among the seven work groups, giving each of

the seven approximately the same number
of doctors, businessmen, social welfare rep-

resentatives, and representatives of organized
labor. For delegates who registered at the
time of the Conference, however, the planned
method of assignment obviously could not
be carried out. Hence the occupational dis-

tribution for some work groups only roughly
resembles the distribution of the seven
combined.
For the 194 delegates participating in the

formulation of recommendations on the fi-

nancing of medical costs, the occupation was
reported as follows: business executives, 9.3

percent, physicians or dentists, 14.4 percent;
other health services, 3.1 percent; education,
8.2 percent; insurance, 11.3 percent; social

welfare, 9.8 percent; labor organizations,
19.6 percent; clergy, 2.6 percent; other, 14.9

percent; not reported, 6.7 percent.
The work-group discussions: Between

Monday afternoon when the work groups met
briefly to organize and Tuesday morning
when they began their intensive discussions,

two major Conference addresses had been de-
livered that undoubtedly had an impact on
the thinking of the delegates.
The first was by Marion B. Folsom, for-

merly Secretary of Health, Education, and
Welfare, and Under Secretary of the Treasury,
who called social security financing of medi-
cal care the logical plan and stated that
there is no basis for describing it as "social-
ized medicine." Under the social security
program, he told the delegates with convic-
tion, "The individual would still have the
same free choice as to hospitals and doctors
that he now has." The other speaker who
advocated the social security approach to the
problem was Arthur Larson, former Under
Secretary of Labor. At a special Conference
session on Monday evening, he defined the
proper role of Government as doing for peo-
ple what needs to be done but what they
cannot do at all or do so well. Social secu-
rity, he said, is not accomplishing its pur-
pose of protecting individuals from becoming
social problems if hospital and medical
charges consume wage-loss benefits.
Perhaps no two of the seven work groups

went about their assigned task in exactly the
same manner. Some proceeded to hammer
out their position by adopting a series of
recommendations. Others postponed action
on any facet of the subject until the mem-
bers had agreed to certain basic premises,
with all the considerations on the table and
after full opportunity to discuss the pros and
cons of the various proposals.
The work groups had one common denom-

inator. All, apparently, arrived early in the
discussion at agreement that a problem ex-
isted. As one work group stated: "The very
fact of this Conference, and of this section in
particular, is an indication that a significant
problem does exist for a significant number
of people in the matter of meeting the costs
of adequate health care for older people,

and that, therefore, there is need for the
development of new and better vehicles for

meeting such costs."

A number of work groups also arrived at
an early recognition of the impossibility of

solving the problem through a single ap-
proach. Here one report reads: "It is unan-
imously agreed that it is the sense of this

work group that the problem of furnishing
an adequate level of high-quality medical
care for the aged is so large and so complex
that it will require for solution the utiliza-

tion of voluntary health insurance, of in-
dividual and family resources, and the com-
bined resources and instrumentalities of
local. State, and Federal governments."
Some delegates heard reports of the out-

standing efforts by one State—Colorado—in
working toward a solution to the financing
of medical costs for public assistance re-

cipients and the medically indigent. There
were observations from firsthand knowledge
of the success that had been achieved in

other countries and of the dangers that lie

in foreign approaches to the problem. One
group balanced an article from the Wall
Street Journal entitled "Federal-State Medi-
cal Program for Elderly Is Off to Slow Start"
against a statement entitled "Compulsory
National Health -Insurance," the opening
sentence of which reads "Social security
medical care is socialized medicine." An-
other discussed at length the services needed
by the aged and the importance of insuring
"health" costs, including costs for nursing
services, and not just "medical" costs.

Important in shaping the findings of the
groups were the voices of State legislators

and State government officials who pleaded
inability on the .part of the States they rep-
resented to finance—even with considerable
help from the Federal Government—ade-
quate health services for those aged who
cannot, under existing arrangements, finance
their own health costs.

The work group recommendations: The
seven work groups met together toward the
end of Tuesday afternoon to report to the
section chairman on their conclusions. This,
In essence, is what they said:

Work group 1-1

While the Kerr-Mills legislation is a step
in the right direction, it is not the adequate
solution and does not in any way meet the
essence of the major problem; namely, "a
dignified prepaid medical insurance ap-
proach." Voluntary health insurance should
continue to expand and improve coverage for
the aged, but "it is our belief that private
health insurance programs can never give
adequate protection to the aged due to the
fact that the aged are a low-income, high-
cost, high-risk population and that in order
to provide adequate health insurance for
them, private insurance programs would be
forced to charge prohibitive premiums."
Against these considerations, the group went
on record, by a vote of 17 to 11, "in support
of the establishment of a program of health
benefits for social security beneficiaries in the
framework of the existing social security sys-
tem."

Work group 1-2

The second work group framed its recom-
mendations against a conviction that "con-
tinued appropriations by the Federal Con-
gress to the several States of funds for
various programs on a matching basis have
about reached the point where maximum
efforts are being put forth by the individual
States to meet and qualify for such funds."
By a vote of 17 to 12, it adopted the following
recommendations

:

First: There is a recognition and need for
additional provision for the medical care of
the aging and indigent.

Secondly: That further expansion of a pro-
gram be financed under the Federal social

security program.

Work group 1-3

The third group reported the adoption, by
a vote of 14 to 10, of the following resolution

:

"That the social security system be the basic
vehicle for providing the costs of health care
for the aged, rather than depending primarily
upon the States." By virtually unanimous
vote, the work group also called upon the
States "to implement all existing Federal leg-

islation providing medical assistance for the
aged, to cover persons not covered under the
OASDI program." and it commended the
present trend of extending group insurance
coverage into the postretirement period "as
a means of helping provide adequate health
protection in retirement."

Work group 1-4

This work group stresseed the need for

health services of a comprehensive nature,
to which all persons should have access re-

gardless of ability to pay. It recommended
that "all States be urged to make prompt,
liberal, and maximum utilization of the pro-
visions of the Kerr-Mills Act (Social Security
Amendments of 1960) as is possible." In rec-
ognition of the valuable contributions made
"by voluntary community prepayment and
the commercial insurance system of financing
medical care for the aged," the group urged
the strengthening and expansion of those
plans and recommended "that employers and
labor organizations recognize the importance
of providing to retired employees continuing
coverage on the same basis as that provided
for active employees." By a vote of 14 to

9, it did not endorse social security financ-

ing of health benefits.

Work group 1-5

The work group agreed unanimously that
all health insurance covering the aged should
be noncancelable (except for nonpayment of

premiums) and should be broadened to in-

clude: outpatient diagnostic service; nursing
home care, home and office calls of doctors,

dental care, and visiting nurse care. By a
vote of 22 to 3, it was agreed that existing

medical care for the totally indigent "is ade-
quate; that it should be improved, expanded,
and extended by taking maximum advantage
of all provisions of all existing laws; that it

is a joint responsibility of local, State, and
Federal agencies to provide this care; that
citizenship and residence requirement should
be removed." The majority opinion favored

social security financing of basic health
care, agreeing, by a vote of 16 to 12, "that

this work group go on record as supporting
the use of the social security (OASDI) mech-
anism to finance basic hospital and re-

lated health care for the aged." The group
agreed further (by a vote of 15 to 13) that

State and local "governments be urged to take

all steps necessary to implement and t3ke

full advantage of the medical assistance for

the aged program and the expanded old-

age assistance program provided in the 1960

social security amendments.
Work group IS

This work group started from agreement
that health services should be comprehen-
sive and that they should be available on
a prepaid basis to all persons over 65. It

concluded that the problems of medical care

for older people are such that Government
must participate in providing medical care

for the aged. The members unanimously
commended and urged the expansion of pri-

vate voluntary health insurance plans and
strongly recommended, in addition to any
publicly financed health care programs and
private voluntary health insurance, that:

1. Local communities support programs
contributing to the health of older people,

such as home care and meals on wheels;

2. Industry carry medical insurance for re-

tired employees;

3. Family responsibility be maintained for

its members in need of medical care; and
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4. Individuals, to the extent possible, re-

tain for themselves responsibility for their

own health services.

In what it calls its "key action," the work
group approved by a vote of 12 to 8 a motion
which said In effect that the provision of

adequate health service for older people was
a very complex and difficult matter; there-

fore, each of the following methods should
be used to provide medical care for older

people as a right:

Voluntary prepayment health plans.

Plans based upon the principle (Kerr-
Mills) of Federal grants-in-aid to States to

provide health services to needly individuals.

A minimum health service plan financed

through social security taxes.

The group reported a tie vote of 10 to 10

on the following motion: "It is better that
Government intervention for purposes of

providing health service for older people, im-
plement to the fullest extent possible, the
principle of a self-reliant contributory con-
tract between the whole people and their
Government through OASDI, than the prin-
ciple of needs test relief to dependent indi-

viduals."
Work group 1-7

Starting from general acceptance that the
problem of medical care for a great propor-
tion of the aging is a serious one, the work
group reached unanimous agreement on the
following five criteria which need to be sat-
isfied in any program for medical care for

the aged:
Must be beneficial to all aged who qualify

for medical care as prescribed by any pro-
gram.
Must permit each recipient to retain his

dignity and self-respect as an individual.
Must permit each recipient to receive medi-

cal care as prescribed by the physician of his
choice to prevent a third-party intervention
in the doctor-patient relationship.
Must be possible to maintain without cre-

ating an unbearable financial burden on the
working or retired populace or the Nation as
a whole.
Must permit the opportunity for develop-

ing individual responsibility and self-

reliance.
The group then unanimously agreed that

no one of the three major approaches alone
can handle the problems. In recognition of
the existence of a difference of opinion with-
in the work group as to the methods which
appeared to have the greatest potential and
on which major reliance should be placed,
the members were polled. Those who
favored the social security approach polled
11 votes; those who were for the voluntary
approach (in its broadest sense) polled 10
votes.

In summary, then, these were the results
of the work group deliberations as reported
to the section chairman for his use in de-
veloping the policy statement. On the basic
issue, six of the seven work groups had re-
ported majorities favoring the use of the
social security approach, with a total of 96
votes for and 77 against. The minorities in
a number of the work groups had prepared
minority statements which were reported
along with the other essential conclusions of
the work groups.
At the conclusion of the seven reports,

Dean Schottland summarized his under-
standing of their essence to assure that the
policy statement he would draft would cor-
rectly reflect the work groups" conclusions.
His summary pointed to general agreement
on the need for a more adequate program,
arid agreement that this would require a
variety of approaches: (1) Promotion of vol-
untary methods, (2) development of a pub-
lic assistance program for the indigent along
the lines of the Kerr-Mills legislation, and
(3) use of the social security' mechanism.
Both voluntary and governmental efforts

were needed and, within government, a co-

operative relationship of Federal, State, and
local governments. The majority, he con-
cluded his summary, favored the use of the
social security mechanism.

STATEMENT OP POLICY ADOPTED FY THE SEC-

TION ON INCOME MAINTENANCE AND THE
FINANCING OF HEALTH COSTS

The income security of older people is an
important objective of American society.

The security of older people, like the secu-
rity of all Americans depends upon a strong,

sound and secure economy capable of provid-
ing a high level of goods and services. The
first principle of a constructive approach to
the income maintenance needs of the aged,
therefore, is that the measures taken to pro-
mote old-age security be in harmony with
broad economic objectives.

The second principle of a constructive ap-
proach to the income maintenance needs of

the aged is that there should be opportunity
for productive employment for those who are
able and want to work. Employment is fre-

quently more satisfactory for the individual
than retirement on a pension, and such em-
ployment contributes to the economy and
reduces the cost of pensions. We urge a re-

examination of policies of compulsory re-

tirement and also urge that Industry and
Government plan for both the full-time and
part-time use of an increasing number of
older persons.
Although there is agreement that, to the

extent possible, the aged should have a
chance to work, it is recognized that on the
most optimistic assumptions the number of
nonearners among the aged will not only
remain very large—about 12 million of the
16 million persons now over 65 have no in-
come from work—but will grow as the num-
ber of aged grows. Employment is largely
out of the question for the very old, the
severely disabled, and for many of the older
women who spent their younger years as
homemakers. Increasing opportunities for
employment of the aged cannot, therefore, be
a substitute for income maintenance pro-
grams for those who retire.

In providing income for the retired aged
we believe that the pluralistic approach we
have established in this country, with the
individual saving on his own, the individual
and his employer joining in private pension
arrangements, and the individual and his
Government joining in social insurance and
assistance programs is the best approach.
Income protection for old age has been

made available for practically all workers
through social security, on terms which re-
inforce the interest of the individual in help-
ing himself. Differential pensions based on
a work record are a reward for productive
effort, while the knowledge that the benefits
will be paid irrespective of whether the indi-
vidual is in need, supports his desire to add
his personal savings to the basic security he
has acquired through the social insurance
system.
We believe also that the establishment

and development of private pensions should
be encouraged and that individuals should
be encouraged to save on their own.
Our goal should be, insofar as possible, to

prevent dependency. It is recognized, how-
ever, that there will continue to be persons
whose needs are not met in any other way
and will continue to need help through the
public assistance program. This program,
therefore, should be improved with the view
of assuring all aged persons a reasonable
minimum level of living under conditions
which preserve their dignity and self-respect.

In summary, we favor improvement of job
opportunities for those who can and want to
work, development of private pension plans
and individual savings building on top of
the social insurance system, and, for those
whose needs are not met through other
methods, an adequate system of public as-
sistance.

In furtherance of these general policies, we
favor the following specific actions:

Old-age, survivors, and disability insurance

Old-age, survivors, and disability insur-
ance, now covering 90 percent of all gain-
fully employed and protecting over 70 per-
cent of the present aged group, should be
extended to all who work. The level of
benefits should be adjusted from time to
time in the future as it has been in the past
in order, at the very least, to maintain the
purchasing power of the benefit. Beyond
this, we believe that the aged should parti-
cipate in increasing levels of living in the
community and that when these increases
take place benefits should be liberalized so
that the retired aged, too, can participate in
improved productivity. Also, as wages rise,

the maximum limit on the amount of earn-
ings that are taxable and creditable toward
benefits should be reviewed. Benefits for
widows should be increased to the same
amount as benefits for retired workers. We
believe that, by and large, the funds of the
social security system should be reserved for
those who have substantially retired and
that the principle of a retirement test
should be maintained, although some lib-
eralization may be desirable from time to
time.

Public assistance

Public assistance, under which income is

provided for those among the aged—now
some 2 million—whose needs exceed any in-
come they have from social security or other
sources, is an essential residual program.
The present arrangement of joint finan-

cing by Federal and State Governments is

sound and should be continued. In many
States, however, standards of assistance are
below minimum needs. States should be
encouraged, or if necessary required as a
condition of Federal matching, to provide
sufficient income for necessary food, clothing,
shelter and other essentials (a motion to
make this a requirement lost by a vote of
140 to 112). Many needy aged today do not
receive income they need because of restric-
tive residence requirements. Such require-
ments are undesirable and should be abol-
ished. The Congress should amend the So-
cial Security Act to make women eligible for
old-age assistance at the age of 62 (by
a vote of 138 to 69). The Federal Govern-
ment should participate financially in gen-
eral assistance on the same basis as it does
in other categories of public assistance.

Private pensions and individually provided
retirement income and resources

The expansion and improvement of private
pensions should be strongly encouraged
since they can reflect directly in retirement
incomes the growth and productivity of var-
ious segments of the economy. Tax incen-
tives to encourage private savings for retire-
ment and continuing pension plan develop-
ment should be expanded. Vesting provi-
sions constitute a desirable improvement.
All persons should be encouraged to plan for
their own retirement and to build on their
own whatever retirement income they can to
add to that available under social security
and private pension programs.

Financing health care

The problem of furnishing an adequate
level of high-quality health care for the aged
is so large and so complex that its solution
will require the use of a variety of approaches
including individual and family resources,
voluntary health insurance, industrial pro-
grams, social security, public assistance, and
a variety of other programs.

Present Federal legislation providing gov-
ernmental aid for recipients of public as-
sistance and for the medically indigent is

desirable and should be strengthened so as
to provide a high-quality health care pro-
gram. The States are urged to take full ad-
vantage of this legislation.
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Voluntary health insurance for the aged
should continue to be expanded. Industry
should be encouraged to expand its health
care programs and extend to retired persons

the medical care protection afforded to cur-

rent workers.
Private voluntary effort and public assist-

ance can contribute much to the solution

of the problem of health care for the aged.

However, they will continue to fall short of

meeting the basic medical care needs of the

aged as a whole. The majority of the dele-

gates of the section (by a vote of 170 to 99)

believe that the social security mechanism
should be the basic means of financing

health care for the aged.
Establishment of a program of health

benefits financed in the same way as OASDI
cash benefits, would give to the aged the

assurance that the costs of essential health

care will be met when their working years

are over. The mechanism of contributory
social insurance, under which contributions

are made by workers during their working
years, will then provide health care to pro-

tect them in retirement. Such legislation

would help to ease the problems of hospitals,

public assistance programs, and private

philanthropy and would relieve voluntary

insurance programs of the burden of carry-

ing this high risk group.
The minority believe that social security

should not be used to finance health care;

that such use would interfere with the
physician-patient relationship; that it is un-
necessary because of the potential growth of

voluntary insurance; and that all needy
aged can be cared for by public assistance

through the recently enacted Federal pro-

gram of health care for the low income aged.

In addition they believe that the social secu-

rity program should provide for cash bene-
fits andTiot for services of various kinds.

(See the minority report below.)

Collection and analysis of essential

information

Provision should be made at all levels of

Government to assure an adequate program
to collect and analyze all essential informa-
tion bearing on the income status and
budgetary needs of aged persons.

Conclusion

The delegates feel that these principles,

conclusions, and recommendations can form
the basis of a sound program of income
maintenance for the aged and that they
would, if implemented, go far in assuring to

America's senior citizens a more economi-
cally secure and therefore happier old age.

MINORITY REPORT; FINANCING OF HEALTH CARE

It is our conviction that emphasis on the
voluntary approach to the financing of health
care, supplemented by adequate public as-

sistance for those in need is the only method
which is

—

1. In accord with official expressions of the
majority of State conferences on aging.

2. The only one which allows complete
flexibility of action to meet the changing
health needs of the aged.

3. Capable of utilizing the immediate ad-
vantage of present legislation for a coopera-
tive action of State and Federal Government.

4. The only one through which diverse
segments of our society, including the in-

dividual, family, church, social organizations,
employers both public and private, labor,
and others can be encouraged to participate
along with providers of health care.

5. The only one which does not unneces-
sarily further burden the taxpayer.
For these reasons, we believe that the

Kerr-Mills medical aid for the aged law,
passed by the last Congress, effectively meets
the needs of those of the aged who need
help and that proposed alternatives, under
social security, are unnecessary and unwise.

SUPPORTING RECOMMENDATIONS ADOPTED BY
THE SECTION ON INCOME MAINTENANCE AND
THE FINANCING OF HEALTH COSTS

Our aged population's share in expanding
productivity

1. It is a basic assumption that the in-

dividual will assume primary responsibility

for self-reliance in old age. In our society,

there are many groups and institutions

which have responsibility for the assurance
of dignity and well-being in old age.

2. The most satisfactory protection for the
aging is the continuance of gainful and pro-
ductive employment, whenever possible.

Additional opportunities should be developed
in all areas of employment through both
governmental and private initiative. Fur-
ther studies should be initiated on methods
of effective elimination of discrimination in

hiring based on age.

3. Encouragement should be given to the
development and distribution of education
programs assisting all of or citizens in pre-
paring themselves for the financing of the
period of their retirement.

4. It . is reasonable that older people who
have contributed effectively to the enhance-
ment of national productivity during their

working lives should share in the advantages
of a further enhancement of national produc-
tivity occuring during the period of their

retirement.
5. That, so far as Government intervention

is necessary to protect the increasing num-
ber of aged persons in our population, it is

better that such intervention implement to
the fullest extent possible the principle of a
self-reliant contributory contract between
the whole people and their Government, for

example through OASDI, than the principle

of needs-test relief to dependent individuals.

6. In an economy characterized by rising

wages and salaries it is necessary to give
periodic review to the maximum amount of
earnings subject to contributions and
credited toward benefits under OASDI, since
this maximum determines the proportion
of the covered payrolls available to finance
the program and is a major factor in deter-
mining the extent to which the program
pays benefits reasonably related to the past
earnings of the individual.

7. The level of benefits under OASDI
should be reexamined periodically in the
light of changing economic conditions with
appropriate recognition of the impacts of

any change upon the economy.
8. Old-age assistance should be continued

and its administration constantly improved
as a residual method of protection when
other methods have not proved sufficient

to meet the specific needs of the individual
aged person.

OASDI: Benefit levels, coverage, eligibility

requirements, and the retirement test

1. It is recommended that the Conference
express strong support of the OASDI system
as being constructed along fundamentally
sound and desirable lines, including the
principles of financing through employer and
employee contributions and providing a basic
floor of protection to be supplemented by
individual savings and private pensions.

2. It is recommended that Congress should
continue its practice of periodically review-
ing the system to insure that benefit levels
and the soundness of the financing structure,
including the earnings base, be adjusted in
accordance with changing economic condi-
tions, including changes in the wage level

and living costs.

3. It is recommended that, on a trans-
itional basis, all persons aged 65 and over at
the present time who are not eligible for
benefits under the OASDI system or any
other Federal retirement system established
by law, and who were employed (or whose

spouse was employed) for a substantial
period in an occupation that is now covered
by the OASDI system shall be eligible for
the minimum benefit payment under OASDI.
The cost of financing these proposed benefit
payments shall be accomplished In such a
manner as not to weaken the financial
soundness of the OASDI system.

4. It is recommended that the benefit
formula for widows be revised from 75 to
100 percent of the deceased workers" primary
benefit.

5. It is recommended that the coverage of

the OASDI system be extended to all areas
of employment and self-employment remain-
ing excluded provided that Congress take
some account of the prevailing view of the
groups involved and of the reasons for the
present exclusions. (A motion to delete this

recommendation was defeated by 86 to 72.)

6. It is recommended that when Increases

in benefits are adopted, the present mini-
mum benefit of $33 a month should be in-

creased to a greater proportionate extent
than benefits generally.

7. It is recommended that, since some
people are eligible for benefits from both
OASDI and one or more other Government
retirement and disability systems. Congress
should provide for a study designed to de-
termine the feasibility of coordinating
OASDI and other governmental benefit

systems.
8. It is recommended that careful con-

sideration should be given to the experience
which develops under the new retirement
test of the Social Security Act. If, as a re-

sult of this experience, it appears that
further changes along the lines of the 1960
revision are desirable, such changes should
be made, with appropriate financing changes
to keep the OASDI program on a financially

sound basis.

Public assistance for the aging 1

It is proposed that assistance to needy
aged people should continue as a Federal -

State partnership. After 25 years of opera-
tion under the Social Security Act, too many
OAA recipients are receiving too little as-

sistance to insure a minimum standard of

health and decency. To remedy this defect
and to come closer to achievement of a de-
cent healthful life and a maximum degree of
dignity for public assistance recipients, the
following recommendations are made:

Standards of assistance

1. That the Federal Government continue
to provide leadership to the States in de-
veloping and adopting adequate and proper
standards for the amount of assistance and,
for the purpose of assisting the States to
achieve such standards, additional Federal
matching funds be made available.

2. That the Federal Government maintain
recommended standards of minimum living
costs for persons in different age brackets
geared to the costs, needs, and habits of
various areas for use as standards tor Federal
evaluation of all income maintenance pro-
grams.

3. That Congress amend the Social Se-
curity Act to allow States, on a permissive
basis, to establish a $50 monthly earned in-
come deduction for each applicant for or re-
cipient of old-age assistance.

4. That Congress amend the Social Se-
curity Act to provide for Federal participa-
tion in general assistance.

Relatives' responsibility

5. That State provisions on relatives' re-

sponsibility in public assistance be equita-
ble, practical, and designed to contribute to
strengthen family ltfe. The contribution re-

1 See minority statement on citizenship
requirements following those recommenda-
tions.
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quired of the family should not he deducted
from the assistance payment unless the rela-

tive actually pays it. If the relative does

not pay, it should be the responsibility of the

State to secure the payment.

Residence requirements

6. That the ultimate goal be the elimina-

tion of all residence requirements.
7. That the immediate goal be a reduction

in maximum residence requirements to a

period of 1 year and with the provision that

for those applicants who do not meet such
a year's residence requirement, 100 percent

Federal funds be available to meet the costs

of needed assistance.

8. That the formula for Federal participa-

tion in the cost of OAA and related services

shall include a factor to offset increased

costs beyond 1 year in those States experi-

encing an immigration of persons over 50

years of age which exceeds the immigration
of younger age groups.

Personnel in public assistance

9. That the Congress make permanent the
present authorization in the Social Security

Act providing for the training of public as-

sistance personnel and that the Federal Gov-
ernment pay 100 percent of the costs of such
training in accord with the practice followed

in other federally assisted programs.
10. That Congress make available funds to

educational institutions and to States for

the support of training programs.

Social services for the aged

11. That Federal matching funds be made
available to State welfare departments to

meet costs to develop, secure, or operate
consultative, protective, and rehabilitative

programs for the aged. These programs
should not be limited to assistance recipi-

ents.

12. That to provide for effective casework
services, Federal matching funds for ad-
ministration be on the same variable basis

as the assistance costs with a minimum of

50 percent Federal financial participation in

such costs.

Relationship between OAA and OASDI
13. That OASDI represent the basic in-

come maintenance program, with OAA rep-
resenting a supplementary income mainte-
nance program for those not eligible for

OASDI and for those with special needs
which bring their total needs to more than
OASDI benefit. To further this recommenda-
tion, it is recommended that OASDI benefits

be increased in accord with increases in costs

of living.

Eligibility age for women
14. That the Congress amend the Social

Security Act to make women eligible for

old-age assistance at the age of 62.

Minority statement o~i citizenship require-
ments for public assistance

The restrictions against aliens, noncitizens,
who are not now eligible for public assist-

ance in certain States, should be removed
by Federal law.

We bring aliens into many States to work.
They have traditionally made, and continue
to make great contributions to the American
economy.

It is inconsistent with American public,
democratic social policy to exclude these peo-
ple from public assistance benefits.

Financing of health care for the aged

1. It is agreed that adequate health serv-
ices should be available to all aged persons
irrespective of ability to pay.

2. It is further agreed that the problem
of financing an adequate level of high quality
health care for the aged is so large and so
complex that it will require for solution the
utilization of voluntary health insurance, of
individual and family effort and resources,
and the resources and instrumentalities of
local, State, and Federal Governments.

3. It Is the recommendation of the ma-
jority that to assure adequate health care
for the aged with certainty and dignity, there
should be established a basic program, for
financing health care for the aged within
the framework of the old-age, survivors, and
disability insurance system.

4. A minority oppose the use of the
OASDI method.

5. Both those who place major reliance on
the social security mechanism and the
others agree that

—

a. The medical assistance for the aged pro-
gram adopted by the 86th Congress should be
promptly implemented by the States.

b. Voluntary prepayment methods should
toe used to their full potential.

c. In all programs, the individual's free-
dom, dignity and self-respect should be pro-
tected.

d. Individual responsibility, self-reliance
and thrift in preparing for later years should
be encouraged.

(The vote of the section was 170 ayes and
99 noes.)

Private retirement income

1. Vesting is the right of an employee to
deferred retirement benefits from his em-
ployer's contributions, as well as his own,
even though his employment under coverage
of a pension plan terminates before retire-

ment. Vesting gives the employee greater
security and permits the useful mobility of
labor. We recognize that if vesting is made
compulsory through enactment oHegislation,
the growth and development of pensions for
more and more employees may be retarded.
We therefore recommend that the inclusion
of vesting provisions in pension plans should
be strongly encouraged as a voluntary action.

2. The Social Security Administration
should study the feasibility of noting on a
worker's account record that he has a vested
pension right based on previous employment,
so that upon retirement he may be reminded
of all his accrued pension rights. This sug-
gestion is for voluntary reporting by private
pension plans and would not involve
financing or supervision.

3. Private pension plans should be encour-
aged by appropriate policies which recognize
that such saving for old age is in the public
interest.

4. To encourage pension programs, the in-

come should be taxed when received as a
pension, not when the moneys are set aside.

5. The Congress should be requested to
provide by legislation the same tax deter-
minant for self-employed persons, with re-

spect to earned personal income set aside
for personal pensions, now provided for em-
ployees who are participants in tax-qualified
pension and retirement plans.

6. The income allowed as a tax credit for

Federal income purposes on retirement in-
come—now $1,200—should be increased.

7. For aged persons whose medical ex-
penses are large in relation to their income,
Federal and State income tax laws should
allow a carryover to succeeding tax years of

a deduction of that portion of medical ex-
penses of the limit allowable for the year in
which they are incurred.

Measuring resources and income needs

More statistical information is needed for

assessing the income position and resources
of the aged population.
To carry out these objective's, we recom-

mend the following:
1. That budgets and indexes for elderly

people be developed. Cooperation and co-
ordination among Federal, State, and local

agencies is essential. The appropriate Fed-
eral Government agency should have the
responsibility for organizing and carrying out
the studies, data collections and preparation
of the budgets and indexes. In the event
that State or local bodies fail to cooperate in
initiating or carrying out their responsibili-
ties, the Federal Government must. Ap-

propriations to finance this work are recom-
mended.

2. That an advisory committee be estab-
lished to assist Government agencies In the
development of the concepts of budgets for
the elderly.

3. That a consumer price index for the
elderly be established. Once established,
continuing research and study should be
carried out to evaluate the need for continu-
ing and/or revising the index.

4. That special emphasis be given to mak-
ing available in summary form statistics re-
lating to income and other resources of aged
persons, defined by age levels, sex, family,
structure, race, and other important vari-
ables.

5. That the State and Federal Governments
cooperate in making available in summary
form statistical data derived from the ex-
perience of individual States on such pro-
grams as medical care and housing for the
aged, and the effects of such programs on the
budgets of elderly persons.

6. That implementation of the suggested
programs for" the development of better
measures of the resources and income needs
of the aged must in no way interfere with
the full continuation of programs to improve
the economic and social status of the elderly.

7. That a clearinghouse be established at
the Federal level for the collection and dis-
semination of data on the aged from Federal,
State, and local groups, both public and
private, on an annual, continuing basis.

SECTION 2. PROGRAM PARTICIPANTS

Section chairman: Charles I. Schottland,
dean of the Florence Heller Graduate School
for Advanced Studies in Social Welfare, Bran-
deis University.

Technical director: Dorothy McCamman.
Section recorder: Arthur L. Croobham, re-

tired newspaper editor, Oregon.
Recommendations committee: Eveline M.

Burns, professor of social work, the New York
School of Social Work at Columbia Univer-
sity; J. Douglas Colman, president, Associ-
ated Hospital Service of New York; Fedele F.
Fauri, dean, School of Social Work, the Uni-
versity of Michigan; Margaret S. Gordon, as-
sociate director, Institute of Industrial Rela-
tions, University of California; Orville F.
Grahame, vice president and general counsel,
the Paul Revere Life Insurance Co., Massa-
chusetts; William C. Greenough, president,
Teachers Insurance and Annuity Association
and College Retirement Equities Fund, New
York; H. Harold Leavey, vice president and
general counsel, California-Western States
Life Insurance Co., California; Norman V.
Lourie, deputy secretary, Department of
Public Welfare, Pennsylvania; Charles E.
Odell, director, Older and Retired Workers
Department, United Auto Workers, AFL-CIO,
Michigan; Stanley Ruttenberg, director, AFL-
CIO Department of Research, Washington,
D.C.; Herman M. Somers, chairman, Political

Science Department, Haverford College,

Pennsylvania.

The work group leadership

Work group: "Our Aged Population's Share
in Expanding Productivity: How Much and
Through What Methods?"
Chairman: H. Bruce Palmer, president, the

Mutual Benefit Life Insurance Co., New
Jersey.

Discussion leader: J. Douglas Brown, dean
of the faculty, Princeton University, New
Jersey.

Recorder: Helen Fisher Hohman, lecturer.

Department of Home Economics, Northwest-
ern University, Illinois.

Resource: Gordon W. McKinley, executive
director of economic and investment re-

search, the Prudential Insurance Co. ol

America, New Jersey.

Robert M. Ball, Deputy Director, Bureau
of Old-Age and Survivors Insurance, Social
Security Administration, Department of

Health, Education, and Welfare.
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OASDI: Benefit levels, coverage, eligibility

requirements, and the retirement test

Work Group
Chairman : Orville P. Grahame, vice presi-

dent and general counsel, the Paul Revere
Life Insurance Co., Massachusetts.

Discussion leader: William H. Wandel, di-

rector of research, Nationwide Insurance,

Ohio.
Recorder: Benjamin B. Kendrick, assistant

director of research, Life Insurance Associa-

tion of America, New York.
Resource: Wilbur J. Cohen, professor of

public welfare administration, School of So-
cial Work, the University of Michigan.
Elizabeth G. Sanders, program planning

branch chief, Division of Program Analysis,

Bureau of Old-Age and Survivors Insurance,
Social Security Administration, Department
of Health, Education, and Welfare.

Work Group
Chairman: Karl T. Schlotterbeck, director,

economic security program, Chamber of

Commerce of the United States, Washington,
D.C.

Discussion leader : E. B. Schultz, coordina-
tor of retirement policies study, Cornell Uni-
versity.

Recorder: James Brindle, director, Social

Security Department, United Auto Workers,
AFL-CIO, Michigan.
Resource: Margaret S. Gordon, associate

director, Institute of Industrial Relations,
University of California.
Robert J. Myers, chief actuary. Social Se-

curity Administration, Department of
Health, Education, and Welfare.

Public assistance for the aging

Work Group
Chairman: Raymond M. Hilliard, director.

Cook County Department of Public Aid, Il-

linois.

Discussion leader: Milton Chernin, dean,
School of Social Welfare, University of Cali-
fornia.

Recorder: Rev. Robert A. Ford, director,
Family Service Division, Catholic Charities
of the Archdiocese of New York.
Resource: J. M. Wedemeyer, director, State

Department of Social Welfare, California.
Dorothy West, Operating Statistics Branch

Chief, Bureau of Public Assistance, Social
Security Administration, Department of
Health, Education, and Welfare.

Work Group
Chairman: Ronald H. Born, director, San

Francisco Public Welfare Department, Cali-
fornia.

Discussion leader: Norman V. Lourie, dep-
uty .secretary, Department of Public Welfare,
Pennsylvania.

Recorder: Ruth B. Flanagan, executive sec-
retary, Duval County Welfare Department,
Florida.

Resource: Ralph Atkins, director of public
assistance, Public Welfare Board of North
Dakota; Cornelia M. Dunphy, principal assist-
ance standards specialist, Bureau of Public
Assistance, Department of Health, Education,
and Welfare.

Financing medical costs

Work Group
Chairman: Rev. John R. Anschutz, Christ

Episcopal Church, Washington, D.C.

Discussion leader: Fedele F. Fauri, dean,
School of Social Work, the University of
Michigan.

Recorder: Ludwig Jaffe, director of research
and education, New York State AFL-CIO.

Resource: Herman M. Somers,, chairman,
Political Science Department, Haverford Col-
lege, Pennsylvania; Ida C. Merriam, director.
Division of Program Research, Social Security
Administration, Department of Health, Edu-
cation, and Welfare.

Work Group
Chairman: Charles E. Odell, director. Older

and Retired Workers Department, United
Auto Workers, AFL-CIO, Michigan.

Discussion leader: Wayne Vasey, dean,
Graduate School of Social Work, Rutgers
University, New Jersey.

Recorder: H. Harold Leavey, vice president
and general counsel, California-Western
States Life Insurance Co., California.

Resource: Herbert Notkin, M.D., medical
director, Onondaga Department of Public
Welfare, New York; Charles E. Hawkins,
Legislative Reference Officer, Social Security
Administration, Department of Health, Edu-
cation, and. Welfare.

Work Group
Chairman: Walter U. Kennedy, MX)., sur-

geon and president of Henry County Welfare
Board, Indiana.

Discussion leader: I. Jack Fasteau, profes-

sor of public administration and social work.
Graduate School of Public Administration,
New York University.

Recorder: Hyman Bookbinder, legislative

representative, AFL-CIO, Washington, D.C.
Resource : Barbara N. Armstrong, professor

of law emeritus, University of California;
Ellen Perkins, Assistant Chief, Division of
Program Statistics and Analysis, Bureau of
Public Assistance, Department of Health,
Education, and Welfare.

Work Group
Chairman: J. Douglas Colman, president,

Associated Hospital Service of New York.
Discussion leader: Alton E. Linford, dean,

School of Social Service Administration, Uni-
versity of Chicago, Illinois.

Recorder: Irwin E. Klass, director of in-
formation and public relations, Chicago
Federation of Labor, Illinois.

Resource: Mathilda Scheuer, R.N., presi-
dent, American Nurses' Association, New
York; S. David Pomrinse, M.D., M.P.H., Chief,
Health Professions Branch, Division of Pub-
lic Health Methods, Public Health Service,
Department of Health, Education, and Wel-
fare.

Work Group
Chairman: Raymond W. Houston, com-

missioner, New York State Department of
Social Welfare.

Discussion leader: Vernon R. Burt, chair-
man. Governor's Commission on Aging, Ohio.

Recorder: M. S. Robertson, retired profes-
sor and associate director of research, College
of Education, Louisiana State University.
Resource: Katherine Ellickson, assistant

director, department of social security of
AFL-CIO, Washington, D.C; James C. Calli-
son, program analyst, Social Security Admin-
istration, Department of Health, Education,
and Welfare.

Work Group
Chairman: Walter F. Foody, Jr., vice presi-

dent. Continental Casualty Insurance Co.,
Illinois.

Discussion leader: John W. McConnell,
dean, New York State School of Industrial
and Labor Relations, Cornell University.

Recorder: John F. Pletz, chief, Bureau of
Standards and Procedures, Division of Wel-
fare, State Department of Public Health and
Welfare, Missouri.

Resource: John Tamayko, director, pen-
sion and insurance department, United Steel-
workers of America, Pennsylvania; Milton
Forster, Director of Reports and Statistics,
Veterans' Administration.

Work Group
Chairman: Judge George Schwolsky, mem-

ber of Connecticut Commission on Services
for Elderly Persons.

Discussion leader: Eveline M. Burns, pro-
fessor of social work, the New York School
of Social Work of Columbia University.

Recorder: Kenneth E. Pohlmann, rehabil-
itation consultant, UMW-fl Welfare and Re-
tirement Fund, Washington, D.C.
Resource: J. F. Follmann, Jr., director of

Information and research, Health Insurance
Association of America, New York; Agnes W.
Brewster, medical economist, Division of
Public Health Methods, Public Health Serv-
ice, Department of Health, Education, and
Welfare.

Work group: Private pensions and individ-
ually provided retirement income and
resources

Chairman: William C. Greenough, presi-
dent. Teachers Insurance & Annuity Associa-
tion and College Retirement Equities Fund,
New York.

Discussion leader: Robert S. Lane, mana-
ger, employee benefits, Socony Mobil Oil Co.,
Inc., New York.
Recorder: Ted F. Silvey, research associate.

Research Department, AFL-CIO.
Resource: Robert Tilove, senior vice presi-

dent, Martin E. Segal & Co., Inc., New York;
Edmund M. Daggit, economist, Debt Analysis
Staff, Office of the Secretary, Department of
Treasury.

Work group: Measuring resources and income
needs of aged persons

Chairman: Paul L. Winsor, commissioner,
Department of Health and Welfare, Alaska.

Discussion leader: Sidney Goldstein, pro-
fessor of sociology, Brown University, Rhode
Island.

Recorder: Moses Gozonsky, economist,
United Steelworkers of America, Washington,
D.C.
Resource: Stanley Ruttenberg, director,

Department of Research, AFL-CIO, Wash-
ington, D.C; Helen Lamale, Consumption
Studies Branch Chief, Bureau of Labor Sta-
tistics, Department of Labor.

Mr. JAV1TS. Mr. President, I shall
have an opportunity to address myself
to the debate in due course when the ap-
propriate point is reached. However,
there are two points in which Senators
may be interested in respect to the de-
bate upon which we shall enter in a de-
finitive way in a short time.
The two points which have been made

to induce Senators to vote for the sud-
den death motion to table are, first, that
there have been no adequate hearings on
the question of health care for the aged
and, second, that this is a most unusual
procedure in which the Senate is being
asked to attach a very major measure to
another major measure by way of
amendment.
On the first point, which is the subject

of hearings, I should like to refer specifi-
cally to the fact that the hearings which
have been held on the question of medi-
cal care for the aged, and concerning the
precise methods of financing and tech-
niques which will be discussed in the de-
bate, and have been discussed for some
days now, are the following principal
hearings

:

First. Hearings on H.R. 4700, the For-
and bill, July 13 to 17, 1959, before the
House Committee on Ways and Means.
Second. Hearings before the Commit-

tee on Finance of the Senate on the So-
cial Security Amendments of I960, H.R.
12580, June 29 and 30, 1960.

Third. Hearings on H.R. 4222, health
service for the aged under the social se-
curity system, before the Committee on
Ways and Means of the other body, July
24 to August 4, 1961.



12894 CONGRESSIONAL RECORD— SENATE July 17

There was a series of hearings, and
there were individual State reports, to

the Special Committee, on the Aging,
headed by the distinguished Senator
from Michigan {Mr. McNamara] , which
took place in 1960 and 1961, and up to

1962.

Finally, there was a report of the per-
formance of the States in 18 months of

experience with the Kerr-Mills program
on June 15, 1962. All those hearings are

available. Obviously, Senators cannot
read all of them, but certainly the physi-

cal evidence itself is formidable, and is

before the Senate.
On the other subject, concerning our

right to attach a major measure to an-
other major measure, and the considered
precedents, let me point out that such
action has been taken on many occasions
in connection with some very significant

and important questions. For example,
in 1937 we attached the Tydings Resale
Price Maintenance Act, which amended
the antitrust laws, as a Senate rider on a
House bill, a very important measure of

Federal law.
In 1925 we put a Senate rider creat-

ing the initial Federal Corrupt Practices
Act on a House bill.

We did the very same thing with a
number of civil rights amendments, in-

cluding the continuance of the U.S.
Civil Rights Commission.
We did the same thing in 1#58 with

a postal pay increase bill, which was
placed as a Senate rider on a House bill.

We did the same thing in 1933 with
the Buy America Act, which was placed
as a Senate rider on the Treasury De-
partment appropriation bill.

We did the same thing in 1912 to re-

peal a reciprocity act with Canada.
But what is even more pertinent is the

fact that only a few days ago, during the
controversy over proposed sugar legisla-

tion, no Senator protested or argued that
it was improper to select a bill related to

honey bees and amend it with a very
important provision of the whole sugar
legislation program.

I therefore submit, on the basis of

longstanding precedents which are con-
sidered, that we have previously attached
major legislation to House bills when we
thought it was desirable to do so, and we
shall do likewise in the future. The
present situation certainly commends it;

and the only Senators who will com-
plain will be those who are against the
measure.
So I now make the point, which I hope

to make again before the debate is con-
cluded, that no one has any idea that
the country will look at the vote as other
than a vote on the merits. The vote will

be sudden death or it will be life for the
measure which promises some health
care for our aging citizens. No vote can
be disguised in this regard upon pro-
cedural or technical grounds, whether
it be with relation to hearings or with
relation to attaching a major measure
as an amendment to a House bill.

Mr. COOPER. Mr. President, will the
Senator yield?
Mr. JAVITS. I yield.

Mr. COOPER. While the example I
am about to cite may not be on all fours,
is it not also correct that in 1957 the

Senate considered and passed the Civil

Rights Act of 1957 without referring the
measure to a committee?
Mr. JAVITS. The Senator is exactly

correct; and that fact should be a part
of the record.
The PRESIDING OFFICER. The time

of the Senator from New York has
expired.
Mr. COOPER. Mr. President, on June

29, at the time the Anderson-Javits
amendment was introduced, I spoke
briefly, giving my reasons for supporting
and cosponsoring the health insurance
plan which the amendment provides.

Since that time many Members of the
Senate have spoken for the amendment
and against the amendment, and the
arguments on both sides have been de-
veloped ably.

In the short time that is available

to me today, I do not intend to repeat
the great volume of necessary statistical

information which has been adduced in a
comprehensive fashion by the Senator
from New Mexico [Mr. Anderson], the
Senator from New York [Mr. Javits],

the Senator from California [Mr.
Ktjchel], and others who support the
amendment, as well as by those who op-
pose our amendment. But this infor-

mation has developed facts about the
status of medical care for those over 65
years of age which we in the Congress
must recognize.

First, I think it is clear that there are
millions of people over 65 years of age
who, because of 'their financial circum-
stances, cannot secure the extent of hos-
pital and other medical care which is

available to those more fortunate. To-
day, there are 17.5 million people over
65 years of age; by 1970, there will be
20 million; and by 1980, 25 million. It is

estimated that 1 out of 6 of this group
will be hospitalized every year, and 9 out
of 10 during their lifetime. Over 75 per-
cent of these persons have a cash income
of less than $2,000 per year. These fig-

ures prove the truth that there are mil-
lions among those now over 65 years of

age, and millions who will reach 65 in
the years to come, who will not be able to
bear the immense expenses of hospitali-
zation.

The second fact developed in this de-
bate is that there is no method, other
than social security insurance, which can
provide, even on a minimum basis, for
the hospital expenses that millions of
persons over 65 years of age must bear.
Many in the medical profession oppose

this bill, and I am sure with sincerity.

But humane and noble as their efforts

have been to provide care for those who
are unable to pay, it is, of course, clear
that the medical profession cannot pay
the hospital costs of millions of our citi-

zens.

Private insurance plans have done
much to provide protection for older
persons. But as the Senator from New
Mexico [Mr. Anderson] pointed out
yesterday, private health insurance for
the aged generally requires higher pre-
miums and restricted benefits for aged
persons, and places higher costs upon
insurance companies. He pointed out
that in recent years Blue Cross has been
paying out $375 million in benefits a year

for the elderly, while collecting only $200
million from them. And many private
insurance policies can be canceled by
the company, leaving older persons un-
insured, and without hope for the future.
The third fact which I think clear, is

that the Congress will not adopt a com-
prehensive system providing adequate
medical care financed by general reve-
nues.

In 1960, the Senator from New York
[Mr. Javits] introduced such a bill,

which I cosponsored with others to be
financed from general revenues and de-
signed to meet the objections of. the
medical profession and the insurance
companies. We offered it as a substitute
for the Kennedy-Anderson social se-
curity bill, but it was defeated in the
Senate by a vote of 67 to 28. As far as I
know we had little support from the
medical profession, even though the bill

was of a voluntary nature.
I ask unanimous consent that I may

continue for an additional 5 minutes.
The PRESIDING OFFICER. Is there

objection? The Chair hears none, and
the Senator may proceed.
Mr. COOPER. Mr. President, in the

last 2 weeks two medical care plans, to
be financed by general tax revenues, have
been submitted to the Senate—and have
been overwhelmingly defeated.
In 1954 President Eisenhower sub-

mitted a bill to the Congress providing
for a program of limited Federal rein-
surance of private health plans. I was
a member of the Senate Committee on
Labor and Public Welfare at the time,
and while it seemed to some of us that
the Eisenhower plan had large possibil-
ities, it did not have the support of
either the insurance companies or the
medical profession. It was never called
up in the Senate for a vote, and in the
House it was recommitted on July 13,

1954, by a vote of 238 to 134.

These efforts, all rejected by the Con-
gress, lead to the conclusion that the
Congress, the medical profession, insur-
ance companies, and the general public
will not support medical care bills which
would require the annual appropriation
of sums reaching into billions of dollars.

And yet, without such appropriations,
there is no legislative method of provid-
ing even minimum care through a non-
social-security approach.

It may be said that the Kerr-Mills Act
provides such care. It is financed out of

general revenues; it provides for Federal
grants to the States, to be supplemented
by State funds, to be used for the medi-
cal care of individuals 65 years of age or
over. It does, in theory at least, pro-
vide complete health services for its ben-
eficiaries, including the payment of ini-

tial costs, doctors' fees, and medicine and
drugs. It has value, which I do not dero-
gate. But it also has its limitations.

Poor States are unable to provide the
funds needed, even if they are willing to

do so. In practice, the States have pro-
vided a means test; consequently, its as-
sistance is available only to persons in

the lowest income scale, and in fact to

those who are classified as indigents.

The medical profession and many others
applaud this limiting provision, but it is

a fact that the increasing cost of hos-
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pital care can be as catastrophic for
those who do not meet the means test.

Funds to finance the Anderson-Javits
plan, which I support, will be provided
by a tax of one-fourth of 1 percent on
earnings up to $5,200 a year of the ap-
proximately 76 million workers who pay
into the fund, and a like amount by em-
ployers. The plan will place no charge
upon general revenues, other than the
estimated $250 million needed to tem-
porarily finance benefits for some 2.5

million persons over age 65 not covered
by social security. It will give assur-
ance to these workers that minimum
health care will be available to them
when they become 65. It will mean that
they will not have to find themselves sick

and broke before knowing whether help
will be available.

I am aware cf the objections made to

the Anderson-Javits amendment, which
I cosponsor. It has been said that
workers and employers paying into the
social security fund will be required to

pay for benefits which may accrue to
persons who are over age 65 at the time
the bill becomes effective January 1,

1964, and who will not have paid into
the fund for health care. This is cor-
rect. In answer, I say that I do not
believe Congress would pass any meas-
ure, whether financed by a social se-
curity tax or by general revenues, which
would leave out of its coverage the mil-
lions of persons who have reached age 65
at the time that the bill would become ef-

fective. If the Anderson-Javitz amend-
ment becomes law, it will provide bene-
fits for those who have reached the age
of 65, whether or not they have con-
tributed to the social security system.
But it will also provide the assurance of
hospital, nursing home, and home care
for millions who now and in future years
will contribute to the social security
fund.
The medical profession as a whole

makes the charge that the Anderson-
Javits amendment, or any bill based upon
the social security system, would now
or ultimately interfere with the free
process of medical care, and make of
them Federal doctors. Our amendment
does not provide for fees to doctors. The
Kerr-Mills Act, which receives the sup-
port of the medical profession, provides
for payments to doctors. It seems to me
that Kerr-Mills would be more likely to
make of them Federal doctors than the
Anderson-Javits amendment.
The objections made to the Anderson-

Javits amendment derive basically from
opposition to a medical care plan fi-

nanced through the social security sys-
tem upon the grounds that such a meas-
ure is compulsory and socialistic.

I do not question the sincerity of those
in the Congress who take this position.
But I say that these same arguments
have been and can be applied to the so-
cial security system, which has been ef-
fective since 1937. Its purpose is to pro-
vide cash benefits to persons reaching the
age of retirement, to help them meet
their minimum needs for food, clothing,
and housing. I consider health care as
being similarly a basic need. Who can
argue that health care for persons over
65 who are sick, injured, or desperately in

is less important to them than the provi-
sion of cash benefits to others for food,
clothing, and housing?

It is argued also that the social secu-
rity approach will enable the rich and
well-to-do to enjoy its benefits. Facts
have been placed in the Record to show
that only one-half of 1 percent of per-
sons over 65 have an income exceeding
$50,000; 96.5 percent have incomes less
than $10,000 annually, and 75 percent of
all persons over 65 have a cash income
less than $2,000 per year. The Ander-
son-Javits amendment insures that all

those who contribute to its financing
shall have the same equality of treat-
ment for health care insurance benefits,

as is now provided to those who receive
cash benefits under the social security
system.
We can argue statistics at length. But

whatever may be one's position on this
amendment, it cannot be controverted
that there are millions of people over 65
years of age in this country, and there
will be millions of people over 65 in the
years to come, who will not have the fi-

nancial resources to secure as extensive
hospital care as millions of their more
fortunate fellow citizens.

I do not need any statistics to know
this is true. In my experience as a local
official in my own State, in my experi-
ence as a Member of the Senate travel-
ing throughout my State, from my own
knowledge of the plight of dozens of fam-
ilies that I have known, I know this to be
true. I have been in their homes and
have seen these people. I have been in
the hospitals and know that those with
meager resources are often the first to be
moved from the hospital to their homes,
while those who are able to pay can re-
main longer.

We are dealing with a human problem.
Can a great country like ours—the
wealthiest in the world, the country with
the greatest medical facilities, the great-
est program of medical research, a coun-
try possessing great doctors and nurses,
a country which provides the most com-
plete and painstaking care for those who
are able to pay—can this country delay
longer in taking steps to provide a mini-
mum of hospital care for millions who
are unable to do so?

Like many others in this body, I have
been concerned about the proper method
of providing this care. But I have made
up my mind that I will vote now to as-
sure at the very least a minimum of hos-
pital, nursing and home care for millions
of people over 65 years of age who may
be stricken by disease and suffering. I
would not want to leave the Senate with-
out having voted for legislation to pro-
vide assurance of some health care

—

limited as it may be—to these millions
of people. I see no way of doing this
without the passage of this bill.

I shall vote against the motion to
table. I sincerely hope the motion will
be defeated and that the Anderson-
Javits amendment will be adopted.
Mr. HUMPHREY. I wish to commend

the Senator from Kentucky on his very
moving, cogent, and pertinent remarks
in relation to the health care plan which
is now before the Senate. I also wish to
eommend the Senator from New York on

his remarks. He has given us a good
deal of legislative history of the hear-
ings and other matters relating to this
type of legislation. I shall speak later
on the pending motion.
Mr. JAVITS. I did not wish to in-

terrupt the Senator from Kentucky, be-
cause he had so little time. However, I

wish to join the Senator from Minne-
sota in commending the Senator from
Kentucky for his contribution to the dis-
cussion of. this subject. Between how
many stools must the aged fall before we
do something about this problem?
Mr. HUMPHREY. I surely wish to

commend the Senator on his remarks.
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PUBLIC WELFARE AMENDMENTS
OF 1962

The Senate resumed the consideration
of the bill (H.R. 10606) to extend and
improve the public assistance and child
welfare services programs of the Social
Security Act, and for other purposes.
AMERICA'S AGED CITIZENS DUE MEDICAL CARE

Mr. YARBOROUGH. Mr. President,
generally, the older people get, the less

they are able to earn. The older people
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get, the more often they need hospital

and medical care.

Therefore, with each passing year, an
aging person faces mounting health

problems with a thinner purse, and with

each passing year, the cost of medical

care goes up, up, and up.

So nearly everybody over 65 who does

not have a lot of money is faced with

this frightening prospect:

That the restoration of a degree of

health—that life itself—may become a
luxury he cannot afford.

This is the great American tragedy,

and the Democratic administration has
been charged in an election-day man-
date to do something about it. Yet the
scavengers of time—all the ailments

that come with increasing age—are bi-

partisan in nature. There is nothing
Republican or Democratic about a weak-
ening heart, fading vision, the loss of

hearing, or pains that wrack aging bones.

Nor should there be anything partisan

about the steps we take to safeguard our
aged citizens.

In this country about 17 million peo-
ple are over the age of 65, some 700,000

of them in my State of Texas. Among
them are many whose hands, hearts, and
minds helped to bring this country for-

ward to a state of prosperity in which
they are now forbidden by circumstances
to share equally.

I am not talking about 17 million dig-

its in a Government census book, but
about fathers and mothers and grand-
parents who need our help, even though
some are too feeble to ask for it and
are drowned out by the concerted shout-
ing of those who oppose humanitarian
legislation. I am talking about the aged
Americans whose children cannot carry
the burden of ever-increasing medical
care for the aged alone. By 1980 the
number of Americans over 65 may reach
26 millions.

Back in 1854 Abraham Lincoln wrote
that the legitimate object of govern-
ment is to do for the people what they
need to have done but cannot do for

themselves as individuals. I subscribe
to this view.
Medical care for the aged is a legiti-

mate object of government by any hu-
mane standard of reasoning.
The program now under discussion for

the medical care for the aged, would pro-
vide a means to pay for hospital and out-
patient care and nursing home services.

It does not pay doctors, nor would it af-
fect the free choice of a doctor. The
doctor-patient relationship is not af-
fected, except to this extent: As a pa-
tient is better able to meet his hospital
bills through a pay-as-you-go social

security system, not requiring the outlay
of meager cash resources, he is then bet-
ter able to pay his doctor.

Mr. President, this is not an antidoc-
tor bill. The bill would enable patients
to pay the fees of doctors of their free
choice.

It is my belief that a program of pay-
as-you-go social security insurance to
provide the aged with a means to help
themselves will benefit the aged with a
means to help themselves will benefit
the patient, the hospital—faced with
climbing costs of equipment and facili-

ties^—and the doctor, who already spends
much time treating patients unable to

pay.
This whole subject was covered in the

1960 platform of the Democratic Party.

I read into the Record a part of item No.
6 from the 1960 platform, under the
caption "Health."

6. "The right to adequate medical care

and the opportunity to achieve and enjoy
good health."

Illness Is expensive. Many Americans have
neither incomes nor insurance protection to
enable them to pay for modern health care.

The problem Is particularly acute with our
older citizens, among whom serious illness

strikes most often.
We shall provide medical care benefits for

the aged as part of the time-tested social

security insurance system. We reject any
proposal which would require such citizens
to submit to the indignity of a means test

—

a pauper's oath.
For young and old alike, we need more

medical schools, more hospitals, more re-
search laboratories to speed the final con-
quest of major killers.

Medical care for older persons—60 mil-
lion Americans—more than a third of our
people—have no Insurance protection against
the high cost of Illness. For the rest, private
health insurance pays, on the average, only
about one-third of the cost of medical care.
The problem is particularly acute among

the 16 million Americans over 65 years old,
disabled workers, widows, and orphans.
The Republican administration refused to

acknowledge any national responsibility for
health care for elder citizens until forced
to do so by an Increasingly outraged demand.
Then their belated proposal was a cynical
sham built around a degrading test based on
means or Income—a pauper's oath.

The most practicable way to provide health
protection for older people is to use the con-
tributory machinery of the social security
system for insurance covering hospital bills

and other high-cost medical services. For
those relatively few of our older people who
have never been eligible for social security
coverage we' shall provide corresponding ben-
efits by appropriations from the general
revenue.

In this respect the Democratic Party
platform unites with every humanitarian
consideration, with the instincts of the
American people for caring for the aged,
and with sound economics, to impel the
vote for the Anderson amendment for
the medical care of the aged. Now is the
time for action. I intend to vote for
action.

REBUTTAL TO SENATOR ANDERSON'S MISLEADING
CHARGES

Mr. BENNETT. Mr. President, the
junior Senator from New Mexico [Mr.
Anderson] on last Friday, July 13, be-
girining at page 12674 of the Congres-
sional Record, called upon me to point
out when the Senate Finance Committee
conducted hearings on the Forand bill.

He said: "I do not recall any hearings
on the Forand bill." Mr. President, I
am willing to produce evidence that
hearings were held on Forand-type leg-
islation. If the junior Senator from New
Mexico will obtain from the committee
staff a copy of the hearings on H.R.
12580, he will find that the Senate Fi-
nance Committee, on July 29 and 30,

1960, held public hearings. During these
hearings Forand-type legislation was
discussed by several witnesses. One such
example was the testimony of Nelson

Cruikshank, director. Department of So-
cial Security, AFL-CIO. In fact, in the
middle of page 234 the following words
can be found:
FORAND-KING-ANDERSON BILLS IDENTICAL IN

PURPOSE

No, sir, It does not; because what we are
really proposing is that a Forand-type
amendment, if you wish to call it that, be
added to the provisions of

—

The junior Senator from New Mexico
again challenged me to explain another
portion of my remarks during the Sen-
ate debate last week. I had stated that
the junior Senator from New Mexico and
the then junior Senator from Massachu-
setts, John F. Kennedy, in 1960 sponsored
to H.R. 12580 an amendment of the
Forand-bill type, which was defeated.
This is a fact; and the junior Senator
from New Mexico certainly cannot deny
that he voted for the amendment, which
was defeated by a vote of 51 to 44. The
amendment involved was almost iden-
tical with the Forand bill. It, too, was
proposed to be financed by social se-
curity at the same rate of increased tax,

and had virtually the same benefits as
the old Forand bill.

The junior Senator from New Mexico
again challenged my statement regarding
the 10-to-7 vote in the Senate Finance
Committee in January of this year.
However, the Senator now describes as
misleading my statement regarding the
motion before the Senate committee,
which was defeated. Regardless of how
the junior Senator from New Mexico
chooses to interpret the motion, the ef-

fect of the motion, had it passed, would
have been to call for Senate Finance
Committee hearings at a time when the
House Committee on Ways and Means
had not acted in this area. I choose to
follow the Constitution of the United
States, which guarantees to the House
of Representatives the authority to orig-

inate revenue-raising legislation.

KNOWLAND AMENDMENT NO PRECEDENT FOR
ANDERSON PROPOSAL

Mr. President, on July 13, at page
12675 of the Congressional Record, the
junior Senator from New Mexico [Mr.
Anderson] called attention to an amend-
ment to H.R. 6000 offered in 1950 by
Senator Knowland of California; and
the Senator from New Mexico claimed
that that amendment established a prec-
edent for approving the present Ander-
son amendment which has been offered
to H.R. 10606.

In speaking of the Knowland amend-
ment, the Senator from New Mexico
stated that it was "a very far reaching
amendment to the social security bill,

H.R. 6000." However, in checking, Mr.
President, I find that the amendment
involved only two short paragraphs.
This is a far cry from the comprehensive
77-page Anderson amendment, plus the
Javits amendment and the other amend-
ments which have been offered to the
Anderson proposal.

Also it should be pointed out that
Senator Knowland's amendment was of-
fered only after an urgent request for
its enactment had been received from
the Interstate Conference of Unemploy-
ment Compensation Administrators.
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The purpose of the amendment was to

prevent abuse of authority vested in the

Secretary of Labor to withhold grants

and impose penalties on the States for

nonconformity with Federal administra-

tive decisions involving the unemploy-
ment compensation law. The Know-
land amendment had widespread sup-

port throughout the United States, and
was approved by the Senate by a vote of

45 to 37.

At this point in history, I do not wish

to debate the merits of H.R. 6000 of the

81st Congress with the junior Senator
from New Mexico. However, in keeping

with his claim that Senator Knowland's
amendment in 1950 should be regarded
as a precedent, I should like to call at-

tention to the fact that the junior Sen-
ator from New Mexico voted against the
Knowland amendment. If he follows

the precedent which he has cited, then
to be consistent, it would seem to me that
he would now be bound to vote against

his own amendment to H.R. 10606.

Mr. President, again I urge the Sen-
ate to reject the Anderson amendments
and to approve the welfare bill as re-

ported by the Senate Finance Com-
mittee.

WELFARE RECIPIENTS WILL SUFFER AS RESULT
OF ADMINISTRATION'S DELAY ON H.R. 10606

Mr. President, I have been concerned
that as a result of Senator Anderson's
medical care amendment to H.R. 10606,

the public welfare amendments of 1962,

welfare recipients would suffer because
of the delay in enacting this legislation.

I know from talking with other Senators
that this is certainly a critical matter
in the larger, more populous States, and
to a lesser degree in my own State of
Utah.

Last week, Mr. President, I called the
Utah Department of Public Welfare, and
talked with Commissioner Lamont B.
Gundersen concerning the status in Utah
of funds to continue welfare programs
during the coming weeks and months.
I was informed that there is an urgent
need for the U.S. Senate to pass im-
mediately H.R. 10606, because the
funds in Utah are rapidly running
out. It will be necessary for Utah to
modify or discontinue most, if not all,

of its welfare programs, unless Federal
funds are made available not later than
July 30, 1962.

Mr. President, I ask unanimous con-
sent to have printed at this point in the
Record a copy of a letter dated July 11,

1962, received from Mr. Lamont B. Gun-
dersen, commissioner of public welfare
of the State of Utah.
There being no objection, the letter

was ordered to be printed in the Record,
as follows:

The State of Utah,
Department of Public Welfare,

Salt Lake City, Utah, July 11, 1962.
Senator Wallace P. Bennett,
New Senate Office Building,
Washington, D.C.
Dear Senator Bennett: In accordance

with our telephone conversation regarding
the welfare bill before the Congress, I sub-
mit the following:

As soon as the ADCUP program terminated
on June 30, 1961, the full financial burden
for this program was placed on the State.
This will seriously deplete State welfare
funds in the middle of the biennium. The

amount of Federal money the State of Utah
receives for the above-mentioned program
and ADCPC and the recent Increase of $1

Federal matching on the remaining Federal
matched programs amounts to approximate-
ly $60,000 per month which the State of

Utah will not receive because of the expi-

ration on June 30 of these programs. This
will make it necessary for the State of Utah
to abandon these programs by July 30, 1962,

unless Federal funds are available.

I am very pleased to respond to your
request and hope that the information will

be of value to you.
Kindest personal regards.

Public Welfare Commission,
Lamont B. Gundersen,

Commissioner.

The PRESIDING OFFICER. The
hour of 1 o'clock having arrived, the
unanimous-consent agreement, as modi-
fied, goes into effect; and the time now
is controlled in accordance with the
agreement.
Mr. HUMPHREY. Mr. President, I

ask unanimous consent that when the
absence of a quorum is suggested, the
time required for the quorum call not
be charged to the time available to either
side under the unanimous-consent
agreement; and that after a live quorum
has been obtained, the debate for 2 hours
be had, and that the time for the taking
of the vote be extended accordingly
beyond 3 p.m.; in other words, that the
time required for the live quorum not be
taken from the time available to either
side under the agreement; that 2 hours
for debate be available thereafter; that
the vote be taken after the two hours,
at whatever time following 3 p.m. that
may be; and that the time during the 2

hours be controlled, pursuant to the fur-
ther agreement entered on yesterday, by
the majority leader and the minority

The PRESIDING OFFICER. Is there
objection?
Mr. HICKENLOOPER. Mi'. Presi-

dent, reserving the right to object, let me
ask whether I correctly understand that
the Senator from Minnesota is propos-
ing that 2 hours after 3 o'clock be
allowed.
Mr. HUMPHREY. No, 2 hours after

the completion of the quorum call.

Mr. HICKENLOOPER. And when
will the quorum call be had?
Mr. HUMPHREY. Now.
The PRESIDING OFFICER. Is there

objection to the unanimous-consent re-
quest propounded by the Senator from
Minnesota? The Chair hears none

; and,
without objection, it is so ordered.
Mr. HUMPHREY. Mr. President, I

suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The legislative clerk called the roll,

and the following Senators answered to
their names:

[No. 120 Leg.]

Aiken Byrd, W. Va. Dodd
Allott Cannon Douglas
Anderson Capehart Dworshak
Bartlett Carlson Eastland
Beall Carroll Ellender
Bennett Case Engle
Bible Chavez Ervin
Boggs Church Fong
Bottum Clark Fulbright
Burdick Cooper Goldwater
Bush Cotton Gore
Butler Curtis Gruening
Byrd, Va. Dirksen Hart

Hartke Mansfield T?.nVvt f£if\n
.EL Ubbtril

Hickenlooper

Hill Ivit. l\ till Lai a
Holland Metcalf 011111(11, iVldoo.

Hruska Miller OilllUii, jvittllit;

Humphrey Monroney Opal iv ii i a 11

oleums
Morton oy iini-ig luii

Johnston Moss To 1m Ctrl cf^

OWL UuU xvx UI1U u ± IX LlllllUflU.
o tint. T\^iiT, r*V"»T7J.V1 ui ^jxiy

Kefauver Muskle Wiley
Kerr Neuberger Williams, N.J.
Kuchel Pastore Williams, Del.
Lausche Pearson Yarborough
Long, Mo. Pell Young, N. Dak.
Long, Hawaii Prouty Young, Ohio
Long, La. Proxmire
Magnuson Randolph

The PRESIDING OFFICER. A quo-
rum is present.
Mr. DIRKSEN. Mr. President, the

hour is 1:15. It is my understanding
that, under the unanimous consent
agreement, the Senate may proceed for
2 hours from now, and then will come the
vote on the motion to table, the time to

be equally divided and controlled by the
majority leader and the minority leader.

Is that correct?
The PRESIDING OFFICER. The

Senator is correct.

Mr. MANSFIELD. Mr. President, will

the Senator yield?
Mr. DIRKSEN. I yield.

Mr. MANSFIELD. I would like to

turn over the control of the time on this

side to the distinguished Senator from
New Mexico [Mr. Anderson], who has
been the leading advocate of the health
care plan. I make that unanimous-con-
sent request.
The PRESIDING OFFICER. Without

objection, it is so ordered.
Does a Senator yield time?
Mr. ANDERSON. Mr. President, I

yield 12 minutes to the Senator from
New York [Mr. JavitsL

Mr. JAVITS. Mr. President, I con-
sider it an honor to lead off in this de-
bate in behalf of the proponents of the
Anderson amendments, to which many
Members of the Senate have very kindly
added my name.

I say this because I think it is our op-
portunity to do something for the people
of America which the people of America
have long waited for. If we make the
mistake, for reasons which are so easy
to rationalize—because it is an amend-
ment on another bill, because of the lack
of hearings, or because of other proce-
dures some of us may not be satisfied

with, although I am—and let this meas-
ure go down the drain, whether it can
be re-created or not is a real question.

The real sufferers will be those over 65

who need medical care.

I read with the greatest of interest

the views and the arguments made with
respect to this bill, and they are summed
up, as I see them, into four arguments:

First, that this is an important depar-
ture in national policy.

Second, that physicians' care and
other types of care are needed other
than those provided by this amendment.

Third, that if the amendment is put
on the public welfare bill, it will be lost

in the end; this amendment is tagged
to the public welfare bill; it is not going
to get anywhere in the House; why
bother with it?
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Fourth, the Kerr-Mills Act will do the
job.

Mr. President, I should like to spend
the time allotted to me in answering
those points. First, and very impor-
tantly, that this is an important depar-
ture in national policy: It is an impor-
tant departure in national policy, and
i is a departure that ought to be made.
The reason why it ought to be made,

in my view, is that it now can be safely
made, having had added to it what it did
not have before, and what I am proud
to say my associates and I added: First,

universality of coverage, and in a very
brilliant way, in implementing the meas-
ure so that those who would not have
been covered under the King-Anderson
bill, those who were not under the social

security system over a period of 10
years, are covered, taking advantage of
the fact that, as the system now func-
tions, 95 percent or more will be under
it within a few years.

Therefore, it was not necesary to twist
or torture the plan at all in order to
include the nonbeneficiaries by phasing
them in over a period of years.

This is an important departure in
American policy, but a beneficial one,
and it is high time we made it.

The reason for that is that this is

the solid rock on which the act must
be built, as I see it. The question is not
whether the Anderson bill is right or
wrong; I think the question is, What are
the alternatives to the Anderson bill?

The alternatives leave the vast num-
ber of aged over 65 who need and require
r edical care, without coverage, where
there exists a national responsibility to
give them medical care. I asked a
minute ago—and I think it was a per-
fectly proper question—when the Sena-
tor from Kentucky [Mr. Cooper] was
speaking, How many stools must the aged
fall between before we let them be
helped? The hard nut of the matter,"
which is the crucial question, is that
Kerr-Mills has not done the job, and
will not do it if it were to have an ex-
pense three times as much as at present
and a host of beneficiaries which the
plan does not have.

What are we going to give those
people? Stones and straw, even if those
stones and straw are gold plated because
of the cost of Kerr-Mills, or medical
care?

If this program is a departure in na-
tional policy, it is one which is well justi-
fied, now that it has been architectured
in the American tradition and spirit.

Second, it is argued that many differ-

ent types of care are needed; that phy-
sicians' care is needed. I have argued
that. It is absolutely right. Surgical
and other types of care are needed.

We have a right to ask the question.
If basic hospital care is not given, what
is there to build on? On the other hand,
if hospital care is given and this sys-
tem is opened up, as our amendments
have done, to the whole private enter-
prise system—pension plans, coopera-
tive, Blue Cross, Blue Shield, private
insurance plans, whatever is available

—

the Anderson plan will completely trans-
form it.

We will have made it into a floor,

rather than a ceiling, which it was be-
fore. It will be a floor upon which other
things can be built.

I have actually given, in detail, the
cost of the packages of additional aid
it would be possible to build upon the
plan inherent in the amendments, to
show how inexpensive it would be to
give the additional and important effec-

tive items of care. One can get a very
liberal package, with all kinds of medical
care and physician's services, for about
$7.50 a month per person. One can get
a minimal package of surgical and
medical care and other types of benefits,

which would make this a very fine pro-
gram for anybody who has it, for as
little as $3.30 per month per person.

This will become a very solid floor,

because of its design, on which a medical
care for the aged program can be built.

Third, and very importantly, it has
been said that the public welfare bill

will die, or that the House will not pass
the bill.

Mr. President, would it not be even
more certain that the House will not
pass the bill if we do not pass the bill?

Would that not really be the death knell

of our medical care for the aging, and
nobody knows for how long?
Mr. President, if we want the public

welfare bill to pass, there are many ways
to get it. We can get it by action in the
other body ; whether it be on a motion
to suspend the rules, whether it be as

the result of a petition signed by a ma-
jority of the Members, whether it be by
a rule granted for a conference—and I

shall come to that in a moment—wheth-
er it be by normal committee action, or
whether it be by a 60-day extension of

the public welfare amendments, which
the Senator from New Mexico [Mr.
Anderson] proposed, in which a number
of us joined.

Once the Senate manifests its will, we
shall have an opportunity to go some-
where. If the Senate does not manifest
its will, then the program will be dead.

This will be the payoff vote, I repeat

—

here and now—on the motion to table.

The fourth argument is that the Kerr-
Mills law will do the job. Let us look at

the record. The Kerr-Mills law has
been in effect for 2 years. It covers

102,378 recipients in about half of the

States of the Union. The overwhelm-
ing majority of the money is spent in

and the overwhelming majority of the
recipients reside in the rich States, in-

cluding the State of New York, in which
over 90 percent of the money is now
being spent.

In addition, the Kerr-Mills approach
is the poorhouse approach. It is better
than nothing, but let us understand it.

It is the means test approach, or the
poorhouse approach. If a person is in-
digent, if a person is broken down and
has no one to help him, if a person can-
not do anything else, he may get aid. He
never knows in advance whether he will

get it. Only when he becomes really sick
is it possible for him to qualify.

The whole virtue of what we are try-
ing to do is that a person will know
where he is, based on the insurance prin-
ciple. This is the fundamental and cri-

tical difference between what we are
trying to do and the Kerr-Mills ap-
proach.
One hundred and two thousand recipi-

ents are taken care of under the Kerr-
Mills law. Let us compare that number
with the number in need. There are 12
million people over 65 years of age who
have incomes of less than $2,000 a year.

The average expense of a medical char-
acter for the individual who is over 65
years of age is $177 a year. Obviously,
those who have incomes of under $2,000
a year cannot afford that expense.
One-third of the persons in that in-

come and age bracket have some in-
surance protection. That leaves us with
a figure of 8 million people who prop-
erly are .eligible for some kind of care.
One out of six of those goes to a hospital
every year. That gets us to a figure of
about 1V2 million people. That is the
very minimum number of those who need
help.

Let us compare that figure with the
102,000 recipients under the Kerr-Mills
program in half of the States, who are
qualified after a period of 2 years.
Mr. President, the answer is to be

found in the vote to be taken. The
motion to table is said to be a sudden
death motion. Mr. President, it will be
sudden death, but sudden death to what?
Will it be sudden death to the amend-
ments alone? Not at all. It will be sud-
den death to the hopes and aspirations
of those who are 65, who at last have be-
gun to see the beginnings of some kind
of national responsibility for their health
care. That is the sudden death it will

be.

One other point, Mr. President. My
colleague, the Senator from Oklahoma
[Mr. Kerr], in what was for him* a
typically brilliant speech yesterday,
asked the question of what kind of
mockery it would be if we should give to
the aged in this country care under the
amendments but not all the care he
thinks they ought to have, not all the
care a few are getting under the Kerr-
Mills program.

I ask, Mr. President, what kind of a
mockery would it be to leave those people
with stones in their mouths and to give
them nothing, if the Senate defeats the
amendments today? At the very least
this is the fundamental base, this is the
floor, which would give to those people
the very minimum one-third of their
health care. That would be an apprecia-
ble beginning in this country.

Finally, Mr. President, I wish to say
a word to my colleagues on the Repub-
lican side of the aisle about conserva-
tism in regard to this proposal. I have
heard Senator after Senator argue that
it would be more conservative to proceed
by general appropriations. Mr. Presi-
dent, if we should multiply the cost of
the Kerr-Mills program, which today is

about $200 million a year, by the num-
ber of people who ought to be eligible

for that kind of care, which is about
10 times the number who are eligible

now, that would give us a cost of over
$2 billion a year. Half of that cost would
have to be appropriated by the Federal
Government. That would be a billion

dollar appropriation.
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Mr. President, would that be more con-
servative or less conservative than the
pay-as-you-go approach, with contribu-

tions by people who are fighting for the
opportunity to participate and to pay,

through a slight increase in social secur-

ity taxes?
Mr. President, many Senators have

argued that social security taxes will go
up if the amendments are enacted. They
will go up anyhow. They will go up
whether we pass the amendments or not.

When we pass the amendments, and
the social security taxes go up slightly

more than they otherwise will go up,

people then will get tangible and real

benefits.

Why is it that the aged people of this

country, on the whole—a clear majority
of them—are fighting for this program?
Why is it that the younger people—

a

great majority of them—are fighting for

this program?
They are fighting for two reasons, Mr.

President. The first is that the aged
need medical care and they are not
getting it. They will not get it, Mr.
President, unless we provide a program.
Let us not forget that. Let us not forget
that there are people who do not go to

the hospitals because it is too expensive,
and they get sick and die sooner than
they should.

Let us remember that the younger
people, children and relatives of the
aged, are supporting them. They are
interested in this proposal. Let us re-
member that the younger people are pay-
ing the social security taxes, and they
look forward to this program.
The PRESIDING OFFICER (Mr. Met-

calf in the chair) . The time of the
Senator from New York has expired.
Mr. JAVITS. Mr. President, may I

have one-half minute or 1 minute more?
Mr. MANSFIELD. Mr. President, I

yield one-half minute to the Senator
from New York.
The PRESIDING OFFICER. The

Senator from New York is recognized
for one-half minute.

Mr. JAVITS. Let us also remember
that the younger people will pay the so-
cial security taxes, and they look for-
ward to doing so with dignity and
capacity, on the basis of self-assurance,
which is the highest form of self-

reliance and of individual private en-
terprise, especially since we have now
protected the amendments by opening
them up to the whole competitive pri-
vate enterprise system.

This is an opportunity we may never
have again. I hope very much that the
Senate will decisively defeat the motion
to table the amendments.
Mr. President, I ask unanimous con-

sent to have printed in the Record at
this point as a part of my remarks an
article entitled "Nursing Home Evalu-
ation and the Question of Hospital Af-
filiation," written by John A. Hackley
and published in Hospital Topics for
March 1962.

There being no objection, the article
was ordered to be printed in the Record,
as follows:

Nursing Home Evaluation and the Question
of Hospital Affiliation

(By John A. Hackley)
As is often repeated, the term "nursing

home" means many things to many people.

And it should. Existing nursing homes serve

their respective communities in such a
variety of capacities that no narrow concept
of a nursing home, as we know the institu-

tion today, can exist. The nursing home as

a facility has emerged to meet many varying
needs of people. In this rather undirected
emergence there has come a quite recent
national concern.
Perhaps this concern about nursing facili-

ties, their patients and their services is mere-
ly symptomatic of a slowly dawning realiza-

tion that many professions and health serv-
ices not only are interested in nursing facili-

ties and their patients but actually have an
undeniable responsibility to such facilities

and primarily to the patients they serve.

The origin of many of the problems and
needs of nursing-home patients does not
necessarily lie in nursing-home institution-
alization. Rather, these often are vocational,
social, medical, and economic problems which
an individual faces wherever he is. A recog-
nition of the fundamental kinship between
health services and those more commonly
regarded as health-related services—even
though the latter may be social or economic
in purpose—will constitute a long step for-
ward toward the time when the health and
welfare of a human being and the public of
which he is an integral part will be literally

indivisible.

coordination in the community
Perhaps one of the greatest deterrents to

a realistic integration of health and health-
related services is the factor of considering
integration and coordination—and even af-
filiation with the hospital—in the light
solely of administrative structure and the
administrative problems that might arise.

If, instead, we were to plan the organization
of services simply from the standpoint of
what the patient himself requires for
timely, effective care, the problems of co-
ordination would be far less complex and
discouraging.

The term "nursing home" itself should
not be an exclusive one but rather an inclu-
sive one referring to proprietary, voluntary,
and public facilities, whatever the auspices
or legislation or administrative structure.
By the same token, "community health re-
sources" should embrace all types of agen-
cies and resources: public, voluntary, or pri-
vate, regardless of whether they are directly
or indirectly health-related in terms of their
specific services or objectives.

Perhaps the most important emphasis is

that, although the nursing home's place and
function in the community seem to be ever
changing today, ultimately it will be rather
clearly defined and adhered to. And if this
character of the nursing home and its place
in the community is not spelled out by the
nursing-home profession itself in a realistic
and professional way, then rest assured it
will be delineated by others who may be less
directly affected or less experienced to do so.

what is a nursing home?
"When we opened this nursing home," one

administrator has remarked, "we planned
our service for certain kinds of patients; but
we have never been able to serve exclusively
those particular groups." His comment has
found ready concurrence in the experience
of Illinois Rehabilitation Education Service,
a Public Aid Commission program, in the
many discussions between its staff and ad-
ministrators. In some cases, perhaps, those
who planned and established the nursing
facilities did not do a thorough job of com-
munity exploration. But even where rela-
tively adequate planning has preceded the
development of a nursing facility it is still
Infrequent to find the facility in real control
of the kinds of patients it admits.
The community itself, its hospitals and

physicians, and certainly its agencies, have
virtually dictated the intake policies of the
institution. It is as much the way in which
the community uses its nursing homes as it

is the homes' own limitations and strengths
which has shaped many of our present facili-
ties into what they are today. The Immedi-
ate needs of the community are a dominant
force in forming the character of the nurs-
ing facility.

Prom community to community, locality to
locality, nursing homes—whatever their
sponsorship—may function as chronic-dis-
ease hospitals, nursing-care facilities, homes
for the aged, sheltered-care homes, day-care
centers, room-and-board situations, or—as
in one community—a place in which hospital
patients were put to die so as to reduce the
mortality status of the large county general
hospital.
Many nursing homes are the only medical-

care facility (or one of a very few health
care resources) in a given area. Approxi-
mately 18 percent of the nursing homes co-
operating in a research program of the
rehabilitation education service were the
only such homes in their communities. Sev-
eral were the only facilities serving sick and
disabled people in their area.
Coupled with this is the increasing ac-

ceptance of the theory that more and more
patients are institutionalized in nursing
homes for lack of a more appropriate facil-
ity. Case studies often discover that it was
not the diagnoses and current health pic-
ture of a patient which precipitated his in-
stitutionalization; rather, it was the com-
pounding of his total situation by his
pressing social and economic needs that
brought him into the nursing home.
THE MUCH -DISCUSSED SUBJECT OF CLASSIFICA-

TION

All of this brings up (although only briefly

here) the subject of classification of nurs-
ing homes. Classification is a device which
has been frequently tried in many different
States with varying degrees of failure. Un-
fortunately, current proposals for regulation
often seem an attempt merely to use new'
tags—new nomenclature—in the effort to
upgrade nursing-home standards and guar-
antee a certain level of performance that
current rules and regulations do not seem
totally capable of achieving.
Many groups (Joint Council To Improve

the Health of the Aged, the American Hos-
pital Association's Council on Professional
Practice, the Public Health Service, to name
a few) are investigating the idea of nursing-
home classification. Not the least of these
is the current congressional interest. Just
as any Federal legislation for health care
of the aged will very probably incorporate
nursing-home care, so it would also include
the need for national uniform nursing-home
standards, now lacking.

Certainly, two admonitions must be made
in developing any system of classification:

(1) standards used to evaluate hospital fa-

cilities cannot be totally translated to nurs-
ing homes: some modification is needed;

(2) any system of classification should be
acceptable to the facilities but applied by
an outside agent: real pitfalls are inherent
in self-accreditation and classification.

For the present, though, until the role and
function of the nursing home are more clear-

ly defined, the responsibility continues to fall

to the nursing home to provide answers

—

however inadequate they may be—to a wide
range of the medical, social, and economic
problems of the chronically ill, disabled, and
aged receiving care in these institutions.

ALLIANCE WITH THE HOSPITAL

It is becoming trite to say that the nursing
home should not be a place where people
are sent to die. In practice, however, this is

exactly the way many nursing homes have
been used by the community, whether death
has occurred in 3 weeks or 30 years, and
whether it was due to an immediate medical
reason or merely came as a climax to 30 years
spent in an institution out of lack of more
appropriate accommodations.

If nursing homes are to be institutions
which serve patients only for that relatively
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limited amount of time when the special

services associated with nursing-home care

are required; if medical care, nursing care,

and the innumerable allied services and re-

sources of the community are realistically

conceived as a continuum available to all for

whatever length of time and in whatever
degree required—then there should be no
doubt of the nursing home's position in the
medical-care spectrum of the community.
When, on the other hand, the nursing

home is seen as a substandard hospital, or
a less-than-acceptable substitute for a gen-
eral hospital, it cannot be intelligently em-
ployed in the case of the chronically ill and
the aged.
Although the nursing home cannot be ex-

pected to provide the intensive acute care
concomitant with hospitalization, it would
be both foolhardy and disastrous to assume
that the nursing service of the home need
be any less comprehensive than that tra-

ditionally attributed to the hospital. The
very nature of those long-term illnesses and
disabilities which legitimately warrant
nursing-home placement may actually re-

quire a greater degree of nursing service.

However, often this also implies a reduction
in the need for services rendered by regis-

tered nurses or more highly skilled person-
nel and an extension of those of licensed
practical nurses, graduate nurses, and less

professionally trained people. As numerous
studies and the graphic evidence of Indi-

vidual patients testify, some patients were
institutionalzed in the nursing home pri-

marily because the hospital facilites were
neither geared nor equipped for care of the
long-term patient.
The value of affiliation between commu-

nity hospitals and nursing homes has been
frequently discussed. Proponents of such
a move say it would bring about a more
clearly defined and objective appreciation of
the nursing homes' role in the community
medical picture, and, in line with the phi-
losophy of progressive patient care and co-
ordinated community services, would also

facilitate transmission of patients to the
most appropriate facility. These stated rea-
sons may imply to some persons that a nurs-
ing home can achieve status by becoming
identified with a general hospital and can
in some vague way enhance the quality of
its care through closer association with a
larger medical facility.

By contrast, the advantages accruing to
the hospital through affiliation with a nurs-
ing home are rarely discussed. Yet how can
we talk about coordinated community care
and progressive patient care and limit our-
selves to progression in one direction only?
This kind of planning is a deception to the
public, for our actions belie our protesta-
tions.

SOME POSITIVE ADVANTAGES

Just what could the hospital gain by
affiliation?

Today we have discovered the truth in the
concept of treating the whole person; but we
have also recognized (strangely enough) that
in order to see the patient as a person and
provide the kind of care that serves him
best, we must also know him. So one fun-
damental facet of affiliation is the establish-
ment of a channel of communication by
which a current, comprehensive, and useful
account of the patients' needs and wishes in
all appropriate areas can be exchanged. In
this way the patient will not lose his iden-
tity, and we will not lose sight of the com-
plexity of his needs.

Affiliation which provides an uninterrup-
ted program of care for patients makes the
staffs of the participating institutions co-
workers and—with proper administrative
climates—copartners in the teamwork re-
quired for effective care. By a free inter-
change of visits, personnel of the affiliated
Institutions can become acquainted with a

patient and his current program of care be-
fore he is transferred to the other facility.

No small side effect is the reassurance the
patient receives with such a practice and the
resultant minimization of his problems in
adjusting to a new setting.

Beyond direct care to individual patients,

the device of affiliation can work to strength-
en feelings of mutuality of interest and
effort. Affiliated institutions in a community
can become the aggregate spokesman on
behalf of all the long-term, disabled, and
aged patients, serving as their interpreter to
the community and its health resources. As
a spokesman, too, the Institutions can be a
dynamic factor in stimulating community
development of the necessary programs and
resources which presently are inadequate or
do not exist.

Another mutual benefit of affiliation is the
interchange of professional knowledge, skill,

and experience. For example, provisions for
scheduled educational staff meetings and
other in-service training are needed in most
nursing homes, and the hospital personnel
should be made available for this training.
Likewise, the staffs of hospitals—particularly
those which either contemplate or have
recently developed a nursing facility for
long-term patients—have much to learn
about the complex needs of nursing-home
patients for which the experience of the
home's personnel will be invaluable.

One of the most difficult problems in pro-
viding the right care, in the right setting, at
the right time, centers around the need for
a well-organized, well-functioning central
referral service in the community. Proper
affiliation among medical facilities—and fa-
cilities includes clinics, day-care centers,
family agencies, as well as hospitals and
nursing homes—will familiarize each one
with an accurate understanding of the serv-
ices of the others.

THE PRIMARY CONSIDERATION

If we truly believe that so long as people
live they deserve the kind of care that gives
substance to their days and meaning to their
existence, then we must do all in our power
to establish, maintain, and improve those
standards that will accomplish these things
for the thousands of chronically ill and older
people who are dependent on Institutional
care as a way of life.

Mr. DIRKSEN. Mr. President, I yield
20 minutes to the distinguished Senator
from Nebraska [Mr. Curtis] .

The PRESIDING OFFICER. The
Senator from Nebraska is recognized for
20 minutes.

Mr. CURTIS. Mr. President, I thank
the Senator from Illinois.

Mr. President, I am for hospital and
medical care for our aged citizens. I
want that care to be the best that our
fine, traditional American system of
medicine can provide. I want the great
advances made in medicine and in drugs
to continue for the benefit of all man-
kind. The record in this country is un-
surpassed.

I do disagree with the proponents of
the administration plan as introduced
by the Senator from New Mexico [Mr.
Anderson] and other Senators as to how
we should provide this medical care for
our citizens over 65. Without boring
Senators with statistics, I believe they
will agree that among those over 65 there
are some people well able to pay for their
own hospital and medical care or to se-
cure private insurance to provide the
same. There are also some older people
who are unable to provide hospital and

medical care for themselves. Let us con-
sider each group.
The first question is: Should Govern-

ment provide medical care, including
hospital care, for our older citizens who
are unable to provide for such care them-
selves? I would answer that question
with an emphatic "Yes." For many years
our destitute aged have received hospital
and medical care at public expense. That
should be continued. I would go further.
I would include those people over 65 who
may have some funds and are self-sup-
porting, but who cannot pay a costly
hospital and medical bill. This group
has sometimes been referred to as the
near needy.
Such a program to provide hospital

and medical care for the near needy,
including drugs and other essentials for
sick patients, has been enacted. It is
known as the Kerr-Mills law. I voted for
it. Under this law, any State desiring
to provide medical assistance for people
over 65, who are near needy, can do
so and the Federal Government will
share in the cost. It follows the same
pattern that has been followed for many
years in the cases of actual need. The
near needy are not required to be pau-
pers in order to be entitled to the bene-
fits.

Under the Kerr-Mills law a program
can be set up to fit the specific needs of
a patient. If he needs help in having
medical prescriptions filled, that can be
provided. If he must be sent to the hos-
pital, that can be taken care of. Gov-
ernment can pay the costs of having the
doctor call at his home or surgery can be
provided. In fact, the Kerr-Mills law is

not limited to fine print benefits. It is
intended to take care of people over 65
who need help and who are and should
be the concern of government.
A careful look at the figures indicates

that the States have moved with consid-
erable speed in availing themselves of the
benefits of the Kerr-Mills law. As of the
end of June this year a period of 21
months had elapsed since the first funds
became available under the Kerr-Mills
law and 24 States have inaugurated a
program. Let us see how this compares
with similar action taken following the
1950 amendments when vendor payment
provisions for medical care were added
to the old-age assistance program, to the
aid to dependent children program, and
to the program for the aid to the perma-
nently and totally disabled. After 21
months, 10 States had set up a program
to include vendor medical payments in
their ADC program, 7 States had inaug-
urated the program with reference to the
aid to the permanently and totally dis-
abled persons, and 10 States had in-
augurated a program for vendor medical
payments in their program of old age as-
sistance. This has moved twice as fast
as other programs. It is reasonable to
expect that the Kerr-Mills law will very
shortly reach the majority of our States
because they have moved faster with this
program than the others.
The other basic question to be asked,

which is the central proposition, is:

Shall Government provide hospital and
medical care for people over 65 if they
are well able to provide it for themselves?
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This is a fundamental question. It

means, should we tax future workers, the
young workers, the middle-aged workers,
and the aged if they are still working, to
pay the hospital bills and some related
medical expenses for all older people, in-

cluding those who are well able to pay
for it themselves? My answer to that
question is, "No." I do not believe, for
instance, the Government should tax
young people who are raising a family,
buying a home, and educating their
children to pay the hospital bills of indi-
viduals who are financially able to pay
their own bills. This is the essence of
the Kennedy administration's proposal.
Some very interesting statistics were

complied by the Bureau of Labor Statis-
tics and published in the Monthly Labor
Review for August 1960. These relate to
the city workers' family budget. To
work from a norm the statistics relate

to a family of four, an employed hus-
band of 38 years, a wife not employed
outside the home, and two children, a
girl 18 and a boy 13. The study is de-
signed to arrive at a dollar amount which
will give such a family an adequate liv-

ing, including health, efficiency, nurture
of children, and participation in social
and community activities. The level is

described as "modest but adequate."
The average income before taxes is esti-

mated between $7,000 and $7,500 an-
nually.

This study went on to show what such
a family would pay for the various items
in their cost of living. This included
an item for medical care. Medical care
was described as including health in-
surance paid for by the head of the
family, medical costs not covered, den-
tal costs, and medicines. It was based
on a study conducted in 20 cities across
the country. Medical care in the 20
cities surveyed ranged from $250 in
Scranton, Pa., to $424 in Los Angeles,
Calif. Medical care in Houston was $309
annually and in Chicago $314 annually.
In November 1960, the Monthly Labor

Review published a compilation made by
the Bureau of Labor Statistics entitled,
"Interim Budget for Retired Couple"
which was similar to the one made in
August concerning the family of four.
The same cities were used for the survey.

This retired couple "budget family"
assumed a husband and a wife, age 65
or over, who maintain their own two-
or three-room rented dwelling in an
urban area. The couple is assumed to
be self supporting, in reasonably good
health, and able to take care of them-
selves. The budget takes into account
social and psychological, as well as
physical needs, so it is not a minimum
subsistance budget. On an annual basis
for this hypothetical couple's living ex-
penses runs from $2,641 in Houston,
Tex., to $3,366 in Chicago, 111.

The cost of medical care for retired
couples in these 20 cities is described
in this report as being between $222 an-
nually in Scranton, Pa., to $366 in Los
Angeles, Calif. The annual cost of
medical care for retired couples includes
a weighted average cost with hospital
insurance coverage for 45 percent of this
group. This covers the same broad
range of medical and dental costs in-

cluded in the "family of four" concept.
Medical care for the "family of four,"
according to Bureau of Labor Statistics

computes between 6 and 7 percent of

the annual budget. For the "retired

couple" it computes to an average of 9

percent of annual budget.
I believe these figures are very perti-

nent and that they deserve recognition.
It is obvious that, while many hard-

ship cases exist in the age bracket of 65
or over, hardships for medical expenses
are by no means limited to that group.

It is obvious that many young fathers
and mothers raising families encounter
medical expense that is overwhelmingly
burdensome.

If the administration proposal is

enacted it will mean a man can have an
annual income of a hundred thousand
dollars or more, unlimited capital assets,

need not be retired, yet if he is 65, his
hospital bill and certain related medical
expenses will be paid. By whom will it

be paid? It will be paid by the workers
and the self-employed and the employers
of the country.
We would tax the physically handi-

capped, the blind, and the aged who are
still working to pay hospital bills for
people who are well able to pay them
themselves. That is the essence of this

proposal. That is its central theme.
I am opposed to this proposal for

several reasons:
First. The proposal would provide hos-

pital care for aged without considering
whether they could afford to pay their

own hospital expenses.

Second. The proposal would finance
such a program through the social secu-
rity system, thus overburdening the pres-
ent system.

Third. The proposal would increase
withholding taxes, primarily on the
young, making it more difficult for them
to meet their current medical expenses,
much less provide for future expenses.

Fourth. The enactment of the Ken-
nedy proposal would result in a poorer
quality of medical service for all of our
citizens.

In citing established facts and figures
in support of my position, I want to give
credit to certain of my colleagues.
Representative Tom Curtis, of Missouri,
has been a leader in research on the sub-
ject of hospital and medical care for the
aged, and I want to pay tribute to him.

Let us consider just what the adminis-
tration's proposal would do for the aged.
It would pay for hospital services up to
90 days and certain nursing home serv-
ices up to 180 days, plus additional home
health services and outpatient diagnostic
services or, as Representative Griffiths
says:

This program adds up to the payment of
the costs of hospital care and economical
substitutes for hospital care.

It should also be pointed out that the
first cost of hospital expenses, ranging
from $20 to $90, would have to be paid by
the aged person himself.

The administration proposal would
not pay for most doctor bills incurred
in the hospital.

The administration proposal would
not pay for calls at the doctor's office.

The administration proposal would
not pay for doctor calls at the home.
The aclministration proposal would not

pay for surgery.
The administration proposal would

not pay for prescriptions, or medicines,
or drugs of any kind outside of the hos-
pital. The administration proposal
would contribute nothing significant to-
ward the problem of catastrophic ill-

ness?
The administration proposal would not

provide any benefits for people confined
to a mental or tuberculosis hospital.
A study has been made as to what

portion of the costs of illness would be
paid if the administration plan were
enacted into law. This has been estab-
lished as being 25 percent of the ex-
penses of illness of persons eligible for
the benefits. In other words, for the
people covered, whether they are in need
or not, it would not pay 75 percent of the
expenses incurred.
My colleague, Tom Curtis, has very

aptly pointed out that a medically in-
digent person is no more able to pay
75 percent of his medical expenses than
he is to pay 100 percent of such ex-
penses.
Unfortunately, the issue of medical

and hospital care for the aged has been
confused by a great deal of misinforma-
tion. I am satisfied that many of the
proponents of the measure in Congress
do not realize its shortcomings. I am
thoroughly satisfied that many of the
people back home have been misin-
formed. It is not uncommon for a con-
stituent to write in support of the ad-
ministration's proposal citing, as a rea-
son for its need, the high cost of his
doctor bills and his medicine. The fact
is, the proposal being offered would not
pay any part of either one.

Either the administration proposal is

a delusion and will be a disappointment
to our people, or they must admit it is

merely a foot in the door for a larger
program. The estimated cost of the first

year of operation is a billion dollars. It
is based upon the premise that Govern-
ment should tax all of our people to pay
hospital bills and some related medical
bills of individuals, some of whom are
much more able to pay those bills than
the people paying the taxes.

I want to compliment the distin-
guished Senator from Tennessee [Mr.
Gore] for the candor he displayed in
acknowledging that if we pass this
proposal now before us it will be but a
beginning. The program will be en-
larged. In the Congressional Record
for July 9, 1962, page 12061, the distin-

guished Senator from Tennessee said:

If the Senator from Wyoming will per-
mit me to do so, I wish to comment on the
two points the able Senator from Louisiana
raised. One was that if the program of in-
surance, hospitalization, and medical care
were enacted, those of us who support it

should take the responsibility of consider-
ing it as only a beginning. I am pleased to
accept that responsibility; I think it would
be the beginning of a sound program.

The administration proposal dis-

regards the great advances that have
been made in private health insurance.
As of June 1, 1962, 136 million of our
civilian population was covered with
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some form of health insurance. As of

January 1, 1962, 55 percent or 9.3 million

of the aged population had some kind
of private health insurance. The De-
partment of Health, Education, and
Welfare has estimated that, by 1965, 70
percent of the aged will have some
private health insurance.

This estimate of the Department of

Health, Education, and Welfare to the
effect that by 1965, 70 percent of the aged
will have some private health insurance
was made back in 1959. It was based
upon the increase in health insurance
coverage of social security beneficiaries

as reported in 1951 and 1957!

Since 1959 a number of the private

insurance carriers have inaugurated pro-
grams of mass enrollment of hospital

and medical insurance for aged people.

These programs alone, since their

inauguration, are estimated to have en-
rolled well over iy2 million older people.

Thus, it is apparent that the estimate
of the Department is very much on the
low side.

The PRESIDING OFFICER (Mr.
Metcalf in the chair) . The time of the
Senator has expired.

Mr. DIRKSEN. I yield 5 additional
minutes to the Senator from Nebraska.

Mr. CURTIS. Mr. President, it is my
opinion that if the American people had
an opportunity to express themselves on
the question as to whether or not the
future workers, the present workers, in-

cluding the near aged and the aged who
are still working should be taxed to pay
the costs of hospitalization and medical
care for individuals over 65 who are able
to pay their own such costs that the
answer of the majority would be in the
negative. The overwhelming majority
of expressions that have come from the
people of Nebraska have been against
this proposal before us today. Count-
less groups have taken a position on it.

For instance, in the June 1962 issue

of the Nebraska Union Farmer I find
an article which begins as follows:

Nebraska Farmers Union delegates to the
1962 convention adopted a clear and precise
statement concerning proposals for Federal
medical aid programs as follows: "Resolved,
That we oppose the inclusion of medical aid
under social security."

I include that one position taken by a
distinguished farm organization as typi-
cal. Thousands of such communications
could be supplied.
Many well-meaning people have be-

lieved hospital and medical insurance
should be provided under the social se-
curity system. Many of these people are
not aware of the true nature of social
security. They have accepted the mis-
taken notion that people are paying for
their own benefits under our social secu-
rity system.

Our social security system is a pro-
gram of social benefits for the aged, their
widows, and for minor children,
financed by currently taxing workers,
employers, and the self-employed. An
accurate and very informative article on
the workings of our social security sys-
tem was published in the U.S. News &
World Report on July 2, 1962. In that
article, referring to our present social se-
curity system and the proposal to add

hospital benefits U.S. News & World Re-
port says:

The tab for the cost would be picked up,

as it is being picked up for old age and sur-
vivor insurance, by employers and by those
who go on working. In the end the cost will

fall on employers and on generations not
yet working.
In a word, social security programs, to

date, represent a gigantic bargain for per-

sons retired, soon to be retired, or fairly well

along in years.

Mr. President, I ask unanimous con-
sent that the article in the U.S. News &
World Report to which I have referred

may be printed at the end of my re-

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)

Mr. CURTIS. Mr. President, we
should not forget that if we never add
any new benefits to the social security

law and if we never increase benefits, the
tax increases that we, the Congress,
have already imposed will amount to a
48-percent increase between now and
1968. But many new increases and ad-
ditions are being advocated.
In order that we might understand the

true nature of our present social secu-
rity program, I want to cite some basic

statistics. These will show that it will

be the young workers and our future
workers who will bear the costs of this

program. To add hospital and medical
care to the social security program will

be so costly that it might well endanger
the program.
The PRESIDING OFFICER. The

time of the Senator from Nebraska has
expired.
Mr. DIRKSEN. Mr. President, I yield

3 additional minutes to the Senator from
Nebraska.
Mr. CURTIS. Mr. President, let us

take the case of a worker who retired

on July 1, 1962, at the age of 65. Let us
suppose that he has paid the maximum
he could have paid since the program
began in 1937 and that he has a wife who
is of the same age. The total expected
value of the benefits for this man and
his wife would be $32,600. The total

amount of employee taxes that this in-

dividual has paid is $1,584.

A couple of similar age retiring on
July 1, 1962, having been covered by
social security for the very minimum
amount that the law recognizes will be
entitled to benefits having a total ex-
pected value of $11,100 and the employee
taxes that this individual would have
paid from 1937 to date would be the sum
of $79,13.

The average benefit paid to a bene-
ficiary and his wife on the roll as of

June, 1961, was about $125 per month.
It is estimated that the husband of this

average couple is 74 years of age and his
wife is 69. They have drawn benefits for
years, yet the total expected value of the
future benefits to them is about $16,300.
It can be said that a worker could have
obtained his average benefits and paid
less than $60 in employee taxes in order
to qualify, and in any case he could
not have paid more than $1,000 in order
to qualify for such benefits.

A self-employed individual first cov-
ered in January, 1955 at the age of 63

having a wife the same age and retiring

at age 65 would have paid in a grand
total in self-employment taxes of $252.

Such a couple has already received $11,-

215 in benefits and the value of their

future benefits is estimated at $23,700.

There are some individuals still living

and drawing benefits who went on the
benefit rolls of the social security pro-
gram back in 1940. If such an individual

paid the maximum taxes that he could
pay as employee from 1937 to 1940 it

would amount to a total of $90. If that
individual were a single individual, he
has already drawn $16,644. At the pres-
ent time his monthly benefit is $89 per
month, or just $1 less than the total

amount that he has paid in in taxes in

his entire life.

All of these figures have been provided
me in a letter from Mr. Robert J. Myers,
chief actuary of the social security
system.
Mr. President, I do not oppose the so-

cial security benefits that these deserving
old people are receiving. I merely sug-
gest that we face the program realisti-

cally and recognized it for what it is. It
is a program of paying benefits to our
aged citizen by taxing workers, employ-
ers, self-employed, future workers, future
self-employed, and future employers.
Social security benefits are not paid for
by the beneficiary but are paid for by
others.

Again I point out the one very funda-
mental question that we must face in
passing upon the administration's pro-
posal now before us is: "Shall we tax
these workers and future workers to pay
the hospital care of people over 65 who
are well able to pay for it themselves?"
If that question were to be put up to the
people of all the States of the Union it is

my guess that the overwhelming majority
would answer it in the negative. I be-
lieve that this Senate should likewise
answer it in the negative.

It is obvious that many persons 65
years of age and over are entirely com-
petent to bear the costs of their medical
care, so, we are faced with the proposi-
tion of enacting class legislation for one
age group—not to meet a need but to ex-
tend a privilege to many who have no
need.

The problem of medical and hospital
care for the aged can best be met
through existing law, including the Kerr-
Mills bill, which takes care of the "near
needy," and through the channels of pri-
vate insurance. Let us not forget that
the Government has failed in every busi-
ness operation it has started.

The enactment of the Kennedy pro-
posal means Government medicine. If
Government funds are spent to provide
hospital and related medical care, the
Congress must give directions as to how
that money will be spent. There will be
rules and regulations. There will be
contracts with hospitals and doctors.

The enactment of the Kennedy pro-
posal now before Congress will mean a
poorer quality of medical service not only
for our aged, but for all of our citizens.

History is on our side in this argument.
Every country of Europe has some sort

of government medicine. Let us see
what has happened. Europe no longer
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leads the world in medical science, yet

30 years ago medical students from this

country and from all over the world
traveled to Europe for advanced medical
education. They no longer go to Eu-
rope ; they come to the United States be-

cause our private practice of medicine
means better medical education and bet-

ter medical care.

When Great Britain adopted their pro-

gram of government medicine in 1947,

they had 1 doctor for 877 people. Brit-

ain's government medicine caused such
a deterioration in the practice of medi-
cine that 10 years later they had 1 doctor
for every 1,149 people. Here in the

United States, in spite of our population
explosion, the ratio of physician to pa-

tient for 1962 is 1 for every 703 people.

The PRESIDING OFFICER. The
time of the Senator from Nebraska has
expired.
Mr. DIRKSEN. Mr. President, I yield

1 additional minute to the Senator from
Nebraska.
Mr. CURTIS. Mr. President, I am

convinced that a careful gathering and
study of the facts will show this proposal
to be unwise and not in the best interest

of our citizens, either those over 65 or

those under 65.

If it is heresy to say I believe in the
competence, the integrity, and the skill

of my family doctor, my family druggist,

my dentist, and my insurance agent, let

it be heresy. I want our system to con-
tinue to make advances in saving lives,

relieving pain and suffering, and adding
to the length of life in the future as it

has in the past.

The Anderson amendment should be
defeated.

Exhibit 1

The Untold Story op Your Social Security

Check your own social security and you'll

probably find you are getting a bargain.
Check your grandson's, and it's a different

story. Reason: Pensions for this generation
must be paid, in large part, by future
generations.
This is to be the untold story of your

social security. It concerns the pension to
which you are entitled in retirement, or if

disabled, and to payments to your survivors
in event of death.

Social security is a vast system. Old-age
and survivors insurance alone in this year
will involve benefit payments of more than
$13.2 billion. And the total is to grow
steadily over the years ahead.
In 4 of the last 5 years, payments to

persons drawing benefits have been exceed-
ing income from payroll taxes. Some alarm
has been expressed about this deficit between
outgo from the social security reserve fund
and income into the fund.

That, however, is not the story to be told.
Payroll taxes rose on January 1. They go

up again on next January 1. Money flow-
ing into the reserve fund, as a result, once
again will begin to total more than money
flowing out. Fears about the safety of the
fund will subside.

A PACT AND QUESTIONS
A hard and little-understood fact, how-

ever, will remain to raise questions.
The fact Is this: Benefits promised to

people now covered by old-age and survivors
insurance total an estimated $624 billion.
Reserves now on hand total around $22 bil-
lion. Taxes to be paid by people now cov-
ered by social security to support pensions
are to be an estimated $282 billion.

That leaves $320 billion in benefits to pres-
ent policyholders to be paid by someone else.

Who will that be?

The answer, in simple terms. Is that this

deficit, if it Is to be paid, will nave to be
paid by future workers at tax rates now In
the law. Otherwise, persons now in the pen-
sion system would have to pay sharply higher
taxbs.

Pension bargains for people of the present
are to become pension burdens for workers
of the future.

[Statistics accompanying article in chart
form]

Pensions for today's workers: a burden on
future generations?

Billions
Under social security insurance pro-

grams for old age and disability:

Pension money required. Value of
future benefits to present benefici-
aries and workers now covered by
social security $624

Amount on hand: Now in social se-

curity trust funds to meet future
obligations of the system 22

Taxes coming in: Value of future
contributions to be made by pres-
ent workers and their employers
through payroll taxes 1 282

The gap: Deficiency to be made up by
taxes to be paid by future genera-
tions of workers and employers 320

1 The obligations and taxes shown above
are amounts that would be needed today to
equal the benefits to be paid out and taxes
to be collected in future years if the sums
were invested at 3 -percent interest.

What this means is that people now work-
ing are not paying their own way under so-
cial security. The typical worker today will

get back far more in personal and family
benefits than he and his employer will con-
tribute in payroll taxes. In the future, after
the program matures, millions will get back
less than they and their employers will con-
tribute.

IS YOUR SOCIAL SECURITY A BARGAIN?

Here are some examples:

Example A: A worker who retired in 1940
at age 65. Wife the same age. Before re-
tirement, worker and employer had paid
social security taxes for 3 years. Total tax,

worker and employer combined : $180. Since
retirement, this man and his wife have been
drawing benefits for 22y2 years. Total bene-
fits to date: $24,973.

Example B: A worker who retired last Jan-
uary 1 after paying the maximum social
security tax since 1937. Total tax paid by
worker and employer: $2,868. Add interest
at 3 percent, and this contribution to the
pension fund becomes $3,714. Pension from
now on will be $121 a month for the worker,
plus $60.50 for his wife if she also is 65 years
old. If both live out their normal life ex-
pectancy, then total benefits for man and
wife: $32,074.

Example C: College graduate starts work-
ing in 1962, pays maximum social security
tax until retirement in the year 2005. Total
tax paid by worker and employer: $18,564.
Add interest at 3 percent, and this contribu-
tion to the pension fund becomes $36,226.
Pension for man and wife, after retirement,
will be at a rate of $190 a month. Total
benefits, normal life: $33,664.

Example D: Young man gets a Job in 1968
pays the maximum tax from then until re-
tirement In the year 2011. Total tax, worker
and employer: $19,092. With interest at 3
percent, this is worth $37,954. Assume this
man is a widower, with no dependents. He
lives 2 years after retirement, and dies at age
67. Total benefits, 2 years: $3,048.

Social security taxes and how they grow

Rate paid by worker,
matched by employer

Maximum
paid by
worker,

matched by
employer

1937-19. ...

1950
1 percent on 1st $3,000 of pay..
1H percent on 1st $3,000 of pay.
1H percent on 1st $3,600 of pay.
2 percent on 1st $3,600 of pay..
2 percent on 1st $4,200 of pay..
VA percent on 1st $4,200 of pay

.

2tt percent on 1st $4,800 of pay.
3 percent on 1st $4,800 of pay..
3H percent on 1st $4,800 of pay.
3H percent on 1st $4,800 of pay.
4H percent on 1st $4,800 of pay.
45i percent on 1st $4,800 of pay.

$30.00
45.00
54.00
72.00
84.00
94.50
120.00
144.00
150.00
174.00
198.00
222.00

1951-53
1954
1955-66
1957-58....
1959
1960-61
1962
1963-65
1966-67
1968 and

after.

Note.—The social security tax on self-employed per-
sons, first covered in 1951, is VA times the tax on em-
ployees.

ANOTHER INCREASE COMING?

To provide for hospitalization and nurs-
ing-home care for the aged, President Ken-
nedy now urges an extra one-quarter of 1

percent in the payroll tax. The tax "base"
would rise from $4,800 to $5,200. The maxi-
mum tax then would be raised to $201.50
next January 1, and go on up to $253.50 by
1968.

ONE MORE WINDFALL

These workers of the future will pay sub-
stantially higher taxes on their earnings

—

taxes earmarked for social security. They
will work over a longer span of life, paying
higher taxes all the way, in order that the 68
million others now covered by social security
can enjoy pensions and other promised
benefits.

It now is proposed that hospital Insurance
for retired persons be added to the social se-

curity system. Once again, if this type of

insurance is added, older people will get a
bargain. Those retired when the plan would
take effect would become entitled, at no cost,

to hospital and nursing care valued at thou-
sands of dollars.

Here would be a windfall for persons now
retired and those who will retire in years
shortly after the plan takes effect.

The tab for the cost would be picked up

—

as it is being picked up for old-age and sur-
vivors insurance—by employers and by those
who go on working. In the end the cost
would fall on employers and on generations
not yet working.

In a word: Social security programs, to
date, represent a gigantic bargain for persons
retired, soon to be retired, or fairly well along
in years.

For relatively small payments these people
are assured of an income on retirement.
Men are assured that, when they die, their

wives will go on getting an income. There
is further assurance that minor children will

get checks in event of the man's death. A
binding promise is made of a monthly check
in event of total disability.

Once the hospital-care program is in the
law, pressure will grow to cover hospital
costs for all persons covered by social se-

curity, whether working or retired. The final

step might possibly be to cover doctor bills

as well.

idea: pay later

In each case, planning rests on the idea
that future generations

1

will get and pay
much of the bill for those who are getting,

or stand to get, the bargains of the present.

All of this is part of the strong trend to-

ward special advantages for older people at
the expense of the Nation's younger people.
Young people with children to educate,

with a house to furnish and pay for, with
saving to do if there is to be any venturing,
with insurance payments to make, get few
favors. Payroll taxes, increased eight times
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in the past -13 years, win be Increased three

more times for old-age and survivors insur-

ance. Hospital insurance would mean an-
other tax. Then, at some point, there will

be unpaid bills from social security promises

to meet.
Old people, all of the time, are getting

more and more advantages. People age 65

and older get a double exemption on per-

sonal-income tax. If retired, they get a spe-

cial retirement credit against income tax.

The social security pension—for which they
paid little—bears no tax. All their bills for

medical and hospital care are deductible for

income tax purposes.
All of this raises the question whether

young people with more votes than old peo-
ple will go on giving the breaks to the
elderly.

FOR YOUNG : ALTERNATIVES

Two courses would be open to them if ever

they wanted to get out from under what is

to be a growing burden.
1. Inflation of prices can be accepted while

a determined effort is made to keep individ-
ual pension benefits from rising. In this

way, inflation could be used to reduce the
pension burden, since pensions would repre-
sent a smaller part of an inflated national
income.

2. Taxes could be used to take away some
of the advantages enjoyed by retired per-
sons. One tax "reform" now under study
calls for taxation of social security income.
There is some pressure to end many other
special deductions extended to older people.
However, experience in the United States

and Europe indicates that old people will go
on getting their bargains and young people
will continue to bear their rising burdens.
In Europe there is a strong trend toward
shifting to employers a larger and larger part
of the social security burden.
The generous attitude of young people is

attributed to two factors.

One of these factors is the realization
that sometime they, too, will be old and will

want some favors.

The other factor is that the young people
see social security as a means of spreading
the risk that comes from being forced at
some point, for most, to care for their own,
parents.

as it's done abroad

To fill out the untold story of social se-
curity, U.S. News & World Report asked its

staff members in Europe to explain how
those countries—with long experience—have
met the rising burden of welfare programs.

West Germany
The idea of national pension plans got its

start in Germany. Two World Wars, ending
in two defeats and destruction of currency,
destroyed the pension systems. Yet each
time these systems have come back stronger
than ever.

To finance old-age pensions, employers
and employes each contribute 7 percent of
the gross wage. For health insurance they
each contribute an added 4.8 percent. An
added 0.7 percent goes for sick pay, special
leaves, family allowances. On top of it all,

employers contribute an average of 16 per-
cent for other fringe benefits. Payroll addi-
tions for social security amount, overall, to
approximately 45 percent.

Benefit payments in recent years have
been adjusted to compensate for price rises.

Young people do not appear to object to the
burden they carry.

Great Britain

Welfare costs now account for more than
a third of all Government spending. Work-
ers covered by welfare programs and their
employers pay special taxes that pay less

than half of welfare costs. In the case of
health insurance, $3 out of every $4 come
from general taxes

Government subsidizes the whole welfare
program, and political pressure is constantly
on the side of larger benefits. There is pres-
sure to cut down defense spending so wel-
fare can expand.

Sweden
A 6-percent sales tax was introduced in

Sweden 2 years ago to help meet the sky-
rocketing costs of welfare. Social-security
benefits now account for 15 percent of na-
tional income, compared with 7 percent be-
fore World War II.

In 1960, Government, central and local,

carried 69 percent of welfare expenses, work-
ers 20 percent and employers 11 percent.
Now the pressure is to increase the employ-
ers' burden.

France

Social welfare in Prance extends from
maternity grants, family allowances, rent al-

lowances and hospitalization to old-age pen-
sions and death benefits. The expense falls

mainly on employers, who pay about 30 per-
cent on their payrolls. The employe con-
tributes about 6 percent on maximum pay
of $1,920 a year.

Italy

Social security in Italy includes old-age
pensions, unemployment insurance, health
insurance, maternity benefits, family allow-
ances and some subsidized housing. The
Government contributes 25 percent to the
retirement pension fund.
Employers' contributions amount to a tax

of about 50 percent of payrolls. Workers
contribute approximately 11 percent of their
earnings.
In Western Europe as a whole, social- se-

curity benefits now approximate 15 percent
of national incomes. The range, according
to official figures, is 12.6 percent in the Neth-
erlands to 16.4 percent in Prance.
The trend- in Europe is toward more and

more social services, with heavier and heavier
taxes on employers, plus larger contribu-
tions by the Government out of general rev-
enues. This suggests that, in the United
States, as the years go on, the Government,
too, will be called upon to support the pen-
sion fund in addition to the payroll taxes
that now are scheduled.

The reserve behind your old-age pensions
as it is now figured by the size of old-age
and survivors insurance trust fund

End of year: Million
1937 (start of system) $766
1940 2, 031
1950. _ 13,721
1960 20, 324
1962 18, 713
1963 19, 528
1964 20, 787
1965 22, 206
1970 40, 064
1980 79, 346
1990 1 105,517
2000 137,779
2025 271,717

Mr. ANDERSON. Mr. President, I
yield 2 minutes to the distinguished
junior Senator from Michigan.
Mr. HART. Mr. President, we have

been reading and hearing a good deal
recently about the strike of doctors in
Saskatchewan, Canada. I fear that in
many quarters this news has been inter-
preted as a rebellion against the kind of
proposal for health insurance for the
aged that we are considering here to-
day. I want to make it very clear that
this is not the case, and I do it now, as
we approach a decisive tabling vote.
Today the Senate is considering a

proposal which would help those citizens

who are over 65 years of age pay the
costs of hospital and nursing home care.

The Province of Saskatchewan has
had in operation since 1947 the Sas-
katchewan Hospital Services Plan which
provides similar benefits, not just to
those over 65, but to the entire provincial
population.

This plan has been operating success-
fully for over 15 years and has had the
full support and cooperation of the medi-
cal profession. In fact, the plan proved
to be so popular that the Canadian Gov-
ernment in 1957 enacted a program for
Federal participation in the provincial
hospital insurance plans.

The doctors in Saskatchewan are now
striking against a new system which
would cover doctors' fees for persons of
all ages—a system which the doctors
feel strikes at the very heart of their
profession.

We do not need today to debate the
merits of this system or the moral posi-
tion of a doctor on strike, because the
proposal before us would not pay doc-
tors' fees or interfere in any way what-
soever in the traditional relationship
between doctor and patient.

Mr. President, I am a cosponsor of the
Anderson amendment because I believe
it represents an improvement over the
original King-Anderson bill. It pre-
serves the social security financing prin-
ciple, while extending the coverage to
those 2Vz million people over 65 who
are not now covered by the social se-
curity or railroad retirement systems.

Including these persons under a Fed-
eral health insurance program will sub-
stantially reduce the present financial
burden on the States and enable the
States, especially the less wealthy more
effectively to utilize the Kerr-Mills pro-
gram for aid to those individuals whose
medical needs go beyond the scope of the
Federal program. To kill this proposal,
as we are asked to do by the motion
pending, would be a most unfortunate
action; disappointing young and old,

healthy, and ill, in this country.

Mr. President, I have received many
letters from citizens of Michigan urging
my support of a health insurance pro-
gram. I ask unanimous consent that a
few of the more recent of these letters be
printed at this point in the Record.

There being no objection, the letters
were ordered to be printed in the Record,
as follows:

Detroit, Mich.,
June 7, 1962.

Hon. Philip A. Hart.

Dear Senator: I write to you about the
medicare bill. It seems that the best argu-
ment for the bUl has not been brought out.
It is that satisfactory insurance is not avail-
able to most older people. Sure, policies are
offered, but so many older people are ex-
cluded.

I was offered catastrophe insurance by Mu-
tual. - But, my wife is excluded because of
a cardiac condition, and my case the excep-
tions make the policy worthless. So, old
people can get insurance, if they are in per-
fect health. What a paradox.

I am amazed that this central argument
has not been used.

I trust that this note may be useful.

With all good wishes I am,
Sincerely,

Lawrence Crohn.
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St. Clair Shores, Mich.,
May 20, 1962.

Senator Philip A. Hart,
Senate Of/ice Building,
Washington, D.C.
Dear Phil: Remember the fuss about so-

cial security. When President Roosevelt got

that through, you would think it was going

to ruin everyone and what a blessing it has

been along with so many other things that

were passed at that time. Thank God for

people like Roosevelt and Kennedy.
I hope and pray it will be passed into

law this year.
Sincerely,

Helen MacMillan.

Kalamazoo, Mich.,
June 14, 1962.

Hon. Philip A. Hart,
Capitol Building,
Washington, D.C.

Sir: In the course of my work as a psychol-

ogist, I have had occasion to see a goodly

number of medically neglected persons, who
because of lack of funds, go untreated.

I have reason to believe—human behavior

being what it is—that lack of foresight and
too little self-discipline loom large as fac-

tors for many of these persons.

The medicare bill now under consideration

would, obviously, help prevent these human
failings from a-ffecting one's medical care

after retirement.
I see the present ineffectiveness of the

Kerr-Mills Act as being in large part due to

the fact that it fails to take into account

that important psychological thing known
as self-esteem. Pew people, I would guess,

suffer feelings of self-disrespect and worth-
lessness when their monthly social security

check arrives. And likewise I believe it

would be with medicare under social secu-

rity.

I hereby earnestly solicit your support for

the medicare bill.

Very truly yours,
Francis J. Apotheker.

Ypsilanti, Mich., May 31, 1962.

Senator Philip A. Hart,
Senate Office Building,
Washington, D.C.
Dear Senator Hart: I have been much con-

cerned to notice the large amount of ad-
vertising carried by our local papers and
sponsored by the American Medical Associa-

tion in opposition to the King-Anderson
bill. Since no agency is strongly support-
ing the affirmative side of the proposed medi-
cal aid bill, I am afraid that the public re-

sponse may not be representative of the
actual majority opinion.

It is my sincere hope that you will exert

your influence toward passage of this legis-

lation. I am a young university staff mem-
ber and as such command a salary suf-

ficiently large that medical care is not likely

to present a financial problem to me per-
sonally. However, with the cost of medical
care as it exists today, I can see no alterna-

tive to a program financed through social

security to provide a means for the average
wage earner to avoid relief 'assistance in the
case of extended illness in old age.

It is my observation that the majority of

my associates, other than doctors, favor the
proposed legislation. I hope to learn that
you are doing all possible for the passage of
the King-Anderson bill.

Thank you for your help in this important
matter.

Sincerely,
Floyd C. Elder.

Painters Union Insurance Fund,
Detroit, Mich., May 29, 1962.

Senator Philip Hart,
Washington, D.C.
Dear Senator: The trustees of the Painters

Union Insurance Fund urge your support of

the King-Anderson bill because It would
greatly assist our senior members and our
fund. Our jointly administered labor-man-
agement fund covers approximately 5,000

members in the Metropolitan Detroit area.
Funds providing hospitalization Insurance

for senior citizens, such as provided by our
fund, offer only limited coverage for these
people who go to hospitals more often, stay
longer in hospitals and have a great need for

coverage outside our limited facilities to help
them.
We have been providing a limited coverage

for our senior members over 65 years old for

some 12 years and it is placing a terrific

burden on our reserves. We require that
they pay a premium of $10 per month per
family and our loss experience on this group
has increased steadily until now we pay ap-
proximately $35 per month for limited hos-
pital and surgical care. Our fund provides
its senior members with hospitalization of

$14 per day for 45 days for themselves and
31 days for their dependents. At the pres-
ent time, we have some 365 members over 65
years old and we are faced with the problem
of dropping coverage of these needy mem-
bers because of the drain on the fund.
Would you please consider the need and

human dignity of these people and support
the King-Anderson bill.

Your cooperation will be most appreciated.
Sincerely.

Trustees of the Painters Union Insur-
ance Fund: Stanley Gill, Chairman;
Alex Harris, Trustee; Irving Bronson,
Trustee; Lawrence Jacott, Trustee;
Alex Madias, Secretary; Joseph Weber,
Trustee; Max Weisman, Trustee; Henry
Weitz, Trustee.

Detroit, Mich.,
June 12, 1962.

Senator Philip Hart,
U.S. Senate,
Washington, D.C.
Dear Mr. Hart: I believe the difficulty

medicare program is having is largely due
to the emphasis placed by those in favor of
the program on defending the proposed bill

involving social security payments. That
bill is weak and makes an excellent target
for the opponents.

What medicare proponents should be do-
ing is to expose the weaknesses—and they
are numerous—of the voluntary insurance
program such as AARP with its 400,000 mem-
bers. Their hospital program is a joke and
the outside medical program a masterpiece
of defensive underwriting. My wife and I
pay $324 a year yet the maximum one of us
could collect from a 31 day stretch plus an
operation in the hospital would be $635.
The actual cost might well be $2,500.

The amount of the premium means that
only those with plenty of money or a sub-
stantial income could afford it.

Yours very truly,

Lee Grant.

Mr. HART. Mr. President, I have be-
fore me an interesting article entitled
"Insurance Firms Can Compete With
Medicare for Aged," which, assuming the
motion to- table will not prevail—and I
certainly hope it will not—may be per-
suasive upon those who vote to table. I
ask unanimous consent that the article,

which was published in the Chicago Sun
Times of May 20, 1962, be printed at this
point in the Record.
There being no objection, the article

was ordered to be printed in the Record,
as follows:

Insurance Firms Can Compete With Medi-
care for Aged

"Ever since I've been in the business,"
said Roy Tuchbreiter, "insurance companies

have been worried that Goverment action
would ruin them."

Tuchbrerter, chairman of the board of the
Continental Cos., was speaking at a seminar
of insurance executives on the Continental's
new "over 65" health and accident policies.

"First it was the Workman's Compensa-
tion laws that were going to put insurance
companies out of business. Then it was so-
cial security. And then came the GI life

insurance. All that did was accentuate the
need for life insurance and helped the in-
dustry more than it hurt.
"Now a program for medical care for the

aged is before Congress. In the long run,
should it be passed, I don't think that will
hurt us either."

Tuchbreiter says it is not true that there
is no profit in health and accident insurance
sales to the over 65 age group.
"We have over 500,000 people on our health

and accident books now who are over 65 and
we intend within the next 60 days to come
out with an 'over 65' program to reach a
larger segment of that group."

Tuchbreiter says that Continental Casu-
alty Mutual Benefit Health & Accident
Association, and Fireman's Fund are the
three companies with the strongest over 65
programs.
"One reason we can make money on the

over 65 policies is that we have installed
IBM machines which process the policies at
a cost of 7 cents each. By hand, the cost
would be 59 cents per policy.
"There are tremendous possibilities for in-

surance sales in the over 65 group," Tuch-
breiter says.

"We don't sell and aren't interested in
selling competitively with the Government,"
he added, "we are interested in the segment
of society who can pay premiums and might
also buy insurance for their grandchildren
or their children from our salesman."
He said that health and accident insur-

ance would naturally be more costly for the
over 65 age group than for younger appli-
cants.

Mr. ANDERSON. Mr. President, I

yield 3 minutes to the distinguished
junior Senator from Massachusetts.

Mr. SMITH of Massachusetts. Mr.
President, I should like to discuss today
some facts concerning medical care for
the aged in my home State of Massa-
chusetts. In particular, I shall mention
the coverage which the Kerr-Mills Act
and private insurance companies have
provided for the senior citizens in my
State. The evidence I believe, will show
that they have not—and cannot—do the
job of providing these people with ade-
quate medical care.

Massachusetts is 1 of 11 States in the
country with over one-half a million
senior citizens. In the decade from 1950
to 1960, those people 65 years of age and
over increased by 22 percent. The prob-
lem of providing them with proper care
is an important one in my State.

These people are faced with the same
financial problems that confront all our
senior citizens. The majority of them
depend on social security, savings, and
perhaps a private industrial pension for
their income. This income is "fixed,"

and is vulnerable to inflation. At best,

it is adequate. At worst, it is substand-
ard.

The average elderly person in Massa-
chusetts living on social security gets

$80 a month. This increases to $102
under old-age assistance. Yet, it costs
him an estimated $145 monthly to live

adequately in a large city like Boston.
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This senior citizen, while trying to

maintain a decent standard of living

on this income, has been squeezed over
the last 15 years by a 30 percent rise in

the price of basic necessities. The rise

in his medical expenses has been far

worse. In the same period, medical care
costs for people in the welfare case load
soared 400 percent.

Hospital costs have gone from $8 a
day to as high as $35 for welfare cases.

A doctor's home visit costs them $5, but
it can run up to twice as high for those
not on relief.

This is only the beginning. A doctor
from Quincy, Mass., who asked that I

support the Anderson proposal, told me
that the average general hospital has a
continuing occupation of 30 percent or
more by citizens 65 years or over with
bills in three and four figures. Another
doctor from Boston, also a supporter of

this bill, said it was "a common experi-
ence" for an elderly patient with heart
or other trouble to spend 3 to 6 weeks
in the hospital, with a bill running from
$1,000 to $3,000. This, he said, "is obvi-
ously insupportable by most people."
Massachusetts has done everything

possible within its means to help these
people. My State has traditionally led
the country in the field of welfare leg-
islation. It has been equally progressive
in setting up programs to take care of
its senior citizens.

In 1953, Massachusetts adopted a pro-
gram of medical care for the aged which
gave medical care the same priority as
clothing, food, and shelter. All needy
persons receiving financial assistance to

live on were also given comprehensive
medical services.

Again, when the Kerr-Mills Act was
passed, the Commonwealth set up the
most comprehensive program of bene-
fits of any State in the Union. During
the first year of operation, Massachu-
setts was one of three States spending
$.92 out of every dollar of Kerr-Mills
funds.
The program cost the people of Massa-

chusetts over $20 million. Yet, at no
time during that year were more than
3 percent of the Commonwealth's senior
citizens receiving its benefits.

Administrative expenses alone were
$150 to $250 per case, and one quarter
of this was paid to process over 7,500
cases which were held not eligible for
assistance. On top of this, the State
still had to pay medical bills for thous-
ands of other senior citizens who did
not fall within the Kerr-Mills Act pro-
visions.

The Kerr-Mills Act has not done the
job in my State, and it has cost the citi-

zens of Massachusetts over $20 million
to find this out.

Massachusetts is not an isolated ex-
ample. Today, the Kerr-Mills Act is

operating in only 24 States. Of these,
one will only pay for hospital care in
cases where life or sight is in danger.
Others have reported caseloads of less
than 30 people.

The program in West Virginia got into
serious financial troubles and had to be
cut back. Governor Swainson, of Michi-
gan, which had one of the best Kerr-
Mills Act plans in the country, wrote

President Kennedy this winter that the
program in his State was a "significant

failure" and should be absorbed, by the
King-Anderson program.

It is obvious that the States, with their

limited financial resources, have not been
in a position to put the Kerr-Mills Act
into full use.

The senior citizens in Massachusetts,
like all others, have also bought private
insurance to cover their needs. Again,
it has not been sufficient to provide them
with the comprehensive medical care
they need and deserve.
Many of the retired aged have learned

that the policies can be

—

and often are

—

-abruptly canceled. At hearings which
I held in Springfield, last fall, on the
problems of the aging, a retired railroad
worker told how two policies he had
held for 40 years were cut off when he
was 70 years old. At the age of 79, he
had to stop work, with no medical in-
surance whatsoever.
Another man from Springfield, who

had three policies, had a heart attack.
After this, the companies would no longer
pay him for any illness expenses con-
nected with his heart, although his
premiums remained the same.

Private insurance is often unable to
handle the enormous expenses of mod-
ern medical or nursing-home care.
Hospital coverage in Massachusetts of-
ten pays for less than half the $35 to $40
daily cost of a hospital in the State.
Drugs are not included; yet they make
up a growing share of medical-care ex-
penses. A woman from Boston wrote
me that she had $1,800 in medical bills,

in 1 year alone, above her Blue Cross
and Blue Shield coverage.
The private policies also do not cover

nursing-home care, which is so impor-
tant to our senior citizens.

Finally, only slightly over one-half the
people in the United States hold private
health insurance policies. Those not
covered are largely either in low-income
brackets or are older, poorer risks. The
insurance companies consider the latter

group such a high-risk group that they
will not write reasonable or adequate
medical coverage for them.

Private insurance, then, has not given
the senior citizens in my State the cover-
age they need, nor has the Kerr-Mills
Act.
These programs are simply inadequate

to meet the goal we are pursuing today

—

namely, to make good health as funda-
mental to the life of every American
senior citizen as decent food, warn
clothes, and a good home.
We need an entirely new approach to

the problem of providing medical care
for our senior citizens. We must begin
by attacking this problem from a broad
base—not by trying to build up present
programs, which already are stretched to
their limits.

The Anderson amendment would sup-
ply this case, just as the original Social
Security Act provided the workers of this
country with a broad base of life insur-
ance. The Kerr-Mills Act and the pri-
vate insurance companies could build
from there. The companies could pro-
vide those services and could cover those
persons they could afford. They now

do this very successfully in the field of

life insurance.
States which adopted Kerr-Mills Act

programs would not have to pay for
programs beyond their means. Massa-
chusetts alone would have saved an
estimated $17 million, last year, of the
funds it spend on its Kerr-Mills Act
program, IX the Anderson plan had been
in effect.

Finally, and most important, the
many millions of people covered by the
Anderson amendment would be assured
of permanent, lifelong insurance cover-

age.
There is nothing radical or dangerous

about this proposal. It is based on sound
accounting principles. It uses a system
of financing that has worked well for

many years. Every patient would have
his free choice of the doctor or hospital

Jie would use. Every doctor would have
his free choice of what treatment to use.

This is a conservative program. Simi-
lar programs have been operating suc-

cessfully in European countries for as

long as 80 years. Yet, this principle of

medical care through social security

has been the target of a violent, un-
thinking, but well-financed campaign,
spearheaded by the American Medical
Association.

One AMA leaflet which a constituent

of mine sent me ends with the line,

"Let's keep politics out of medicine."

But this has not kept the AMA from get-

ting up to its ears in politics. Last year

this group listed lobbying expenses of

$163,400—the second largest of any
Washington lobbyist. The majority of

this was spent on attacking the medi-
care proposals. This money paid for ex-

pensive booklets such as this one, plus

thousands of leaflets. This attack has
included dire warnings of socialized med-
icine and of politicians telling doctors

what to do. It has also included out-

right lies—that the Anderson plan would
limit a patient's free choice of hospital

and physician.
Many other misconceptions and half-

truths have been spread about medical

care under social security. Today I

should like to reply to a few of them.
Opponents of this program say that it

would limit the patient's choice of doctor

and hospital and would ruin the doctor

-

patient relationship. This is not true.

All it would do would be to permit a third

party to pay for the bills for certain hos-

pital and nursing-home services.

Opponents of this program say that the

use of federally administered funds in

medicine would result in Federal control

of medicine and in a decline in the

quality of medical care. The record

shows that this is not so. The Federal

Government has been concerned with

medical care for its citizens since 1798.

It now spends millions of dollars yearly

through the Hill-Burton Act, the Public

Health Service, the Veterans' Adminis-
tration, and other programs.
No one accused the Agriculture De-

partment of jeopardizing patient-doctor

relationships when it developed penicil-

lin. No one from the AMA has yet told

me that the $700 million of health re-

search being done this year at the Na-
tional Institutes of Health will contribute
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to the decline of medical care in this

country. And I have not yet heard any
complaints from the Massachusetts Med-
ical Society about the 8,000 hospital beds
which my State has built with Hill-Bur-

ton Act aid.

Opponents of this program say that
under it, medical facilities would be
swamped. However, it is carefully de-
signed to encourage the use of out-
patient facilities and nursing homes. It

is also being supplemented by a number
of programs, already in effect, to increase
outpatient facilities and protect the hos-
pitals from unnecessary burdens. In the
Community Health Service and Facili-

ties Act, passed by Congress last year, we
authorized the appropriation of millions

of dollars annually to increase State
health services for the chronically ill and
aged to improve outpatient services.

This program has already begun; and'
work on these facilities will be underway
before this bill is passed.

Finally, the leading opponent of this

program, the American Medical Associ-
ation, has represented the doctors of
America as being strongly opposed to it.

I do not believe this is true. No one
knows better than the average doctor of
the enormous expense of modern medical
care. And no doctor, I am sure, is less

aware of the economic misery of disease
than of its physical pain.
Many of the doctors in my State, I am

glad to say, have not let the American
Medieal Association do their thinking or
talking for them. Over 350 of them have
declared themselves in favor of this pro-
gram. Many have written me personally
to protest the American Medical Asso-
ciation's stand on the Anderson amend-
ment and to announce their support of
it. They have described in vivid detail
the costs that face their patients and the
failure of the private insurance com-
panies to offer plans within the reach
of lower income workers. These doctors
have added their voices to the over-
whelming support which already exists
for this bill in Massachusetts.

I intend to heed this support and to
vote for the Anderson amendment. I
will vote only for a plan that provides
coverage under the social security pro-
gram. From the hearings I held, the
mail I have received, and the many
people to whom I have talked in the
Commonwealth, I feel that this program
is the only one that will give the senior
citizens of Massachusetts proper medical
care.

I shall be glad to back any sound
amendment to strengthen this coverage
as it now stands. But these amendments
must contain proper safeguards for the
consumer and a guarantee for him of
lifelong, noncancelable benefits.

There is more at stake in this bill than
simply medical care for those who can-
not now afford it. The benefits of this
program will reach far beyond those who
receive its direct assistance.

It will help the States, by removing
from their backs a financial responsi-
bility that they cannot meet. It will
help the insurance companies by pro-
viding low-income families with a base
from which to build additional coverage.
It will help the young, who often see their

savings eaten away and their futures
ruined by the prolonged illness of an
older relative.

Most important of all, it will give our
senior citizens peace of mind and con-
fidence against the day when illness

strikes.

A couple from Belmont wrote me:
We have worked hard and have been

thrifty, but feel we are living on the brink
of a precipice because of the fear of a long
and expensive illness.

I say that there is no need for people
to live this way in the United States, to-
day. This program will remove this fear
from their lives, and will give them the
opportunity they have earned to live the
remainder of their lives with dignity and
honor.
The PRESIDING OFFICER. The

time yielded to the Senator from Massa-
chusetts has expired.
Mr. WILLIAMS of New Jersey. Mr.

President
Mr. ANDERSON. Mr. President, I

yield 2 minutes to the Senator from New
Jersey.
The PRESIDING OFFICER. The

Senator from New Jersey is recognized
for 2 minutes.

HEALTH CARE FOR THE ELDERLY

Mr. WILLIAMS of New Jersey. Mr.
President, I should like to say a few
words on behalf of the pending com-
promise Anderson amendment to provide
health insurance for the elderly. I hope
the Senate will defeat the motion to lay
on the table this most important and
vital measure.
Mr. President, it is interesting to con-

template the fact that as we debate this
bill today, about 1,000 more men and
women will join the swelling ranks of
the 17.5 million persons who now are
65 years of age or older.
We are debating one of the most ur-

gent problems facing this age group,
for the onset and the continuation of
serious illness at a time of minimum in-
come have made a mockery of the pur-
suit of happiness for millions of Ameri-
cans in their last years of leisure.
With only subsistence income and a

little savings to carry them through their
years of retirement, thousands upon
thousands of our elderly men and women
have seen their modest dreams for a
decent life go up in smoke with the re-
ceipt of no more than a single hospital
bill.

There are, of course, vast quantities
of statistics to document the seriousness
of the problem. We know that the aged
suffer two to three times as much chronic
illness as do the rest of the population
under age 65. We know that their ex-
penditures for all kinds of health care
are at least twice as great as those for
the rest of the population. We know
that medical costs have, since 1947, been
rising twice as fast as has the cost of
living as a whole. And we know that
the incomes of those over 65 are hardly
adequate to cover the bare costs of nor-
mal living, much less the special costs of
a serious and chronic illness.

More than half of all persons 65 or
older had less than $1,000 cash income
in 1960. Less than 25 percent had in-
comes of more than $2,000.

About 30 percent of the elderly have
no liquid assets at all. About 20 percent
have assets of less than $1,000, making
a total of 50 percent who have less than
$1,000 to spend on a medical emergency
without having to "hock" the family car
or the living-room furniture.
About 47 percent of the elderly popu-

lation have no health insurance at all,

and countless numbers more have health
insurance policies with so many loop-
holes that they may be excused for
wondering what they are getting for
their money.
Mr. President, recently I received a let-

ter from a resident of New Jersey, com-
menting on the television rebuttal of
President Kennedy by Dr. Annis, of the
American Medical Association. I should
like to read a portion of that letter:

He (Dr. Annis) praised the system of pri-
vate insurance, a subject on which I know
a little, having been in the insurance busi-
ness for 37 years. What he did not say is

that 90 percent of aU disability insurance is

written on a cancelable basis, and I can
cite you many cases where after a serious
illness, the policies were canceled, and the
policyholder left without protection at a
time and age when he needed it most. He
did not say that many policies reduce the
benefits for the same premium at the age of

65, and many more become invalid after age
70. He did not state that most private in-
surance policies require a year or more to
elapse before a new claim may be made,
and many policies have benefits that end
after 1 year, or 2 years in the aggregate, so
that after one or two claims the policyholder
is without any benefits whatsoever.

Mr. President, it is because of these
virtually inherent difficulties under our
present system in providing reasonably
adequate health coverage at reasonable
cost for such poor-risk people as the
aged that Congress is being asked to take
the constructive action that I believe the
Anderson amendment represents.
The alternative is to decree through

inaction continued economic hardship,
and often more painful and shorter lives,

for the men and women who nurtured
us, sacrificed themselves for our benefit,

educated us, fought our wars, built our
country, and made possible everything
that we are able to enjoy today.

If nothing else, simple humanity
should compel us all to find some way
to guarantee our elderly citizens the
quiet dignity, the peace of mind, and the
freedom from medical catastrophe that
they so clearly deserve.
Yet we are faced with an intensive

campaign of opposition to a proposal
that would not even stiffen the bristles

of the most conservative Tory in Great
Britain:

Mr. President, history is replete with
instances of indomitable opposition to

change which provided the pressure for
changes of a far more drastic nature
than would have been the case had some
sort of accommodation and constructive
action been taken promptly in the face
of demonstrated need.

I think there is a lesson to be learned
from the tragedy of death and suffering
arising from the Saskatchewan doctors'
strike. They, too, had a serious problem

;

and, under public pressure to do some-
thing, the officials of Saskatchewan went
all the way to socialized medicine for
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everyone. The Saskatchewan plan was
not limited to hospital and nursing-

home care; it also included the payment
of doctors' fees, and thus the regulation

of their wages and their freedom of prac-

tice. It was not limited to the health

problems of the elderly ; it covered every-

one. Now the Province is in bitter

turmoil and tension, and everyone is the

loser-
The genius of American democracy

has always been its ability to adjust to

and to cope with changing social and
economic needs with minimum disrup-

tion to our traditions.

The Anderson amendment is in our
best traditions of constructive accommo-
dation to changing needs.
By covering the heaviest costs of hos-

pital and nursing-home care, the Ander-
son amendment will make it possible for

private insurance companies to provide
all kinds of complementary health-in-
surance programs at reasonable cost.

Far from competing with private enter-
prise in the insurance field, I am con-
vinced that the amendment will be its

best stimulator.
It will, for one thing, make it less ex-

pensive for insurance companies to pro-
vide health coverage for younger people,

by avoiding the necessity of having to

weigh the premiums of the young suffi-

ciently to cover the higher costs of the
elderly.

In addition, the amendment contains
an option feature which would permit
elderly persons holding private policies

to have the choice of having payments
for the benefits used made to the private
carrier, if it is eligible.

In short, Mr. President, the Anderson
amendment is the best antidote to so-
cialized medicine; and I earnestly hope
the Senate will approve it.

Mr. ANDERSON. Mr. President, I

yield 13 minutes to the distinguished
majority leader [Mr. Mansfield] .

The PRESIDING OFFICER. The
Senator from Montana is recognized for

13 minutes.
Mr. MANSFIELD. Mr. President, the

debate on the health-care and hospital-
ization amendment has been going on
now, with time out for other business,

since July 2. During that time, and
during the many months and years lead-
ing up to this important vote, both sup-
porters and opponents of this basic ex-
tension of social security for the elderly
have exhausted their arguments on the
measure.
Out of the wealth of testimony and

debate, several basic facts which should
now be beyond dispute have emerged.

First, it has been shown that a strong
need exists for some plan of comprehen-
sive medical care for the elderly—one
which will provide adequate, economical
medical care, while preserving the dig-

nity of the individual. The proof of this

lies in the fact that substitutes to the
Anderson-Javits proposal have been of-
fered by three Senators—the Senator
from Connecticut [Mr. Bush] , the Sen-
ator from Kentucky [Mr. Morton] , and
the Senator from Massachusetts [Mr.
Saltonstall].

It has been shown that time is running
against old age, to which, lest it be for-

gotten, all of us are headed. Americans
live longer; yet they are being compelled
to retire at a progressively earlier age.

Out of these lengthening years of sharply
reduced income, they must meet mount-
ing medical expenses.

It has been shown that those most in

need of health insurance are least likely

to have it. Private insurance is either

too costly, or older citizens are con-
sidered poor risks and are rejected by
the insurance companies.

It has been shown that purely private

insurance plans have not been able to do
the job. Despite intensive efforts by
private companies to reach these people,

only about half of the Nation's 17 mil-
lion elderly persons have some form of

medical insurance, and many of those
who are covered are inadequately cov-
ered.

Finally, it has been shown that the
existing legislation of Federal-State co-
operation in this field is inadequate.
Only 24 States, or less than half, are now
participating in the Kerr-Mills program,
after nearly 2 years of operation; and of

those, only 4 receive the major amount
of the funds already allocated.

In short, Mr. President, it has been
shown that the time has come for the
Congress to act, and to act vigorously.

We must act as a matter of common de-
cency to end the neglect and degrada-
tion of millions of senior citizens who
have given the best years of their lives

to help make this a land of plenty.

The urgent need for a solution to the
problem of these citizens has become a
mandate for action on our part. As I

have pointed out in earlier remarks, the
needs of the elderly do not wait. And
neither should we. The long and often
heated discussions on the merits of this

issue have served a useful purpose. Now
let us put an end to talk, and substitute

for words, deeds—deeds which will speak
with great eloquence about the dignity
and the rights of the aged.

Fortunately, the way toward final ac-
tion has been made easier by the com-
promise amendment now before us. Let
me point out that there is more involved
here than a simple compromise for the
sake of compromise. On the contrary,

the proposed legislation which is before
us today is vastly improved because of

this compromise.
It derogates from the contribution of

no other Senator to point out the deep
understanding and the persistence with
which the distinguished Senator from
New Mexico [Mr. Anderson] has led the
fight for this legislation. By the same
token, it does not derogate from his lead-

ership to note the great contributions
which have been made to the perfection

of the legislation by several distinguished
Senators from both sides of the aisle.

All of them have given to the solution

of this problem deep concern, compas-
sion, wisdom, and great practicality.

And they have come up with a highly
workable plan which can be accepted in

good conscience by any Senator here
today.
This measure combines the best

features of several plans which have
been advanced as solutions of this se-

rious problem. At the heart of the pro-

posed amendment is a system of social
security financing which is designed to
cover nearly 15 million of the more than
17 million elderly in the Nation today.
It is clearly the simplest, most econom-
ical alternative for reaching in a pro-
gram of this kind such a large number
of people.
The remainder of the elderly, those

not encompassed by social security, are
not left out. At the initiative of the dis-
tinguished Senator from New York [Mr.
Javits], provision is made for these peo-
ple, so that health insurance is uniform
for all of the Nation's elderly.

Careful pains have been taken to meet
the honest reservations and fears of cer-
tain interested groups. As the title states,

this measure does not permit any Fed-
eral supervision or control over the prac-
tice of medicine. It prohibits any Fed-
eral control over the selection, tenure, or
compensation of any officer or employee
of any hospital, nursing facility, or home
health agency. It does not permit Fed-
eral control over the operation of any
such institution. And it leaves to the
individual complete choice of qualified
hospital or nursing facility.

Despite these obvious safeguards, there
are those who continue to decry as "wel-
fare statism" and "socialism" the use
of social security machinery to collect

and dispense the bulk of the funds neces-
sary to make the hospitalization and
health-care insurance system work.
With all due respect to these critics, I

suggest that they reexamine their defini-

tion of "welfare" and take another look
at the legislation dealing with this sub-
ject which now is on the books. Money
paid into the social security fund, and
the money proposed to be collected in

support of the proposed health insurance
for the elderly, is money destined to be
returned to the individual with a mini-
mum of strings attached. It is not
charity. The individual has earned it.

It is his by right. Once the proposed
health insurance plan matures the in-

dividual will be secure in the dignity that
any benefits he receives will have been
earned.
This is in contrast to the MAA plan

now on the books. Under this plan, sup-
port from the Federal Government, no
matter how much the individual may
merit it, is nothing more than a handout
and a costly drain on the Federal Treas-
ury. It is not distributed evenly to those
who need it throughout the Nation.
Often an elderly person who still has
a few personal assets cannot qualify for

these MAA welfare payments until such
assets are exhausted.

Self-respect, a measure of security

against the cost of ill health, is important
to us. Should it be any? less important
to those who have given much during
their productive years? Must we go on,

in effect, insisting that older citizens beg
for hospital care, as many of them now
do?
Opponents of this measure raise the

argument of fiscal responsibility in Fed-
eral expenditures. At the same time,

they press for a continuation or exten-
sion of the present Kerr-Mills law. But
what can be more fiscally irresponsible

than to reject the use of the collecting

in
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and disbursing machinery of a system
which has proven its value to older citi-

zens and its fiscal soundness over a
period of nearly 30 years?

Finally, opponents fall back upon the
timeworn argument that the freedom
of the individual will be infringed if the
Federal Government is involved. Ask
any citizen over 65 whether he has lost

his freedom because he gets a monthly
social security retirement check which
he has earned and paid for through
years of labor. His answer will be a
proper response for those who now argue
against this legislation on these grounds.
One may well ask: Whose freedom and
for what? The truth is that this is the
same argument which has been used
throughout our history to oppose the type
of social progress which is embodied in

this legislation and which is essential to

the survival of freedom in this Nation.
How can a do-nothing philosophy be

justified on the grounds of preserving
freedom when the freedom of millions of

elderly Americans to enjoy peace of mind
and decent care at a time of need is in-

fringed? What freedom is preserved
when citizens cannot grow old with a
measure of dignity and self-respect in

this, the world's most materially blessed
Nation?
Mr. President, 26 Senators from both

parties have joined in sponsorship of to-
day's amendment. I want to say again
that this amendment embodies a sound,
sensible plan which can be—and should
be—supported in good conscience by any
Senator here who recognizes that a seri-

ous problem exists in the care of older
citizens and that a solution to it is neces-
sary. Legitimate objections have been
met and adequate safeguards have been
written into it. A failure to act on our
part can properly be interpreted as an
evading of a clear responsibility. Mil-
lions of Americans will measure the
depth and sincerity of the professed con-
cern over the plight of the elderly by
this vote." Let us neither disappoint
them nor our consciences; let us not
look for an out, let us, instead, face up
to the responsibilities entailed in this
motion to table the Anderson-Javits pro-
posal and vote it down. If this is done,
we can then get on to the business at
hand and, on the clear-cut proposal of
health care for our aged, vote it up or
down.
Few votes during this session of Con-

gress will be as crucial as this one in
affecting the quality of American life.

A number of Senators and members
of the press have said that the question
of health care for the aged, if not re-
solved in this session, will be a great
issue in the fall elections.

I say it is already a great issue. It is

a great issue with millions of older
persons who face the prospect of the
recurring illnesses of age without the
means to pay for the hospital care they
need. It is a great issue with millions
of younger Americans, who bear the re-
sponsibility of caring for their parents
during those periods of illness. It is a
great issue with all those who are con-
cerned to see our contributory social se-
curity system made adequate to our
people's needs.

So it is already a great issue. In clos-

ing, I commend those members of both
parties who stand ready to resolve it

now, and resolve it one way or the other.

I hope we can do it by voting down
the tabling motion to be offered; and,

if we are successful in that endeavor,
then face up to this matter on its

merits and vote our consciences ac-
cordingly.
Mr. ANDERSON. Mr. President, I

yield 5 minutes to the able Senator from
Kentucky [Mr. Cooper], who has been
a great leader in the field of public wel-

The PRESIDING OFFICER (Mr.
Hickey in the chair). The Senator
from Kentucky is recognized for 5

minutes.
Mr. COOPER. Mr. President, Mem-

bers of the Senate, as one of the five

Republicans who joined in introducing
the Anderson-Javits health care amend-
ment, I wish to say that the amend-
ments to it, proposed by us, and
accepted by the Senator from New
Mexico [Mr. Anderson] did not repre-

sent an accommodation or a compro-
mise.
Under the leadership of the senior

Senator from New York [Mr. Javits]

who played the primary roll, we con-
sidered at length and then proposed to

Senator Anderson amendments which
we thought would strengthen the orig-

inal bill offered by him. As I have
said, the chief proposals were developed
through the leadership of the Senator
from New York [Mr. Javits]. But in

our conferences, other Senators sug-
gested changes which were adopted, and
the Senator from New Mexico [Mr. An-
derson], in his wisdom and judgment,
himself proposed changes. The process
was an effort to strengthen the bill,

and the bill has been strengthened.
The amendments made of the original

Anderson proposal a base to which pri-

vate insurance plans can be joined, if

one wants to use the option, to provide
greater services and benefits for those
who would be included in the coverage
of the measure.

I remember that when I first came to
the Senate in 1947, the issue of medical
care, provided through the social se-

curity system, was being debated in the
Congress, although no bill came to a
vote. In the years that have passed,
the subject has been before us many
times and in different forms.
Much historical and statistical infor-

mation has been adduced in the de-
bate by the Senator from New Mexico
[Mr. Anderson], the Senator from New
York [Mr. Javits], the Senator from
California [Mr. Kuchel], and other
Senators who favor the measure, and by
those who oppose it. I think particularly
of information provided by the Senator
from Nebraska [Mr. Curtis] and the
Senator from Oklahoma [Mr. Kerr].
Whatever may be one's position on the

Anderson-Javits amendment, the debate
has established certain facts which are
incontrovertible. The first fact is that
there are millions of people in this coun-
try today who are over 65, and millions
who will become 65 years of age, who do
not have, and will not have, the financial

resources to provide for themselves the
same kind of medical care—even mini-
mum care—that others of their more
fortunate fellow citizens will enjoy.

I do not have to draw on statistics to
know that statement to be true, and none
of us does. As I said earlier today, I
know this from experience as a local offi-

cial. I know this to be true, from ex-
perience, traveling through my State as

a Member of the Senate. I have'been
in the homes of friends and neighbors,
and I know from my own experience,
observation, and knowledge that there
are many persons in my State and
throughout the country who do not have
the resources to secure the minimum of

care that they need.
All of us know that a person who has

ample financial resources can go into a
hospital and stay as long as needed. His
neighbor, a person next door without
funds, will certainly secure good treat-

ment, but will have to leave the hospital

at the earliest possible date to make a
place for someone else.

A second fact the debate establishes

is that the Congress will not authorize

a system financed by appropriations
from general revenues which would pro-
vide the extent of care the Anderson-
Javits plan offers. I point to the fact

that during this debate, within the last

10 days, two plans to be financed by the

appropriation of general revenues have
been overwhelmingly rejected.

In 1960 the Senator from New York
[Mr. Javits] and others of us introduced
a bill which would have provided com-
prehensive care, financed chiefly from
general revenues. It was defeated.
In 1954, when I was serving as a mem-

ber of the Committee on Labor and Pub-
lic Welfare, President Eisenhower sent

to the Congress a bill which would have
provided limited Federal reinsurance of

private insurance plans, for those over

65 years of age. It was defeated in the
House of Representatives. We could not
even get a vote on it in the Senate. So
I am led to the conclusion that the Con-
gress will not support a plan based upon
financing by appropriations from the
Treasury.

It has been said that the Kerr-Mills
program will do the job. I do not dero-
gate its value, but it would take massive
annual appropriations from Federal
revenues to provide comprehensive aid

under the Kerr-Mills program.
Further, while many applaud the idea,

the States, because of lack of funds, must
subject applicants to a means test. But,
not only indigent persons, but persons in

better financial circumstances cannot
bear the heavy cost of hospital care.

The Kerr-Mills program, valuable as it

is, seems to me to say, "When you are old,

when you are sick, when you are 'broke,'

then you may have a chance for medical
care." The plan we propose would give

workers assurance that when they be-
come 65 years of age, a part of their hos-
pital costs would be covered by health
insurance under the social security
system.
The VICE PRESIDENT. The time of

the Senator from Kentucky has expired.
Mr. COOPER. Will the Senator yield

me 2 more minutes?
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Mr. ANDERSON. I yield 2 minutes to

the Senator from Kentucky.
The VICE PRESIDENT. The Senator

from Kentucky is recognized for 2 addi-
tional minutes.
Mr. COOPER. It would provide also,

with humanity, help today to some 17%
million people already 65 years of age and
older.

I believe the basic opposition to the
Anderson-Javits plan is that it is based
upon the social security system. People
say, "It would be compulsory."

But, as I have said before, the same
argument could be applied to the social

security system today, and to all the
benefits it provides those covered under
it.

Each of us must vote in the light of our
intellectual processes, the facts, and
upon conscience. Like others in this
body, I have considered for many years
and debated in my mind the best method
to provide health care. In 1960, I voted
against the social security approach.
But because of the reasons I have given
today, I have come to the conclusion it

is the only way we can provide for the
health care of millions of our people. I
do not want to vote against providing
at least minimum health benefits for mil-
lions of people who will become sick or
injured, who will suffer and who will not
be able to obtain the care available to
their more fortunate fellow citizens. We
face a human issue today.
The VICE PRESIDENT. The time of

the Senator from Kentucky has again
expired.
The Senator from Illinois has 31

minutes remaining, and the Senator from
New Mexico has 20 minutes remaining.
Mr. DIRKSEN. Mr. President, I yield

3 minutes to the distinguished Senator
from Iowa [Mr. Miller].
The VICE PRESIDENT. The Senator

from Iowa is recognized for 3 minutes.
Mr. MILLER. Mr. President, I have

sat through much of the debate on the
Anderson-Javits amendments, which
substantially represent President Ken-
nedy's medicare proposal. I want to
commend my distinguished colleague the
able Senator from Nebraska [Mr. Cur-
tis] for his thoroughly prepared speech
against the amendments. My remarks
made in this Chamber last Wednesday
fully outline my reasons for calling the
amendments an "unfair prescription"
for the medicare problem, but I should
like to answer the points which have been
made by those who argue in favor of the
amendments.

First. They say that the coverage now
would be made universal, because all
people over 65, whether under social se-
curity or not, would be covered. This is
not true. No one under 65 would be
covered. And, as I pointed out last
Wednesday, I think we should be far
more concerned about coverage for those
under 65 who suffer from catastrophic
illness or disease than for those over 65
who are able to pay their own bills.

Second. They ask, What are the alter-
natives? One alternative is to exclude
those who can afford to pay their bills.
I suggested an "economic income" test
along the lines of the amount of earned
income which now reduces or excludes a

person from social security benefits.
Another alternative would be to cover all

catastrophic situations, regardless of age,
when the person cannot afford to pay his
medical care bills.

Third. They say that the Kerr-Mills
program will not do the job. I do not
think anyone claims that the Kerr-Mills
program is the complete answer. But
I do think it should be given a fair and
reasonable trial period, and then we can
intelligently legislate to cover the needs
which it does not meet.

Finally they have absolutely no argu-
ment against the fact that the social
security system, which they would use to
finance this program, is already in a pre-
carious condition—with over $300 billion
in costs of benefits for the present social
security program being passed on to our
future generations.

I cannot believe that a majority of our
senior citizens who can afford to pay
their bills want to have a "free ride" at
the expense of future generations of
Americans.
The amendments are unfair in their

coverage and unfair to the future gen-
erations of America. I hope they will be
tabled.

The VICE PRESIDENT. The time of
the Senator from Iowa has expired.
Mr. ANDERSON. Mr. President, I

yield 2 minutes to the Senator from
Maine [Mr. Muskie].
The VICE PRESIDENT. The Sena-

tor from Maine is recognized for 2
minutes.
Mr. MUSKIE. Mr. President, I should

like to ask the distinguished Senator
from New Mexico if he will consider ac-
cepting a modification of the language of
the pending amendments.
On page 17 of the amendments there

is a definition of "skilled nursing facil-
ity" which reads in part as follows:
The term "skilled nursing facility" means

(except for purposes of section 1704(c)(2))
an institution (or a distinct part of an in-
stitution) which is affiliated or under com-
mon control with a hospital having an agree-
ment in effect under section 1710.

In States like mine it seems to me this
definition would work a hardship on some
of our nursing homes, as we call them
in my State. In Maine we have ap-
proximately 192 nursing homes, only 1
of which is "affiliated" within the mean-
ing of this definition. Therefore, I sug-
gest language to modify this provision of
the amendments. The Senator from
New Mexico has a copy of the language,
which I should like to read into the Rec-
ord. It would be included, if accepted
by the distinguished Senator, on page 23
of the amendments, between lines 11 and
12.

The VICE PRESIDENT. The time of
the Senator from Maine has expired.
Mr. ANDERSON. Mr. President, I

yield 2 more minutes to the Senator from
Maine.
The VICE PRESIDENT. The Sen-

ator from Maine is recognized for 2 ad-
ditional minutes.
Mr. MUSKIE. The language would

read:
ADDITIONAL SKILLED NURSING FACILITIES

(h) The Secretary shall, after consulta-
tion with associations of nursing homes, the

American Hospital Association, the Joint
Commission of Accreditation of Hospitals,
and other appropriate professional organi-
zations, make a full and complete study of
the best ways of Increasing the avaUablllty of
skilled nursing facility care for beneficiaries
under this title under conditions assuring
good quality of care; and, on the basis of
such study, he may make a determination
that additional nursing facilities In which
such conditions assuring good quality of
care exists constitute skUled nursing facili-
ties under section 1706(b) if they also meet
the requirements of subsection (b) (other
than the requirement of affiliation and other
than the requirement that a hospital utiliza-
tion review plan be made applicable) , and if

the Secretary shall find that such action will
not create an actuarial imbalance In the Fed-
eral health insurance trust fund. The Sec-
retary shall promptly report to the Congress
from time to time and in any even by July
1, 1963, the results of the study under this
subsection and any action taken as a result
thereof.

The purpose of the language, Mr.
President, is to make it possible for
nursing homes which do not presently
meet the high standards of care re-
quired by the pending amendments to
work toward those standards and to
achieve eligibility whether or not they
are able to meet the test of affiliation

with an established hospital.
Would the Senator be willing to con-

sider accepting this modification?
Mr. ANDERSON. Mr. President, the

American Hospital Association ex-
pressed interest in nursing homes. We
tried to meet that interest and to raise
standards of nursing homes in the pro-
posal. The language the Senator has
read is completely satisfactory. There-
fore, I modify my amendments accord-
ingly.

Mr. MUSKIE. I thank the Senator.
The VICE PRESIDENT. The amend-

ments are modified accordingly.
Does either the Senator from New

Mexico [Mr. Anderson] or the Senator
from Illinois [Mr. Dirksen] desire to
yield further time?
Mr. ANDERSON. Mr. President, I

yield 3 minutes to the able Senator from
Tennessee [Mr. Gore].
Mr. GORE. Mr. President, we ap-

proach final decision on an acute prob-
lem. It has been said that the problems
of people are never solved, and that as
one is solved others arise. This is one
problem I am proud we have. It is said
that the problem will grow greater. I

hope it will. We have the problem part-
ly because people live longer. We have
the problem partly because of the great-
er benefits which a person can receive in

medical care and in hospitalization, and
in part because of the change in our so-
cial life by which it is not possible for the
majority of our people to lay up sufficient

for the traditional rainy day.

In seeking a solution of the problem,
the Congress in its wisdom is turning in-

creasingly to an approach of a social

security system of financing of dispen-
sation of benefits of administration. A
method of financing such as that pro-
posed that is broadly based, has been
proved sound for more than two decades.

Of course, a payroll tax is in essence
an assessment upon our national econ-
omy. But I think that is preferable in
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the instance of benefits so widely to be

enjoyed. Therefore, I believe it is the

soundest way. I am confident it is the

most effective way.
The problem, which I am proud we

have, is an acute one. It is said that it

will become more acute. Therefore, we
must not only seek to solve the problem
by sound financial methods, but also we
need to find an effective means of re-

lieving the acuteness of the problem.
The VICE PRESIDENT. The time of

the Senator has expired.

Mr. DIRKSEN. Mr. President, I yield

3 minutes to the distinguished Senator'

from Louisiana.
The VICE PRESIDENT. The Sena-

tor from Louisiana is recognized for 3

minutes.
Mr. LONG of Louisiana. Mr. Presi-

dent, I yield to no Senator in my desire

to care for the needs of the aged, the dis-

abled, and the underprivileged in gen-
eral. That is not the issue before us
now. We are asked to vote on an
amendment which would require that we
pay the medical bill of everyone over
the age of 65 whether he needed such
care or not. We are asked to adopt an
amendment which would tax the poorest
people in our country on the same basis

as that on which we tax the wealthiest.

We are asked to vote one of the most
regressive taxes we could find. It is a
tax that would operate like a hidden
sales tax. It would hit hardest at the
poor, in order to finance medical care
for all the people, whether they need
such care or not.
My mother's cook and yard boy would

be asked to pay my mother's medical
bill, although she neither asks, expects,
or demands it. Frankly, I think she
would feel that the proposal was un-
sound. When the medical bills of every-
one who might seek medical care under
the measure, whether he needed such
care or not, are added, we find the cost
of medical care increased by 50 percent.
In Louisiana we have found that when

we provide such services at State ex-
pense, patients stay in hospitals 50 per-
cent longer than they would remain
otherwise. People would be taking their
mothers and fathers to hospitals to va-
cation in the hospital while they, them-
selves, took their families on vacations
elsewhere in the summertime. Such a
result has occurred in some States under
the Kerr-Mills Act. The proposed legis-

lation would fill the waiting rooms and
corridors of hospitals with people who do
not belong in hospitals. Instead of say-
ing, "Doctor, may I go home," many
people would say, "Doctor, must I go
home?" By the time we are through
considering the bill, we shall have 10
more amendments, so that the measure
would apply to the medical needs of
everyone. A deduction of 10 percent of
payrolls would be required to start with.
By the time we shall have finished with
the measure, I guarantee that the cost
will be increased by at least 50 percent.
Why is the cost of Blue Cross increas-

ing so much? People say, "I am pay-
ing for this insurance. I might as well
get as much benefit from it as I can."
There would be a payroll tax of 15 per-

cent by 1970, which, on top of the 10 per-

cent social security tax, would represent
one-quarter of the income of the peo-
ple. In addition, the people would be
required to pay for national defense,
foreign aid, and everything else. Think
about it. If all taxes. State and Fed-
eral, were included in the deductions
from the payroll, they would exceed 50
percent of a man's salary by 1970, should
we start this kind of program.

Let us look after those who cannot af-
ford to pay for their own medical care.

Let those who can afford to pay for it

decide how much medical care they wish
to buy.
Mr. ANDERSON. Mr. President, I

yield 4 minutes to the distinguished Sen-
ator from California.
The VICE PRESIDENT. The Senator

from New Mexico yields 4 minutes to the
Senator from California.
Mr. KUCHEL. Mr. President, through

the proposed amendment we would deal
with a grave problem which confronts
the great majority of Americans who are
over 65 years of age. We would not deal
only with the problems which confront
paupers. We would not deal only with
the problems which confront indigents.
We would not deal only with the prob-
lems of those who are near indigents.
We would deal instead, with all Ameri-
cans over the age of 65 for whom the
hazards and fears of catastrophic ill-

nesses grow day by day. We would deal
with that problem in an honorable way.

Senators on both the Democratic and
Republican sides of the aisle have to-
gether fashioned this amendment in or-
der to bring to all American people over
the age of 65, whether they are under
social security or not, some modest
amount of protection against the un-
believably high cost of hospitalization.
Mr. President, as a Democrat, you are

proud of your party. As a Republican,
I am equally proud of mine. The pro-
posal now before the Senate does not
wear a partisan label. This measure is

a bipartisan attempt on the part of Sen-
ators in both parties to solve a great and
growing problem before the American
people. Hospital costs have increased
fivefold in 20 years. So too has our eld-
erly population increased until it con-
sists today of almost 10 percent of our
population.

Yesterday I alluded to Blue Cross. Last
year Blue Cross paid out $375 million in
benefits to elderly people, and it took
in from elderly people by way of pre-
miums $200 million.

What is the answer to the high costs
of private insurance health care for the
aged? The answer must be that either
the premiums are to be raised on our
senior citizens or the premiums are to
be raised on all, including those under
65 in order for private companies to pay
the higher costs of the benefits which are
now being paid for the care of the eld-
erly.

We have in the Anderson-Javits
amendment an opportunity for all citi-

zens to absorb part of this risk on a pay-
as-you-go basis during their working
years. At the same time through our
freedom-of-choice option we would
invite—indeed, implore—private insur-
ance companies in America to participate

in the program and help in meeting the
health care needs of those over 65. We
would create a separate health insurance
trust fund so that the moneys allocated
into that fund in the Treasury would
be sequestered for that purpose alone.
A few moments ago I listened to my

able friend from New York [Mr. Javits].
I agree with him that our proposal of-
fers the best, most efficient, and most
conservative means by which to solve
the health care problems of our senior
ctiizens on a pay-as-you-go basis.

Mr. President, I am proud of the pa-
tron saint of the Republican Party.
What did Abraham Lincoln say? On one
occasion he said

:

The legitimate object of government is to

do for a community of people whatever they
need to have done, but cannot do at all, or
cannot do so well for themselves in their

separate and individual capacities.

The elderly people in America have a
problem which they cannot solve for
themselves without this typically Ameri-
can approach. Let the Senate stand up
and be counted in favor of this amend-
ment and against the motion to table.

Mr. ANDERSON. Mr. President, I

have yielded time to the Republican
whip. I now yield the remainder of the
time on this side to the Democratic
whip, the Senator from Minnesota [Mr.
Humphrey].
The VICE PRESIDENT. The Senator

from Minnesota is recognized for 9 min-
utes.

Mr. HUMPHREY. Mr. President, I

know of no issue that has ever been
before Congress which has been more
fully and thoroughly discussed than the
so-called Anderson amendments, and
the methods and means of financing
health care for the aged.

It is said with reference to the mo-
tion to table that the motion should be
adopted because, first, the Committee on
Finance has not acted upon the pro-
posal; or, second, because we have in-

adequate information with respect to the
proposal. Of course, there are other
reasons which are advanced, such as the
one that this is public policy which will

do injustice to private insurance com-
panies and to individuals and to the
medical profession.

First of all, the fact that the amend-
ment has not been acted upon by the
Committee on Finance does not mean
that it has not been discussed or studied.

Mr. President, this is the most studied
and discussed proposal that has ever
been before the Senate in recent years.
Hearings were held on it in the Com-
mittee on Finance in 1960. That pro-
posal was almost identical to the one
that is before us now. The previous
administration presented all sorts of
proposals based on voluntary insurance
programs, some of the principles of those
reports being incorporated in the pro-
posal before us in the form of the Javits
amendment to the Anderson proposal.

In 1959 the Eisenhower administra-
tion submitted comprehensive reports to

the other body, which reports were made
public arid available to every Member of

Congress and to every citizen. They
were comprehensive reports on the prob-
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lem of the care for the aging, and medi-
cal and hospital care for the aging.

In 1960 hearings were held in both
bodies.

In 1961 the White House Conference
on the Aging issued volumes of reports
on the matter of financing health and
hospital costs of our elderly citizens.

I see in the Chamber the Senator from
Michigan [Mr. McNamara], who is the
chairman of the Special Subcommittee
on the Aging, which held hearings on
this subject all over the Nation. Those
hearings had to do with assistance to

elderly citizens, particularly with respect
to hospitalization and medical care.

The same thing can be said with re-

spect to 1962. The Department of

Health, Education, and Welfare has is-

sued detailed reports on the subject of

health care for the aged.
My point is that if we need more study

on an issue like this, we stand accused
of being slow learners. We have had
studies and studies made and have had
information and information laid before
us.

That does not mean that after the
studies were made all of us necessarily
agreed upon the means and methods of

taking care of the problem.
First of all, what are the dimensions

of the problem? First of all the number
of the aging in our society is increasing
every year in terms of the percentage of

the population. Second, the costs of
hospital care have gone up considerably
year after year. Third, the cost of
medical and hospital assistance in terms
of relief for the needy is a tremendous
burden upon the cities and counties and
States at the present time. What is

more, public assistance medicine has
downgraded medicine and hospital care
rather than upgraded them.
Some time ago our Nation made a

decision with respect to what we are go-
ing to do with reference to persons who
are aged 65 and over, in terms of social

insurance. The great depression com-
pelled us to face the issue: What do we
do when people arrive at that point in
their life where their opportunity for
employment is less, where their inci-

dence to disease increases, and where
their social problems become magnified?

In the great depression we had to
make up our minds as to whether we
would have a continuance of the dole,
whether we would ask citizens to sub-
mit to a poverty test or a means test; or
whether we would adopt a program of
social insurance.

If my recollection is correct, it was in
the fall—August, I believe—of 1935 that
this Nation by vote in this Congress de-
termined that we would use the social in-
surance principle, the social security
system of financing a program for old-
age and survivor's insurance.
No responsible citizen in this land

would reverse that decision.
We made up our minds that we would

give that assistance and that relief as
a matter of earned rights, rather than
as a dole, or only after a person had sub-
mitted to a poverty or means test. These
are the rights which people earn in their
productive years. The same question is

before us now.

With respect to the matter of disabil-

ity, for example, we set up a disability

trust fund. Now we seek to set up a
health care trust fund.
What is more, we now have in the bill,

through the cooperation of our friends
on the Republican side, an option pro-
vision under which private insurance and
the Blue Cross system can be used as a
means of administration. I commend
those who have offered that particular
proposal.
Now we arrive at the point of deter-

mining whether or not a citizen age 65
and over who is in need of hospital care
will have his need for that care deter-
mined on the basis of a means or poverty
test or whether it will be determined on
the principle of social insurance, so that
the person may receive hospital and
nursing home care under the sound
financing principle which we have al-
ready set up.

It seems to me that there is but one
decision that can be made by self-re-
specting people. I remind Senators that
the present relief and assistance pro-
grams give little relief and assistance to
most of the people who need it. The
present systems require people literally

to demean themselves, to surrender their
property, their earning capacity, even,
before they can receive the medical or
hospital care which is necessary for a
decent citizen to have.
The program before us provides for the

storing up in the productive years of
money in an insurance fund, so that it

can be used in the twilight years of a
person's life to give health care and
hospital and nursing home care and di-
agnostic services and home nursing serv-
ices. Every Senator knows, as the Sena-
tor from Kentucky has said, that this
great need will increase rather than de-
crease.

I appeal to my colleagues in the Sen-
ate to look at this, not on the basis that
a person who is poor enough can get
some care. Of course, in a nation with
a Judeo-Christian culture, we will not
let any of our people go without care.
However, I ask my colleagues in the Sen-
ate, what will we do with the sick people
who are in the twilight of their life, who
have given the best years of their life

to their family and country and home
and Nation? Will we ask them to de-
mean themselves and sign a poverty oath
before they can receive the modern hos-
pitalization which is available to them?

Is this plan financially sound? The
answer is "Yes."

Is this plan a heavy tax burden upon
the people? The answer is "No."

If the same amount were provided
under any other plan, it would cost
much more than this proposal. This is

a plan for self-respecting people who
will get the benefits. They will get the
benefits that they will pay for. What
is more, the people who will get the bene-
fits want to pay for them. They are not
asking for a free ride.

I have heard the argument made that
some people will get hospital care who
do not need it. Well, Mr. President,
there have been people who have been
involved in automobile accidents who
did not need the insurance, but they got

it as a right, because they have paid for
it. What we propose is.a system of uni-
versal social insurance for health needs,
so that they are available if they are
needed. There is no compulsion to it.

Some people send their children to

private schools or parochial schools ; but
I am happy to say that in America we
have, the policy of public education.
Whether one sends his children to pri-

vate or to public schools, he pays for the
public schoels.
Mr. President, the motion to table the

proposed amendment is said to arise

from two noble sentiments. One is that
the amendment has not been acted upon
by the Committee on Finance and that
action by the Senate at this time would
be improper. I would like to point out
to Senators who may be laboring under
this misunderstanding that the Commit-
tee on Finance did in fact consider the
proposal in the course of its considera-
tion of the Social Security Amendments
of 1960. And if the Senators across the
aisle need further assurances let me re-
mind them that in 1950 an amendment
to the social security amendments of that
year, sponsored by Senator Knowland,
was passed by this body with the help of
Senators across the aisle without having
been even considered by the Committee
on Finance. His amendment, accepted
by the conference committee on that
legislation, changed the unemployment
compensation laws; but the Committee
on Finance did not consider any changes
in the unemployment compensation law
in that Congress.
The only other allegation offered in

support of the motion to table the pro-
posed amendment is that Senators are
presumed to be unprepared to vote be-
cause they do not have sufficient infor-
mation to vote intelligently. Mr. Presi-
dent, I can recall no other issue that
has been more intensively studied and
widely discussed than the amendment
that is now before us. I cannot believe
that there is a Senator who is not thor-
oughly familiar with the facts and the
issues. Our constituents, who them-
selves are extremely well informed about
the proposal cannot help but see through
this rationalization and recognize it for
what it is: an excuse for letting this
critically needed legislation die.

Mr. President, during the long and in-
tensive study and discussion that has
been devoted over a period of several
years to the problem of paying for health
care in old age, it has been clearly es-
tablished that the problem is serious in-
deed, and that it is not going to be
solved without Government taking an
important role in helping to finance these
costs. The need for a Government role
in solving this problem was recognized
by the enactment of the 1960 legislation
providing Federal Government support
for programs of medical assistance for
the aged.

We are not therefore trying to decide
here whether the Government is going
to help the aged find a way to pay their
hospital bills. The only question before
us, Mr. President, is how this highly
desirable objective is to be accomplished:
What should be the fundamental ap-
proach helping older people pay for ex-
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pensive hospital care? And costs are up.

We have a choice between two direc-

tions in which we can go. And it is this

choice
,
that constitutes the single issue

that is before us. It is the choice be-

tween social insurance and public assist-

ance.
As a nation, we first faced up to the

problem of old-age poverty when* the

great depression of the thirties wakened
us to its magnitude and severity. We
were forced to realize that in our modern
urban civilization people too old to work
commonly had little or nothing to live

on, and that help was needed if they
were not, quite literally, to starve.

Plainly something had to be done.

Basically, then, as now, there were two
ways we could go, and the choice between
them represented a far-reaching deci-

sion of national policy. One possible

course was to consign our aged perma-
nently to the public dole—to require

them to exhaust their savings and, when
they reached a sufficient degree of pov-
erty to pass the means test, to apply for

public charity. This approach, waiting
for poverty to become a fact and then
seeking to treat it, would have meant
accepting for all time a vast army of

the aged living on a dole—all reduced
to a common level of poverty.
To our great credit, we did not choose

that road. We chose the alternative—

a

system of social insurance, under which
people while working, and their employ-
ers, would contribute to funds from
which modest but assured payments
would be made to them when they were
no longer working so that few of them
should ever reach a state of destitution.

There are practically no Americans to-

day who would reverse the choice if they
could.

The same basic reasons for preferring
the contributory social insurance ap-
proach over the public assistance
means-test approach apply with equal
force to the problem of protecting the
elderly against their high health costs.

Under public assistance, eligibility for
medical assistance is conditioned upon
meeting a "humiliating test of poverty."
In many States, the applicant's savings
must be virtually exhausted, and even
the children's financial situation must
undergo a similar test before the parents
can get help. Under the social insur-
ance approach the elderly would receive
health insurance protection as an earned
right; the only test would be that of
having worked sufficiently long in cov-
ered employment and self-employment
to become insured.

State medical care programs through-
out the country are uneven and offer
uncertain benefits. About half the
States have no program of medical as-
sistance for the aged and most of those
having one provide only meager help.
Under the social insurance—Anderson
amendment—proposal, uniform benefits
of certain value would be guaranteed to
the elderly throughout the Nation by
Federal law.

I might add that many medical as-
sistance relief programs deny the appli-
cant the freedom to choose his own
doctor or the hospital which he and his

doctor feel is best. This means that
continuity of care—and therefore qual-
ity of care—is often lost under the assist-

ance programs. Under the social insur-
ance^—the Anderson amendment—pro-
posal, the freedom to choose hospital
and doctor would be guaranteed by law.
Mr. President, nobody is proposing

that the medical assistance legislation
that was enacted in 1960 should be
abandoned. That legislation opened the
way for much-needed improvements in
the provision for the payment for med-
ical care by the public assistance pro-
grams of the various States. But we
must realize that only the very poorest
will be protected under this legislation
even if at some future time it should
become effective. Enactment of the
amendment is necessary so that the vast
majority of the now self-sufficient people
in the aged population will have protec-
tion against the economic hardships of
a costly illness that so often force them,
after a lifetime of independence, to seek
the aid of children or of public charity.

I repeat, Mr. President, the assertion
being made in various quarters that
there is really no problem among the
elderly as to hospital care is simply with-
out foundation.

It may give us all a better idea of the
problem the aged face because of illness

or fear of illness if we look at the facts
in a few actual cases. I have here some
summaries made from letters that have
been received by the President and the
Department of Health, Education, and
Welfare. In these summaries, I have
carefully removed any identifying in-
formation so as not to subject these
people to embarrassment. The originals
of these letters are in my office and avail-
able for inspection by any of my
colleagues.

I ask unanimous consent to have
printed at this point in my remarks a
statement showing a number of illustra-

tive cases summarized briefly from letters

in my office.

There being no objection, the state-
ment was ordered to be printed in the
Record, as follows:

No Insurance for Aged Husband
The case : This woman went to work when

her husband suffered a heart attack in 1952
and was forced to stop working. He is 77
years old and is receiving social security
benefits of $54 a month. She was ready to
retire about a year and a half ago but found
that she would be unable to get health in-
surance for her husband after she left her
employment because he was too old. She
kept working hoping to find some company
that might insure him. She was going to
retire this February—she would have drawn
social security benefits of $85 a month

—

but her husband suffered a severe stroke
with paralysis and was hospitalized for 70
days. Her insurance paid part of the cost,

but she had to pay $957. She was forced to
put him in a rest home for which she pays
$325 a month, and also buys his medicine and
pay his doctor bills.

She says, "I don't make only a little more
than that take-home pay. I give them all

I earn. No food bought yet or utilities * * *

I work hard all day and give it all to a rest
home because we could never get medical
for people like him. I'll be done working
in August 1963. What can I do with him to
take decent care of him? All my savings are

gone. I got a home paid for. I'll have to
end up when I retire next year selling it for
to give him proper care. And the sad part
Is, I can't afford to pay a therapist to work
on him. And rest homes don't have them.
To see him try to talk and can't just breaks
my heart. He was such a good man."

Effect of health insurance proposal : If the
proposed health insurance plan had been in
effect, her husband's hospital costs for his
70-day stay would have been covered in full

except for the deductible of $90. After his
hospital stay of 70 days, he would have been
eligible for 160 days of care in a skilled nurs-
ing facility providing physical and speech
therapy. He would also have been eligible
for 240 home health visits which also could
include the services for a physical therapist.

ONE MORE ILLNESS WILL DEPLETE ALL
RESOURCES

The case: Through their own efforts this
67-year-old cabinetmaker and his 66-year-old
wife have established a small custom shop.

Last spring the wife was a victim of
arsenic poisoning. Then in the fall she broke
her ankle. The 8 days in the hospital and
doctors' bills totaled some $890. She now
requires drug prescriptions for high blood
pressure.
The husband writes, "Almost 15 years ago

I obtained a GI loan. We burn the mort-
gage in September. * * * The signing of a
poverty oath, which is what it amounts to
with the California [medical assistance for
the aged] bill, is not only degrading but well
might undermine the integrity of otherwise
honest persons. Or, if you're a bum, you're
a success. * * * We beg you to continue in
your efforts to have this passed in this ses-
sion. One serious illness could wipe us
out."

Effect of proposed health insurance: Pay-
ment would have been made for the entire
8 days of the wife's hospitalization except
for a deductible amount of $80.

CANNOT GET ADEQUATE PRIVATE INSURANCE AND
SAVINGS WIPED OUT BY COST OF ILLNESS

The case: This aged couple carried Blue
Cross. The husband receives social security
benefits of $68 a month, and the wife works
as an outdoors saleslady. "We carried it

for quite a few years and then our premium
began to go up and our benefits down, until
our premium was more than doubled and
our benefits reduced to $3 per day for a room
and nothing else." She contacted the insur-
ance commissioner, and was informed that
Blue Cross was a private business and not
subject to Government control. Recently
she heard that Blue Cross was offering a
slightly better policy for aged persons, but
discovered that it was available only to peo-
ple who could meet certain physical require-
ments. She also contacted the Prudential
Insurance Co., but was told that people over
65 were being insured only if they were in
perfect health.
Last year, the husband was hospitalized

twice and the total bill came to about $2,000.

"Have you any idea how long it took us to

save this $2,000 and how hard we worked
and made sacrifices? We are now in a posi-
tion where we can't save anything, we are
lucky to be able to make ends meet every
month.

"Being ill isn't too hard to take when one
is wealthy, but when one sick spell can prac-
tically wipe out one's life savings, that's

quite a blow."
Effect of health insurance proposal: The

husband's hospital costs for up to 90 days
an illness would have been paid except for

a $90 deductible.

REFUSES TO GIVE UP HOUSE TO GET PUBLIC
ASSISTANCE

The case: The father-in-law of this 29-

year-old man has exhausted his savings of a
lifetime as a machinist in paying for his
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health care. His uncancelable private hos-
pitalization, insurance policy was withdrawn.
The son-in-law writes, "Because he has
citing to his last security of any kind—title

to his small house—he Is not entitled, to
county medical aid, so he suffers, eating as-
pirins to ward off pain, awaiting death."

Effect of health insurance proposal: Pro-
tection against the cost of hospital services
would be provided without subjecting peo-
ple to a means test.

UNABLE TO PAT FOR INSURANCE

The case: This 66-year-old woman has
worked more than 25 years as a nurse's aid,

charwoman, and cook. Her husband has
been ill for 37 of the 45 years of their mar-
ried life, but she managed to get their child
through high school and keep their family
going. About 2 years ago she had two hospi-
tal stays and operations costing $700.55 and
$400.80, which she paid. Her health has bro-
ken. She receives social security benefits of
$60 a month, and works when she is able.

She has been forced to quit paying on her
insurance. They own a four-room home or
cabin, but she says its sale would not bring
enough to pay a hospital bill for either her-
self or her husband.

Effect of health Insurance proposal: Under
the administration's proposal, she would
have protection against the cost of hospital
care, very likely much greater than that pro-
vided under the insurance she was forced to
drop. As she says, with health insurance
provided under social security, people can
live some way.

UNABLE TO PAY FOE INSURANCE
The case: This retired couple, living on

social security and a small pension, was
compelled to drop even a limited health in-
surance policy when the monthly premium
for each one was jumped from $5.10 to $7.20,
a rise of more than $25 per year.

Effect of health Insurance proposal: Un-
der the social security approach, contribu-
tions would be made during the working
years, and basic health insurance benefits
would be provided during the retirement
years without any further contributions re-
quired. The couple could probably have
afforded to carry a Blue Shield policy (cost-
ing perhaps $5 a month) that would cover
physician services.

FAIL TO GET NEEDED CARE BECAUSE OF FINANCIAL
CIRCUMSTANCES

The case: This elderly couple, he is aged
83 and she is 89, moved from Michigan to
Florida to be with their son and his family.
She receives a teacher's pension (less Blue
Cross) of $86.70 a month, and the total
security benefit for herself and her husband
is $60 a month.
He has been ailing for many years and

his wife had been taking care of him. In
January of this year she injured her back
in an accident and since the daughter-in-
law could not care for both it became neces-
sary to place him in a convalescent home.
About -2 weeks later, he fell out of bed and
broke his hip, necessitating his transfer to
a general hospital where he was given treat-
ment for both bladder trouble and the broken
hip. An orthopedic doctor was paid $75 for
traction, but the couple could not afford the
cost of having pins inserted in his hip.
His stay in the hospital was for 1 month,

the maximum period covered by their Blue
Cross policy. Then he was transferred back
to the lower cost convalescent home where
he previously had fallen from his bed. As a
precaution, Mr. C. was strapped to the bed
this time.

Effect of health insurance proposal: Under
the health insurance proposal, Mr. C. could
have had his hospital costs paid for as long
as necessary up to 90 days'. The total cost to
them for his hospital stay whether 1 month,
or 3 months, would have been $90, the
amount of the deductible. With basic pro-

tection against the cost of hospital care, they
could concentrate their private insurance on
the cost of other services, Including physi-
cians' services.

Payment could also have been made for
skilled nursing facility for up to 180 days,
and 240 home health visits per year.

RETIRED FARMER LOST "NEST EGG" BECAUSE OF
COST OF ILLNESS

The case: This man is aged 84 and his
wife is 86. They receive social security
benefits of $60 a month. He and his wife
worked hard on the farm in Iowa until 1950.
Thinking they had saved enough to "slow
up," they moved to Arkansas and bought a
small acreage. "But then our troubles be-
gan," he writes. His wife fell and broke her
hip. A year later she fell and broke her
other hip and a leg. She had diabetes and
arthritis and due to gangrene had to have
her leg amputated.
He says, "It sums up we now have $6,000

against our home. We have no hospital in-

surance. * * • The result our little nest
egg is gone."

Effect of health insurance proposal: His
wife's hospital costs except for a $90 deduct-
ible, would have been covered and the cou-
ple would have Insurance against future
hospital, nursing facility, and home health
services.

FACES LONG ILLNESS WITH NO MONEY
The case: Recently this 77-year-old Cali-

fornian was hospitalized for 6 days. The
hospital bill was about $500, and the doctor
bill $325.
He writes, "My wife died 10 years ago after

many years of sickness and I spent the
money of many years earnings and savings
along with the savings and earnings of the
immediate family. Now at 77 I am facing
a possible long illness. I still remember the
threats made to me at hospital in

that if hospital payments were not
made promptly that the next time I came
to visit my wife I'll find her in the corridor.

I have been living a nightmare ever since.
That was exactly what happened as I state

in this letter."

Effect of health insurance proposal: This
77-year-old man would have protection
against the cost of inpatient hospital serv-
ices for up to 90 days of each hospital stay,

except for a deductible of $90 for the first

9 days.
In addition, many of his other medical

needs could be met through the provisions
for payment for skilled nursing facility serv-
ices after transfer from the hospital, and
for up to 240 home health visits each calen-
dar year.

CHILDREN MUST SELL THEIR HOME TO PAY
AGED WOMAN'S MEDICAL EXPENSES

The case: This 72-year-old woman has
been hospitalized because of cancer. She
had her first cancer operation in 1938, and
has been unable to obtain insurance cover-
age since then. Altogether she has under-
gone three major cancer operations.
The daughter and son-in-law state: "We

let her sign herself on county welfare help.
They moved her from hospital to the

County infirmary, in recently.
The treatment she received there has been
reported and is a matter of record. Needless
to say we had her returned to hos-
pital. Why? Because we care. She is a
dear old mother."

Since this woman is without resources,
her daughter and son-in-law have had to
pay for all expenses from their weekly pay-
check. This has exhausted their finances
and they must now sell their house in order
to meet further medical expenses.

Effect of health insurance proposal: Pay-
ment would be made for hospital services for
up to 90 days, subject to a $90 deductible.
Thereafter, if appropriate, this 72-year-old
woman could be transferred from the hos-

pital to a skilled nursing facility. Payment
would then be made for care for up to 120
days of skilled nursing facility services'.

Mr. HUMPHREY. Mr. President, I
hope that every Senator will bear in
mind when he votes on this amendment
that what is being proposed is a program
of health insurance for the elderly that
would be financed out of contributions
made prior to retirement—when people
can afford to pay them. Aside from the
fact that the proposed program would be
financed through social security and the
fact that benefits would be limited to the
elderly, what is being proposed is much
the same as a Blue Cross plan.
The Blue Cross approach that the

amendment follows has been proved to

be a successful form of protection against
health costs. It not only meets the most
burdensome health costs people face, but
also is designed to fit in with the other
kinds of health insurance people ordi-
narily want. The Blue Cross-type bene-
fit plan that is proposed would provide
only basic protection, to which the elderly
will want to add by buying health in-
surance against surgical costs, physi-
cians' fees, and other health costs. And
private insurance will benefit from this
arrangement just as private insurance
has benefited from the provision of basic
cash benefit protection under social se-
curity.

Enactment of the amendment will

scarcely have any effect on the medical
profession—except to the extent that any
hospitalization insurance plan permits
the physician to prescribe expensive hos-
pital care without the fear that his pa-
tient may be reduced to poverty because
of it. Doctor bills are not even covered
under the proposal. So far as hospitals
are concerned, enactment of the amend-
ment will mean that they no longer will

need to overcharge younger patients or
go without making needed improvements
in their facilities in order to make up the
deficit caused by older patients who can-
not pay their own way. These advan-
tages would be unmixed blessings for
there is nothing in the amendment that
would injure or conflict in any way with
the practice of medicine or hospital
practices. Decisions about health care
would be left where they belong

—

squarely in the hands of the health pro-
fessions—just as they are today.

Certainly, no one who has conscien-
tiously studied the question can fail but
be impressed by the vast wealth of in-
formation available on the subject and
its accessibility. In 1959, the Eisenhower
administration presented the House
Committee on Ways and Means with one
of a number of comprehensive reports
on the problem the elderly have in pay-
ing their health bills. This report in-
cluded a summary and analysis of the
characteristics of the aged, factors in-
fluencing hospital and medical costs,

methods of financing hospital care for
the aged and methods of providing hos-
pitalization and nursing home benefits
through social security. Then came the
wealth of testimony produced at the
hearings on the Forand bill and the
committee's report on the bill that rec-
ommended the 1960 medical assistance
for the aged legislation. Later in 1960,
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the Committee on Finance heard testi-

mony on the problems the elderly face
in financing their health costs and vari-

ous proposals to solve these problems.
That committee reported out what was
to become the medical assistance for the

aged; but the excellent minority reports

from the committee show clearly the

careful consideration given to this prob-
lem by the committee.
The 1961 White House Conference on

Aging contributed more than 7,000 pages
of information on the problem as it exists

in the States.

Last year, the other body held exten-

sive hearings on the predecessor of the
amendment that is before us—testimony
that covers more than 2,200 printed
pages. More recently, the Department of

Health, Education, and Welfare has pub-
lished an up-to-date report on "The
Health Care of the Aged—Background
Pacts Relating to the Financial Prob-
lem."
Of course, the excellent work carried

on by the Special Committee on Aging,
under the direction of the able senior

Senator from Michigan [Mr. McNamara]
and its predecessor, is well known to all

of us. The committee has held very ex-
tensive hearings and submitted many
reports which contain many pages more
of information on the problem of health
care in old age and related subjects.

The proposed amendment is the prod-
uct of intensive study and research that

has been carried out over a period of

years. It has been designed to provide
real and concrete help to relieve a prob-
lem which has been proved to be so seri-

ous as to require Government action.

The specifications of the proposal are

the product of hundreds of hours of dis-

cussion with individuals and organiza-
tions with widely varying interests and
skills over a period of many years. We
have behind us the experience of almost
2 years of failures with medical assist-

ance for the aged—a program that at its

best can do nothing to prevent depend-
ency on public charity. All that remains
to be decided is the basic issue of whether
we are going to sit idly by and permit
the elderly people of this, the richest

nation on earth, to live under the threat
that they will be impoverished by illness

and reduced to charity or whether we are
going to put the weight of this legislative

body behind a measure that would make
it possible for the millions of elderly peo-
ple to live with the assurance that they
will live on in independence and self-

respect even if expensive illness strikes.

I have heard the appeals of Senators
wh<5 argue that we should take no action
on this measure. We all know that a
vote to table the amendment is a vote to

destroy the only practical answer to a
problem that presses for a solution.

After so many years of discussion and
debate on this proposal I cannot believe
that there is any Senator who is not
fully prepared to reach a decision now.
The American people have read the num-
berless newspaper and magazine articles

on the proposal, they have listened to the
debates, and they have made their deci-
sion after a full exposure to the facts.

The American people have a right to ex-

pect no less from their representatives in
the Congress.
Mr. President, I hope the motion to

table will be rejected, and that the
Anderson-Javits amendments will be
agreed to.

Mr. DIRKSEN. Mr. President, how
stands the time?
The VICE PRESIDENT. The Sena-

tor from Illinois has 25 minutes re-
maining.
How much time does the Senator yield

himself?
Mr. DIRKSEN. I yield myself all of

the remaining time.
The VICE PRESIDENT. The Sena-

tor from Illinois yields himself the re-
mainder of his time.

Mr. DIRKSEN. Mr. President, I feel

certain that every Member of the Sen-
ate has the same human quality that
makes him interested in a program for
the aged. As a boy of 5, 1 saw a father
languish for 3 long years as a victim of
apoplexy. As a boy of 5, 1 saw a mother
languish for a long time as a coronary
victim. So let no one declaim all the
human virtues being on one side or the
other, because we are all interested in
this problem.
The whole question is one of approch.

It is for that reason that I contend that
the motion to table, which will be made
in 25 minutes, should prevail. I assign
some reasons. First, with respect to
Kerr-Mills, what kind of effort has been
made to sell that act? If the former
Secretary of Health, Education, and Wel-
fare has been half as diligent in bringing
the Kerr-Mills Act to the attention of
the country as Orville Freeman was in
bringing an agricultural program to the
attention of the country, not only from
Washington but through his field force,

this would be a far different story.

There is a medicare program. I am
astonished that the administration lead-
ers have/ been so careful never to men-
tion the Kerr-Mills Act, which went on
the books in the fall of 1960.

The second reason I assign why the
amendments should be tabled is that not
a single critic has proposed to amend the
Kerr-Mills Act with respect to the so-
called pauper's oath or needs clause.

Where is the amendment from the
critics which would take that out?

I have an amendment on my desk; and
before too long I expect to offer it. But
I am no critic of the Kerr-Mills Act.
Why does not someone trot out an

amendment, if there is dissatisfaction
with the means test and the need clause?
It has not been done. The administra-
tion has failed to sell the Kerr-Mills
Act. I have looked for literature; I have
been unable to find it. I receive tons of
printed matter, in all colors and illus-

trated. It is on the whole subject of
social security. But try to find a piece
of literature, which is the responsibility
of HEW, to make manifest to the eligi-

ble citizens of the country what they are
entitled to under the 1960 law. It is not
available. If the administration were in-
terested, this would have been provided
long before now.

I assign another reason. There has
been an inadequate study of the whole

subject. The Actuary for HEW appeared
before the House Committee on Ways
and Means. He found that the benefits
would exceed the income. What did the
Secretary do? He had to raise the base
ante from $5,000 to $5,200. But look at
the record and see the last word of Mr.
Robert J. Myers, the Actuary of the
Department of Health, Education, and
Welfare, which the distinguished Sena-
tor from Oklahoma [Mr. Kerr] placed
in the Record yesterday.
Next year and the following year the

base for taxation purposes will have to
be increased. Is that the way to legis-

late?
Mr. President, how do you think they

got the basis for it? By interviews with
5,000 elderly people whom they asked to
try to remember what their recent hos-
pital costs were. What a way to estab-
lish basic data for a program of such
vast dimensions as that, having such a
permanent effect upon the whole destiny
of America.
In addition thereto, they brought down

from New York a man named Lewis
Reitz, who, on the basis of 13 million
insurance claims from 583 organizations,
told the committee of the House that the
cost would be twice what HEW had esti-

mated for this purpose. The administra-
tion had no facts or no data with which
to refute that statement.

Mr. Reitz said that in the initial year
this program would cost not $1.1 billion;

it would cost $2.5 billion. He said that
by 1983 it would cost $5.4 billion.

When Mr. Cohen, the architect of so

many of these programs, appeared be-
fore the Committee on Finance for the
confirmation of his nomination in 1961,

what did he say? He said the cost would
go up from 5 to 10 percent indefinitely.

That was in answer to a question by the
distinguished Senator from Nebraska
[Mr. Curtis], who quizzed Mr. Cohen at

the time his nomination was under con-
sideration. But Mr. Cohen went further.

He said that, of course, he was not figur-

ing on a bigger base now; but in the
interrogation, he envisioned not the

$5,200 provided in this proposal; he en-
visioned a $9,000 base on which to at-

tach the tax.

The whole story is in the record of the
hearings.
Talk about costs. What a tremendous

program this will be.

Another reason has been emphasized.
The nonneedy are included. Senators
are included. Unless I cannot read the
English language, every Senator and
every Representative when he reaches
the age of 65 will be entitled to these
benefits. Do we want to go back home
and say to the young workers, "Well, I

voted myself a benefit. If you are 20

years old, and if you live long enough,
you will pay social security taxes for
45 years, and I am going to be the bene-
ficiary." I do not think I want to say
that to them. I will carry my own load
if I can.
What will be the general impact? We

will have to obtain that information, I

submit, from other sources which have
had some experience. What was the
experience in Great Britain? I observed
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in a dispatch in 1961 that 600 doctors
left Great Britain every year for the
preceding 5 years, while 500,000 persons
were on hospital waiting lists.

Hospital construction in Great Britain

is deplorable. Only one new hospital

had been built since 1948, a period of 13

years. That is according to a statement
by D. S. Lees, a doctor of philosophy of

the University of North Staffordshire.

The cost of Great Britain's medical
program in 1950 was $1.3 billion; in 1961,

it was $2.5 billion.

Mr. President, that information may
be found in the Reader's Digest for Octo-
ber 1961. It is all there, set forth in

great detail.

Mr. President, this proposal is a toe in

the door. Let us seek to prove it. Go
back sometime and read the Wagner-
Murray-Dingell bill of 1943. I observe
a knowing look on the face of the dis-

tinguished Senator from Virginia [Mr.
ByrdL He was a Member of the Senate
at that time. He knows full well what
that bill provided. Every insured indi-

vidual and every dependent would be
entitled to benefits. That was section
901. The bill also provided a National
Advisory Council of 16 to be selected by
the Surgeon General of the United
States. It has been said that the Ad-
visory Council would be new. It is 19

years old. It was included in one of

those bewhiskered proposals when I was
a Member of the body at the other end
of the Capitol.

What else did the Murray-Wagner-

Dingell bill provide? Physicians were to

be selected from qualified lists and were
to be paid on the basis of a fee schedule.

That was what was contained in the'
Wagner-Murray-Dingell bill.

What else? A provision was included
for a single trust fund. That proposal
has been sugared and made to appear
as something new.
And what else? Why, a provision for

a single trust fund. This proposal has
been sugared, and it is made to appear
that this is something new. But that
was in the Wagner-Murray-Dingell bill

19 years ago, and it is nothing new. So
one can go back and can find for himself
what the ultimate goal is; and the Wag-
ner-Murray-Dingell bill also provided
for recompense for dental services, and
so forth.

This situation reminds me of a story
about the rector of an English church
who was preaching to his congregation
about all the glories of heaven—ambro-
sia, nectar, and everything else on which
one would subsist, including some sub-
stantial viands. When he got through,
one of his parishioners said to him, "Par-
son, what good will that do me, without
teeth?"

The rector replied, "Under social secu-
rity, teeth will be provided."

Mr. President, this is just a beginning,
believe me.
When Dr. Cohen was questioned by

Senator Curtis, in the Finance Com-
mittee, he said he was looking to a 50
percent increase in the benefits.

Walter Reuther addressed the Citizens
Council on May 24, here in Washington

;

and in his keynote address he said

:

We are trying to make a beginning.

He also said:

If King-Anderson is approved, we should
expand the benefits.

And he said:

We should Include the $2.6 billion out Of
general appropriations.

And, Mr. President, during the 2
months that have passed since then, that
provision has been included in the An-
derson proposal which is before us.

What else did Walter Reuther say? He
said

:

We should eliminate the deductibles.

And, Mr. President, last night the
Senator from Oregon, distinguished and
brilliant Senator that he is, offered a
proposal to eliminate the deductibles;

but for the moment, at least, that has
been withdrawn. So we got it almost as
soon on the rebound as it was uttered
downtown in the form of a keynote
speech at a convention.
And this measure has been sugared

with the Javits amendment. Let us see
what happens here. You see, Mr. Presi-
dent, before a private carrier can accept
an option or an election on the part of
an inj|jvidual, the carrier must qualify.

How will it qualify? By being licensed in

every State and the District of Colum-
bia and by doing 1 percent of the busi-
ness, or by being licensed in a limited
number of States and doing 10 percent
of the business. Well, let us see. One
of the finest insurance companies in
Illinois is the Country Life, and it does
one-tenth of 1 percent of the claims
business in that State. So it would be
disqualified under the provisions in re-
gard to the election.

Furthermore, I am advised by an in-

stitute downtown which is identified

with the insurance business that only 14
insurance companies in the United
States would be able to qualify under
the language carried in this bill. That is

an amazing thing, believe me. So, Mr.
President, is that an option? Is it

something wonderful and worthwhile?
Mr. JAVITS. Mr. President, will the

Senator from Illinois yield?
Mr. DIRKSEN. Mr. President, this

is the only time I have on this bill; but
I yield to my friend.

Mr. JAVITS. I should like to make a
correction. If the Senator from Illi-

nois will refer to my amendment, he will

find that it concerns group plans which
are qualified, written by any company,
as well as those companies and organi-
zations which are tax exempt. They are
fully qualified. The 10-percent figure

is incorrect; it is 5 percent. And I am
informed that there are at least 200
insurance companies, if not more, that
will qualify under that option. I just
make that as a statement of fact.

Mr. DIRKSEN. Very well. The first

item my friend referred to was nonprofit
companies which are exempt under the
internal revenue law. The last item
he mentioned are those which could
qualify for group hospitalization only.

That is what this bill says; and if I am
in error, I ask to be corrected. But I got
my information from authentic sources;
and they said 14 companies in the United
States can qualify.

Mr. President, what kind of a discrim-
ination is this on the part of this Gov-

ernment? A company that could not
qualify probably would find that its

customers would say, "Our company did
not qualify with the Federal Govern-
ment, so there must be something wrong
with the company." Mr. President, this
would begin to wash out all the compe-
tition in the insurance-company busi-
ness. Would that be a fair way for the
Government of the United States to
treat a great industry which has done
so much already for the aged people?

So you see, Mr. President, that is not
much of a lure, as provided in the bill.

It is said the social security principle
is freely accepted. Compulsory medicine
is one thing, Mr. President. Social secu-
rity is another. When one qualifies
under social security, the payments are
taken out of one's paycheck, whether he
likes it or not. The payments are posted
on the check, and one can see what is

deducted. He does not have to do a
thing or move a muscle; all he has to do
is live, in order to get the benefits; and
when age 65 comes, the benefits will be
there, and the Government will have no
control.

But what about this plan? The hos-
pitals have to be qualified. The individ-
ual has to request the services. There
have to be certifications for specialists,

and that sort of thing; and there is a
physical control in compulsory medicine
that has no relationship to a social secu-
rity principle in connection with getting
a job in a factory and getting a paycheck
at the end of the week. The deduction
is nicely spelled out. One does not have
to do a thing except be alive at age 65;

and from then on it will be automatic,
too.

Now, then, Mr. President, much has
been said, at one time or another, about
Blue Cross. Let us see what Blue Cross
has to say about this. Here is a release

issued just this week by Blue Cross,
which has its headquarters in Chicago.
It says:

Just how this would work out

—

Meaning the compromise

—

is not clearly defined, but at best it seems
that Blue Cross would serve largely as a
conduit for money and instructions from
the Department of Health, Education, and
Welfare to the providers of the services.

And it also says

:

It is unfortunate that this and other
provisions of the compromise plan have been
advanced without the thorough examina-
tion warranted by so complex a subject.

Blue Cross has dealt with 5 million

aged persons, and that is its evaluation
of this compromise.
What else does it say? It says:

Based on extensive experience in covering
more than 5 million aged persons and long-
standing relations with the Nation's hospi-

tals in every State, the plans feel that the
Government assistance to the aged should be
related in amount to income levels.

And one need not be needy. Even
every Member of the U.S. Senate, includ-
ing the present speaker, would be
covered—because I am old enough now,
Mr. President. So I would have the

benefits of this plan ; and I could return
home and could see some of the young
men there come to my door and "throw
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it back at me", by saying, "I will be slav-

ing in a factory, and they will be taking
the payments out of my paychecks, but
you will be the beneficiary by the ac-

cident of life, just because you are still

alive."

Mr. President, what a business.

The release from Blue Cross also

states:

Our estimate Is that the income from the

revenues provided in the amendment pro-

posed in the Senate is not sufficient

—

Blue Cross has had long experience,

and Blue Cross says:

The income is not sufficient to cover the

benefits described. Furthermore, it is doubt-

ful that some of the benefits could be pro-

duced by providers of services because of

shortages of skills and facilities in many
areas.

Today the distinguished Senator from
Vermont [Mr. Aiken] spoke on this floor,

and said that out of 135 nursing homes
in his State, only 2 would qualify under
this bill.

Mr. President, now I have concluded;

but I have to pay my respects to my dis-

tinguished friend and associate, the

Senator from California [Mr. Kttchel],

because in the brief and eloquent address

he made he referred to Lincoln, the pa-
tron saint of our party, and used a quo-
tation which has always been a favorite

of mine:
The legitimate object of government is

to do for a community of people whatever
they need to have done, but cannot do at

all, or cannot so well do for themselves, in

their separate and Individual capacities.

Mr. Lincoln, if you could listen, that
is what we are trying to do—at least,

some of us—on the floor of the Senate
this afternoon. We are trying to do that
and leave it in the hands of the people
and of the States, so that it can be done
by cooperative effort on the part of both,
exactly as we exemplified it in the Kerr-
Mills Act, so that we could preserve the
posture of America and still get the job
done.
One other thing, Mr. President. I

took a committee to Europe in 1948. . I

was an eye victim. You remember it

very well. They said, "Do not go. Your
eyesight is in danger." I said, "I will

go, in spite of it," and I did. My doctor,
a great specialist at the Wilmer Clinic
in Baltimore, said, "If you are deter-
mined to go, then I have to find some-
one to take care of you over there." He
found for me the very greatest eye sur-
geon in Europe, Dr. Thiel. He took care
of me. In very short order we became
great friends. I said to him, "My friend,
back home they want me to get every-
thing new in the field of ophthalmology
and eye surgery." This great surgeon,
who had operated on the crown heads
of Europe, laughed and said, "to take
back to your country? Your country is

so far ahead of anything in Europe that
there is no comparison."
There is a tribute to American medi-

cine. The longevity of our people, now
over 70 years on average, is a tribute
to American medicine and to the scheme
we have followed all this time.

Are we now going to blanket all people
over 65, needy and unneedy, into the

whole scheme and put into effect in our
country a permanent program that will

have the same effect upon our people
that has taken place in other countries?
When Bismarck finally put it on Ger-

many, his boss, the Kaiser, said, "This
is a difficult situation." But Bismarck
knew how to bring them into the orbit

of government, and said, "This is the
best way to do it."

Mr. President, while doing the job, let

us serve the gift of freedom. Was it not
Pitt who said, "The plea of necessity is

almost invariably the first infringement
of freedom?"
We can do the job. Let us do it under

the Kerr-Mills Act.

Mr. President, for my country—for my
country, I repeat—rhope that this pro-
posal will be laid on the table.

Mr. LAUSCHE subsequently said:

Mr. President, I ask unanimous con-
sent that a statement which I made on
August 23, 1960, on the floor of the Sen-
ate setting forth my reasons for support-
ing the medicare bill be included in
the Record preceding the taking of the
vote.

There being no objection, the state-
ment was ordered to be printed in the
Record, as follows:

Statement by Senator Lausche

Since 1945, in discussing social security
laws, numerous have been the times when
I have declared my conoept of what ought
to be done with respect to the Government
providing social security. In effect, I have
repeatedly stated I did not subscribe to the
philosophy of giving doles and subsidies,

but I believed in a system which was ac-
tuarially sound, operated in a businesslike
manner under which payments were to be
made out of a fund which was built up
through joint contributions by employers
and employees.
That philosophy has been with me, I

would say, for at least 15 years. I believe

a fund created in that manner in all prob-
ability will be prudently managed, since it

places a joint responsibility on the em-
ployer and the employee, and in all prob-
ability it will be based upon a sound ac-
tuarial foundation and will be conducted
with businesslike operations.

My belief is that the elderly people of our
Nation are in need of this type of service.

I think not only of the indigent but also of

those who through prudence and thrift

have accumulated a modest estate.

It is a rather dominant and frightening
prospect for an elderly person to find, in the
twilight days of life, that whatever he has
accumulated through prudence is to be dis-

sipated as a result of the huge costs which
come in caring for one's self, especially dur-
ing an illness in the mature years of one's

life. I have in mind specific instances when
people have told me, for instance, "I have
assembled enough to have a modest home.
I am proud of my home. I do not wish to

see it dissipated, but I cannot see my way
clear to save it if I have to carry these in-

ordinate medical expenses."
The costs of living for the aged, especially

those to fight disease, have become extra-
ordinarily large. I need not discuss that,

because it is generally understood that medi-
cal expenses, including drug costs and
nursing services, are beyond the ability of
the ordinary person to carry.

On that foundation, it is my Judgment
that the program of providing medical serv-

ice cannot be avoided.
To reiterate and to summarize. It is my

firm conviction that the funds out of which
payments should be made for the social se-

curity approach, should be accumulated
through current contributions Jointly made
by employers and employees or earmarked
taxes.

Mr. CHURCH subsequently said: Mr.
President, I ask unanimous consent that
a statement giving my reasons for the
vote that I cast a few moments ago may
appear in the Record at a place preced-
ing the vote itself.

There being no objection, the state-
ment was ordered to be printed in the
Record, as follows:

Statement by Senator Church
During the 6 years I have been here In

the Senate, nothing has been more upsetting
to me than the many accounts I have re-
ceived from elderly people in Idaho concern-
ing the problems they face In obtaining
adequate medical care. Some of these re-

ports come from people receiving old-age
assistance, but most have come from elderly
residents living on a modest retirement in-
come. These are proud people, who cherish
their independence, and who resent having
to ask for relief. Typically, they are people
who receive regular retirement income from
social security, which they feel they have
earned through their own contributions dur-
ing their working years. Oftentimes, this
retirement income is supplemented by a little

interest or dividends from the savings they
have invested over the years.

These people are confronted today with a
very special problem. They have discovered
that, during the past 20 years, the cost of
hospitalization and nursing home care has
increased out of all proportion to other costs
they must meet. All of us are aware of this,

regardless of age or circumstance. Even
those with ample incomes have found it

necessary to protect themselves against these
spiraling costs by taking out insurance poli-

cies for medical care and hospitalization, so
that the risk of serious illness and the costs

which now attend it, can be spread out over
the whole group which is insured. Today, we
are told that over three-quarters of our
families are covered by these private health
insurance policies, which should be proof
enough that Insurance represents the most
workable answer to the problem of meeting
the rising cost of modern hospital care.

Unfortunately, private health Insurance
has not proved a workable answer for the
elderly. After the age of 65, too many poli-

cies turn out to be nonrenewable; or the rates

go up sharply, while the coverage benefits go
down. Since 60 percent of those over 65

have cash Incomes of less than $1,000 a year,

their problem of securing adequate coverage
at rates within reach, has become increas-

ingly acute.

Considerations of this kind forced the
Congress to address itself to the subject of

medical care for the aging In the summer
of 1960. Our hurried deliberations at that
time—squeezed between the national party
conventions and the Presidential election

—

resulted in the enactment of the Kerr-Mills
bill. This bill, which had the blessing of

the American Medical Association, recog-
nized the need for extending Federal aid

to the various States, in order to enlarge

upon their respective programs of medical
care for the aged. I voted for the bill, be-
cause it furnished some measure of relief

for many thousands of elderly people who
desperately needed better medical care. But
I hoped then, as I do now, that the "re-

lief" approach, based upon a "means" test,

financed by the Federal taxpayers generally,

yet administered under differing eligibility

requirements as determined by each sepa-
rate State, would not become the permanent
pattern for the future. For in the long
run, this pattern not only departs from the
insurance approach which we have thus far



1962 CONGRESSIONAL RECORD— SENATE 12923

found to be so satisfactory, but also poten-
tially will entail tbe highest administrative
costs, eventually will impose the largest bu-
reaucracy, and ultimately will lead to the
very system the doctors fear the most

—

"socialized medicine." It is to avoid these
dangers, through the substitution of a "pay-
as-you-go" insurance-type program under so-

cial security, that I shall vote in favor of
the pending amendment, or against a motion
to lay it on the table.

After the adoption of the Kerr-Mills bill,

it became the principal responsibility of the
Senate's Select Committee on the Problems
of the Aging to investigate the need for a
more satisfactory medical care program. I
was privileged to serve on this committee
and to conduct hearings in Idaho at Poca-
tello and Boise. These hearings revealed
that, during the past decade, Idaho's num-
ber of senior citizens had increased by a
third, now comprising a total of 58,258 per-
sons over 65. Although almost all of the
doctors who appeared at the Idaho hearings,
as well as the administrators of the present
program, testified in favor of retaining the
"means" test approach, a sizable number
of older people took exception, asserting
that the present program in Idaho is neither
adequate nor desirable, that it leads to abuse
by some who really do not need the help,
while it fails to reach many others who are
too proud to ask for charity.
The evidence accumulated by the Select

Committee in its hearings across the Nation
as a whole, indicates that the Kerr-Mills
approach Is failing to furnish us with an
adequate solution; that only 19 States have
taken advantage of its provisions for the
"medically needy," that the programs' reli-

ance on annual congressional appropriations
makes many States reluctant to commit
themselves to a medical plan with an uncer-
tain supply of funds; and that some States
continue to defer action in the expectation
that Congress will soon pass a more satis-
factory program.
The pending amendment of the distin-

guished Senator from New Mexico [Mr.
Anderson], as now modified, opens the door
to a more sensible approach to the problem
of medical care for the aging. It would pro-
vide for a system of medical insurance that
is self-financing, uniformly applicable, and
devoid of any "means" test, while protecting
the legitimate interests of private insurance
companies, medical institutions, and physi-
cians.

The most significant single feature of the
pending amendment is its utilization of the
Social Security System as a financing mech-
anism. Unlike existing law, which pays for
medical care with handouts from general tax
revenues, this program will pay for itself

through an increase of one-half of 1 percent
in the total social security tax paid on wages
by employers and employees. Thus, medical
expenses which tend to cluster in the latter
years of life will be met, just like retirement
allowances, by payments made in advance
during healthy, working years.
Although 90 percent of our people will

ultimately be covered by social security, it is

true that special provision needs to be made
for those who will never become eligible for
its retirement benefits. The pending amend-
ment would permit such people, otherwise
eligible for medical care under existing law,
to remain so. No one's entitlement for medi-
cal care under any existing program would
be diminished, but medical care would be
extended to millions of elderly people, not
now covered by any existing program, who
are receiving their ordinary retirement bene-
fits under social security.
The proposal has been further modified to

permit any individual under social security,
approaching retirement age, to decide be-
tween continuing his private medical insur-
ance protection, with a choice of benefits

tailored to his individual needs, or to let his
insurance lapse and accept the coverage pro-
vided by the regular statutory program. If
he chooses, under an approved plan, to con-
tinue his private insurance protection in
force, social security would reimburse his in-
surance company in the amount provided
under the statutory program for benefits re-
ceived, while he would remain entitled to
whatever extra benefits his policy might
confer.
Many voices have been raised in opposi-

tion to the pending amendment. I do not
question the sincerity of the people who op-
pose it, though I have found their arguments
unconvincing. They have variously charged'
that this proposal will destroy the private
medical insurance companies; that it will

turn the Nation's physicians, whose fees are
not covered by it, into lackeys of the Federal
Government; that it will even make the Sec-
retary of Health, Education, and Welfare a
czar of medicine, ruling over the health
needs of the people.
But private medical insurance companies

will still have complete responsibility for
the insurance needs of citizens below the age
of 65, and beyond that until death, if the
individual so chooses. Furthermore, the
challenge of providing the private insur-
ance subscriber with the best service, so
as to keep him on the rolls after the age of
65, should make for better insurance pro-
tection for all, and is likely, therefore, to
generate an increase in the business of the
private carriers. Lastly, it will be possible
for Blue Cross, and other similar private
organizations, to participate heavily in the
administration of the social security health
program, thus minimizing the growth of the
public administrative agencies in the
various States which are now beginning to
mushroom under the impetus of existing
law.
This amendment will not alter the estab-

lished relationships between physicians and
patients or between patients and medical in-
stitutions. The patient will continue to
choose freely his doctor and hospital. Since
doctors* fees, as such, are not included, the
program constitutes the least possible threat
to the continuing independence of the medi-
cal profession.
The argument has often been voiced that

approval of this proposal means the adoption
of a compulsory medical care program,
whereas the Kerr-Mills bill represents a
voluntary program. But this objection
makes no sense at all. If the compulsion
consists of the tax, how can it be more com-
pulsory to levy the tax upon those who will
receive the benefits, than to levy the tax
generally upon all of the people, many of
whom will not? The cost of either system
is defrayed by taxation, but the social
security tax limits the burden to those
who will receive the benefits.

If, on the other hand, the compulsion is

thought to consist of having to accept the
benefits provided, then the objection rests
upon a misapprehension of the facts, for
anyone eligible for these benefits under so-
cial security is free to refuse them, making
such other arrangements for his care as he
may desire. From either standpoint, then,
the compulsory argument is a baseless one.

If we fail to adopt an insurance-type pro-
gram for financing adequate medical care
for the aging, and thus make permanent
the relief-type approach sanctioned by exist-
ing law, the time will come when we shall
have committed ourselves, beyond recall, to
a steadily expanding system that will even-
tually lead to socialized medicine. Remem-
ber that the Kerr-Mills approach, based
upon revenues derived from general taxation
and involving not only prescribed medicines,
hospitalization, and nursing home care, but
also doctors' fees and such other broader
coverage as each State may decide, contains

all of the essential characteristics of a so-
cialized system. Let no one be fooled that
the "means" test protects against this even-
tuality. For it already varies greatly from
State to State, and inevitably, as tiirie

passes, general coverage will go up, as the
"means" requirements go down. After a
time, the test will become a mockery, even
as the pauper's oath already has become a
mockery in our veterans' hospitals. And
the very thing that the doctors fear the
most will come to pass. The American
Medical Association, which gave the doctors
such poor guidance years ago in connection
with private medical insurance, has once
again failed to grasp the real issue at stake.
As compared to the alternative program

already commenced, the pending amend-
ment involves the least possibility of our
establishing a system of socialized medicine
in this country. It is a unique American
proposal, which uses the insurance method
to solve the real and unresolved problem
of providing adequate medical care for the
aging. It does so in a manner which pre-
serves the prerogatives of both the patient
and his healers, while assuring our elderly
people that they shall be able to live out
their natural lives with the greatest strength
of body and peace of mind that modern
medical science and enlightened social
policy can provide.

Mr. KERR. Mr. President, I move to
lay on the table the amendments offered
by the Senator from New Mexico [Mr.
Anderson], the Senator from New York
[Mr. Javits], and other sponsors, the
pending question.

The VICE PRESIDENT. The ques-
tion is on the motion of the Senator
from Oklahoma.
Mr. KERR. Mr. President, I ask for

the yeas and nays.

The yeas and nays were ordered.

The VICE PRESIDENT. The ques-
tion is on the motion of the Senator
from Oklahoma. The yeas and nays
have been ordered, and the clerk will call

the roll.

The Chief Clerk called the roll.

The result was announced—yeas 52,

nays 48, as follows:

[No. 121 Leg.]

TEAS—52

Aiken Fong Prouty
Allott Fulbright Randolph
Beall Goldwater Robertson
Bennett Hayden Russell
Boggs Hickenlooper Saltonstall
Bottum Hill Scott
Bush Holland Smathers
Butler Hruska Smith, Maine
Byrd, Va. Jordan Sparkman
Capehart Kerr Stennis
Carlson Long, La. Talmadge
Cotton McClellan Thurmond
Curtis Miller Tower
Dirksen Monroney Wiley
Dworshak Morton Williams, Del.
Eastland Mundt Young, N. Dak.
Ellender Murphy
Ervin Pearson

NAYS—48

Anderson Gruening McCarthy
Bartlett Hart McGee
Bible Hartke McNamara
Burdick Hickey Metcalf
Byrd, W. Va. Humphrey Morse
Cannon Jackson Moss
Carroll Javits Muskie
Case Johnston Neuberger
Chavez Keating Pastore
Church Kefauver Pell
Clark Kuchel Proxmire
Cooper Lausche Smith, Mass.
Dodd Long, Mo. Symington
Douglas Long, Hawaii Williams, N.J.
Engle Magnuson Yarborough
Gore Mansfield Young, Ohio
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So Mr. Kerr's motion to lay on the

table the amendments offered by Mr.
Anderson for himself and other Senators
was agreed to.

Mr. DIRKSEN. Mr. President, I move
to reconsider the vote by which the An-
derson-Javits amendments were tabled.

Mr. KERR. Mr. President, I move to

lay that motion on the table.

The VICE PRESIDENT. The ques-

tion is on agreeing to the motion to lay

on the table the motion to reconsider.

The motion to lay on the table was
agreed to.

Mr. RANDOLPH subsequently said:

Mr. President, I have voted to table the
Anderson-Javits amendment to H.R.
10606 because I am convinced that this

important general welfare measure, in-

cluding the extension of the vital pro-

gram of aid to dependent children of

unemployed parents, will suffer either

demise or intolerable delay in the other
body if sent there by the Senate with the
controversial health-care-for-the-aged
amendment included. This would be a
tragic condition to impose on 12,500 West
Virginia families of unemployed fathers
having dependent children in the homes.
It is a situation which must be avoided
not only for the sake of approximately
45,000 West Virginians, but, also, for

thousands of dependent children and
their unemployed parents in at least 14

other States having aid to dependent
children of the unemployed programs.

This position on my part was a most
difficult one to take because I have been
and continue to be an advocate of health
care for our senior citizens based on the
social security principle. I would vote
for the Anderson-Javits amendment on
its merit as a separate bill or if attached
to a measure which, if defeated or
delayed in the other body, would not
result in the hardships that would be in-
flicted by the death of or extended inac-
tion on H.R. 10606.
Mr. President, perhaps there is no pub-

lic opinion agency or influence in the
United States more dedicated to health
care for the aged than is the Committee
on Political Education, AFL-CIO, other-
wise known as COPE.
The fact is that it was COPE's political

memo No. 15-62 of July 16, 1962, which
convinced me of my prior evaluations
of the probable status of H.R. 10606 in
the other body if the Anderson-Javits
amendment should be attached to the
measure by the Senate. COPE bulletin
No. 15-62 virtually confirms my belief
that if we wish to kill extension of aid
to dependent children of unemployed
parents and bottle up the other worthy
provisions of H.R. 10606, all that is neces-
sary to be done is to add to it the Ander-
son-Javits amendment. I quote as fol-

lows from the COPE bulletin:

The Senate votes this week on a com-
promise health care plan tacked on as an
amendment to a general welfare reform bill.

Even overwhelming success in the Senate

—

and at this point a close vote is predicted

—

would leave health care a rough path to cut
through the legislative jungle.
Approval In the Senate would send the bill

to the House Rules Committee, chaired by
reactionary Howard Smith. Democrat, of
Virginia, who could roost on the bill till

doomsday. If Smith bottles it up, House
Members could file a discharge petition to get
it out of committee, but that requires
support of two-thirds of the Members. Even
then, the bill would only be starting its

travels, and there just isn't time to go the
full route.

That is just one of the honest journa-
istic appraisals of the poor chances H.R.
10606 would have in the other body dur-
ing this final session of the 87th Congress
with an Anderson-Javits type amend-
ment attached.

But, Mr. President, some competent
observers—and I share their views—be-
lieve that the House Ways and Means
Committee, which has primary jurisdic-
tion over this type of legislation and
which, in fact, originated H.R. 10606, will

never permit the measure to be referred
to the House Rules Committee for a rule
on whether or not it could go to a House-
Senate conference. Thus, as the COPE
bulletin seems to admit, the whole bill

will lie dormant in the other body—not
the so-called medicare amendment alone.

If there is one among us who says or
bslieves this could not happen, let him
or her remember the unhappy fate of the
1962 supplemental appropriations meas-
ure which the House Appropriations
Committee would not claim from the
Speaker's desk after it had been amended
by this body. That measure, which in-
cluded among its important items $85
million in small business loan funds, died
a most unnatural death because the
House Appropriations Committee would
neither act on it nor have it moved to
the House Rules Committee as a pre-
requisite to being ordered to conference.
It is my opinion that H.R. 10606, with a
revenue amendment such as the Ander-
son-Javits proposal attached without
the blessing of the House Ways and
Means Committee, doubtless would die
either on the Speaker's desk for want of
authority to be moved elsewhere or with-
in the Rules Committee of the other
body. Thus, ADCU extension and other
worthy provisions of H.R. 10606 would be
inordinately delayed or thoroughly
buried, along with the health care for
the aged amendment.
On the other hand, Mr. President,

without the controversial Anderson-
Javits amendment attached, H.R. 10606
is apparently a noncontroversial bill

—

and a vitally important one to hundreds
of thousands of West Virginians and
citizens—mostly children of other States
in families of unemployed parents and
in foster homes.
At this point in my remarks, I re-

quest indulgence while I quote from a
letter received July 12 from a West Vir-
ginia constituent who resides in the little

mountaintop community of Victor, Fay-
ette County:
Dear Sir: I am' writing you to let you

know how I feel about the ADC program.
Sir.. I am an ex-coal miner and 46 years old

and can't get a job. And I am willing to
work at anything. I have six children and
the oldest is 14 years old. There are four
of them in school.

I have been out of work 3 or 4 years. I
have worked 20 years in the coal mines, but
when they converted to the new method of
mining coal they did not need me any more.

Since I am past 40 years old, no one else
will hire me.
What am I supposed to do? I am willing

to work. I am too old to get a Job and too
young to get a pension. I also can't get
relief because I am able to work. What wiU
become of my family?
The children will have to go to school.

They don't have the clothes or the money
for lunches.
The ADC program was what kept my

children in school last winter and kept us
from starving. If they cut it off what will
become of us?

Mr. President, I need not read further
from the constituent's letter. It is

typical of an increasing number of
equally pathetic communications being
received from desperate parents and
other aroused citizens.

The writer of the letter from which I
quoted is one of 12,500 unemployed
fathers of dependent children in the
State of West Virginia whose benefits
under the program of aid to dependent
children of unemployed parents ceased
as of midnight June 30, 1962.
West Virginia newspapers of Tuesday

morning, July 10, 1962, published the
following Associated Press dispatch from
Charleston:
Governor Barron issued a statement Mon-

day deploring the forced layoff of thousands
of jobless West Virginians who had been
employed on public works projects.
Barron, who is hospitalized at Elkins for

a physical checkup, released the statement
through his office here.
Employment on the State's primary pub-

lic works program, aid to dependent children
of the unemployed (ADCU), was halted
pending action by Congress to extend Fed-
eral participation. More than 12,000 West
Virginians were affected by the suspension.
Barron said: "I am deeply concerned over

the unavoidable layoff of those of our people
who have been providing for their families
through the ADCU program. The plight of
the jobless fathers affected by these unfor-
tunate developments disturbs me more than
I can say."

Barron said his office is making every ef-
fort to speed up congressional approval of
legislation to renew the Federal-State pro-
gram. The Federal Government provided
70 percent of the operating funds for the
program.
The Governor remarked: "When the way

has been cleared by Congress to make money
again available to go with State matching
funds, those on the ADCU rolls in West Vir-
ginia will be returned to their jobs imme-
diately."

These conditions are the consequence
of the failure of this body to act to afford
the other body an opportunity to act on
our amendments to H.R. 10606 before the
temporary aid to dependent children of
the unemployed program expired.

Mr. President, H.R. 10606, passed by
the House in mid-March, was reported
to the Senate by the Finance Committee
on June 14 in ample time to be consid-
ered and passed by this body before the
June 30 expiration date of the temporary
aid to dependent children of the unem-
ployed program. And it was made the
pending business in time to be passed
before June 30.

But H.R. 10606 was held up and se-

lected—in what I consider to have been
a tragic mistake of legislative proce-
dure—as the measure on which the
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health cafe for the aged issue would be

contested. Thus, a noncontroversial

program for the benefit of needy persons

is caught in a stalemate and suffering

already is occurring while an effort is

made to bring another needed program

—

health care for senior citizens—into be-

ing over a route which any realistic leg-

islator must know will not be accepted

in the other body during the life of the

87th Congress.
The decision I have made and the vote

I have recorded represents the personal

responsibility of a Senator. I have been
under the heaviest of pressures not to

vote to table. But I am not interested

in making an empty gesture to our senior

citizens when I feel so convinced that

there will be no action in the other body
this year on the subject that is not gen-

erated by the House Ways and Means
Committee on its own measure. I am
acting in what I construe to be the best

interests of the State I represent and
the thousands of citizens who need the

benefits of a law—not the suffering that

comes from stalemate.
It is my view and my deep conviction

that it is not proper for the ADCU pro-

gram and other worthy public assistance

provisions of H.R. 10606 and their in-

tended beneficiaries to be made victims

of what certainly would be lengthy con-

troversy in this Congress over the so-

called medicare issue.

I earnestly desire that health care be
provided our aged citizens as much as

does any Member. But let us stop

making gestures which complicate the

problems of many citizens and do not

actually solve the problems of any.

Mr. President, I reached the personal
determination that I would not be a party

to compounding the mistake which has
been made in using H.R. 10606 as the

Vehicle for creating further conflict over

both principle and jurisdiction.

Consistent with my longtime espousal

of the principle of providing health care

for the aged under the social security

system, I permitted my name to be listed

among the cosponsors of the pending
Anderson-Javits amendment. But that
was back in June. I did not have any
misgiving about being associated with
the principles of the amendment, but I

did have grave misgiving about the
amendment being offered to H.R. 10606.

I regret that I did not protest more
strongly and that I did not refuse to

cosponsor the amendment to this par-
ticular measure.
When efforts to work out earlier

unanimous-consent agreements failed

and the first one agreed to on July 5 was
for today on the motion to table the
Anderson-Javits amendment, I had the
personal feeling that the provisions of

H.R. 10606 for extension of the ADCU
program and others of real merit were
being seriously jeopardized—that the
whole bill would face indefinite delays
if not total inaction in the other body.
Events of the past 2 weeks—both here

and in West Virginia and in other
States—have served to confirm my
earlier apprehension that the so-called
medicare debate would be protracted and
that distress would be complicated and
compounded among the people forced by

circumstances to rely on aid to depend-
ent children of the unemployed parents
program payments.
Without any forewarning and without

affording the States any opportunity
whatsoever to plan for the impact of a
cessation of the aid to the dependent
children of the unemployed parents pro-
gram, the Senate has created an im-
passe in West Virginia and some other
States and the victims are innocent
people whose only source of funds sud-
denly dried up on July 1, 1962. Many
citizens who had anticipated their aid to

the dependent children of the unem-
ployed parents payments on July 1 now,
17 days later, are still without money to

pay their rents or to buy groceries and
other necessities. In our State it has
become necessary for officials to ask
landlords in some instances to delay evic-

tions in the hope that Congress will act
soon to get aid to the dependent children
of the unemployed parents going again.
West Virginia funds are inadequate to

meet the costs of the $1.5 million a
month aid to the dependent children of
the unemployed parents program with-
out jeopardizing the State's ability to
match its share of the costs of all regular
public assistance programs. In the ab-
sence of a law extending the aid to the
dependent children of the unemployed
parents program we cannot expect State
officials of West Virginia or any other
State to operate on hypothecation.
And in the absence of any indication

whatsoever of when or if the other body
might take action on an amended ver-
sion of H.R. 10606, the States which op-
erate aid to the dependent children of
the unemployed parents programs are in
difficulty and the former aid to the de-
pendent children of the unemployed
parents benefit recipients are made inno-
cent victims.

On July 10, 1962, I discussed these
problems with the chief sponsor of the
pending amendment, Senator Anderson,
of New Mexico. And on July 11 he in-
troduced S. 3521 for himself, the two
Senators from West Virginia, the senior
Senator from Illinois [Mr. Douglas],
and the senior Senator from New York
[Mr. JavitsL It is a bill to amend the
Social Security Act and related provi-
sions to extend for 2 months—to August
31, 1962—the aid to the dependent chil-
dren of the unemployed parents program
and certain other temporary public
assistance plans.

I believe it was sponsored in good
faith. Its purpose was to afford the Con-
gress an opportunity to extend the aid to
the dependent children of the unem-
ployed parents program and others on a
temporary 60-day emergency basis, retro-
active to July 1, 1962, while the regu-
lar legislation (H.R. 10606) continues
through the legislative processes. This
simple extender could ease much dis-

tress—temporarily, at least. But it con-
tinues to languish in the Senate Finance
Committee.

Passage of this temporary bill (S.

3521) , however, would not be retroactive
in West Virginia as to needed benefits on
work-welfare programs because the proj-
ects were stopped on June 30 and there
would be no resumption of payments to

unemployed parents of dependent chil-

dren until the programs are again active.

Mr. President, in the light of events
and conditions which I have described
and because it is my personal conviction
that H.R. 10606 would be in jeopardy if

it reaches the other body with the An-
derson-Javits amendment attached, I

voted reluctantly to table that amend-
ment.

I did so in order to endeavor to help
expedite action in this body and the
other, and in conference on H.R. 10606—

-

the general welfare reform measure. Its

provisions extending aid to dependent
children of the unemployed parents and
other vital public asistance benefits must
be made public law as speedily as possi-

ble.

1 will renew my support for the prin-
ciple of health care for the aged under
social security if it is presented in a
separate bill or as an amendment to a
measure less urgent than is H.R. 10606.

The health care for the aged issue can
be faced another day on another bill

other than H.R. 10606. If this is done
I will be for it, but I will still doubt that
there will be action in the other body on
a health care for the aged plan under
the social security system that does not
originate in the House Ways and Means
Committee.
Mr. President, I am fully cognizant

that many of my friends and supporters,

as well as administration leaders, will

misunderstand my vote. It is my hope,
however, that they will at some future
time more accurately gage my action as

being in the national interest and for

the welfare of West Virginians.
Mr. DWORSHAK. Mr. President, I

voted to table the Anderson-Javits
amendment to the public welfare bill

because I am opposed to placing a medi-
care program under the social security

system. Those who sponsored this pro-
posal at this time without adequate com-
mittee hearings invited opposition and
defeat of efforts to bypass the commit-
tee which would have jurisdiction under
normal procedure.
Mr. President, the Kerr-Mills medicare

plan, approved 2 years ago, is being sabo-
taged by many States which have failed

to take advantage of Federal assistance
in caring for the elderly citizens who
require medical attention and who are
unable to provide it themselves. In
Idaho the Kerr-Mills program is work-
ing satisfactorily, according to reports

from the State and the Governor, and
I can see no justifiable reason for making
a change at this time.

I ask unanimous consent to have
printed at this point in my remarks an
editorial entitled, "Kerr-Mills Bill—Why
Not Try It?" published July 2, 1962, in

the Post-Register at Idaho Falls, Idaho.

There being no objection, the editorial

was ordered to be printed in the Record,
as follows

:

Kerr-Mills Bill—Why Not Try It?

The Associated Taxpayers of Idaho re-

cently deplored the jettisoning of an exist-

ing joint Federal-State medical program for

the aged if the King-Anderson bill is passed
by Congress.

The point is well taken. The Kerr-Mills
bill has been adopted by Idaho and other
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States in an effort to meet the real problem
of nigh medical expenses with which many
elderly people simply cannot cope. But the
Kerr-Mills program has hardly been given an
opportunity to operate before the medicare
protagonists want to scrap it.

There is some talk of continuing the Kerr-
Mills measure as a supplement. But there is

growing concern that it would be discarded
once King-Anderson is approved.
Max Yost, executive manager of the tax-

payers organization of the State, noted this

week that the Kerr-Mills program has not
had an adequate trial period, that available

statistics are inadequate to prove the pro-
gram should either be retained or scrapped
or modified.
Yost pointed out an extraordinary paradox

in the thinking of compulsory medical care

tied to social security

:

"Opponents of the social security approach
argue that Kerr-Mills has not had a sufficient

trial; administration spokesmen object to it

as costly, particularly to the States, but they
would keep it in operation.

"If retention rather than abandonment of

the Kerr-Mills proposal comes about when
a social security supported bill passes, it

would make the King-Anderson bill the most
costly, overall, of all the pending proposals.

It would require a social security tax in-

crease; it would keep Kerr-Mills as a supple-
mental program, and require continued par-
ticipation by Idaho. And, by virtue of the
limited benefits provided, would require
beneficiaries in many Instances to bear a sig-

nificant proportion of medical care costs."

King-Anderson proponents should be
called upon to explain specially why the
Kerr-Mills bill will not meet the problem,
why they are so anxious to junk it before an
adequate test.

SENATE July 17

PUBLIC WELFARE AMENDMENTS OF
1962

The Senate resumed the considera-
tion of the bill (H.R. 10606) to extend
and improve the public assistance and
child welfare services programs of the
Social Security Act, and for other pur-
poses.

Mr. LONG of Louisiana. Mr. Presi-
dent, I call up my amendment 6-20-
62—A.
The Legislative Clerk. At the end

of the bill it is proposed to add the
following

:

COVERAGE OF POLICEMEN IN LOUISIANA UNDER
TITLE II OF THE SOCIAL SECURITY ACT

Sec. 203. Section 218(p) of the Social Se-
curity Act is amended by inserting "(1)"
immediately after "(p)," and by adding at
the end thereof the following new para-
graph:

"(2) The agreement with the State of
Louisiana may, notwithstanding the pro-
visions of subsection (d)(5)(A) and the
references thereto in subsections (d) (1) and
(d)(3), be modified pursuant to subsection
(c) (4) to apply to service performed by
employees of such State or any political sub-
division thereof in any policeman's position
covered by a retirement system in effect on
or after the date of enactment of this sub-
section, but only upon compliance with the
requirements of subsection (d) (3) . For the
purposes of the preceding sentence, a retire-

ment system which covers positions of
policemen and other positions shall, if the
State of Louisiana so desires, be deemed to
be a separate retirement system with respect
to the positions of such policemen."

Amend the table of contents by inserting
at the end of the matter describing the con-
tents of title n of the bill the following:

''Sec. 203. Coverage of policemen in Louisia-
ana under title n of the So-
cial Security Act."

The VICE PRESIDENT. The ques-
tion is on agreeing to the amendment of

the Senator from Louisiana.

Mr. LONG of Louisiana. Mr. Presi-
dent, the amendment would merely per-
mit the policemen of Louisiana to elect,

if they choose to do so, to come under
the social security system. There is

much precedent in other States for such
action. I believe the Senator in charge
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of the bill is willing to accept the amend-
ment.
Mr. KERR. Mr. President, as I

understand the amendment of the Sena-
tor from Louisiana, it would provide the
same opportunity to the policemen of
Louisiana which has been made avail-

able in other States from time to time.

Mr. LONG of Louisiana. Mr. Presi-
dent, I ask unanimous consent to have
printed at this point in the Record a
brief explanation of the amendment.
There being no objection, the expla-

nation was ordered to be printed in the
Record, as follows:

Brief Explanation of Amendment Permit-
ting the Extension of Social Security
Coverage Under Title II of the Social
Security Act to Policemen in the State
of Louisiana

The Social Security Amendments of 1954,
which made old-age and survivors insurance
coverage available to most employees under
State or local retirement systems, continued
the exclusion of policemen and firemen.
Since 1954 the Social Security Act has been
amended at various times to permit specified
States to extend social security coverage to
policemen and firemen who are under State
or local retirement systems, until at present
17 States may provide such coverage. The
proposed amendment would permit Louisi-
ana to cover policemen on the same basis
permitted in the 17 States now named in
the law. The amendment would not apply
to firemen in Louisiana; they would continue
to be excluded under the Federal law.
Under the proposed amendment the State

of Louisiana could modify its coverage agree-
ment with the Secretary of the Department
of Health, Education, and Welfare to extend
social security coverage, under the estab-
lished referendum procedure, to policemen
employed by the State, or to those employed
by other political subdivisions—cities, par-
ishes, etc.—of the State. Under this referen-
dum procedure, coverage may be extended to
the retirement system group involved only if

the majority of those eligible to vote indi-
cate in a secret referendum that they desire
coverage. Upon a favorable vote, all mem-
bers of the group in positions covered by
the State or local system could be covered
under social security, including persons who
are ineligible to become participating mem-
bers of the system. Where policemen are in
a retirement system with other classes of
employees they may, at the option of the
State, hold a separate referendum and be
covered as a separate group.

Mr. KERR. Mr. President, I urge the
adoption of the amendment.
The VICE PRESIDENT. The question

is on agreeing to the amendment of the
Senator from Louisiana.
The amendment was agreed to.

The VICE PRESIDENT. The bill is

open to further amendment.
Mr. CLARK. Mr. President, I call up

my amendment 7-13-62—B.
The VICE PRESIDENT. The amend-

ment of the Senator from Pennsylvania
will be stated.

The Legislative Clerk. At the ap-
propriate place in the bill it is proposed
to insert the following new section

:

Sec. — . (a) Subsection (c) of section 211
or the Social Security Act is amended (1)
by striking out "or" at the end of para-
graph (4), (2) by striking out the period
at the end of paragraph (5) and inserting
in lieu thereof "; or", and (3) by adding
after paragraph (5) the following new
paragraph

:

"(6) The performance of 6ervice by an
individual during the period for which an
exemption approved under section 1402(h)
of the Internal Revenue Code of 1954 is In
effect."

(b) Subsection (c) of section 1402 of the
Internal Revenue Code of 1954 is amended
(1) by striking out "or" at the end of
paragraph (5) and inserting in lieu thereof
"; or ", and (3) by adding after paragraph
(5) the following new paragraph:
"(6) the performance of service by an

individual during the period for which an
exemption approved under section 1402(h)
is in effect."

(c) Section 1402 of the Internal Revenue
Code of 1954 is amended by adding at the
end thereof the following new subsection:

"(h) Members or Adherents of Certain
Religious Faiths.—

"(1) Exemption.—Any individual who is

a member or adherent of a recognized re-

ligious faith whose established "tenets or
teachings are such that he cannot in good
conscience without violating his faith accept
the benefits of insurance, such as those
provided by the insurance system established
by title II of the Social Security Act, may
so certify in an application filed with the
Secretary of Health, Education, and Welfare
(in such form and manner as may be pre-
scribed by regulations made under this
chapter) requesting exemption from such
title II insurance extended to service per-
formed by him in his trade or business.
Upon findings by the Secretary that such
applications was made in good faith and
that the members of such religious faith
make adequate provision for elderly mem-
bers of the faith to prevent them from be-
coming public wards in their old age, the
application shall be approved and the in-
dividual exempted from coverage in the old-
age and survivors insurance program.

"(2) Effective period of exemption.—
An exemption pursuant to this subsection
shall be effective for the taxable year in
which it is approved and all succeeding
taxable years, except that no such exemp-
tion shall be effective for any taxable year
which ends before the date of enactment of
this subsection."

The VICE PRESIDENT. The ques-
tion is on agreeing to the amendment of
the Senator from Pennsylvania.
Mr. CLARK. Mr. President, a parlia-

mentary inquiry.
The VICE PRESIDENT. The Sena-

tor will state it.

Mr. CLARK. Is the Senate operating
on limited time?
The VICE PRESIDENT. Under the

agreement, 30 minutes is allotted to each
side.

Mr. CLARK. Mr. President, I yield
myself 5 minutes.
The VICE PRESIDENT. The Sena-

tor from Pennsylvania is recognized for
5 minutes.
Mr. CLARK. Mr. President, the spon-

sors of the amendment are a group of
Senators not usually found together in
sponsoring legislation. They include, in
addition to myself, the able Senator from
Arizona [Mr. Goldwater] and the able
Senators from Ohio [Mr. Lausche and
Mr. Young].
The purpose of the amendment is to

right what we consider an injustice, in
terms of civil liberties, to a very small
group of people, the Amish sect, of whom
a number reside in my Commonwealth.
The amendment would give certain
members of the Amish faith and others,
if any, with similar religious scruples

against receiving social security bene-
fits, an optional exemption from the so-
cial security laws under stated condi-
tions.

The amendment would permit those
who, because of their religious belief,

have been in opposition to all insurance
benefits, including social security bene-
fits, to file an application for exemption
with the Secretary of HEW certifying

the basis of their objection to old-age
and survivors insurance.

If the Secretary finds that the appli-
cation was filed in good faith and that
the religious faith in question makes
adequate provision for its elderly mem-
bers to prevent them from becoming pub-
lic wards in their old age, he will ap-
prove the application for exemption.
The U.S. Government should not re-

main in the unenviable position of hav-
ing to enforce social security laws against
Amish citizens in violation of their reli-

gion. The Byler case was a case in point.

In April of 1961 three horses belonging
to Valentine Y. Byler, of New Wilming-
ton, Pa., were seized and sold by the In-
ternal Revenue Service to meet Mr. By-
ler's unpaid social security self-employ-
ment tax. Mr. Byler, a farmer, is an
adherent of the Amish faith, which
teaches its members to avoid insurance in
any form. He therefore declined to pay
his social security tax in the years 1956-
59, although he quite properly reported
the tax on his returns for those years.
The Commissioner of Internal Revenue
subsequently indicated his agency had
no choice but to enforce collection of Mr.
Byler's tax, which amounted with inter-
est to $308.96. Present law, the Com-
missioner explained, does not permit to
laymen any exception from the social se-
curity-tax obligation because of religious

conviction.
Members of the clergy are presently

given optional coverage under social se-
curity, and conscientious objectors can
obtain exemptions from the selective
service laws.
My amendment has been revised to

meet most of the significant adminis-
trative objections of prior proposals. In
its present form there is every reason
to believe that it will apply only to a few
hundred Amish farmers, since virtually
no other group would qualify under the
limitations contained in the amend-
ment. The Internal Revenue Service ad-
vises that its Philadelphia, Pittsburgh,
and Cleveland offices have only 595
Amish social security delinquent ac-
counts open at this time.

I point out that in order to obtain the
exemption, the religious faith must op-
pose all forms of insurance benefits, oth-
er than liability insurance required by
law. As far as is known only the old
order Amish have such beliefs that all

insurance benefits are against the word
of God.
The insurance coverage must amount

to an actual violation of religious faith,

not just an inconvenience or a prefer-
ence for another form of protection.

The amendment is limited in scope
to the self-employed. Virtually all

Amish are in this category. The admin-
istrative problems which would exist if
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the exemption applied to all employees
are avoided.
The Secretary just find that the mem-

bers of the religious faith "make ade-
quate provision for elderly members of

the faith to prevent them from becom-
ing public wards in their old age." The
Amish maintain a fund for the needy of

the Amish faith and care for their elder

members quite satisfactorily.

The amendment would not affect very
many people. It is not a "foot in the

door" amendment for a large number of

religious sects. It is merely the exten-

sion of justice and fairness to a group
of honest and conscientious people who
believe in all sincerity that it is wrong to

accept insurance benefits.

The bill would remove all benefits of

the social security law for persons of the
Amish faith who chose to apply for ex-

emption and whose applications for ex-
emption were approved.

It would not cost the taxpayer any
money. It is only an act of simple jus-

tice. I urge the sponsor and the Senator
in charge of the bill to accept the amend-
ment.

Mr. LAUSCHE. Mr. President, will

the Senator yield?
Mr. CLARK. I am happy to yield to

the distinguished Senator from Ohio as
much time as he desires.

Mr. LAUSCHE. Mr. President, I am
a joint sponsor of the amendment with
the senior and junior Senators from
Pennsylvania [Mr. Clark and Mr.
Scott], the junior Senator from Arizona
[Mr. Goldwater], and my colleague
from Ohio [Mr. Young].

Several months ago the Amish people
of Pennsylvania and Ohio—and I believe

some of New York—together with the
Senators from Pennsylvania [Mr. Clark
and Mr. Scott] and I met in the office

of the Internal Revenue Commissioner,
Mr. Caplin. In attendance at that meet-
ing were probably 100 Amish citizens.

They asked for the meeting, hoping that
there might be worked out a plan under
which there would be allowed to them
the full enjoyment of their religious be-
liefs. They proceeded to point out that
under their religious teachings, instilled

in them from their infancy to adulthood,
the principle: "Take care of your own.
Take care of your sick and your incapac-
itated and your aged. That is your re-
sponsibility under moral law."

In that meeting these Amish people,
with great simplicity and no pretence
or falsehood, pointed out that they had
abided by the teachings of their church.
They pointed out that they refused to
accept the benefits of social security;
that even though in some instances they
had been compelled to pay the premiums,
they still would not accept the benefits.
In the discussion, the Internal Revenue
Commissioner, to justify the position
taken by himself, said, "I recognize your
plight. I recognize the strength of the
argument you make. But I want you to
understand that under my oath I am
compelled to abide by the law. My oath
was to the effect that I would uphold the
Constitution of the United States and
enforce the laws that come within my
dominion in this department."

That was a beautiful statement: "I

stand on my oath."
One of these long-bearded bishops of

the Amish church got up and said, "Mr.
Commissioner, you must abide by the
oath of your office. I must abide by the
teachings of my church, and I contem-
plate doing that."

I wish that all Senators had been at
that meeting.
One cannot very well answer that

argument, when he knows that it is one
of the deeply and anciently established
principles of the Amish people. I know
that in Ohio there are some citizens who
feel that the Amish are backward, that
they do not send their children to school
beyond the sixth grade, and that their
schools are principally operated by the
Amish themselves.
However, let us remember that they

have asked for no doles, that they have
asked for no Government support. They
are asking only to be left alone so that
they can work on their farms and take
care of their families and take care of
their aged and their incapacitated.

The VICE PRESIDENT. The time of

the Senator has expired.

Mr. CLARK. I yield 2 additional min-
utes to the Senator from Ohio.

Mr. LAUSCHE. One of these Amish
bishops described how the revenue col-

lector came to his farm to demand the
payment of the unpaid premiums. It is

a rather amusing incident. The Federal
agent came down to the farm, and he
saw the Amish man plowing with a sway-
back horse. He decided that he would
not take the horse that was attached to

the plow. Down in the pasture he saw
a horse that looked much better in
strength. He went down to grab the
good-looking horse, but he could not
catch it. So the Federal agent went up
into the barn and got a bucket of oats,

and ran all over the field trying to at-
tract the horse, but he could not catch
it. I point that out merely to show how
deeply they abide by the teachings of

their church. They say, "We will not be
compelled by law into the breaking of

our teachings."

It is on that basis that they have
asked the Senator from Pennsylvania
and the Senate to modify the social se-

curity law to permit them to become
exempt if they apply for exemption. I

believe the law ought to be changed. It

will strengthen the social security law
if their plea is granted. These people
are not pretenders. They are genuine
in their belief. They have not adopted
their religion to escape this obligation
with respect to social security. It has
been with them from their youth. I

urge my colleagues in the Senate to sup-
port the amendment.
Mr. GOLDWATER. Mr. President, I

am sure that every Senator is aware of
the civic and religious virtues of those
sterling Americans, our good neighbors
of the Amish faith. Though few in
number, they are a shining example of
all the qualities that make both for good
citizenship and spiritual distinction.
Industrious, thrifty, self-reliant, and
self-supporting in the sphere of material

things, they are also firm and sincere
in their religious convictions.

Despite the pressures and temptations
of the surrounding world, they adhere
faithfully to their tradition and to the
tenets of their creed, seeking neither aid
nor favor from outside their own com-
munity. When any of their people are
stricken by disaster or suffer hardship as
the result of the inescapable exigencies of
human existence, they provide the neces-
sary aid and remedies by their own
efforts and from their own resources.
Mr. President, it is my conviction that

the social and economic structure of our
country would be far stronger and
healthier if more of us emulated their
sturdy virtues. The prosperity and self-

reliance of the Amish people are a living
demonstration that the principles on
which our Nation was established by the
Founding Fathers are still viable, that
they continue to be an appropriate guide
for the conduct of our domestic national
affairs despite the drastic changes which
have since occurred both here at home
and throughout the world.
That is why, Mr. President, I feel so

strongly that we must avoid, as far as
possible, doing anything which would
destroy or even weaken the existence
of this exemplary community. That is

the reason I cosponsored the pending
amendment.
Mr. President, it is my understanding

that as part of their religious doctrines,
the Amish people are forbidden to pur-
chase or participate in any form of in-
surance. This appears to be a perfectly
logical corollary of their belief in self-

help and mutual aid, a belief they fully

carry out in their daily lives.

As far as they are concerned, the so-
cial security system is simply another
form of insurance and hence, participa-
tion in it constitutes for them, a viola-

tion of their religious principles. As a
result, we have recently witnessed sev-
eral cases of refusal to pay social secu-
rity taxes by members of the Amish com-
munity in consequence of which part of
their property has been forcibly seized

by the Federal Government. In at least

one instance, the property consisted of

several horses, the seizure of which made
it virtually impossible for their owner
to continue to earn his living as a farmer.

In this connection I should like to call

to your attention that in the ethical

codes of some of our major Western
religions, and generally in the conscience
of civilized mankind, it is regarded as a
breach of morality to deprive a delin-
quent debtor of the tools of his trade, of

the instruments which he must have in

order to earn his livelihood. And, Mr.
President, if I am not mistaken, laws
in many of the States contain provisions
against such seizures. It is a matter of

deep regret indeed to see our Federal laws
requiring us to act in so uncivilized a
manner.
Mr. President, the spectacle of an Am-

ish farmer being penalized for his re-
fusal to disobey his religious principles
and go against the promptings of his

conscience reveals a strange and unjust
paradox in our Federal laws. Mr. Presi-
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dent, when the country is engaged in or

threatened by war, we have never hesi-

tated to impose almost universal con-
scription of adult males for military

service. The conscription laws are based
on the well-nigh unchallenged premise
that in times of danger to the Nation's

survival, every person has an unequivocal
obligation to serve his country even at

the risk of life itself.

But for many years we have recognized

that even this primary and overriding

obligation should not be imposed when to

do so would compel an individual to dis-

obey the genuine dictates of his own
conscience. For the benefit of such
conscientious objectors we have enacted
laws exempting them from military serv-

ice.

Mr. President, is it equitable to relieve

an individual, on grounds of religion or

conscience, from fulfilling the highest

duty which a citizen owes to his country,

while simultaneously denying a similar

privilege to those who, on the same
grounds, feel compelled to disobey the
infinitely lesser obligation of paying cer-

tain taxes, but at the same time rejecting

any benefits such taxes make available

to them?
Mr. President, I simply cannot believe

that the American public, if this matter
were brought to its attention, would
hesitate a moment in giving its over-

whelming support to equality of treat-

ment in these two situations. I am
equally confident that if the pending
amendment becomes law, it will have the
wholehearted approval not only of our
people but of civilized opinion every-
where.
The PRESIDING OFFICER (Mr.

Humphrey in the chair) . The question
is on agreeing to the amendment of the
Senator from Pennsylvania [Mr. Clark] .

The amendment was agreed to.

Mr. KERR. Mr. President, do I cor-
rectly understand that the amendment
of the Senator from Pennsylvania has
been agreed to?
The PRESIDING OFFICER. The

Senator from Oklahoma is correct.

Mr. CLARK. Mr. President, I move
that the Senate reconsider the vote by
which the amendment was agreed to.

Mr. KERR. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

Mr. HARTKE. Mr. President, I offer

the amendment which I send to the desk.
I ask unanimous consent that the read-
ing of the amendment be dispensed with
but that the text of the amendment be
printed in the Record.
The PRESIDING OFFICER. With-

out objection, the reading of the amend-
ment will be dispensed with, and the
amendment will be printed in the
Record.
The amendment is as follows

:

On page 93, line 15, Insert "(If provided in
or after the third month before the month
in which the recipient makes application for
aid)" before "medical care".
On page 94, line 12, insert "(if provided in

or after the third month before the month
in which the recipient makes application for
assistance) " after "care and services".

On page 100, between lines 15 and 16, in-
sert the following:

"STARTING DATE FOB PUBLIC ASSISTANCE IN
FORM OF MEDICAL OR REMEDIAL CARE

"Sec. 156. (a) (1) So much of section 6(a)
of the Social Security Act as precedes para-
graph (1) thereof is amended by Inserting
'(if provided in or after the third month
before the month in which the recipient
makes application for assistance) ' before
'medical care'.

"(2) So much of section 6(b) of such Act
as precedes paragraph ( 1 ) thereof is amended
by inserting '(if provided In or after the
third month before the month in which the
recipient makes application for assistance)'
after 'care and services'.

"(b) So much of section 406(b) of 6uch
Act as precedes clause ( 1 ) thereof is amended
by inserting '(if provided in or after the
third month before the month in which the
recipient makes application for aid)" before
'medical care'.

"(c) Section 1006 of such Act is amended
by inserting '(if provided in or after the
third month before the month in which the
recipient makes application for aid)' before
'medical care'.

"(d) Section 1405 of such Act is amended
by inserting '(if provided in or after the
third month before the month in which the
recipient makes application for aid)' before
'medical care'.

"(e) The amendments made by this sub-
section shall apply in the case of applica-
tions filed after September 30, 1962, under
a State plan approved under title I, IV, X,
or XIV of the Social Security Act."

Mr. HARTKE. Mr. President, this is

a technical amendment. At present, if

an individual applies for medical atten-
tion before the board meets, then during
the period from the time the attention is

given him by his physician until the time
when the board meets, the physician is

not allowed to be paid, under present
law, in certain States.
The amendment would rectify that sit-

uation and permit a doctor to be paid at
the time the service is rendered, rather
than after the time the welfare board
acts.

I understand there is no objection to
the amendment.
Mr. KERR. Mr. President, I have no

objection.
The PRESIDING OFFICER. The

question is on agreeing to the amendment
of the Senator from Indiana.
The amendment was agreed to.

The PRESIDING OFFICER. Are
there further amendments?
Mr. MILLER. Mr. President, the dis-

tinguished Senator from New York [Mr.
Javits] asked that he be notified before
the third reading of the bill, so that he
might possibly offer an amendment.

I suggest the absence of a quorum.
Mr. SMATHERS. Mr. President, the

distinguished Senator from New York
also notified me that he might desire to
have an amendment considered, and
asked that a quorum call be placed prior
to the third reading of the bill.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to call

the roll.

Mr. MILLER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. JAVITS. Madam President, I
send to the desk an amendment which is

offered by me, on behalf of myself and
my colleague [Mr. Keating!.
The PRESIDING OFFICER (Mrs.

Neuberger in the chair). The amend-
ment will be read.
The amendment was read, as follows:

On page 92, In line 19, insert, "(a)" after
"Sec. 1604."

On page 93, between lines 11 and 12, in-
sert the following:

"(b) Any State which is dissatisfied with
the Secretary's action under subsection (a)

or under 1603(c) may appeal to the United
States district court for the district in which
the capital of such State is located 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 no-
tice of appeal shaU be forthwith transmitted
by the clerk of the court to the Secretary, or
any officer designated by him for that pur-
pose. The Secretary shall thereupon file 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 pro-
visions of the Administrative Procedure Act."
On page 100, between lines 15 and 16, in-

sert the following:

"HEARING ON AND JUDICIAL REVIEW OF FEDERAL
ACTION CONCERNING STATE PUBLIC ASSISTANCE
PLANS

"Sec 156. (a) Section 4 of the Social Se-
curity Act is amended by inserting '(a)'
after 'Sec. 4.', and by adding at the end of
such section the following new subsection:

" '(b) Any State which is dissatisfied with
the Secretary's action under subsection (a)
or under section 3(c) may appeal to the
United States district court of appeals for
the district in which the capital of such
State is located 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 file in the court
the record of the proceedings on which he
based his action. The action of the Secre-
tary shall be reviewed by the court (on the
record) in accordance with the provisions of
the Administrative Procedure Act.*

"(b) Section 404 of such Act is amended
by adding at the end thereof the following
new subsection:

" '(c) Any State which is dissatisfied with
the Secretary's action under subsection (a)
or under section 403(c) may appeal to the
United States district court for the district
in which the capital of such State is located
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 trans-
mitted by the clerk of the court to the
Secretary, or any officer desginated by him
for that purpose. The Secretary shall there-
upon file 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.'

"(c) Section 1004 of such Act is amended
by inserting '(a)' after 'Sec. 1004.', and by
adding at the end of such section the follow-
ing new subsection:

" '(b) Any State which is dissatisfied with
the Secretary's action under subsection (a)
or under section 1003(c) may appeal to the
United States district court for the district
in which the capital of such State is located
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 trans-
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mitted by" the clerk of the court to the Sec-

retary, or any officer designated by him for

that purpose. The Secretary shall thereupon
file 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 1

"(d) Section 1404 of such Act is amended
by inserting '(a)' after 'Sec. 1404.', and by
adding at the end of such section the fol-

lowing new subsection:
" '(b) Any State v^iich is dissatisfied with

the Secretary's action under subsection (a)

or under section 1403(c) may appeal to the

United States district court for the district

in which the capital of such State Is located

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 trans-

mitted by the clerk of the court to the

Secretary, or any officer designated by him
for that purpose. The Secretary shall there-

upon file 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.'
"

And make appropriate changes in the

table of contents.

Mr. JAVITS. Madam President, this

is a judicial-review amendment. The
purpose is to bring about a review in the

courts of the United States of any de-

termination made by the Secretary

which relates to withholding money from
any State under the four benefit sections

or provisions of the bill, as to its public

welfare phases.

The State of New York, which my col-

league [Mr. Keating] and I have the

honor to represent, feel very keenly

about this matter; and during the hear-
ings before the Finance Committee a
statement was submitted by Myles B.

Amend, on behalf of the New York State

Board of Social Welfare; and in the

statement we find the following:

First, provision for court review of pro-
posed deductions or penalties where con-
struction of law is involved, as recommended
by the New York Temporary State Commis-
sion To Study Federally Aided Welfare Pro-
grams (1951-53), and more recently by
the Temporary State Commission on Coordi-
nation of State Activities (1961).

That was submitted as one of the
things which would ease the burden of

the situation on the States.

Madam President, let us understand
that the Secretary has absolute plenary
power over the States in regard to these

payments, which are a critically impor-
tant element in connection with the
States' own welfare programs; and I in-

vite attention to section 1604 of the bill,

on page 92, beginning in line 19, as
follows:

Sec. 1604. If the Secretary, after reasonable
notice and opportunity for hearing to the
State agency administering or supervising
the administration of the State plan ap-
proved under this title, finds

—

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

(2) that In the administration of the plan
there Is a failure to comply substantially
with any such provision;

It goes on to say that the Secretary
may notify the State and may stop the
payments under the plan.
There is a deep feeling by the State

of New York and by other States that
this is an arbitrary and plenary power
which would be vested exclusively, and
without any review of any character, in
the Secretary of Health, Education, and
Welfare.

This is not the only situation in which
judicial review is desirable, Madam Pres-
ident. Judicial review is also the rule
in connection with a number of other
programs in which the Federal Govern-
ment aids the States. For example, in
aid to the States for hospital construc-
tion, under the Hill-Burton Act, there is

judicial review if the Surgeon General
refuses to approve a State application
and if the State feels that refusal is

contrary to the law. The same is true
in qonnection with the matching grants
for library services; and judicial review
is also provided for in connection with
agreements concluded by the Secretary
of Labor under the so-called distressed-
area program which we passed not very
long ago; and such review is also pro-
vided for in the case of certain phases
of unemployment compensation under
the relationships between the United
States and the States; and such review
is also provided for in connection with
vocational education and vocational re-
habilitation, where there is sharing of
the programs with the States; and such
review is also provided for in connection
with water pollution control.

It seems to me we should be encourag-
ing the States to take more responsi-
bility, and that we should give, within the
confines of the law, an opportunity for

the expression of the State's initiative

in connection with the development of
its own plan, to entitle it to aid under the
Federal plans provided by this bill, and
that we should not give the Secretary
of Health, Education, and Welfare this

absolute, arbitrary power.
I have discussed this amendment with

the distinguished floor manager of the
bill, who I think certainly would be sym-
pathetic toward the idea of not vesting
such untrammeled, autocratic power in
any Government official; and I under-
stand the feeling of the Senator from
Oklahoma; namely, that he desires to
have the bill go to the other body with
the minimum possible number of amend-
ments, or, if possible, without any
amendment, or, at least, certainly with-
out an amendment which might engender
controversy. I appreciate that feeling
on his part. But I should like to ask him
to realize that this suggestion is not a
pet idea of mine, but is really a deeply
felt and widely entertained view, not only
in New York, speaking through its Com-
missioner of Welfare, but also among a
body of people who have a deep feeling
on this subject and who work with it all

the time; and this feeling is shared by
other States, as shown by the position
taken at the conferences of welfare
officials.

So I shall appreciate it very much if

something can be placed in the Record

at this stage to indicate how we think
such a situation could be resolved, when
a State honestly feels that it lacks free-
dom of initiative and action within the
confines of the law and believes it is not
absolutely restricted to whatever the
Secretary of Health, Education, and Wel-
fare may determine he wants the State
to do in connection with any changes in
its plan. So I shall deeply appreciate
it if the distinguished floor manager of
the bill will express his position on this
subject.

Mr. KERR. Madam President, I am
glad to discuss this matter with the Sen-
ator from New York. As I told him, I
hope the Senate will pass the bill with-
out amendment, or at least without any
controversial amendment, so that the bill

as passed by the Senate may be accepted
by the House, without requiring a con-
ference, in order to expedite congres-
sional action on the bill, because it con-
tains so many provisions which I believe
of great significance and value to all the
States in the Union. It was for that rea-
son that I requested that the Senator
from New York not urge adoption of
the amendment.

I can understand the concern by the
administrators of these programs within
the States in regard to the attitude of
the Secretary of Health, Education, and
Welfare; and many instances have arisen
under the laws in the past, in which
administrators of one of more States
have requested the Congress to provide
relief when there was controversy be-
tween the States and the Administrator
with reference to the interpretation or
administration of the program.

I am sure the Senator from New York
remembers that in 1950 Congress au-
thorized payment under the Pennsyl-
vania and Missouri laws for the blind;
and in 1951, an amendment submitted
by Senator Jenner, of Indiana, author-
ized disclosure of certain information
which was in dispute in Indiana; and in

1961, Congress authorized action with
respect to unsuitable homes, in connec-
tion with a situation which had arisen

in Louisiana, Mississippi, Michigan, and
so forth, by providing for a moratorium
on Federal action, under a ruling by Sec-
retary Flemming.
With reference to misunderstandings

or controversies that arise, it is my hope
that action would first be sought, in the

Congress. In the event that relief could
not be obtained through legislation,

where a case was made out to be worthy,
then I think it would be well to give

serious consideration to the enactment of

legislation providing a judicial review
with reference to the interpretation of

the laws of the Congress.

As one member of the Finance Com-
mittee, I would be glad at any time to

request the committee to have hearings
with reference to any matter that was of

concern to him or other members of the
committee, in the hope that we might
explore the possibility of obtaining, either

administratively or by legislation, such
relief as would be indicated by situations

which were meritorious and worthy.
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As of this time, however, without
further deliberation by the committee
and further study of the problem, it

would seem to me that we would not be
justified in setting up a system of judi-

cial review of decisions and actions of

the administrator of the program.
Mr. JAVTTS. The Senator has opened

the window for me, and I would like, if

I might, to get the problem in focus for

the purpose of this discussion. The
Senator knows as well as I do that I

would not press such an amendment in

the face of the Senator's objection, nor
could I expect the Senate to approve it.

That is quite proper. The Senator is in

charge of the bill, and it is not the kind
of amendment that I should press for.

The Senator is in charge of the bill on
the floor, and although he cannot bind
the committee, what he would say about
it would have great effect. May I ask
the Senator this question? We are talk-

ing about States. If a State, through its

Senator, requested, as a matter of legis-

lative oversight by the Finance Commit-
tee, a review of a decision by the Depart-
ment of Health, Education, and Welfare
of a particular determination which it

felt was unjust, would the Senator have
the right to assure his State that there
was a real assurance that it would get
the review—at least, that it would get a
hearing before a proper committee of

the Senate to review what a State—not
an individual Senator—felt was an un-
fair determination by the Secretary?
Mr. KERR. So far as I am concerned,

I would urge to the Finance Committee
such a response to a request the Senator
has indicated he might attempt. The
Senator from Delaware [Mr. Williams]
is the ranking Republican member of

the committee. I shall be glad to have
him say if he does not agree with me in

the firm belief that, without the slightest

difficulty or delay, such a hearing would
be accorded by the Finance Committee.
Mr. WILLIAMS of Delaware. Madam

President, if the Senator will yield, I am
glad to join the Senator from Oklahoma
in giving the assurance to the Senator
from New York that the committee would
give consideration to it.

Mr. JAVITS. I am grateful to my col-

leagues.
Unless the Senator from Oklahoma

wishes to use any of his time, I am pre-
pared to withdraw the amendment, on
the basis of the colloquy which the Sena-
tor has accorded to me.
The PRESIDING OFFICER. The

amendment is withdrawn.
The bill is open to further amendment.
If there be no further amendment to

be proposed, the question is on the third

reading of the bill

Mr. MANSFIELD. Madam President,
it is with deep personal interest in the
Nation's welfare programs that I speak
today, for I represent a State in which
some of its important work centers are
today suffering from mass unemploy-
ment at rates ranging up to 12 percent
and more. The historic provisions of

this year's amendments to the welfare
laws dealing with retraining and re-
habilitation are so timely, not only for

their humanitarian purposes, but for

the effectiveness with which they will

come to grips with many aspects of un-
employment at the root of the problem.

This year's amendments to the Na-
tion's public welfare programs embody
an exciting new principle which is at

once humanitarian and practical. Ever
since the first administration of Frank-
lin Roosevelt, Congress has sought to

legislate reforms which would, in the
words of the statute now on the books,

give social security to those whose fu-
ture was anything but sure and bright,

without impairing the sense of inde-
pendence or of initiative of our citizens.

The social security and welfare pro-
grams of the New Deal are among the
greatest legacies of a great reform
President. It is not a criticism of them,
or of him, but rather a credit to their

success that the President and the Con-
gress seek now, more than 25 years after
the passage of the Social Security Act, to
expand the purpose of our welfare pro-
grams so as to return as many Ameri-
cans as possible to active roles in society,

and to lengthen their productive years.

A view, which holds that recipients of

welfare aid must, by destiny, be forever
recipients of welfare aid, is essentially

pessimistic, and essentially static. The
view which holds that men seek to be
productive, and give up their dependence
only when the circumstances of society
destroy all opportunities, is essentially
optimistic, for it holds that those cir-

cumstances can be removed, and those
opportunities restored. That is the view
I hold.

Madam President, H.R. 10606 author-
izes the President's request for retrain-
ing and rehabilitation programs as a part
of the minimum standard services of
welfare programs in which the Federal
Government participates. The Depart-
ment of HEW's estimate of the cost of
these new services for the next fiscal year
is $40.8 million. In addition, this legis-

lation maintains the 1961 increase of $1
in Federal assistance to the aged, the
blind, and the disabled, and adds an-
other $4 increase effective October 1,

1962, bringing the Federal share of so-
cial security payments on the maximum
monthly average up to $70 per recipient.

The child welfare program, now set at
$25 million a year, is increased by $5
million for next year, and then graduated
by annual $5 million increases up to $50
million a year for 1969 and thereafter.
Madam President, as a Democrat who

takes pride in our party's record of pro-
gressive reform thinking, and as an
American impressed with the bipartisan
faith in the value and future of this

country's welfare programs, and as a
Senator from Montana intimately ac-
quainted with the heartbreaking effects

of mass unemployment in the mines and
lumber mills of the Northwest, I take
pride in voting for this legislation, for
it truly represents an investment in the
future productivity of million of Ameri-
cans.
Mr. JAVITS. Madam President, will

the Senator yield me 2 minutes on the
bill?

Mr. MANSFIELD. I yield to the Sen-
ator from New York.
Mr. JAVITS. The Senator from New

Mexico [Mr. Anderson], who does not

happen to be on the floor at the present
time, and I fought what I considered to
be a very good fight. I congratulate our
gallant opponent, the Senator from
Oklahoma [Mr. Kerr] , on his victory in

respect to the amendments.
It is my deep conviction, and I would

not be true to myself if I did not say so,

that the Senator from New Mexico and
I and our other colleagues have arrived
at a truly balanced plan which can op-
erate within the concept of the American
private enterprise tradition and yet un-
der social security financing.

I feel its adoption is inevitable.

Nothing which has occurred has con-
vinced me or the country that the mani-
fest need, for which there is a national
responsibility, has been met.

For myself, I will willingly and hap-
pily engage in this struggle, for it will

continue, with the Senator from New
Mexico, in the hope that we may do bet-

ter on another day. It is my deep con-
viction that that day will not be too long
distant.

I thank the Senator for yielding to me.
The PRESIDING OFFICER. The

bill is open to further amendment.
Mr. WILEY. Madam President, I call

up my amendment identified as "7-11-
62—A."

The PRESIDING OFFICER. The
amendment offered by the Senator from
Wisconsin will be stated.
The Chief Clerk. It is proposed to

insert the following at the proper place

:

USE OF PAYMENTS FOR BENEFIT OF CHILD

Sec. 107. (a) Section 405 of the Social
Security Act is amended to read as follows:

"USE OF PAYMENTS FOR BENEFIT OF CHILD

"Sec 405. Whenever the State agency has
reason to believe that any payments of aid
to families with dependent children made
with respect to a ohild are not being or may
not be used in the best interests of the child,

the State agency may provide for such coun-
seling and guidance services with respect to
the use of such payments and the manage-
ment of other funds by the relative receiving
such payments as it deems advisable in order
to assure use of such payments in the best
interests of such child, and may provide for

advising such relative that continued failure

to so use such payments will result in sub-
stitution therefor of protective payments as
provided under section 406(b) (2) , or in seek-
ing appointment of a guardian or legal rep-
resentative as provided in section 1111, or in
other action authorized under State law
which is deemed necessary to protect the
interests of such child; and any such action
taken by the State agency pursuant to such
State law, other than denial of such pay-
ments with respect to such child while in
the home of such relative, shall not serve as
a basis for withholding funds from such
State under section 404 and shall not pre-
vent such payments with respect to such
child from being considered aid to families
with dependent children."

Mr. WILEY. Madam President, this

is an amendment that I have been re-
quested to present in the interest of

the children themselves. In many in-
stances funds which have been made
available for a child have been misap-
propriated or misused by the parents.

I understand the committee had a
similar amendment before it, and re-

jected it. However, it appeared to me
that this was a matter of public policy,

and those who have asked me to present
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this amendment feel Just that way. So
I have offered the amendment.

I have spoken to the chairman of the
committee. I would like to have him take

the amendment to conference, if there is

a conference, so that it can be con-
sidered by the conferees.
Mr. KERR. Madam President, I ap-

preciate very much the attitude of the

Senator from Wisconsin in offering this

amendment. His purpose is a laudable

one—to provide additional safeguards

that the money being provided for aid

to dependent children will be more cer-

tainly spent for their needs.
However, the bill has section 108 in it,

which is new legislation, and which pro-
vides a number of safeguards which have
for their purpose the achievement of the

same objective which is in the mind of

the distingiushed Senator from Wis-
consin.
However, an identical amendment was

before the Finance Committee. The
Secretary of the Department of Health,

Education, and Welfare, the distin-

guished Mr. Ribicoff, made it very plain

that in his judgment the protective pay-
ments provision in section 108 is a specific

answer to the problem envisioned by
this amendment, and that section 108

has essential safeguards and fair play
provisions.
After full hearings, with many wit-

nesses heard both for and against this

amendment, the Finance Committee took
adverse action.

Therefore, Madam President, I have
no choice. I urge my good friend to

withdraw the amendment, or else I shall

be forced to ask that it be rejected.

Mr. WILEY. Madam President, in

view of the statement made by the dis-

tinguished Senator, which in itself is art

assurance that there is adequate au-
thority in the bill to protect not only the
public interest, but also the interest of

the child for whom the funds are to be
provided, I shall not insist on a vote on
the amendment. I withdraw the amend-
ment.
Mr. KERR. I thank the Senator. I

say to him further that if the language
contained in section 108 in the bill proves
to be inadequate to meet the problem to
which the Senator has referred and to
which his amendment is addressed, I

shall join him in seeking to find a more
effective way to do exactly what he has
in mind for these children.
Mr. WILEY. I thank the Senator.
The PRESIDING OFFICER. The

amendment has been withdrawn.
AID TO DEPENDENT CHILDREN OF UNEMPLOYED

PARENTS

Mr. BYRD of West Virginia. Mr.
President, with each passing day we are
becoming more aware of the pressing
need for enactment of H.R. 10606, be-
cause it affects a number of welfare pro-
grams which expired on June 30. I am
particularly concerned with one of these
expired programs—that which authorizes
Federal participation in State programs
of aid to dependent children in cases
where the parent, who is the family wage
earner, is unemployed.

Prior to enactment of Public Law 87-
31 last year, aid to dependent children

funds could go only to children who were
deprived of parental support or care by
reason of the death, continued absence
from home, or the physical or mental
incapacity of a parent. Public Law 87-

31 authorized the States to set up tem-
porary programs during the period May
1, 1961, to June 30, 1962, extending ADC
payments to children in need because of

the unemployment of a parent.

A total of 15 States—including my own
State of West Virginia—responded to

the authorization granted by Congress
and put into effect programs of aid to de-

pendent children for children of unem-
ployed parents. Many more States

would have adopted such programs, no
doubt, if the period of Federal participa-

tion had been longer than 14 months.
As to the results of the program, I can

only speak for the State of West Virginia.

But in the short period that the law was
in effect it produced highly successful

and praiseworthy results. It has pro-
vided support, and the respect that goes
with useful employment, to more than
15,000 West Virginia recipients compris-
ing more than 52,000 persons.
In my State, payments received under

the aid to dependent children of the un-
employed is not looked upon as a dole.

Under West Virginia regulations govern-
ing ADCU, the recipient husband and
father is obliged to work on approved
public works projects. Thus, the re-

cipient earns every penny that is paid to

him.
The need for the ADCU program in

West Virginia is especially critical, for

we are still faced with the problem of
long-term unemployment. Prospects for

job opportunities in private industry,
while gradually improving, do not, at
this time, hold out sufficient hope for a
substantial reduction in unemployment.
Thus, the public works jobs available to

ADCU recipients are not only a means of
providing employment to many persons,
but of providing useful services to the
State, to counties, and to municipalities.

The ADCU program in West Virginia
has been singularly successful in inspir-
ing new hope and aspirations in the
hearts of many persons in my State. It

has made the unemployed father feel

like a breadwinner again, and it has been
a cohesive force for renewed family
strength.

The ADCU program has been good for
West Virginia in many respects. It has
been the vital force behind Gov. W.
W. Barron's statewide cleanup cam-
paign, and it has also been responsible
for many improvements in our State
parks and forests, for tourists and in-
state vacationers. The program has also
made possible the accessibility of here-
tofore unapproachable areas of scenic
beauty to all who wish to see more of
the grandeur of West Virginia's hills.

In effect, this work will encourage tour-
ism in the State, and thus eventually
provide new employment opportunities
in the private sector.

There is another provision of H.R.
10606 which ties in with the extension
of the ADCU program. This is the pro-
vision authorizing Federal participation
in community work and training pro-

grams for ADC recipients 18 years old
and over. These work and training pro-
grams for able-bodied adults are highly
desirable in offering such persons an op-
portunity to render service to the com-
munity which offers them assistance, as
well as to develop or acquire new work-
ing skills.

A committee amendment adopted on
the floor of the Senate on July 3, would
make the community work and training
provisions of the bill effective retroac-
tively to July 1, 1961. This amendment
would do more than allow payment to

those States—like West Virginia

—

which utilized community work and
training programs in the past in the
same manner as the bill authorizes for

the future.
Mr. President, H.R. 10606 should not

be delayed any longer. Its passage is

extremely important to many people in

West Virginia who have come to know
a better life because they were not
forced to sit in idleness, and were given
a chance to engage in productive work.
The PRESIDING OFFICER. The bill

is open to further amendment. If there
be no amendment to be proposed, the
question is on the engrossment of the
amendments and the third reading of

the bill.

The amendments were ordered to be
engrossed and the bill to be read a
third time.

The bill (H.R. 10606) was read the
third time, and passed.

Mr. MANSFIELD. Madam President,

I move to reconsider the vote by which
the bill was passed.

Mr. KERR. Madam President, I move
to lay that motion on the table.

The PRESIDING OFFICER. The
question is on agreeing to the motion to

lay on the table the motion to reconsider.

The motion to lay on the table was
agreed to.

Mr. KERR. Madam President, I

move that the Senate insist upon its

amendments, request a conference with
the House of Representatives thereon,
and that the Presiding Officer appoint
the conferees on the part of the Senate.

The motion was agreed to; and the
Presiding Officer appointed Mr. Byrd of

Virginia, Mr. Kerr, Mr. Long of Louisi-

ana, Mr. Williams of Delaware, and Mr.
Carlson conferees on the part of the

Senate.

Mr. PROXMIRE. Madam President,

I ask unanimous consent that H.R. 10606,

the welfare bill, be printed as passed,

with the Senate amendments numbered.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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4 Act of 1962".
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1 FINDINGS AND DECLARATION OF PURPOSE

2 Sec. 2. (a) The Congress hereby finds that (1) the

3 heavy costs of hospital care and related health care are a

4 grave threat to the security of aged individuals, (2) most

5 of them are not able to qualify for and to afford private in-

6 surance adequately protecting them against such costs, (3)

7 many of them are accordingly forced to apply for private or

8 public aid, accentuating the financial difficulties of hospitals

9 and private or public welfare agencies and the burdens on

10 the general revenues, and (4) it is in the interest of the

11 general welfare for financial burdens resulting from hospital

12 services and related services required by these individuals

13 to be met primarily through social insurance.

14 (b) The purposes of this Act are (1) to provide aged
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2 individuals entitled to benefits under the old-age, survivors,

2 and disability insurance system or the railroad retirement

3 system with basic protection against the costs of inpatient

4 hospital services, and to provide, in addition, as an alter-

5 native to inpatient hospital care, protection against the costs

6 of certain skilled nursing facility services, home health serv-

7 ices, and outpatient hospital diagnostic services; to utilize

8 social insurance for financing the protection so provided ; to

9 encourage, and make it possible for, such individuals to pur-

10 chase protection against other health costs by providing in

11 such basic social insurance protection a set of benefits which

12 can easily be supplemented by a State, private insurance, or

13 other methods; to assure adequate and prompt payment on

14 behalf of these individuals to the providers of these services;

15 and to do these things in a manner consistent with the dignity

16 and self-respect of each individual, without interfering in

17 any way with the free choice of physicians or other health

18 personnel or facilities by the individual, and without the ex-

19 ercise of any Federal supervision or control over the prac-

20 tice of medicine by any doctor or over the manner in which

21 medical services are provided by any hospital; and (2) to

22 provide such basic protection, financed from general revenues,
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^ to those persons who are now age 65 or over or who will

2 reach age 65 within the next several years and who are not

3 eligible for benefits under the old-age, survivors, and dis-

4 ability insurance or railroad retirement systems.

5 (c) It is hereby declared to be the policy of the Con-

q gress that skilled nursing facility services for which pay-

7 ment may be made under this Act shall be utilized in lieu

8 of inpatient hospital services where skilled nursing facility

9 services would suffice in meeting the medical needs of the

10 patient, and that home health services for which payment

11 may be made under this Act shall be utilized in lieu of in-

12 patient hospital or skilled nursing facility services where

13 home health services would suffice.

14 (d) It is further declared to be the policy of the Con-

15 gress that no individual who receives aid or assistance (in-

16 eluding medical or any other type of remedial care) under

17 a State plan approved under title I, IV, X, XIV, or XVI

18 of the Social Security Act shall receive less benefits or be

19 otherwise disadvantaged by reason of the enactment of this

20 title.

21 TITLE I—HEALTH INSURANCE BENEFITS FOR

22 THE AGED

23 BENEFITS

24 Sec. 101. The Social Security Act is amended by adding

25 after title XVI the following new title:



x
"TITLE XVII—HEALTH INSURANCE BENEFITS

2 FOR THE AGED

3 PROHIBITION AGAINST INTERFERENCE

4 "Sec. 1701. (a) Nothing in this title shall be construed

5 to authorize any Federal officer or employee to exercise any

6 supervision or control over the practice of medicine or the

7 manner in which medical services are provided, or over the

8 selection, tenure, or compensation of any officer or employee

9 of any hospital, skilled nursing facility, or home health

10 agency ; or to exercise any supervision or control over the

11 administration or operation of any such hospital, facility, or

12 agency.

13 "(b) Nothing contained in this title shall be con-

14 strued to preclude any State from providing, or any individual

15 from purchasing or otherwise securing, protection against the

16 cost of health or medical care services in addition to those

17 for which payment may be made under this title.

18 "FREE CHOICE BY PATIENT

19 "Sec. 1702. Any individual entitled to have payment

20 made under this title for services furnished him may obtain

21 inpatient hospital services, skilled nursing facility services,

22 home health services, or outpatient hospital diagnostic serv-

23 ices from any provider of services with which an agreement

24 is in effect under this title and which undertakes to provide

25 him such services.
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1 "description of services

2 "Sec. 1703. For purposes of this title—

3 "Inpatient Hospital Services

4 " (a) The term 'inpatient hospital services' means

5 the following items and services furnished to an inpatient in

6 a hospital and (except as provided in paragraph (3) )
hy

7 such hospital

—

8 "(1) bed and board (subject, however, to the

9 limitations in section 1709(c) and (d) on the amount

10 which is payable with respect to certain accommoda-

11 tions)

,

12 "(2) such nursing services and other related serv-

13 ices, such use of hospital facilities, and such medical

14 social services as are customarily furnished by such

15 hospital for the care and treatment of inpatients, and

16 such drugs, biologicals, supplies, appliances, and equip-

17 ment, for use in such hospital, as are customarily fur-

18 nished by such hospital for the care and treatment of

19 inpatients, and

20 "(3) such other diagnostic or therapeutic items or

21 services, furnished by the hospital or by others under

22 arrangements with them made by the hospital, as are

23 customarily furnished to inpatients either by such hospi-

24 tal or by others under such arrangements;

25 excluding, however

—
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1 "(4) medical or surgical services provided by a

2 physician, resident, or intern, except services provided

3 in the field of pathology, radiology, physiatry, or anesthe-

4 siology, and except services provided in the hospital by

5 an intern or a resident-in-training under a teaching pro-

6 gram approved by the Council on Medical Education

7 and Hospitals of the American Medical Association (or,

8 in the case of an osteopathic hospital, approved by a

9 recognized body approved for the purpose by the Secre-

10 tary) , and

11 " (5) the services of a private-duty nurse.

12 "Skilled Nursing Facility Services

13 "(b) The term 'skilled nursing facility services' means

14 the following items and services furnished to an inpatient

15 in a skilled nursing facility, after transfer from a hospital

16 in which he was an inpatient, and (except as provided in

17 paragraph (3)) by such skilled nursing facility—

18 " (1) nursing care provided by or under the super-

19 vision of a registered professional nurse,

20 "(2) bed and board in connection with the fur-

21 nishing of such nursing care (subject, however, to the

22 limitations in section 1709 (c) and (d) on the amount

23 which is payable with respect to certain accommoda-

24 tions)

,
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1 "(3) physical, occupational, or speech therapy

2 furnished by the skilled nursing facility or by others

3 under arrangements with them made by the facility,

4 " (4) medical social services,

5 "
(5) drugs, biologicals, supplies, appliances, and

6 equipment which are furnished for use in such skilled

7 nursing facility,

8 "(0) medical services provided by an intern or

9 resident-in-training of the hospital, with which the facil-

10 ity is affiliated or under common control, under a teach-

1 1 ing program of such hospital approved as provided in

12 subsection (a) (4) , and

13 "(7) such other services necessary to the health

14 of the patient as are generally provided by skilled nurs-

15 ing facilities;

16 excluding, however, any item or service if it would not be

17 included under subsection (a) if furnished to an inpatient

18 in a hospital.

19 "Home Health Services

20 "(c) The term 'home health services' means the fol-

21 lowing items and services, which are furnished to an indi-

22 vidual, who is under the care of a physician, by a home

23 health agency or by others under arrangements with them

24 made by such agency, under a plan (for furnishing such

25 items and services to such individual) established and pe-
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1 riodically reviewed by a physician, which items and serv-

2 ices are provided in a place of residence used as such individ-

3 ual's home;

—

4 "
( 1 )

part-time or intermittent nursing care pro-

5 vided by or under the supervision of a registered pro-

6 fessional nurse,

7 "(2") physical, occupational, or speech therapy,

8 "(3) medical social services,

9 " (4) to the extent permitted in regulations, part-

10 time or intermittent services of a home health aid,

H "(5) medical supplies (other than drugs and

12 biological^ ) , and the use of medical appliances, while

13 under such a plan, and

14 "(6) in the case of a home health agency which

15 is affiliated or under common control with a hospital,

16 medical services provided by an intern or resident-in-

17 training of such hospital, under a teaching program of

18 such hospital approved as provided in subsection (a)

19 (4) ;

20 excluding, however, any item or service if it would not be

21 included under subsection (a) if furnished to an inpatient in

22 a hospital.

23 "Outpatient Hospital Diagnostic Services

24 "(d) The term 'outpatient hospital diagnostic services'

25 means diagnostic services

—
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1 "
( 1 ) which are furnished to an individual as an

2 outpatient by a hospital or by others under arrange-

3 ments with them made by a hospital, and

4 " (2) which are customarily furnished by such hos-

5 pital (or by others under such arrangements) to its out-

6 patients for the purpose of diagnostic study;

7 excluding, however

—

8 "(3) any item or service if it would not be in-

9 eluded under subsection (a) if furnished to an inpatient

10 in a hospital ; and

11 "
(4) any service furnished under such arrange-

12 ments unless (A) furnished in the hospital or in other

13 facilities operated by or under the supervision of the hos-

14 pital, and (B) in the case of professional services, fur-

15 nished by or under the responsibility of members of

16 the hospital medical staff acting as such members.

17 "Drugs and Biologicals

18 "(e) The term 'drugs' and the term 'biologicals',

19 except for purposes of subsection (c) (5) of this section,

20 include only such drugs and biologicals, respectively, as are

21 included in the United States Pharmacopoeia, National

22 Formulary, New and Non-Official Drugs, or Accepted Den-

23 tal Bemedies, or are approved by the pharmacy and drug

24 therapeutics committee (or equivalent committee) of the

25 medical staff of the hospital furnishing such drugs or biologi-
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2 cals (or of the hospital with which the skilled nursing

2 facility furnishing such drugs or biologicals is affiliated or is

3 under common control)

.

4 "Arrangements for Certain Services

5 " (f ) As used in this section, the term 'arrangements'

q is limited to arrangements under which receipt of payment

7 by the hospital, skilled nursing facility, or home health

8 agency (whether in its own right or as agent) , as the case

9 may be, with respect to services for which an individual is

10 entitled to have payment made under this title, discharges

11 the liability of such individual or any other person to pay for

12 the services.

13 "deductible; duration of services

14 "Deductible

15 "Sec. 1704. (a) (1) Payment for inpatient hospital

16 services furnished an individual during any benefit period

17 shall be reduced by a deduction equal to $20, or if greater,

18 $10 multiplied by the number of days, not exceeding nine,

19 for which he received such services in such period.

20 "(2) Payment for outpatient hospital diagnostic serv-

21 ices furnished an individual during any thirty-day period

22 shall be reduced by a deduction equal to $20. For purposes

23 of the preceding sentence, a thirty-day period for any indi-

24 vidual is a period of thirty consecutive days beginning with
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2 the first day (not included in a previous such period) on

2 which he is entitled to benefits under this title and on which

3 outpatient hospital diagnostic services are furnished him.

4 "Duration of Services

5 "(b) Payment under this title for services furnished

6 any individual during a benefit period may not be made

7 for—

8 "
( 1 )

inpatient hospital services furnished to him

9 during such period after such services have been fur-

10 nished to him for ninety days during such period; or

11 "(2) skilled nursing facility services furnished to

12 him during such period after such services have been

13 furnished to him for one hundred and eighty days dur-

14 ing such period.

15 Payment under this title for inpatient hospital services or

16 skilled nursing facility services furnished an individual during

17 a benefit period may also not be made for any such services

18 after one hundred and fifty units of services have been fur-

19 nished to him in such period; and, for purposes of this

20 sentence

—

21 "(3) a 'unit of service' shall be equal to one day

22 of inpatient hospital services or two days of skilled nurs-

23 ing facility services, and

24 " (4) there shall not be counted any inpatient hos-

25 pital services furnished in a benefit period for any days
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1 in excess of ninety days or any skilled nursing facility

2 services furnished in a benefit period for any days in

3 excess of one hundred and eighty.

4 For purposes of the preceding provisions of this subsection,

5 inpatient hospital services or skilled nursing facility services

6 shall be counted only if payment is or would, except for this

7 subsection and except for the failure to comply with the

8 procedural and other requirements of or under section 1709

9 (a) (1), be made with respect to such services under this

10 title. Payment under this title for home health services

11 furnished an individual during a calendar year may not be

12 made for any such services after such services have been

13 furnished him during two hundred and forty visits in such

14 year.

15 "Benefit Period

16 "(c) For the purposes of this section, a 'benefit period'

17 with respect to any individual means a period of consecutive

18 days

—

19 " (1) beginning with the first day (not included in

20 a previous benefit period) (A) on which such individ-

21 ual is furnished inpatient hospital services or skilled

22 nursing facility services and (B) which occurs in a

23 month for which he is entitled to health insurance bene-

24 fits under this title, and

25 "(2) ending with the ninetieth day thereafter on
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2 each of which he is neither an inpatient in a hospital

2 nor an inpatient in a skilled nursing facility (whether

3 or not such ninety days are consecutive) , but only if

4 such ninety days occur within a period of not more than

5 one hundred and eighty consecutive days.

6 "Day

7 "(d) For the purposes of this section, a 'day' on or

8 for which inpatient hospital services or skilled nursing facility

9 services are furnished shall have the meaning customarily

10 assigned to it by the hospital or skilled nursing facility fur-

11 nishing such services, but in no event shall it be less than

12 twenty-four hours (except the day on which such individual

13 is admitted to, or discharged from, such hospital or such

14 skilled nursing facility)

.

15 "entitlement to benefits

16 "Sec. 1705. (a) Every individual who—

17 "
( 1 ) has attained the age of sixty-five, and

18 "(2) is entitled to monthly insurance benefits un-

19 der section 202,

20 shall be entitled to health insurance benefits for each month

21 for which he is entitled to such benefits under section 202,

22 beginning with the first month after December 1963 with

23 respect to which he meets the conditions specified in para-

24 graphs (1) and (2). Notwithstanding the preceding provi-
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2 sions of this subsection, no payments may be made under this

2 title for inpatient hospital services, outpatient hospital diag-

3 nostic services, or home health services furnished an individual

4 prior to January 1, 1964, or for skilled nursing facility serv-

5 ices furnished him prior to July 1, 1964.

6 "(b) For the purposes of this section

—

7 "
( 1 ) entitlement of an individual to health insur-

8 ance benefits under this title for a month shall consist of

9 entitlement to have payment made under, and subject to

10 the limitations in, this title on his behalf for inpatient

11 hospital services, skilled nursing facility services, home

12 health services, and outpatient hospital diagnostic serv-

13 ices furnished him in the United States during such

14 month; and

15 "(2) an individual shall be deemed entitled to

16 monthly insurance benefits under section 202 for the

17 month in which he died if he would have been entitled

18 to such benefits for such month had he died in the next

19 month.

20 "definitions of providers of services

21 "Sec. 1706. For purposes of this title— II

22 "Hospital

i
J

23 "(a) The term 'hospital' (except for purposes of sec-
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1
tion 1704(c) (2), section 1709(f), paragraph (6) of this

2 subsection, and so much of section 1703 (b) as precedes

3 paragraph (1) thereof) means an institution which

—

4 "
( 1 ) is primarily engaged in providing, by or

5 under the supervision of physicians or surgeons, to

6 inpatients (A) diagnostic services and therapeutic serv-

7 ices for surgical or medical diagnosis, treatment, and

8 care of injured, disabled, or sick persons, or (B) rehabil-

9 itation facilities and services for the rehabilitation of

10 injured, disabled, or sick persons,

11 "(2) maintains clinical records on all patients,

12 "(3) has bylaws in effect with respect to its staff

13 of physicians,

14 "
(4) continuously provides twenty-four-hour nurs-

15 ing service rendered or supervised by a registered profes-

16 sional nurse,

17 "(5) has in effect a hospital utilization review

18 plan which meets the requirements of subsection (e)

,

19 "(6) in the case of an institution in any State

20 in which State or applicable local law provides for the

21 licensing of hospitals, (A) is licensed pursuant to such

22 law or (B) is approved, by the agency of such State re-

23 sponsible for licensing hospitals, as meeting the stand-

24 ards established for such licensing, and

25 "
( 7 ) meets such other of the requirements pre-
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1 scribed for the accreditation of hospitals by the Joint

2 Commission on the Accreditation of Hospitals, as the

3 Secretary finds necessary in the interest of the health

4 and safety of individuals who are furnished services by

5 or in the institution.

6 For purposes of section 1704 (c) (2) , such term includes any

7 institution which meets the requirements of paragraph (1)

8 of this subsection. For purposes of section 1709 (f) (in-

9 eluding determination of whether an individual received in-

10 patient hospital services for purposes of such section 1709

11 (f) ) , and so much of section 1703 (b) as precedes para-

12 graph (1) thereof, such term includes any institution which

13 meets the requirements of paragraphs (1), (2), (4), and

14 (6) of this subsection. Notwithstanding the preceding pro-

15 visions of this subsection, such term shall not, except for

16 purposes of section 1704(c) (2), include any institution

17 which is primarily for the care and treatment of tuberculo-

18 sis or mentally ill patients.

19 "Skilled Nursing Facility

20 "(b) The term 'skilled nursing facility' means (ex-

21 cept for purposes of section 1704(c) (2)) an institution

22 (or a distinct part of an institution) which is affiliated or

23 under common control with a hospital having an agreement

24 in effect under section 1710 and which

—

25 "
( 1 ) is primarily engaged in providing to inpa-
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1 tients (A) skilled nursing care and related services for

2 patients who require planned medical or nursing care or

3 (B) rehabilitation services,

4 "(2) has policies, which are established by a

5 group of professional personnel (associated with the fa-

6 cility)
,
including one or more physicians and one or

7 more registered professional nurses, to govern the skilled

8 nursing care and related medical or other services it pro-

9 vides and which include a requirement that every pa-

10 tient must be under the care of a physician,

11 " (3) has a physician, a registered professional

12 nurse, or a medical staff responsible for the execution of

13 such policies,

14 "(4) maintains clinical records on all patients,

15 "
(5) continuously provides twenty-four-hour nurs-

16 ing service rendered or supervised by a registered pro-

17 fessional nurse,

18 "(6) operates under a utilization review plan,

19 which has been made applicable to it under subsection

20 (g) , of the hospital with which it is affiliated or under

21 common control,

22 "(7) in the case of an institution in any State in

23 which State or applicable local law provides for the

24 licensing of institutions of this nature, (A) is licensed

25 pursuant to such law, or (B) is approved, by the agency
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2 of such State responsible for licensing institutions of

2 this nature, as meeting standards established for such

3 licensing; and

4 "(8) meets such other conditions of participation

5 under this section as the Secretary may find necessary

6 in the interest of the health and safety of individuals

7 who are furnished services by or in such institution;

8 except that such term shall not (other than for purposes

9 of section 1704(c) (2)) include any institution which is

10 primarily for the care and treatment of tuberculosis or

11 mentally ill patients. For purposes of section 1704 (c) (2)

,

12 such term includes any institution which meets the require-

13 ments of paragraph ( 1 ) of this subsection.

14 "Home Health Agency

15 "(c) The tenn 'home health agency' means an

16 agency which

—

17 "(1) is a public agency, or a private nonprofit

18 organization exempt from Federal income taxation under

19 section 501 of the Internal Revenue Code of 1954,

20 "(2) is primarily engaged in providing skilled

21 nursing services or other therapeutic services,

22 "(3) has policies, established by a group of pro-

23 fessional personnel (associated with the agency) , in-

24 eluding one or more physicians and one or more regis-
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1 tered professional nurses, to govern the service (re-

2 ferred to in paragraph (2) ) which it provides,

3 "(4) maintains clinical records on all patients,

4 " (5) in the case of an agency in any State in

5 which State or local law provides for the licensing of

6 agencies of this nature, (A) is licensed pursuant to

7 such law, or (B) is approved, by the agency of such

8 State responsible for licensing agencies of this nature,

9 as meeting standards established for such licensing, and

10 "(6) meets such other conditions of participation

11 as the Secretary may find necessary in the interest of

12 the health and safety of individuals who are furnished

13 services by such agency;

14 except that such terms shall not include any agency which

15 is primarily for the care and treatment of tuberculosis or

16 mentally ill patients.

17 "Physician

18 " (d) The term 'physician' means an individual (in-

19 eluding a physician within the meaning of section 1101 (a)

20 (7) )
legally authorized to practice surgery or medicine by

21 the State in which he performs the functions referred to in

22 this title.

23 "Utilization Review

24 "(e) A utilization review plan of a hospital shall be

25 deemed sufficient if it is applicable to services furnished by
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2 the institution to individuals entitled to benefits under this

2 title and if it provides

—

3 "
( 1 ) for the review, on a sample or other basis,

4 of admissions to the institution, the duration of stays

5 therein, and the professional services furnished (A) with

6 respect to the medical necessity of the services, and

7 (B) for the purpose of promoting the most efficient use

8 of available health facilities and services

;

9 "(2) for such review to be made by either (A)

10 a hospital staff committee composed of two or more phy-

11 sicians, with or without participation of other profes-

12 sional personnel, or (B) a group outside the hospital

13 which is similarly composed

;

14 "(3) for such review, in each case in which

15 inpatient hospital services are furnished to such individ-

16 uals during a continuous period, as of the twenty-first

17 day, and as of such subsequent days as may be specified

18 in regulations, with such review to be made as promptly

19 after such twenty-first or subsequent specified day as

20 possible, and in no event later than one week following

21 such day;

22 " (4) for prompt notification to the institution,

23 the individual, and his attending physician of any finding

24 (after opportunity for consultation to such attending

25 physician) by the physician members of such committee

ii
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1 or group that any further stay therein is not medically

2 necessary.

3 The provisions of clause (A) of paragraph (2) shall not

4 apply to any hospital where, because of the small size of the

5 institution or for such other reason or reasons as may be

6 included in regulations, it is impracticable for the institution

7 to have a properly functioning staff committee for the pur-

8 poses of this subsection.

9 "Provider of Services

10 "(f) The term 'provider of services' means a hospital,

11 skilled nursing facility, or home health agency.

12 "Skilled Nursing Facilities Affiliated or Under Common

13 Control With Hospitals

14 "
(g) A hospital and a skilled nursing facility shall be

15 deemed to be affiliated or under common control if, by reason

16 of a written agreement between them or by reason of a

17 written undertaking by a person or body which controls

18 both of them, there is reasonable assurance that

—

19 " (1) the facility will be operated under standards,

20 with respect to

—

21 "(A) skilled nursing and related health serv-

22 ices (other than physicians' services)

,
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1 "(B) a system of clinical records, and

2 "(C) appropriate methods and procedures for

3 the dispensing and administering of drugs and

4 biologicals,

5 which are developed jointly by or are agreed to by the

6 two institutions;

7 "(2) timely transfer of patients will be effected

8 between the hospital and the skilled nursing facility

9 whenever such transfer is medically appropriate, and

10 provision is made for the transfer or the joint use (to the

11 extent practicable) of clinical records of the two institu-

12 tions; and

13 "(3) the utilization review plan of the hospital

14 will be extended to include review of admissions to,

15 duration of stays in, and the professional services fur-

16 nished in the skilled nursing facility and including review

17 of such individual cases (and at such intervals) as may

18 be specified in this title or in regulations thereunder,

19 and with notice to the facility, the individual, and his at-

20 tending physician in case of a finding (after opportunity

21 for consultation to such attending physician) that fur-
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2 ther skilled nursing facility services are not medically

2 necessary.

3
'

'States and United States

4 "(h) The terms 'State' and 'United States' shall have the

5 same meaning as when used in title II.

6 "Additional Skilled Nursing Facilities

7 " (i) The Secretary shall, after consultation with associa-

8 tions of nursing homes, the American Hospital Association,

9 the Joint Commission on Accreditation of Hospitals, and

10 other appropriate professional organizations, make a fidl and

11 complete study of the best ways of increasing the availability

12 of skilled nursing facility care for beneficiaries under this title

13 under conditions assuring good quality of care; and, on the

14 basis of such study, he may make a determination that addi-

15 tional nursing facilities in which such conditions assuring

16 good quality of care exist constitute skilled nursing facilities

17 under section 1706 (b) if they also meet the requirements of

18 subsection (b) (other than the requirement of affiliation and

19 other than the requirement that a hospital utilization review

20 plan be made applicable) and if the Secretary shall find that

21 such action will not create an actuarial imbalance in the

22 Federal Health Insurance Trust Fund. The Secretary shall

23 promptly report to the Congress from time to time and in any

24 event by July 1, 1963, the results of the study under this

25 subsection and any action taken as a result thereof.
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1 "use of state agencies and other organizations

2 to develop conditions of participation for pro-

3 vtders of service

4 "Sec. 1707. In carrying out his functions, relating to

5 determination of conditions of participation by providers of

6 services, under section 1706(a) (7), section 1706(b) (8),

7 or section 1706(c) (6) , the Secretary shall consult with the

8 Health Insurance Benefits Advisory Council established by

9 section 1712, appropriate State agencies, and recognized

10 national listing or accrediting bodies. Such conditions pre-

11 scribed under any of such sections may be varied for different

12 areas or different classes of institutions or agencies and may,

13 at the request of a State, provide (subject to the limitation

14 provided in section 1706(a) (7)) higher requirements for

15 such State than for other States.

16 "use of state agencies and other organizations to

17 determine compliance by providers of services

18 with conditions of participation

19 "Sec. 1708. (a) The Secretary may, pursuant to agree-

20 ment, utilize the services of State health agencies or other

21 appropriate State agencies for the purposes of (1) deter-

22 mining whether an institution is a hospital or skilled nursing

23 facility, or whether an agency is a home health agency, or

24 (2) providing consultative services to institutions or agencies

25 to assist them (A) to qualify as hospitals, skilled nursing

I
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1 facilities, or home health agencies, (B) to establish and main-

2 tain fiscal records necessary for purposes of this title, and

3 (C) to provide information which may be necessary to per-

4 mit determination under this title as to whether payments

5 are due and the amounts thereof. To the extent that the

6 Secretary finds it appropriate, an institution or agency which

7 such a State agency certifies is a hospital, skilled nursing

8 facility, or home health agency may be treated as such by

9 the Secretary. The Secretary shall pay any such State

10 agency, in advance or by way of reimbursement, as may be

11 provided in the agreement with it (and may make adjust-

12 ments in such payments on account of overpayments or un-

13 derpayments previously made), for the reasonable cost of

14 performing the functions specified in the first sentence of this

15 subsection, and for the fair share of the costs attributable to

16 the planning and other efforts directed toward coordination

17 of activities in carrying out its agreement and other activi-

18 ties related to the provision of services similar to those for

19 which payment may be made under this title, or related to

20 the facilities and personnel required for the provision of such

21 services, or related to improving the quality of such services.

22 "(b) (l) An institution shall be deemed to meet the

23 conditions of participation under section 1706(a) (except

24 paragraph (5) thereof) if such institution is accredited as

25 a hospital by the Joint Commission on the Accreditation of
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2 Hospitals. If such Commission hereafter requires a utiliza-

2 tion review plan, or imposes another requirement which

3 serves substantially the same purpose, as a condition for

4 accreditation of a hospital, the Secretary is authorized to find

5 that all institutions so accredited by the Commission comply

6 also with section 1706(a) (5).

7 " (2) If the Secretary finds that accreditation of an insti-

g tution by a national accreditation body, other than the Joint

9 Commission on the Accreditation of Hospitals, provides

10 reasonable assurance that any or all of the conditions of sec-

11 tion 1706 (a)
,

(b) , or (c) , as the case may be, are met, he

12 may, to the extent he deems it appropriate, treat such insti-

13 tution as meeting the condition or conditions with respect to

14 which he made such finding.

15 "conditions of and limitations on payment foe

16 services

17 "Requirement of Requests and Certifications

18 "Sec. 1709. (a) Except as provided in subsection (f)

,

19 payment for services furnished an individual may be made

20 only to eligible providers of services and only if

—

21 " (1) written request, signed by such individual

22 except in cases in which the Secretary finds it impractical

23 for the individual to do so, is filed for such payment in

24 such form, in such manner, within such time, and by
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1 such person or persons as the Secretary may by regula-

2 tion prescribe;

3 "(2) a physician certifies (and recertifies, where

4 such services are furnished over a period of time, in

5 such cases and with such frequency, appropriate to the

6 case involved, as may be provided in regulations) that

—

7 "(A) in the case of inpatient hospital serv-

8 ices, such services are or were required for such

9 individual's medical treatment, or such services are

10 or were required for inpatient diagnostic study;

11 "(B) in the case of outpatient hospital diag-

12 nostic services, such services are or were required

13 for diagnostic study;

14 " (C) in the case of skilled nursing facility

15 services, such services are or were required because

16 the individual needed skilled nursing care on a con-

17 tinuing basis for any of the conditions with respect

18 to which he was receiving inpatient hospital services

19 prior to transfer to the skilled nursing facility or for

20 a condition requiring such care which arose after

21 such transfer and while he was still in the facility

22 for treatment of the condition or conditions for which

23 he was receiving such inpatient hospital services

;

24 " (D) in the case of home health services, such

25 services are or were required because the individual
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1 needed skilled nursing care on an intermittent basis

2 or because he needed physical or speech therapy; a

3 plan for furnishing such services to such individual

4 has been established and is periodically reviewed by

5 a physician ; and such services are or were furnished

6 while the individual was under the care of a physi-

7 cian

;

8 "(3) with respect to inpatient hospital services or

9 skilled nursing facility services furnished such individual

10 after the twenty-first day of a continuous period of such

11 services, there was not in effect, at the time of admis-

12 sion of such individual to the hospital, a decision under

13 section 1710 (e) (based on a finding that timely utili-

14 zation review of long-stay cases is not being made in

15 such hospital or facility)
;

16 " (4) with respect to inpatient hospital services or

17 skilled nursing facility services furnished such individual

18 during a continuous period, a finding has not been made

19 (by the physician members of the committee or group)

20 pursuant to the system of utilization review that further

21 inpatient hospital services or further skilled nursing fa-

22 cility services, as the case may be, are not medically

23 necessary; except that, if such a finding has been made,

24 payment may be made for such services furnished in such

25 period before the fourth day after the day on which
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^ the hospital or skilled nursing facility, as the case may

2 be, received notice of such finding.

3 " 'Determination of Costs of Services

4 " (b) The amount paid to any provider of services

5 with respect to services for which payment may be made

6 under this title shall be the reasonable cost of such services,

7 as determined in accordance with regulations establishing the

8 method or methods to be used in determining such costs for

9 various types or classes of institutions, services, and agencies.

10 In prescribing such regulations, the Secretary shall consider,

11 among other things, the principles generally applied by

12 national organizations (which have developed such prin-

13 ciples) in computing the amount of payment, to be made

14 by persons other than the recipients of services, to providers

15 of services on account of services furnished to such recipients

16 by such providers. Such regulations may provide for pay-

17 ment on a per diem, per unit, per capita, or other basis,

18 may provide for using different methods in different circum-

19 stances, and may provide for the use of estimates of costs of

20 particular items or services.

21 "Amount of Payment for More Expensive Services

22 "(c) (1) In case the bed and board furnished as part

23 of inpatient hospital services or skilled nursing facility serv-

24 ices is in accommodations more expensive than two-, three-,

25 or four-bed accommodations and the use of such more expen-
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1 sive accommodations rather than such two-, three-, or four-

2 bed accommodations was not at the request of the patient,

3 payment with respect to such services may not exceed an

4 amount equal to the reasonable cost of such services if fur-

5 nished in such two-, three-, or four-bed accommodations

6 unless the more expensive accommodations were required

7 for medical reasons.

8 "(2) Where a provider of services with which an

9 agreement under this title is in effect furnishes to an in-

10 dividual, at his request, items or services which are in excess

11 of or more expensive than the items or services with respect

12 to which payment may be made under this title, the Secre-

13 tary shall pay to such provider of services only the equivalent

14 of the reasonable cost of the items or services with respect

15 to which payment under this title may be made.

16 "Amount of Payment Where Less Expensive Services

17 Furnished

18 "(d) In case the bed and board furnished as part of

19 inpatient hospital services or skilled nursing facility services

20 in accommodations other than, but not more expensive than,

21 two- three-, or four-bed accommodations and the use of such

22 other accommodations rather than two-, three-, or four-bed

23 accommodations was neither at the request of the patient nor

24 for a reason which the Secretary determines is consistent with
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1 the purposes of this title, the amount of the payment with

2 respect to such services under this title shall be the reason-

3 able cost of such services minus the difference beween the

4 charge customarily made by the hospital or skilled nursing

5 facility for such services in two-, three-, or four-bed accom-

6 modations and the charge customarily made by it for such

7 services in the accommodations furnished.

8 "No Payments to Federal Providers of Services

9
"
'(e) No payment may be made under this title (ex-

10 cept under subsection (f) of this section) to any Federal

11 provider of services, except a provider of services which the

12 Secretary determines, in accordance with regulations, is

13 providing services to the public generally as a community

14 institution or agency ; and no such pajonent may be made to

15 any provider of services for any item or service which such

16 provider is obligated by a law of, or a contract with, the

17 United States to render at public expense.

18 "Payment for Emergency Inpatient Hospital Services

19 "(f) Payments shall also be made to any hospital for

20 inpatient hospital services or outpatient hospital diagnostic

21 services furnished, by the hospital or under arrangements

22 (as defined in section 1703 (f) ) with it, to an individual

23 entitled to health insurance benefits under this title even

24 though such hospital does not have an agreement in effect

25 under this title if (A) such services were emergency services
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^ and (B) the Secretary would be required to make such pay-

2 ment if the hospital had such an agreement in effect and

3 otherwise met the conditions of payment hereunder. Such

4 payment shall he made only in amounts determined as pro-

5 vided in subsection (b) and then only if such hospital agrees

q to comply, with respect to the emergency services provided,

rj with the provisions of section 1710 (a)

.

g "Payment for Services Prior to Notification of Noneligibility

9 "(g) Notwithstanding that an individual is not en-

10 titled to have payment made under this title for inpatient

11 hospital services, skilled nursing facility services, home

12 health services, or outpatient hospital diagnostic services fur-

13 nished by any provider of services, payment shall be made

14 to such provider of services (unless such provider elects not

15 to receive such payment or, if payment has already been

16 made, refunds such payment within the time specified by

17 the Secretary) for such services which are furnished to the

18 individual prior to notification from the Secretary of his lack

19 of entitlement if such payments are not otherwise precluded

20 under this title and if such provider complies with the rules

21 established hereunder with respect to such payments, has

22 acted in good faith and without knowledge of such lack of

23 entitlement, and has acted reasonably in assuming entitle-

24 ment existed.
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1 "agreements with providers of services

2 "Sec. 1710. (a) Any provider of services shall be

3 eligible for payments under this title if it files with the

4 Secretary an agreement not to charge any individual or

5 any other person for items or services for which such indi-

6 vidual is entitled to have payment made under this title

7 (or for which he would be so entitled if such provider had

8 complied with the procedural and other requirements under

9 or pursuant to this title or for which such provider is paid

10 pursuant to the provisions of section 1709 (g) ) , and to

11 make adequate provision for return (or other disposition, in

12 accordance with regulations) of any moneys incorrectly col-

13 lected from such individual or other person, except that such

14 provider of services may charge such individual or other

15 person the amount of any deduction imposed pursuant to

16 section 1704 (a) with respect to such services (not in excess

17 of the amount customarily charged for such services by such

18 provider) and, where the provider of services has furnished,

19 at the request of such individual, items or services which

20 are in excess of or more expensive than the items or services

21 with respect to which payment may be made imder this

22 title, such provider may also charge such individual or other

23 person for such more expensive items or services but not

24 more than the difference between the amount customarily

25 charged by it for the items or services furnished at such
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1 request and the amount customarily charged by it for the

2 items or services with respect to which payment may be

3 made under this title.

4 "(b) An agreement with the Secretary under this

5 section may be terminated

—

6 "
(1) by the provider of services at such time and

7 upon such notice to the Secretary and the public as may

8 be provided in regulations, except that the time such

9 agreement is thereby required by the Secretary to con-

10 tinue in effect after such notice may not exceed six

11 months after such notice, or

12 "
(2) by the Secretary at such time and upon such

13 notice to the provider of services and the public as may

14 be specified in regulations, but only after the Secretary

15 has determined, and has given such provider notification

16 thereof, (A) that such provider of services is not com-

17 plying substantially with the provisions of such agree-

18 ment, or with the provisions of this title and regulations

19 thereunder, or (B) that such provider no longer sub-

20 stantially meets the applicable provisions of section

21 1706, or (C) that such provider of services has failed

22 to provide such information as the Secretary finds

23 necessary to determine whether payments are or were

24 due under this title and the amounts thereof, or has
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j refused to permit such examination of its fiscal and other

2 records by or on behalf of the Secretary as may be

3 necessary to verify such information.

4 Any termination shall be applicable

—

5 "(3) in the case of inpatient hospital services or

6 skilled nursing facility services, with respect to such

7 services furnished to any individual who is admitted to

8 the hospital or skilled nursing facility furnishing such

9 services on or after the effective date of such termination,

10 "(4) (A) with respect to home health services

11 furnished to an individual under a plan therefor estab-

12 lished on or after the effective date of such termination,

13 or (B) if such plan is established before such effective

14 date, with respect to such services furnished to such in-

15 dividual after the calendar year in which such termina-

16 tion is effective, and

17 "(5) with respect to outpatient hospital diagnostic

18 services furnished on or after the effective date of such

19 termination.

20 " (c) Nothing in this title shall preclude any provider of

21 services or any group or groups of such providers from being

22 represented by an individual, association, or organization

23 authorized by such provider or providers of services to act

24 on their behalf in negotiating with respect to their participa-
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1 tion under this title and the terms, methods, and amounts of

2 payments for services to be provided thereunder.

3 "(d) Where an agreement filed under this title by a

4 provider of services has been terminated by the Secretary,

5 such provider may not file another agreement under this title

6 unless the Secretary finds that the reason for the termination

7 has been removed and there is reasonable assurance that it

8 will not. recur.

9 "(e) If the Secretary finds that timely review in ac-

10 cordance with section 1706(e) of long-stay cases in a hos-

11 pital or skilled nursing facility is not being made with rea-

12 sonable regularity,, he may, in lieu of terminating his agree-

13 ment with such hospital or facility, decide that, with respect

14 to any individual admitted to such hospital or skilled nursing

15 facility after a date specified by him, no payment shall be

16 made for inpatient hospital services or skilled nursing facility

17 services after the twenty-first day of a continuous period of

18 such services. Such decision may be made only after such

19 notice to the hospital, or (in the case of a skilled nursing

20 facility) to the hospital and the facility, and to the public

21 as may be prescribed by regulations, and its effectiveness

22 shall be rescinded when the Secretary finds that the reason

23 therefor has been removed and there is reasonable assurance

24 that it will not recur.
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1 "payment to providers of services

2 "Sec. 1711. The Secretary shall periodically determine

3 the amount which should be paid to each provider of serv-

4 ices under this title with respect to the services furnished by

5 it, and the provider shall be paid, at such time or times as

6 the Secretary believes appropriate and prior to audit or

7 settlement by the General Accounting Office, from the

8 Federal Health Insurance Trust Fund the amounts so deter-

9 mined; except that such amounts may be reduced or in-

10 creased, as the case may be, by any sum by which the Sec-

11 retary finds that the amount paid to such provider of services

12 for any prior period was greater or less than the amount

13 which should have been paid to it for such period.

14 "health insurance benefits advisory council

15 "Sec. 1712. For the purpose of advising the Secre-

16 tary on matters of general policy in the administration

17 of this title and in the formulation of regulations under this

18 title, there is hereby created a Health Insurance Bene-

19 fits Advisory Council which shall consist of fourteen per-

20 sons, not otherwise in the employ of the United States,

21 appointed by the Secretary without regard to the civil

22 service laws. The Secretary shall from time to time ap-

23 point one of the members to serve as Chairman. Not less

24 than four of the appointed members shall be persons who

25 are outstanding in the fields pertaining to hospitals and
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2 health activities. Each appointed member shall hold of-

2 fice for a term of four years, except that any member ap-

3 pointed to fill a vacancy occurring prior to the expira-

4 tion of the term for which his predecessor was appointed

5 shall be appointed for the remainder of such term, and

6 except that the terms of office of the members first taking

7 office shall expire, as designated by the Secretary at the

8 time of appointment, three at the end of the first year,

9 four at the end of the second year, three at the end of

10 the third year, and four at the end of the fourth year

11 after the date of appointment. An appointed member shall

12 not be eligible to serve continuously for more than two

13 terms. The Secretary may, at the request of the Council,

14 appoint such special advisory or technical committees

15 as may be useful in carrying out its functions. Appointed

16 members of the Advisory Council and members of its

17 advisory or technical committees, while attending meetings

18 or conferences thereof or otherwise serving on business

19 of the Advisory Council or of such a committee or

20 committees, shall receive compensation at rates fixed

21 by the Secretary, but not exceeding $100 per day, and

22 while so serving away from their homes or regular places

23 of business they may be allowed travel expenses, includ-

24 ing per diem in lieu of subsistence, as authorized by section
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1 5 of the Administrative Expenses Act of 1946 (5 U.S.C.

2 73b-2) for persons in the Government service employed in-

3 termittently. The Advisory Council shall meet as frequently

4 as the Secretary deems necessary. Upon request of four or

5 more members, it shall be the duty of the Secretary to call a

6 meeting of the Advisory Council.

7 "review of determinations

8 "Sec. 1713. Any individual dissatisfied with any de-

9 termination made by the Secretary that he is not entitled to

10 health insurance benefits under this title or that he is not

11 entitled to have payment made under this title with respect

12 to any class of services furnished him, shall be entitled to a

13 hearing thereon by the Secretary to the same extent as is

14 provided in section 205 (b) with respect to decisions of the

15 Secretary, and to judicial review of the Secretary's final de-

16 cision after such hearing as is provided in section 205 (g)

.

17 "overpayments to individuals

18 "Sec. 1714. (a) Any payment under this title to any

19 provider of services with respect to inpatient hospital serv-

20 ices, skilled nursing facility services, home health services, or

21 outpatient hospital diagnostic services, furnished any indi-

22 vidual shall be regarded as a payment to such individual.

23 "(h) Where—

24 "
( 1 ) more than the correct amount is paid under

25 this title to a provider of services for services furnished
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1 an individual and the Secretary determines that, within

2 such period as he may specify, the excess over the cor-

3 rect amount cannot be recouped from such provider of

4 services, or

5 "(2) any payment has been made under section

6 1709 (g) to a provider of services for services furnished

7 an individual,

8 proper adjustments shall be made, under regulations pre-

9 scribed by the Secretary, by decreasing subsequent pay-

10 ments

—

11 "
( 3 ) to which such individual is entitled under

12 title II, or

13 "(4) if such individual dies before such adjust-

14 ment has been completed, to which any other individ-

15 ual is entitled under title II with respect to the wages

16 and self-employment income which were the basis of

17 benefits of such deceased individual under such title.

18 "(c) There shall be no adjustment as provided in sub-

19 section (b) (nor shall there be recovery) in any case where

20 the incorrect payment has been made (including payments

21 under section 1709 (g) ) for services furnished to an individ-

22 ual who is without fault and where such adjustment (or

23 recovery) would defeat the purposes of title II or would be

24 against equity and good conscience.

25 "(d) No certifying or disbursing officer shall be held
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1 liable for any amount certified or paid by him to any pro-

2 vider of services where the adjustment or recovery of such

3 amount is waived under subsection (c) or where adjust-

4 ment under subsection (b) is not completed prior to the

5 death of all persons against whose benefits such adjustment

6 is authorized.

7 "use of private organizations to facilitate

8 payment to providers of service

9 "Sec. 1715. (a) The Secretary is authorized to enter

10 into an agreement with any organization, which has been

11 designated by any group of providers of services, or by an

12 association of such providers on behalf of its members, to

13 receive payments under section 1711 on behalf of such pro-

14 viders, providing for the determination by such organization

15 ( subject to such review by the Secretary as may be provided

16 for in the agreement) of the amount of payments required

17 pursuant to this title to be made to such providers, and for

18 making such payments. The Secretary shall not enter into

19 an agreement with any organization under this section

20 unless he finds it consistent with effective and efficient ad-

21 ministration of this title.

22 "(b) To the extent that the Secretary finds that per-

23 formance of any of the following functions by an organiza-

24 tion with which he has entered into an agreement under

25 subsection (a) will be advantageous and will promote the
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1 efficient administration of this title, he may also include in

2 the agreement provision that the organization shall (with

3 respect to providers of services which are to receive payments

4 through the organization) —

5 "(1) serve as a center for, and communicate to

6 providers, any information or instructions furnished to

7 it by the Secretary, and serve as a channel of communi-

8 cation from providers to the Secretary

;

9 "(2) make such audits of the records of providers

10 as may be necessary to insure that proper payments are

11 made under this title;

12 " (3) assist in the application of safeguards against

13 unnecessary utilization of services furnished by providers

14 to individuals entitled to have payment made under sec-

15 tionl711;

16 "(4) perform such other duties as are necessary

17 to carry out the functions specified in subsection (a)

18 and this subsection.

19 "(c) An agreement with any organization under this

20 section may contain such terms and conditions as the Secre-

21 tary finds necessary or appropriate, and may provide for

22 advances of funds to the organization for the making of

23 payments by it under subsection (a) and shall provide for

24 payment of the reasonable cost of administration of the

25 organization as determined by the Secretary to be necessary
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1 and proper for carrying out the functions covered by the

2 agreement.

3 "(d) If the designation of an organization as provided

4 in this section is made by an association of providers of

5 services, it shall not be binding on members of the association

6 which notify the Secretary of their election to that effect.

7 Any provider may, upon such notice as may be specified in

8 the agreement with an organization, withdraw his designation

9 to receive payments through such organization and any pro-

10 vider who has not designated an organization may elect to

11 receive payments from an organization which has entered

12 into agreement with the Secretary under this section, if the

13 Secretary and the organization agree to it.

14 "(e) An agreement with the Secretary under this sec-

15 tion may be terminated

—

16 "
(1) by the organization entering into such agree-

17 ment at such time and upon such notice to the Secre-

18 tary, to the public, and to the providers as may be

19 provided in regulations, or

20 "
(2) by the Secretary at such time and upon such

21 notice to the organization, and to the providers which

22 have designated it for purposes of this section, as may

23 be provided in regulations, but only if he finds, after

24 reasonable notice and opportunity for hearing to the
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2 organization, that (A) the organization has failed sub-

2 stantially to carry out the agreement, or (B) the con-

3 tinuation of some or all of the functions provided for

4 in the agreement with the organization is disadvan-

5 tageous or is inconsistent with efficient administration

6 of this title.

7 "(f) An agreement with an organization under this

8 subsection may require any of its officers or employees certi-

9 fying payments or disbursing funds pursuant to the agree-

10 ment, or otherwise participating in carrying out the agree-

11 ment, to give surety bond to the United States in such amount

12 as the Secretary may deem appropriate, and may provide

13 for the payment of the charges for such bond from the Fed-

14 eral Health Insurance Trust Fund.

15 "
(%) (1) N° individual designated pursuant to an

16 agreement under this section as a certifying officer shall, in

17 the absence of gross negligence or intent to defraud the

18 United States, be liable with respect to any payments certi-

19 fied by him under this section.

20 " (2) No disbursing officer shall, in the absence of gross

21 negligence or intent to defraud the United States, be liable

22 with respect to any payment by him under this section if it

23 was based upon a voucher signed by a certifying officer desig-

24 nated as provided in paragraph ( 1 ) of this subsection.
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1 "option to beneficiaeies to continue private health

2 insurance protection

3 "Sec. 1716. (a) In lieu of payments to a provider of

4 services under an agreement under this title, payments may

5 be made to an eligible carrier under an approved plan with

6 respect to services, for which payment would otherwise be

7 made under the preceding provisions of this title (hereinafter

8 in this section referred to as 'reimbursable health services'
)

,

9 which are furnished by such provider of services to any indi-

10 vidua! entitled to health insurance benefits under this title

11 if such individual elects to have payment for such services

12 made to such carrier.

13 "(b) (1) An individual may make an election under

14 subsection (a) with respect to the approved plan of an

15 eligible carrier only if he was covered by an approved plan

16 of such carrier (or an affiliate thereof) continuously during

17 whichever of the following periods is applicable

—

18 "(A) if the month in which such individual be-

19 comes entitled to health insurance benefits under this

20 title is any month in 1964 or January, February, or

21 March of 1965, the ninety-day period ending with the

22 close of the month before such month, or

23 " (B) if the month in which he becomes so entitled

24 is April 1965 or a subsequent month, the period begin-

25 ning January 1, 1965, and ending with the close of the
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^ month before the month in which he becomes so entitled

2 or, if shorter (i) in the case of a plan meeting the re-

3 quirements of clause (A), (B), (C) , or (D) of sub-

4 section (c) (5) , the one-year period ending with such

5 close of such month, or (ii) in the case of a plan meet-

q ing the requirements of clause (E) of such subsection,

7 the two-year period ending with such close of such month.

8 "(2) An individual may make an election under sub-

9 section (a) in such manner and within such period as the

10 Secretary may prescribe, but in no event more than three

11 months after the month in which such individual becomes

12 entitled to health insurance benefits under this title; and an

13 individual shall be permitted only one such election. An

14 election so made may be revoked at such time or times and

15 in such manner as may be so prescribed, and shall be effec

:

16 tive at the end of the ninety-day period following such

17 revocation or, if later, the end of the benefit period (as

18 defined in section 1704 (c) )
, if any, of the individual dur-

19 ing which such revocation is made or, if a benefit period

20 begins during such ninety-day period, the end of such benefit

21 period.

22 " (c) To be approved for purposes of this section with

23 respect to an individual, a plan must

—

24 "
( 1 ) be an insurance policy or contract, medical

25 ior hospital service agreement, membership or subscrip-
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2 tion contract, or similar arrangement provided by a

2 carrier for the purpose of providing or paying for some

3 medical or other type of remedial care

;

4 " (2) with respect to the period before an individ-

5 ual becomes entitled to health insurance benefits under

6 this title, include provision of, or payment for the

7 cost ofi

—

8 "(A) inpatient hospital services, with no

9 greater deductible and limitations than are appli-

10 cable in the case of inpatient hospital services which

11 constitute reimbursable health services, or

12 " (B) in the case of a plan meeting the require-

13 ments of clause (A), (B), (C) , or (D) of para-

14 graph (5) ,
inpatient hospital services to the extent

15 provided in subparagraph (A ) , but without appli-

16 cation of the deductible under section 1704(a) (1)

17 and with a limitation of forty-five days on the dura-

18 tion of such services;

19 "(3) with respect to the period during which

20 an individual is entitled to health insurance benefits

21 under this title, include provision of, or payment to pro-

22 viders of services for the cost of

—

23 "(A) all reimbursable health services, or

24 "(B) in the case of a plan meeting the require-

25 ments of clause (A), (B), (0), or (D) of para-
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1 graph (5), such reimbursable health services, but

2 without application of the deductible under section

3 1704 (a) ( 1 ) and with a limitation of forty-five days

4 on the duration of inpatient hospital services;

5 " (4) include provision of, or payment for part or

6 all of the cost of, some additional medical or other type

7 of remedial care not included as reimbursable health

8 services ; and

9 "(5) (A) be a group plan, or a continuation of a

10 group plan which is available to individuals on conver-

11 sion of a group plan after their separation from the

12 group, or (B) be issued by a corporation, association, or

13 other organization which is exempt from income tax

14 under section 501 (c) of the Internal Revenue Code of

15 1954, or (C) be a prepayment group practice plan, or

16 (D) be a plan which the Secretary determines, on the

17 basis of available data, is likely to result in a ratio of

18 acquisition costs to payments with respect to the cost of

19 medical or any other type of remedial care which is not

20 greater than the ratio of such costs to such payments in

21 the case of most of the group plans approved under this

22 section, or (E) in the case of a plan which does not

23 come within clause (A)
,
(B)

,
(C) , or (L>) , be issued

24 by a corporation, association, or other organization which

25 (i) is licensed in the fifty States and the District of

i
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1 Columbia to issue insurance covering all or any part of

2 the cost of medical or any other type of remedial care

3 and, in the most recent year for which data are available,

4 has made payments with respect to the cost of such care

5 aggregating at least 1 per centum of all such payments in

6 the fifty States and the District of Columbia, or (ii) is

7 determined by the Secretary to be national in scope, or

8 (iii) is licensed to issue insurance covering part or all

of the cost of such care in the State with respect to which

10 it requests eligibility hereunder and, in the most recent

1

1

year for which data are available, has made payments

12 with respect to the cost of such care aggregating at least

1^ 5 per centum of such payments in such State.

14 For purposes of paragraph (5) —

15 "(6) a 'group plan' issued in any State is a plan

16 which meets the requirements established by the law of

'

'

(< Isuch State for such plans or, in the case of a plan in a

18 State in which there is no State law establishing require-

19 ments for such plans, which

—

20 "(A) is issued to employers for their em-

21 ployees, or to unions for their members, or to other

associations for their members who are bound to-

gether by a single, mutual interest other than in-

24 surance; and

" (B) covers at least ten persons in the group;
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1 "(7) the 'acquisition costs' of a plan are costs di-

2 rectly related to the sale of coverage under such plan

3 to individuals, including costs such as costs of advertis-

4 ing, commissions and salaries of agents, and salaries and

5 other expenses of field staff directly involved in the sale

6 of coverage under the plan.

7 "(d) A carrier shall be eligible for purposes of this

8 section if it

—

9 "
( 1 ) is a corporation or other nongovernmental

10 organization which is lawfully engaged in issuing plans

11 described in subsection (c) (l) in the State with respect

12 to which it requests eligibility under this section;

"(2) agrees that any information provided in con-

14 nection with any approved plan will be accurate and

15 complete

;

16 "
(3) agrees, in the case of any individual who has

17 made an election under this section with respect to an

18 approved plan and who revokes such election ( including

19 termination of such coverage by such individual or the

20 carrier) , to continue to make payments under such plan

21 with respect to him until his revocation is effective (or

22 would be effective if such termination were considered

23 a revocation) as provided in subsection (b) (2) ;

24 "(4) agrees to provide the Secretary, on request,

25 such reports as may reasonably be necessary to enable
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1 him to determine the amounts due, under any plan with

2 respect to which an election has been made under this

3 section, on account of reimbursable health services and

4 the administrative expenses of the carrier in connection

5 therewith, and agrees to permit the Secretary to deter-

6 mine the accuracy of such reports;

7 "(5) agrees to make payments for reimbursable

8 health services to providers of services, or to provide

9 reimbursable health services, with respect to individuals

10 who have made an election under this section in the same

H amounts, under the same conditions, and subject to the

12 same limitations as are applicable in the case of such

13 services for which payments are made under the preced-

14 ing sections of this title; and

15 "(6) agrees not to impose any fees, premiums, or

16 other charges with respect to reimbursable health serv-

17 ices for individuals entitled to health insurance benefits

18 under this title.

19 " (e) If a plan ceases to be approved under this section

20 or a carrier ceases to be an eligible carrier or ceases to do

21 business, any individual who has made an election under this

22 section and is covered by such plan or by a plan of such

23 carrier shall be deemed to have revoked his election under

24 this section and such revocation shall, notwithstanding sub-

25 section (b) (2), be effective immediately upon such cessa-
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1 tion; except that the limitations applicable under such plan

2 shall apply with respect to the benefit period (as defined in

3 section 1704 (c) )
, if any, of such individual existing at the

4 time of such cessation.

5 "(f)(1) An eligible carrier shall be paid from time to

" time amounts equal to the payments made or the cost of

' services provided by it for reimbursable health services under

° approved plans with respect to individuals who have made

9 an election under this section and, in addition, such amounts

10 as the Secretary finds to be the administrative costs of such

H carrier which are reasonably necessary to the provision of or

1^ payment for the cost of reimbursable health services for such

1^ individuals under an approved plan, except that such addi-

14 tional amounts for any year may not be more than 50 per

15 centum greater than the comparable part of the cost of

16 administration of this title.

17 "(2) In the case of a plan to which subparagraph (B)

18 of subsection (c) (3) is applicable, the limitations and con-

19 ditions of payment for reimbursable health services under the

20 preceding sections of this title shall be modified in accordance

21 with such subparagraphs; and for such purposes the maxi-

22 mum units of reimbursable health services ( within the mean-

23 ing of section 1704(b) ) for which payment will be made

24 under this title shall be one hundred and five units.
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^ "regulations

2 "Sec. 1717. When used in this title, the term 'regula-

3 tions' means, unless the context otherwise requires, regula-

4 tions prescribed by the Secretary.

5 "application of certain provisions of title n

6 "Sec. 1718. The provisions of sections 206, 208, and

7 216 (j) , and of subsections (a), (d)
,

(e)
,

(f ) , and (h) of

8 section 205 shall also apply with respect to this title to the

9 same extent as they are applicable with respect to title II.

10 "designation of organization or publication by

11 NAME

12 "Sec. 1719. Designation in this title, by name, of any

13 nongovernmental organization or publication shall not be

14 affected by change of name of such organization or publica-

15 tion, and shall apply to any successor organization or publi-

16 cation which the Secretary finds serves the purpose for which

17 such designation is made."

FEDERAL HEALTH INSURANCE TRUST FUND

19 Sec. 102. (a) Section 201 of the Social Security Act

20 is amended by redesignating subsections (c), (d), (e),

21 (f ) , (g) , and (h) as subsections (d), (e), (f)
, (g) ,

(h),

22 and (i)
,
respectively, and by adding after subsection (b)

23 the following new subsection:

24 "(c) There is hereby created on the books of the

25 Treasury of the United States a trust fund to be known as
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1 the 'Federal Health Insurance Trust Fund'. The Federal

2 Health Insurance Trust Fund shall consist of such amounts

3 as may be appropriated to, or deposited in, such fund as

4 provided in this section. There is hereby appropriated to the

5 Federal Health Insurance Trust Fund for the fiscal year

6 ending June 30, 1963, and for each fiscal year thereafter, out

7 of any moneys in the Treasury not otherwise appropriated,

8 amounts equivalent to 100 per centum of

—

9 "(1) (A) 0.18 of 1 per centum of the wages

10 (as defined in section 3121 of the Internal Revenue

11 Code of 1954) paid after December 31, 1962, and

12 before January 1, 1964, and reported to the Secretary

of the Treasury or his delegate pursuant to subtitle F

14 of the Internal Revenue Code of 1954, which wages

15 shall be certified by the Secretary of Health, Education,

16 and Welfare on the basis of the records of wages estab-

17 lished and maintained by such Secretary in accordance

18 with such reports ; and

19 " (B) 0.68 of 1 per centum of the wages (as de-

20 fined in section 3121 of the Internal Revenue Code of

21 1954) paid after December 31, 1963, and reported to

22 the Secretary of the Treasury or his delegate pursuant to

23 subtitle F of the Internal Revenue Code of 1954, which

24 wages shall be certified by the Secretary of Health, Edu-

25 cation, and Welfare on the basis of the records of wages
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1 established and maintained by such Secretary in accord-

2 ance with such reports; and

3 "(2) (A) 0.135 of 1 per centum of the amount

4 of self-employment income (as defined in section 1402

5 of the Internal Revenue Code of 1954) reported to the

6 Secretary of the Treasury or his delegate on tax returns

7 under subtitle E of the Internal Revenue Code of 1954

8 for any taxable year beginning after December 31, 1962,

9 and before January 1, 1964, which self-employment

10 income shall be certified by the Secretary of Health,

H Education, and Welfare on the basis of the records of

12 self-employment income established and maintained by

13 the Secretary of Health, Education, and Welfare in ac-

14 cordance with such returns; and

15 "(B) 0.51 of 1 per centum of the amount of self-

16 employment income (as defined in section 1402 of the

17 Internal Revenue Code of 1954) reported to the Secre-

18 tary of the Treasury or his delegate on tax returns under

19 subtitle E of the Internal Revenue Code of 1954 for

20 any taxable year beginning after December 31, 1963,

21 which self-employment income shall be certified by the

Secretary of Health, Education, and Welfare on the

23 basis of the records of self-employment income estab-

24 lished and maintained by the Secretary of Health, Edu-

25 cation, and Welfare in accordance with such returns."
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1 (b) The first sentence of the subsection of such section

2 201 herein redesignated as subsection (d) is amended by

3 striking out "and the Federal Disability Insurance Trust

4 Fund" and inserting in lieu thereof the Federal Disability

5 Insurance Trust Fund, and the Federal Health Insurance

6 Trust Fund".

7 (c) Paragraph (1) of the subsection of such section

8 201 herein redesignated as subsection (h) is amended by

9 striking out "titles II and VIII" and "this title" wherever

10 they appear and inserting in lieu thereof "this title and title

11 XVII".

12 (d) The last sentence of paragraph (2) of such sub-

13 section is amended by striking out "and clause (1) of sub-

14 section (b)" and inserting in lieu thereof ", clause (1) of

15 subsection (b), and clause (1) of subsection (c) ".

16 (e) The subsection of such section herein redesig-

17 nated as subsection (i) is amended by adding at the end

18 thereof the following new sentence: "Payments required to

19 be made under title XVII shall be made only from the

20 Federal Health Insurance Trust Fund."

21 (f) Section 218(h) (1) of such Act is amended by

22 striking out "and (b) (1)" and inserting in lieu thereof

23 ", (b) (1), and (c) (1)".

24 (g) Section 221 (e) of such Act is amended

—

25 (A) by striking out "Trust Funds" wherever that
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1 appears and inserting in lieu thereof "Trust Funds (ex-

2 cept the Federal Health Insurance Trust Fund)";

3 (B) by striking out "subsection (g) of section

4 201" and inserting in lieu thereof "subsection (h) of

5 section 201"; and

6 (0) by inserting "under this title" before the

7 period at the end thereof.

° (h) Section 1106(b) of such Act is amended by

9 striking out "and the Federal Disability Insurance Trust

10 Fund" and inserting in }ieu thereof ", the Federal Disability

Insurance Trust Fund, and the Federal Health Insurance

12 Trust Fund".

13 INCREASE IN EARNINGS BASE

14 Definition of Wages

15 Sec. 103. (a) (1) Paragraph (3) of section 209(a)

16 of the Social Security Act is amended by inserting "and

17 prior to 1963" after "1958".

18 (2) Such section 209 (a) is further amended by adding

19 at the end thereof the following new paragraph:

20 "(4) That part of remuneration which, after re-

21 muneration (other than remuneration referred to in the

22 succeeding subsections of this section) equal to $5,200

23 with respect to employment has been paid to an indi-
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1 vidual during any calendar year after 1962, is paid to

2 such Individual during such calendar year;".

3 Definition of Self-employment Income

4 (b) (1) Subparagraph (C) of section 211(b) (1) of

5 such Act is amended by inserting "and prior to 1963" after

6 "1958"; and by striking out or" and inserting in lieu

7 thereof "; and".

8 (2) Such section 211(b) (1) is further amended by

9 adding at the end thereof the following new subparagraph:

10 " (D) For any taxable year ending after 1962,

H
(i) $5,200, minus (ii) the amount of wages paid to

12 such individual during the taxable year; or".

13 Definitions of Quarter and Quarter of Coverage

14 (c) (1) Clause (ii) of section 213(a) (2) of such Act

15 is amended by striking out "1958" and inserting in lieu

16 thereof "1958 and before 1963, or $5,200 in the case of a

17 calendar year after 1962".

18 (2) Clause (hi) of section 213(a) (2) of such Act is

19 amended by striking out "1958" and inserting in lieu thereof

20 "1958 and before 1963, or $5,200 in the case of a taxable

21 year ending after 1962".

22 Table for Determining Primary Insurance Amount

23 (d) (1) The table in section 215(a) of such Act is
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amended by striking out all the figures in columns II, III,

IV, and V beginning with the line which reads

"101.50 102.30 31." 319 109 254.00"

and down through the line which reads

"399 400 127 2.-.4.00"

and inserting in lieu thereof the following:

'101.50 102.30 315 319 109 255.20
102.40 103.20 320 323 110 258.40
103.30 104.20 324 328 111 262.40
104.30 105.10 329 333 112 266.40
105.20 106.00 334 337 113 268.00
106.10 107.00 338 342 114 268.00
107.10 107.90 343 347 115 268.00
108.00 108.50 348 351 116 268.00

352 356 117 268.00
357 361 118 268.00
362 365 119 268.00
366 370 120 268.00
371 375 121 268.00
376 379 122 268.00
380 384 123 268.00
385 389 124 268.00
390 393 125 268.00
394 398 126 268.00
399 403 127 268.00
404 407 128 268.00
408 412 129 268.00
413 417 130 268.00
418 421 131 268.00
422 426 132 268.00
427 431 133 268.00
432 433 134 268.00"

(2) The amendment made by paragraph (1) shall be

applicable with respect to monthly insurance benefits under

title II of such Act for months after December 1962 and

with respect to lump-sum death payments in the case of

deaths after December 1962.

Average Monthly Wage

(e) Paragraph (1) of section 215(e) of such Act is

amended by striking out "and the excess over $4,800 in the

case of any calendar year after 1958" and inserting in lieu

thereof "the excess over $4,800 in the case of any calendar
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1 year after 1958 and before 1963, and the excess over

2 $5,200 in the ease of a calendar year after 1962".

3 TECHNICAL AMENDMENTS

4 Suspension in Case of Aliens

5 Sec. 104. (a) Subsection (t) of section 202 of such

6 Act is amended by adding at the end thereof the following

7 new paragraph:

8 "(9) No payments shall be made under title

9 XVII with respect to services furnished to an individ-

10 ual in any month for which the prohibition in para-

11 graph (l) against payment of benefits to him is ap-

12 plicable (or would be if he were entitled to any such

13 benefits)
."

14 Persons Convicted of Subversive Activities

15 (b) Subsection (u) of such section is amended by strik-

16 ing out "and" before the phrase "in determining the amount

17 of any such benefit payable to such individual for any such

18 month," and inserting after such phrase "and in determining

19 whether such individual is entitled to health insurance bene-

20 fits under title XVII for any such month,".

21 Advisory Council on Social Security Financing

22 (c) (1) Subsection (a) of section 116 of the Social

23 Security Amendments of 1956 is amended by striking out

24 "and of the Federal Disability Insurance Trust Fund" and
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1 inserting in lieu thereof of the Federal Disability Insurance

2 Trust Fund, and of the Federal Health Insurance Trust

3 Fund". Such subsection is further amended by inserting be-

4 fore the period at the end thereof "and the health insurance

5 benefits program".

6 (2) Subsection (d) of such section is amended by

7 striking out "and the Federal Disability Insurance Trust

8 Fund" and inserting in lieu thereof the Federal Disability

9 Insurance Trust Fund, and the Federal Health Insurance

10 Trust Fund".

H
(3) Subsection (f) of such section is amended by

1^ striking out the adequacy of benefits under the program,

l^ and all other aspects of the program" and inserting in lieu

14 thereof "and the health insurance benefits program, the

15 adequacy of benefits under the program, and all other aspects

16 of the program".

17 TITLE II—AMENDMENTS TO THE INTERNAL

18 REVENUE CODE OF 1954

19 CHANGES IN TAX SCHEDULES

20 Self-Employment Income Tax

21 Sec. 201. (a) Section 1401 of the Internal Revenue

22 Code of 1954 (relating to the rate of tax on self-employ-

23 ment income) is amended to read as follows:
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1 "SEC. 1401. RATE OF TAX.

2 "In addition to other taxes, there shall be imposed for

3 each taxable year, on the self-employment income of every

4 individual, a tax as follows

—

5 "
( 1 ) in the case of any taxable year beginning

6 after December 31, 1962, and before January 1, 1964,

7 the tax shall be equal to 5.4 percent of the amount of

8 the self-employment income for such taxable year;

9 "
( 2 ) in the case of any taxable year beginning

10 after December 31, 1963, and before January 1, 1966,

H the tax shall be equal to 5.8 percent of the amount of

12 the self-employment income for such taxable year;

"(3) in the case of any taxable year beginning

14 after December 31, 1965, and before January 1, 1968,

15 the tax shall be equal to 6.6 percent of the amount of

16 the self-employment income for such taxable year; and

17 " (4) in the case of any taxable year beginning

18 after December 31, 1967, the tax shall be equal to 7.3

19 percent of the amount of the self-employment income

20 for such taxable year."
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1 Tax on Employees

2 (b) Section 3101 of such Code (relating to rate of tax

3 on employees under the Federal Insurance Contributions

4 Act) is amended to read as follows:

5 "SEC. 3101. RATE OF TAX.

6 "In addition to other taxes, there is hereby imposed on

7 the income of every individual a tax equal to the following

8 percentages of the wages (as denned in section 3121 (a)
)

9 received by him with respect to employment (as defined in

10 section 3121(b) )
—

H "(1) w^h respect to wages received during the

12 calendar year 1963, the rate shall be 3f percent;

13 "(2) with respect to wages received during the

14 calendar years 1964 and 1965, the rate shall be 3f

15 percent;

16 "(3) with respect to wages received during the

17 calendar years 1966 and 1967, the rate shall be 4f

18 percent; and

19 " (4) with respect to wages received after Decem-

20 ber 31, 1967, the rate shall be 4| percent."

21 Tax on Employers

22 (c) Section 3111 of such Code (relating to rate of tax
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1 on employers under the Federal Insurance Contributions

2 Act) is amended to read as follows:

3 "SEC. 3111. RATE OF TAX.

4 "In addition to other taxes, there is hereby imposed on

5 every employer an excise tax, with respect to having indi-

6 viduals in his employ, equal to the following percentages of

7 the wages (as defined in section 3121 (a)
)
paid by him with

8 respect to employment (as defined in section 3121 (b) )
—

9 "
( 1 ) with respect to wages paid during the calen-

1° dar year 1963, the rate shall be 3f percent;

11 " (2) with respect to wages paid during the calen-

12 dar years 1964 and 1965, the rate shall be 3-J percent;

13 "(3) with respect to wages paid during the calen-

14 dar years 1966 and 1967, the rate shall be 4f percent;

15 and

16 "(4) with respect to wages paid after December

17 31, 1967, the rate shall be 41 percent,"

18 Effective Dates

19 (d) The amendment made by subsection (a) shall

20 apply with respect to taxable years beginning after Decem-

21 ber 31, 1962. The amendments made by subsections (b)

22 and (c) shall apply with respect to remuneration paid after

23 December 31, 1962.
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1 INCKEASE IN TAX BASE

2 Definition of Self-Employment Income

3 Sec. 202. (a) (1) Subparagraph (C) of section 1402

4 (b) (1) of the Internal Revenue Code of 1954 is amended

5 by adding "and before 1963" after "1958"; and by striking

6 out "or" and inserting in lieu thereof "and".

7 (2) Such section 1402(b) (1) is further amended by

8 adding at the end thereof the following new subparagraph:

"(D) for any taxable year ending after 1962,

10 (i) $5,200, minus (ii) the amount of the wages

H paid to such individual during the taxable year; or".

1^ Definition of Wages

1^ (b) Section 3121 (a) (1) of such Code is amended by

14 striking out "$4,800" wherever it appears and inserting in

15 lieu thereof "$5,200".

16 Federal Service

17 (c) Section 3122 of such Code is amended by striking

18 out "$4,800" and inserting in lieu thereof "$5,200".

19 Returns in the Case of Governmental Employees in Guam

20 and American Samoa

21 (d) Section 3125 of such Code is amended by striking

22 out "$4,800" wherever it appears and inserting in lieu

23 thereof "$5,200".
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1 Special Refunds of Employment Taxes

2 (e) (1) Section 6413(c)(1) of such Code is

3 amended

—

4 (A) by inserting "and prior to the calendar year

5 1963" after "the calendar year 1958"

;

6 (B) by inserting "or (C) during any calendar

7 year after the calendar year 1962, the wages received

8 by him during such year exceed $5,200," after "exceed

9 $4,800,"; and

10 (C) by inserting before the period at the end

11 thereof "and before 1963, or which exceeds the tax with

respect to the first $5,200 of such wages received in

^ such calendar year after 1962".

14 (2) Section 6413 (c) (2) (A) of such Code is amended

15 by striking out "or $4,800 for any calendar year after 1958"

16 and inserting in lieu thereof "$4,800 for the calendar year

17 1959, 1960, 1961, or 1962, or $5,200 for any calendar

18 year after 1962".

19 Effective Date

20 (f) The amendments made by subsections (b)
,

(c)

,

21 and (d) shall be applicable with respect to remuneration

22 paid after 1962.
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1 TECHNICAL AMENDMENT

2 Sec. 203. Section 3121 (1) (6) of the Internal Kevenue

3 Code of 1954 is amended by striking out "and the Federal

4 Disability Insurance Trust Fund," and inserting in lieu there-

5 of ", the Federal Disability Insurance Trust Fund, and the

6 Federal Health Insurance Trust Fund,". The amendment

7 made by this section shall be effective January 1, 1963.

8 TITLE III—RAILROAD RETIREMENT

9 AMENDMENTS

10 HEALTH INSURANCE BENEFITS FOE THE AGED UNDER THE

11 RAILROAD RETIREMENT ACT

12 Sec. 301. (a) The Railroad Retirement Act of 1937

13 is amended by adding after section 20 of such Act the follow-

14 ing new section:

15 "Health Insurance Benefits for the Aged

16 "Sec. 21. (a) For the purposes of this section, and

17 subject to the conditions hereinafter provided, the Board

18 shall have the same authority to determine the rights of

19 individuals described in subsection (b) of this section to

20 have payments made on their behalf for health insur-

21 ance benefits consisting of inpatient hospital services, skilled

22 nursing facility services, home health services, and outpatient

23 hospital diagnostic services within the meaning of title XVII

24 of the Social Security Act as the Secretary of Health, Educa-

25 tion, and Welfare has under such title XVII with respect to
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1 individuals to whom such title applies. The rights of indi-

2 viduals described in subsection (b) of this section to have

3 payment made on their behalf for the services referred to in

4 the next preceding sentence shall be the same as those of

5 individuals to whom title XVII of the Social Security Act

" applies and this section shall be administered by the Board

7 as if the provisions of such title XVII were applicable, refer-

° ences to the Secretary of Health, Education, and Welfare

9 were to the Board, references to the Federal Social Insurance

10 Trust Fund were to the Railroad Retirement Account, refer-

11 ences to the United States or a State included Canada or a

subdivision thereof, and the provisions of sections 1707 and

-I Q
1712 of such title XVII were not included in such title. For

14 purposes of section 11, a determination with respect to the

15 rights of an individual under this section shall, except in the

16 case of a provider of services, be considered to be a decision

17 with respect to an annuity.

18 "(b) Except as otherwise provided in this section,

19 every individual who

—

20 " (A) has attained age sixty-five and

21 "(B) (i) is entitled to an annuhVy, or (ii) would

22 be entitled to an annuity had he ceased compensated

23 service and, in the case of a spouse, had such spouse's

24 husband or wife ceased compensated service, or (iii)

25 had been awarded a pension under section 6, or (iv)
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1 bears a relationship to an employee which, by reason of

2 section 3(e), has been, or would be, taken into account

3 in calculating the amount of an annuity of such employee

4 or his survivor,

5 shall be entitled to have payment made for the services re-

6 ferred to in subsection (a) , and in accordance with the pro-

7 visions of such subsection. The payments for services herein

8 provided for shall be made from the Railroad Retirement Ac-

9 count (in accordance with, and subject to, the conditions

10 applicable under section 10 (b) in making payment of other

H benefits) to the hospital, skilled nursing facility, or home

12 health agency providing such services, including such serv-

13 ices provided in Canada to individuals to whom this sub-

14 section applies but only to the extent that the amount of

15 payments for services otherwise hereunder provided for an

16 individual exceeds the amount payable for like services pro-

17 vided pursuant to the law in effect in the place in Canada

18 where such services are furnished.

19 "(c) No individual shall be entitled to have payment

20 made for the same services, which are provided for in this

21 section, under both this section and title XVII of the Social

22 Security Act, and no individual shall be entitled to have

23 payment made under both this section and such title XVII

24 for more than ninety days of inpatient hospital services or

25 more than one hundred and eighty days of skilled nursing
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1 facility services or more than one hundred and fifty units of

2 such services during any benefit period, or more than two

3 hundred and forty visits in any calendar year in which home

4 health services are furnished. In any case in which an indi-

5 vidual would, but for the preceding sentence, be entitled to

6 have payment for such services made under both this section

7 and such title XVII, payment for such services to which such

8 individual is entitled shall be made in accordance with the

9 procedures established pursuant to the next succeeding

10 sentence, upon certification by the Board or by the Secretary

11 of Health, Education, and Welfare. It shall be the duty of

12 the Board and such Secretary with respect to such cases

13 jointly to establish procedures designed to minimize dupli-

14 cations of requests for payment for services and determina-

15 tions and to assign administrative functions between them so

16 as to promote the greatest facility, efficiency, and consistency

17 of administration of this section and title XVII of the Social

18 Security Act
;
and, subject to the provisions of this subsection

19 to assure that the rights of individuals under this section or

20 title XVII of the Social Security Act shall not be impaired or

21 diminished by reason of the administration of this section and

22 title XVII of the Social Security Act. The procedures so

23 established may be included in regulations issued by the

24 Board and by the Secretary of Health, Education, and Wel-

25 fare to implement this section and such title XVII, respec-

26 tively.
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1 "(d) Any agreement entered into by the Secretary of

2 Health, Education, and Welfare pursuant to title XVII of the

3 Social Security Act shall be entered into on behalf of both

4 such Secretary and the Board. The preceding sentence shall

5 not be construed to limit the authority of the Board to enter

6 on its own behalf into any such agreement relating to serv-

7 ices provided in Canada or in any facility devoted primarily

8 to railroad employees.

"(e) A request for payment for services filed under

10 this section shall be deemed to be a request for payment for

11 services filed as of the same time under title XVII of the

12 Social Security Act, and a request for payment for services

13
filed under such title shall be deemed to be a request for pay-

14 ment for services filed as of the same time under this section.

15 "(f) The Board and the Secretary of Health, Educa-

16 tion, and Welfare shall furnish each other with such infor-

17 mation, records, and documents as may be considered neces-

18 sary to the administration of this section or title XVII of the

19 Social Security Act."

20 Amendment Preserving Relationship Between Railroad Re-

21 tirement and Old-Age, Survivors, Disability, and Health

22 Insurance Systems

23 (b) Section (1) (q) of such Act is amended by strik-

24 ing out "1961" and inserting in lieu thereof "1962".
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1 Financial Interchange Between Railroad Retirement Ac-

2 count and Federal Health Insurance Trust Fund

3 (c) (1) Section 5(k) (2) of such Act is amended

—

4 (A) by striking out subparagraphs (A) and (B)

5 and redesignating subparagraphs (C)
,

(D) , and (E)

6 as subparagraphs (A), (B),and (C)
,
respectively

;

7 (B) by striking out the second sentence and the

8 last sentence of the subparagraph redesignated as sub-

9 paragraph (A) by subparagraph (A) of this paragraph

;

10 (C) by adding at the end of the subparagraph

H redesignated as subparagraph (A) by subparagraph

12 (A) of this paragraph the following new subdivision:

13 " (hi) At the close of the fiscal year ending

14 June 30, 1963, and each fiscal year thereafter, the

15 Board and the Secretary of Health, Education, and

16 Welfare shall determine the amount, if any, which,

17 if added to or subtracted from the Federal Health

18 Insurance Trust Fund would place such fund in

19 the same position in which it would have been if

20 service as an employee after December 31, 1936,

21 had been included in the term 'employment' as

22 defined in the Social Security Act and in the Federal

23 Employment Contributions Act. Such determina-
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1 tion shall be made no later than June 15 following

2 the close of the fiscal year. If such amount is to be

3 added to the Federal Health Insurance Trust Fund

4 the Board shall, within ten days after the deter-

5 ruination, certify such amount to the Secretary of

6 the Treasury for transfer from the Retirement Ac-

7 count to the Federal Health Insurance Trust Fund;

8 if such amount is to be subtracted from the Federal

9 Health Insurance Trust Fund the Secretary of

10 Health, Education, and Welfare shall, within ten days

11 after the determination, certify such amount to the

12 Secretary of the Treasury for transfer from the

13 Federal Health Insurance Trust Fund to the Re-

14 tirement Account. The amount so certified shall

15 further include interest (at the rate determined

16 under subparagraph (B) for the fiscal year under

17 consideration) payable from the close of such fiscal

18 year until the date of certification."

;

19 (D) by striking out "subparagraph (B) and (0)"

20 where it appears in the subparagraph redesignated as

21 subparagraph (B) by subparagraph (A) of this para-

22 graph and inserting in lieu thereof "subparagraph (A) "

;

23 and

24 (E) by amending the subparagraph redesignated
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1 as subparagraph (C) by subparagraph (A) ofthispara-

2 graph to read as follows:

3 "(C) The Secretary of the Treasury is authorized

4 and directed to transfer to the Federal Old-Age and Sur-

5 vivors Insurance Trust Fund, the Federal Disability In-

6 surance Trust Fund, or the Federal Health Insurance

7 Trust Fund from the Retirement Account or to the Ee-

8 tirement Account from the Federal Old-Age and Sur-

9 vivors Insurance Trust Fund, the Federal Disability

1° Insurance Trust Fund, or the Federal Health Insurance

11 Trust Fund, as the case may be, such amounts as, from

!2 time to time, may be determined by the Board and the

13 Secretary of Health, Education, and Welfare pursuant

14 to the provisions of subparagraph (A) , and certified by

15 the Board or the Secretary of Health, Education, and

16 Welfare for transfer from the Retirement Account or

17 from the Federal Old-Age and Survivors Insurance Trust

18 Fund, the Federal Disability Insurance Trust Fund, or

19 the Federal Health Insurance Trust Fund."

20 (2) The amendments made by paragraph (1) of this

21 subsection shall be effective January 1, 1963. Such amend-

22 ments and the amendments made by section 202 (a) shall

23 not be construed to increase or diminish the sums to be trans-

24 ferred, under the provisions of section 5 (k) (2) of the
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1 Railroad Retirement Act before their amendment by para-

2 graph (1) of this subsection, between the Railroad Retire-

3 ment Account and the Federal Old-Age and Survivors

4 Insurance Trust Fund or the Federal Disability Insurance

5 Trust Fund.

6 AMENDMENTS TO RAILROAD RETIREMENT TAX ACT

7 Tax on Employees

8 Sec. 302. (a) Section 3201 of the Railroad Retire-

9 ment Tax Act is amended by striking out Provided" and

10 inserting in lieu thereof the following: ". With respect to

11 compensation paid for services rendered after the date

12 with respect to which the rates of taxes imposed by sec-

13 tion 3101 of the Federal Insurance Contributions Act are

14 increased with respect to wages by section 201 (b) of

15 the Act which amended the Social Security Act by adding

16 title XVII the rates of tax imposed by this section shall

17 be increased, with respect only to compensation paid for

18 services rendered before January 1, 1965, by the num-

19 ber of percentage points (including fractional points) that

20 the rates of taxes imposed by such section 3101 are so in-

21 creased with respect to wages: Provided".

22 Tax on Employee Representatives

23 (b) Section 3211 of the Railroad Retirement Tax Act

24 is amended by striking Provided!' and inserting in lieu

25 thereof the following: ". With respect to compensation paid
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1 for services rendered after the date with respect to which the

2 rates of taxes imposed by section 3101 of the Federal Insur-

3 ance Contributions Act are increased with respect to wages

4 by section 201 (b) of the Act which amended the Social

5 Security Act by adding title XVII the rates of tax imposed

6 by this section shall be increased, with respect only to com-

7 pensation paid for services rendered before January 1, 1965,

8 by twice the number of percentage points (including frac-

9 tional points) that the rates of taxes imposed by such section

10 3101 are so increased with respect to wages: Provided".

11 Tax on Employers

12 (c) Section 3221 of the Railroad Retirement Tax Act

13 is amended by inserting after "$400" the first time it ap-

14 pears the following: With respect to compensation paid

15 for services rendered after the date with respect to which

16 the rates of taxes imposed by section 3111 of the Federal

17 Insurance Contributions Act are increased with respect to

18 wages by section 201 (c) of the Act which amended the

19 Social Security Act by adding title XVII the rates of tax

20 imposed by this section shall be increased, with respect only

21 to compensation paid for services rendered before January 1,

22 1965, by the number of percentage points (including frac-

23 tional points) that the rates of taxes imposed by such sec-

24 tion 3111 are so increased with respect to wages".
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1 TITLE IV—HEALTH INSURANCE BENEFITS FOE

2 PRESENTLY UNINSURED INDIVIDUALS

3 COVERAGE PROVISIONS

4 Sec. 401. Anyone who

—

5 ( 1 ) has attained the age of 65,

6 (2) (A) attained such age before 1967, or (B)

7 has not less than 3 quarters of coverage (as denned in

8 title II of the Social Security Act or section 5(1) of

9 the Railroad Retirement Act of 1937), whenever ac-

10 quired, for each calendar year elapsing after 1964 and

11 before the year in which he attained such age,

12 (3) is not, and upon riling application therefor

13 would not be, entitled to monthly insurance benefits un-

14 der section 202 of the Social Security Act and does not

15 meet the requirements set forth in subparagraph (B) of

16 section 21 (b) of the Railroad Retirement Act of 1937,

17 and

18 (4) has filed an application under this section at

19 such time, in such manner, and in accordance with such

20 other requirements as may be prescribed in regulations

21 of the Secretary,

22 shall (subject to the limitations in this part) be deemed,

23 solely for purposes of section 1705 of the Social Security

24 Act, to be entitled to monthly insurance benefits under such

25 section 202 for each month, beginning with the first month
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in which he meets the requirements of this subsection and

2 ending with the month in which he dies or, if earlier, the

3 month before the month in which he becomes entitled to

4 monthly insurance benefits under such section 202 or meets

5 the requirements set forth in subparagraph (B) of section

q 21 (b) of the Railroad Retirement Act of 1937.

7 LIMITATIONS

g Sec. 402. (a) The provisions of section 401 shall apply

9 only in the case of an individual who

—

10 (1) is a resident of the United States (as de-

ll fined in section 210 of the Social Security Act) , and

12 (2) is a citizen of the United States or has re-

13 sided in the United States (as so denned) continuously

14 for not less than 10 years.

15 (b) The provisions of section 401 shall not apply to

16 any individual who

—

17 ( 1 ) is a member of any organization referred to in

18 section 210(a) (17) of the Social Security Act,

19 (2) has been convicted of any offense listed in

20 section 202 (u) of the Social Security Act,

21 (3) is an employee of the United States, or

22 (4) is eligible for the benefits of the Federal Em-

23 ployees Health Benefits Act of 1959 or the Retired

24 Federal Employees Health Benefits Act.
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1 PAYMENTS TO TRUST FUND

2 Sec. 403. There are hereby authorized to be appro-

3 priated to the Federal Health Insurance Trust Fund (estab-

4 lished by section 201 of the Social Security Act) from time

5 to time such sums as the Secretary deems necessary, on

6 account of

—

7 (a) payments made from such Trust Fund under

8 title XVII of such Act with respect to individuals who

9 are entitled to health insurance benefits solely by reason

10 of this part,

11 (b) the additional administrative expenses result-

12 ing therefrom, and

13 (c) any loss in interest to such Trust Fund result-

14 ing from the payment of such amounts,

15 in order to place such Trust Fund in the same position in

16 which it would have been if sections 401 and 402 of this Act

17 had not been enacted.

18 TITLE V—MISCELLANEOUS PROVISIONS

19 STUDIES AND RECOMMENDATIONS

20 Sec. 241. The Secretary of Health, Education, and

21 Welfare shall carry on studies and develop recommendations

22 to be submitted from time to time to the Congress relating

23 to (1) the adequacy of existing facilities for health care for

24 purposes of the program established by this Act; (2) meth-

25 ods for encouraging the further development of efficient and



83

1 economical forms of health care which are a constructive al-

2 ternative to inpatient hospital care; (3) the feasibility of

3 providing additional types of health insurance benefits within

4 the financial resources provided by this Act; and (4) the

5 effects of the deductibles and use of the option upon bene-

6 ficiaries, hospitals, and the financing of the program.
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13654 CONGRESSIONAL RECORD— SENATE 1962 July 25

HEALTH INSURANCE BENEFITS
ACT, 1962

Mr. ANDERSON. Mr. President, in
the days preceding the vote last Tues-
day to table the so-called Anderson
amendment to H.R. 10606, the welfare
bill, a number of changes were made
in the amendment as originally intro-
duced on June 29. This amendment,
you will recall, would have established
a health insurance program for some
17 Vz million Americans age 65 and over.
The senior Senator from New York

[Mr. Javits] proposed a final major
modification in his original amendment
to the so-called Anderson amendment,
and his modifying amendment, which I

accepted, was not printed. Additionally,
the junior Senator from Colorado [Mr.
Carroll], the senior Senator from
Michigan [Mr. McNamara], and the
junior Senator from Maine [Mr. Mus-
kie] proposed modifying language which
was accepted; and I made two tech-
nical changes in the amendment.
Since the welfare bill is no longer

Senate business, it is impossible under
the rules of this body to order printed
the so-called Anderson amendment in
the form in which it was before us on
July 17. I am, therefore, introducing
today a bill which is the final form
taken by the health care for the aged
amendment to H.R. 10606. I do this so
that Senators and other interested per-
sons will have available the exact lang-
uage which was the subject of the vote
last week.

I have not asked the 25 cosponsors,
including 5 Members from the other
side of the aisle, to join in introducing
this bill or the 22 other Senators who
voted against tabling to join in spon-
soring the bill I introduce today. The
reason for this is that I am taking this

step simply as a way to have this pro-
posal printed. Their support for the
social security approach to the problem
of health care for the aged is already

a matter of record.

Mr. President, I send my bill to the

desk and ask that it be referred to the

proper committee.

The PRESIDENT pro tempore. The
bill will be received and appropriately

referred.

The bill (S. 3565) to provide for pay-
ment for hospital services, skilled nurs-
ing facility services, and home health
services furnished to aged beneficiaries

under the old-age survivors, and dis-

ability insurance program, and for other
purposes, introduced by Mr. Anderson,
was received, read twice by its title, and
referred to the Committee on Finance.

Mr. JAVITS subsequently said: Mr.
President, the Senator from New Mexico
[Mr. Anderson] today introduced a bill

which represented what the Senate
voted on in respect to the so-called

health-care-for-the-aging bill. I have
just talked with him and it is agreeable

with him if I ask unanimous consent to

be made a cosponsor of the bill. Ac-
cordingly, I ask unanimous consent that

I be made a cosponsor of the bill.

The PRESIDING OFFICER. With-
out objection, it is so ordered.
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HEALTH CARE TASK FORCE
Mr. JAVTTS. Mr. President, the prob-

lem of health care for the aging will con-
tinue to come before the Congress until

a practical solution is provided. With
the percentage of the aging in our popu-
lation continuing to grow and costs for
medical care continuing to rise while
their retirement and other incomes re-
main relatively static, it is obvious that
assistance must be forthcoming if these
millions of Americans are to get the
health care they need.
Many questions were raised in the Sen-

ate debate on the Anderson-Javits bill

last July, and I have therefore invited
a health care task force composed of
some of the best minds in our country
on this problem to go into the question
of the best way to provide health care
for our senior citizens. This task force
will, it is expected, bring in a report and
recommendations seasonably so that we
may have the benefit of their thinking
early in the next Congress.

I ask unanimous consent to print in

the Record the text of my announcement
made in New York, September 12; the
statement by former Secretary of Health,
Education, and Welfare, Arthur S. Flem-
ming; and the news stories which ap-
peared in the New York Times and the
New York Herald Tribune, September 13.

There being no objection, the an-
nouncement, statement, and articles

were ordered to be printed in the Rec-
ord, as follows:

Senator Javits Announces Formation of
Medicare Task Force

Senator Jacob K. Javits today announced
the formation of a task force on health care

for the aging to conduct a full-scale study
of the Anderson-Javits health care bill In

preparation for the 1963 drive for enactment.
The task force is comprised of a group of

outstanding health care experts, including
two former Secretaries of Health, Education,
and Welfare, Marion B. Folsom and Dr.

Arthur Flemming.
Senator Javits said the task force will

analyze the major objections raised by op-
ponents of the Anderson-Javits bill this year
when it was defeated in the Senate by only
four votes. He said the task force will seek
to determine if the plan Is practical and
workable, and will recommend any changes
It may deem necessary to improve it.

"This task force is nonpolitical and repre-
sentative of all Interested and qualified
groups," Senator Javits said. "These dis-

tinguished leaders have taken on an Im-
portant Job, and I believe their findings will

be of enormous benefit to the next Congress.
Their Investigation will get underway now bo
that their report can be made known to the
public and Congress early in 1963, before
Congress is asked again to act on a health
care for the aging bill."

Research staffs will be made available for
the study by the University of Oregon de-
velopment fund and New York University

Law School. The study will be financed by
Individual benefactors.

Mr. Folsom is now director of Eastman
Kodak Co.; Dr. Flemming is president of Uni-
versity of Oregon. Other members of the
task force are: Dr. Dickinson W. Richards,
emeritus professor of medicine, College of
Physicians and Surgeons, Columbia Univer-
sity; Winslow Carlton, New York health con-
sultant; Thomas Tierney, executive vice
president, Colorado Hospital Service (Blue
Cross), Denver, Colo.; Dr. Vernon W. Lip-
pard, dean of Yale Medical School; Dr.
Arthur Larson, Duke University, former Di-
rector of USIA; Russell A. Nelson, director,
Johns Hopkins Hospital; John C. Leslie, vice
president, Pan American Airways, and chair-
man, Committee on Aging, Community Serv-
ice Society of New York; Dr. James Dixon,
president, Antioch College, Ohio; Dr. Rus-
sell Lee, Palo Alto Clinic. California; and
Hubert Yount, vice president, Liberty Mu-
tual Insurance Co.. Boston, Mass.
Senator Javits said the task force will in-

vestigate and report on such matters as:
1. Financing the program: Is the social

security system the best way?
2. The private sector option: How practi-

cal is it? Are its terms workable? Are pro-
visions for eligibility of vendors of health
care, and of insurance carriers, sound?

3. Benefits: Are services provided by the
bill deliverable?

4. Cost estimates: How valid?
Senator Javits said the task force will also

study the growth capabilities of the present
Kerr-Mills Act as related to health care re-
quirements of the aging.

Statement by Dr. Arthur Flemming
I am delighted to respond to the request

of Senator Javtts to participate in the work of
the health care task force which he has
taken the initiative in bringing together. As
a result of my experiences as Secretary of
Health, Education, and Welfare I am con-
vinced there is a genuine need for the de-
velopment of a positive program to assist the
aged in protecting themselves in advance
against the economic hazards of illness.

I feel that the establishment of this task
force by Senator Javits reflects his contin-
uing determination to provide the leadership
in this area that will substitute action for
talk. I look forward to working with the
distinguished group of experts that have re-
sponded affirmatively to his Invitation. I

sincerely hope that we may be able to come
up with findings and recommendations
which will be of real help to the next Con-
gress when It once again faces this very im-
portant issue.

[From the New York Times, Sept. 13, 1962]

Aged-Care Study Set Up by Javits—12 Ex-
perts on Health To Make Independent
Survey

Senator Jacob K. Javits announced yester-
day that 12 prominent health authori-
ties would make an independent study of the
best way to provide medical care for the aged.
He said the study would start with an

analysis of objections that killed the Ander-
son-Javits bill in the Senate, 52 to 48, in
July.

Senator Javits, who is standing for reelec-
tion this year, stressed that the study, to be
privately financed through contributions,
would be nonpolitical and that members of
the task force would have "no strings" on
them in their work.
The New York Republican said, however,

that he hopes the study, after assessing the
practicability of the Anderson-Javits ap-
proach, might be able to recommend changes
that would Improve it and make it more un-
derstanble and acceptable to the public.

sponsors not bound
He said he had advised Senator Clinton

P. Anderson, Democrat, of New Mexico, that
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he was taking the lead In setting up the
health care task force, but he stressed that
none of the sponsors would necessarily be
bound by its recommendations.
Two former Secretaries of Health, Educa-

tion, and Welfare are on the task force. They
are Marion B. Polsom, now a director of the
Eastman Kodak Co., and Arthur S. Flemming,
president of the University of Oregon. Both
served in the Eisenhower administration.
Other members, all of whom serve with-

out pay, are:

Dr. Dickinson W. Richards, professor of
medicine emeritus at Columbia's College of
Physicians and Surgeons; Winslow Carlton,
New York health consultant; Thomas Tier-
ney, executive vice president of the Colo-
rado Hospital Service (Blue Cross) ; Dr. Ver-
non W. Lippard, dean of the Yale Medical
School.

Also, Dr. Arthur Larson of Duke Univer-
sity, former consultant to President Eisen-
hower; Russell A. Nelson, director of the
Johns Hopkins Hospital; John C. Leslie, vice
president of Pan American Airways and
chairman of the Committee on Aging of the
Community Service Society in New York.

Also, Dr. James Dixon, president of
Antioch College; Dr. Russell Lee of the Palo
Alto Clinic in California, and Hubert Yount,
vice president of the Liberty Mutual Insur-
ance Co. of Boston.
While disclaiming politics, Senator Javits

stands to benefit from his role in setting up
the health care task force. The move serves
to again Identify him at the outset of his
campaign with an Issue upon which the
Democrats hope to win votes nationally in
the congressional election.

Amendments to the administration's
medical care bill, proposed by Mr. Javits and
a small band of other Republicans, helped
make the losing Senate vote closer, but 31 of

the 52 negative votes were Republican.
Mr. Javits announced plans for the study

at a news conference at the Hotel Pierre.

able by the University of Oregon Develop-
ment Fund and the New York University
Law School. The members of the force will
serve without compensation.
In addition to the former Secretaries, the

committee includes:
Dr. Dickinson W. Richards, emeritus pro-

fessor of medicine, College of Physicians and
Surgeons, Columbia University.
Winslow Cablon, New York health con-

sultant.
Thomas Tierney, executive vice president

of the Colorado Blue Cross.
Dr. Vernon W. Lipprd, dean of the Yale

Medical School.
Dr. Arthur Larson, of Duke University,

former director of the USIA.
Russell A. Nelson, director of Johns Hop-

kins Hospital.
John C. Leslie, vice president of Pan

American Airways and chairman of the
Committee on Aging of the Community Serv-
ice Society of New York.

Dr. James Dixon, president of Antioch
College, Ohio.

Dr. Russell Lee, Palo Alto Clinic, Calif.
Hubert Yount, vice president of the Lib-

erty Mutual Insurance Co., Boston.

[Prom the New York Herald Tribune, Sept.

13, 1961]

Medicare: What's Best?

(By John Molleson)

Senator Jacob K. Javits announced yes-

terday the formation of a 12-member com-
mittee of prominent citizens to make rec-
ommendations on health care for the aged.
The Senator said he was convinced the

public had not been fully informed on the
issue of medical care for the aging, and
that this could have contributed to the de-
feat a few weeks ago of the Anderson-Javits
medicare bill. The bill lost in the Senate
by only four votes.
Mr. Javits described the committee as non-

political and representative of all interested
and qualified groups. He said it would
report to the public and Congress early next
year on whether the Anderson-Javits pro-
posals were sound, or if some other approach
should be tried.

Included among the 12 are two former
Secretaries of Health, Education, and Wel-
fare—Marion B. Folsom, now director of the
Eastman Kodak Co., and Dr. Arthur Flem-
ming, president of the University of Oregon.
The Senator said the group will report on

such matters as

:

Is the social security system the best way
to finance the program?
How practical is the private sector option,

for private insurance companies and non-
profit health organizations to be included
in the Government.plan?

Are the services provided by the bill "de-
liverable"?

Are its cost estimates valid?
The study will be privately financed and is

expected to cost less than $100,000, Mr. Jav-
its said. Research staffs will be made avail-
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FOREWORD

This report is the result of a year's study of the problem of financing

health care of the aged made by an independent, ad hoc committee com-
posed of individuals of widely varying backgrounds of experience and re-

sponsibility. The work was motivated by recognition of the seriousness of

the problem in our nation and the need for an over-all national policy for

its solution.

Formation of the Committee was suggested by Senator Jacob K. Javits,

of New York, in the summer of 1962. Following debate on the Senate floor

of the Anderson-Javits proposals for a Federal program of health insurance

for the aged in July of that year, the Senator was impressed by the need for

a fresh and independent review of the issue. He made it clear to the Com-
mittee, and repeated in a public statement announcing the Committee's

formation, that the Committee was in no way responsible to him nor would

he be bound by the Committee's recommendations. This has been in all

respects an independent and non-partisan effort.

The Committee met in ten full-day sessions to frame this report. Policy

aspects rather than specific details of programs and proposals have been the

focus of the Committee's work. Members have accommodated their in-

dividual opinions on matters of detail in order to achieve consensus on the

major issues. Throughout its deliberations, the Committee has made parti-

cular efforts to see the problem as a whole and to keep its various parts in

perspective, evaluating separate measures in the context of their effect upon
over-all results.

The main thesis of the conclusions reached is that the need of our aged

population for health insurance is such that actions are required in both

the private and public sectors of the nation, that the success of action in

each of these sectors depends upon effective action being taken in the other,

and that national policy providing for a dual, synchronized approach is

required. For attaining this solution, the Committee has formulated guiding

principles which are presented in this report.

The Committee has not engaged in research involving fact-finding

but has depended and drawn upon the extensive body of data available

from studies and reports of governmental and non-governmental organiza-

tions, -in all instances seeking and utilizing the most recent information

available.

We wish to express special appreciation for the resourceful, pains-

taking and patient work of Dr. Howard L. Bost, study director. We are

grateful for the advice of Professor Henry H. Foster, Jr. of New York Uni-

versity Law School on legal questions, Charles C. Slay for editorial assist-

ance, and to the many individuals consulted on various aspects of our study.

THE COMMITTEE
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The Problem
The development of sound, effective provision for the health care of

the aged population is one of the most important and urgent matters of

unfinished business before our nation.

This unfinished business requires attention because it vitally affects so

many individuals and bears so directly upon their well-being. Almost 18

million people in our nation are age 65 or over, and the number is increasing

rapidly, by nearly 1,000 each day. In 1950, there were 12-1/4 million, by

1970 there will be 20 million, and by 1980, almost 25 million. The period

we are living in is not only one in which the number of aged is rising and in

which this age group is becoming an increasing proportion of the nation's

population, it is also a period in which medical science is advancing at an

accelerating pace and is contributing increasingly to human well-being.

Health care is becoming a more essential and larger component in the

American standard of living. This is particularly true for older people as a

group, whose health problems are more numerous and more severe than

those of younger people. These basic and continuing trends make health

care of the aged a matter of increasing importance in our nation.

Attention is urgently required because the impact of health care cost

is a major threat to the independence and dignity of elderly people. Diffi-

culty in meeting health expenses and fears that costs of needed care will

eat away or exhaust resources and lead to dependency, are widespread and

common in our aged population. This is a product of the harsh reality that

old age is typically a period of life in which health expenses are high and

income is low.

Studies by the Department of Health, Education, and Welfare indicate

that the per capita costs of personal health services for those age 65 and

over are running about 2-1/2 times as high as for the rest of the popula-

tion. Excluding services financed by public funds, the health care expenses

of the aged are still more than twice as high as those of persons under 65

years of age. In 1961, the costs were estimated to be $226 per aged person

as compared to $103 for other persons.

As would be expected because most of the aged do not have earnings

from employment, income levels in the aged population are relatively low.

Reports issued by the Bureau of the Census show that of the aged persons

who live alone, almost half had money incomes of $1,000 or less in 1960

and three-fourth had less than $2,000 a year. Among families in the nation

where the head is 65 or over, the median annual income in 1960 was

$2,897; in comparison it was $5,905 for other families which, however, are
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larger in terms of numbers of persons per family. But for two-person fam-
ilies, which account for almost three out of four older families, median an-

nual income was $2,530 where the head was age 65 or over as compared
with $5,314 where the head of the family was younger.

The median value of the liquid assets held by spending units headed
by aged persons was but $1,000 in 1960, according to studies conducted

by the University of Michigan, Equity in their home is the most common
form of non-liquid assets which the aged have accumulated during their

lifetimes and this type of asset usually accounts for the major part of their

net worth. It should be recognized that the equity aged persons have in their

homes ordinarily does not represent an appropriate resource for meeting

illness expenses.

Traditionally, funds provided by the immediate family or other rela-

tives of aged persons have contributed importantly to meeting illness costs.

The changing pattern of American society, the growing urbanization and
mobility of the population, the not infrequent doubling-up of generations

who are aged, and many other factors which are part of modern living, are

reducing the extent to which the family can be looked to and relied upon
for security in old age.

A further factor intensifying the problem for the aged is that health

services continue to become more expensive. As measured by the Consumer
Price Index of the Bureau of Labor Statistics, medical care prices have

been rising more consistently and much faster than the cost of living. While

the price index for all items by June, 1963 had gone up 27 percent over-all

since 1950, the rise in the prices for medical care items had been 59 percent.

Hospital daily rates had increased 139 percent in this period.

The disadvantaged position of the aged, resulting from the combination

of their higher health care expenses and lesser ability to meet them, has

been extensively documented by many studies and reports by both govern-

mental agencies and private organizations. There is general agreement that

a problem does exist which our nation must solve. It is a national problem

and a human problem of major proportions and one that is clearly within

the nation's capacity to solve.

But the development of sound, effective provision is a matter of un-

finished business. Although provision for health care of aged persons on

public relief rolls has long been established and continues to be improved,

and although in recent years we have begun providing through the Kerr-

Mills program for the health care of the medically indigent aged (those who
require public aid to meet their health care costs), these measures are con-

fined to dealing with dependency after it has occurred. These measures do

not encourage or strengthen the efforts of the aged to avoid dependency. For

the millions of aged persons who have not sought relief but are exposed to

the risk of health costs they cannot meet, these existing measures do nothing
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to improve the chances that they will be able to retain their independence.

Public relief programs do not reduce the disadvantage of these millions of

aged persons in coping with illness costs nor ease the special risk they face

of losing their self-sufficiency and being reduced to a level of indigency by

the impact of health costs.

Moreover, it is important to recognize that dependency frequently

contributes to deterioration of health in the declining years of life. The
downward spiral often begins with an episode of acute illness which destroys

the aged person's financial independence; this state of dependency, in turn,

inhibits rehabilitation and creates a chronic condition that both robs the

individual of a life worth living and burdens his family or the community
with a high cost of care.

The existing need lies in developing sound, effective provisions for im-

proved protection of aged individuals against the loss of their independence,

of their pride and self-sufficiency as a result of health care costs. In threat-

ening the status of the individual, his security and his dignity, the economic
hazard of health care of the aged constitutes one of the great unsolved prob-

lems of the nation. The development of protection against this threat, provi-

sions to enable individuals in old age to manage health care and sickness

costs without humiliation and sacrifice of self-respect, is a challenge befitting

this nation and its concern for the individual. Our way of life, our social,

political and economic system, instills in our people a high value upon the

independence of the individual in his private affairs and an equally strong

stigma upon becoming dependent and losing self-sufficiency in dealing with

personal matters. An individual's health and his health care is a personal

matter. The problem and the challenge present in the circumstances sur-

rounding health care of the aged call for the nation to proceed in a way that

respects the values held by the individuals who comprise our aged popula-

tion and that carries out the precept of regard for the individual, his inde-

pendence and dignity, for which we stand as a people and as a nation.

The requirement imposed by the problem as here defined is provision

within the nation for needed protection of the aged against the impact of

health care costs. The facts and the character of the problem point squarely

to the conclusion that what is needed is development and extension of health

insurance to cover the high risk to which aged persons are exposed.

Insurance is appropriate and effective as a method of dealing with

health care costs because these costs tend to be unpredictable and beyond
the control of the individual as to the time or the amount in which cost is

incurred. Health care expenses, moreover, are spread unevenly among in-

dividuals and the amount of expenditure required tends to fluctuate sharply

from time to time. For these reasons, health care is distinct from other

items entering into the cost of living such as food, rent and clothing. Spend-

ing required by a family or individual for these latter items can be managed
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and controlled as to the timing and amount of expenditure and conse-

quentiy the expense involved can be predicted and budgeted; this is not

generally the case with respect to illness expenses. The need for and advan-
tages of insurance against medical and hospital bills is borne out by person-

al experience of most people. It is attested to by the widespread acceptance
of health insurance by the American people.

For aged persons, the importance of having protection against their

health care costs is seen to be even greater than it is for those who are

younger, because the aged are more likely than the rest of the population to

be sick, to be sick for prolonged periods, and to require more expensive

services, particularly hospitalization. Findings in 1960 of the National

Health Survey of the United States Public Health Service show that almost

4 out of 5 aged persons in the noninstitutional population have one or more
chronic health problems. One out of seven elderly persons is completely

limited in activity by chronic conditions. On the average, aged people

are sick in bed over two and a half times as many days per year as younger

people. The aged require hospitalization more often than persons under age

65 and the length of their stay in the hospital per admission is twice as long

on the average. For one out of ten hospitalized aged persons, the length of

stay is 30 days or longer. The hospital bill alone for the average length of stay

of an aged person usually amounts to more than $500, according to the

President's Council on the Aging.

On the basis of the condition of their health and of their proneness to

illness, it is apparent that older people are especially subject to the economic

hazards of illness. Without insurance, the shock-loss produced by a siege

of major illness, particularly illness requiring hospitalization, could be ex-

pected to have a serious effect on the financial security of many if not most

aged persons. Repeated episodes of illness or necessity for long-term care

are potentially crushing in their financial impact.

These elements of the situation of the aged, high vulnerability to loss,

in the face of characteristically slender margins of income and liquid assets

to meet losses, with maintenance of independence at stake, present a prob-

lem that can best be met by extension to aged persons of health insurance

coverage.

While this conclusion points the direction that should be taken in meet-

ing the problem confronting the nation, it leaves unresolved the character

and design of actions that will be required to accomplish adequate health

insurance coverage of the aged. Agreement as to the objective does not

suffice, since in the American economic and social system either private or

public actions or both are available to accomplish social objectives. Con-

sequently, a basic question is that of the respective responsibilities of private

and public effort which will constitute sound and effective provision for

achieving the needed health insurance coverage among aged persons.
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Private health insurance, in its dramatic growth and success in reaching

the great majority of the nation's population, has not only established its

basic role in the nation but also has demonstrated that it has both significant

potentialities and limitations. It is apparent that private health insurance

has encountered greater difficulties in extending coverage among aged per-

sons than in the case of the rest of the population and that it has not been

as effective in protecting them against the economic hazard of illness.

According to information from the private insurers and reported by the

Department of Health, Education, and Welfare, slightly over half of the

noninstitutional aged population in 1961 had some hospital insurance as

compared to three out of four persons in the general population. Less than

half of the aged had any surgical protection whereas among the general

population this protection is almost as extensive as hospital insurance. While

insurance against other health costs, such as out-of-hospital care, nursing

and drugs, is held by only a small part of the younger population, it is even

more limited for the aged. Data from the 1959 National Health Survey in-

dicate that among those in the aged population with family income under

$2,000 a year, more than two out of three aged persons had no health in-

surance whatever. This is the group most subject to being reduced to partial

or total dependency by illness costs. Also it is significant that among persons

having insurance the proportion of the hospital costs met by insurance has

been found to be lower for the aged than for the rest of the population. Find-

ings of the National Health Survey of 1958-60 indicate that the percentage

of hospitalized persons with insurance for whom their insurance paid less

than half of the hospital bill was more than twice as high for the aged as for

younger persons.

It is reliably estimated that while insurance is now paying upwards of

one third of the personal health expenses of the younger part of the popu-

lation, insurance is meeting only between 10 and 15 percent of the costs

incurred by persons age 65 and over. In sum, it is evident that the effective-

ness attained by private insurance in meeting the impact of health costs is

far less for elderly people than for those who are younger.

The major factors that have impeded successful development of pri-

vate health insurance for our older population and that restrict its ability

to solve the problem of health care of the aged are believed to be quite clear

and unmistakable. They are, moreover, highly pertinent to the conclusion

that is reached about what further actions should be taken in the nation to

meet the problem.

One basic factor is the cost of health protection for aged persons. For
most types of health care, with the notable exception of dental care, the

utilization of services and, consequently, costs of services are markedly
higher for the aged than for younger persons. The differential is greater with

respect to hospitalization expenses. The National Health Survey during

1958-60 found that on the average, aged persons were hospitalized more
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than two and a half times as many days as those who were younger. Be-

cause of such differentials, provision of the same level of benefits to elderly

people as to those who are younger involves a large increase in cost of pro-

tection. This means that the price charged to the aged must be far higher

than that charged to others for the same level of benefits. To reduce the

price of insurance for the aged ,their protection must be curtailed by benefit

restrictions, or the insurance plan must cover the loss resulting from the

higher cost of protection. If a "community rate" is charged the aged, the

loss resulting must be met by higher premiums charged to younger persons

than would otherwise be necessary.

Another basic factor is the level of income for aged persons. In two

ways, both of which are of fundamental significance, this factor makes more
formidable the difficulty for private insurance in meeting the need of the

aged for health care protection. The characteristic aspects of the financial

situation of aged persons, relatively low and fixed income, slender and ir-

retrievable reserves, mean that a high level of protection against the eco-

nomic hazards of illness is required to meet the needs of this population

group. The amount of costs which can be met at the time of illness is much
lower for the aged than for those in general population. Accordingly, it is

necessary for health insurance to cover a much larger proportion of health

care costs in the case of the aged. The importance of a high level of pro-

tection for aged persons is accentuated by the fact that costs are encountered

more frequently and in larger amounts than by younger persons and by

the greater tendency for health care costs to be progressive and accelerative

for the aged because of chronic conditions and long-term illnesses.

In addition to increasing the level of protection required, the factor of

low income has the further and more obvious implication of restricted

ability of the aged to afford private health insurance. The net result of this

is that the amount which must be charged for insurance designed to prevent

unmanageable costs at the time of illness exceeds the ability of aged persons,

particularly those most needing protection, to pay the required premiums. In

other words, private insurance providing the needed level of protection is

priced out of the market which must be served for the attainment of solution

of the problem of health care of the aged.

The impasse which exists to widespread development of private insur-

ance meeting the protection needs of the aged population is apparent from

even the roughest analysis of the elements of the difficulty presented. Based

on Census Bureau data previously cited in annual terms, the median family

income of two-person aged families was $211 a month in 1960. In com-

parison with this, average private expenditures for personal health services

in 1960 amounted $35.83 per month for two aged persons, on the basis of

estimates by the Department of Health, Education, and Welfare. While

some portion of these costs should be met out of pocket, the conclusion from

these data is nevertheless inescapable that the monthly premium which must
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be charged for insurance covering a major portion of health care costs would
of necessity have to be very high in relation to what the aged population

can afford. To the extent that provision is required for the expense of

providing insurance, for adverse selection and for other cost elements which

must be covered by the premiums charged, the difficulty is intensified.

Several other factors of significance have affected unfavorably the per-

formance of private insurance in developing protection for the aged compar-

able to the rest of the population. Whereas the enrollment of groups of em-
ployees, often with the employer making a contribution to lower or cover

the cost for employees, has been the chief means of achieving coverage

under health insurance in the rest of the population, these significant advan-

tages have not been extensively available in bringing coverage to the aged

population. Individual enrollment has proved to be much more expensive

and less effective than group enrollment.

It is important to recognize, however, that most of the non-profit volun-

tary health insurance plans have traditionally permitted individuals upon
leaving an employed group to convert to a direct-pay policy. Insurance com-
panies are rapidly following suit. Moreover, marked improvements are being

made in enrollment techniques and in underwriting methods which reduce

expenses of selling and administration, broaden the pooling of risks and

reduce selectivity and restrictions in providing coverage to aged persons.

With all of these advances, however, the factors of high use of care and re-

latively low ability to finance protection during retirement, which character-

ize the aged, remain as basic obstacles. The need to defray the cost of pro-

tection during retirement by making advance provision for it during the in-

dividual's working years has been recognized by private insurance in the

development of paid-up-at-retirement policies, but coverage attained

under these policies is very limited in extent and has not become a signi-

ficant element in the over-all picture.

It must be recognized that the future will bring changes affecting the

difficulty confronting private health insurance in meeting the needs of the

aged population. Continued expansion of the potentialities of medical sci-

ence can be expected to add to life expectancy but, in preserving life, will

increase both the need for and the use of health care by the aged popula-

tion. Continuation of the shift in the pattern of health problems in the

nation, with chronic health conditions becoming increasingly important as

the cause of morbidity and mortality, may be expected to bring greater

concentration of the need for extensive health care in the years of life after

age 65. Consequently, the proportion of the nation's health services required

by the aged would become greater, and the differential between the aged

and the rest of the population with respect to utilization of health services

would be accentuated.

Persons most knowledgeable about medical care costs expect that

the cost of care will continue to rise at a more rapid rate than the cost of
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living because of the same factors that have operated in the past. The na-

tional effort devoted to medical research is producing remarkable scientific

advances but the application of these often means more complex and ex-

pensive health services, requiring additional and more specialized personnel,

equipment and facilities which add to the cost of care and increase the

economic hazard of illness. These factors point not only to increased need

on the part of the aged population for protection against health care costs

in the future, but also to rising cost of the protection that is needed.

On the other hand, the economic position of people reaching age 65

in the future may be expected to be better than those currently aged. Rising

income during their productive years and larger amounts of personal sav-

ings will mean that at the time of retirement individuals will tend to have

larger financial reserves. Greater life expectancy and the long-term trend

to declining participation in employment after age 65, however, point to a

lengthening of the period during which savings and post-retirement income

must support the individual if he is to retain his independence in old age.

The outlook for changes in the level of income of aged persons in the

future is a factor of crucial significance to the prospects for development of

private insurance which will meet the need for protection against health care

costs. Social insurance benefits, which constitute the primary source of in-

come for the aged who are not employed, can be expected to increase in

the future due to higher wages upon which benefits are based, even if there

are no increases in the level of benefits under the program. Under the

present social security program, the maximum monthly benefits of $127

for a retired insured person, $105 for a widow and $190 for a couple, will

be attained or approached in many instances, although reductions because

of early retirement and low earnings in base years will hold average pay-

ments down to a level substantially under the maximum amounts. More-
over, an increasing proportion of the aged population will be eligible for

benefits under this program. From close to 75 percent in 1961, the propor-

tion of the aged eligible for social security is expected to rise to 85 percent

by 1970, and to 90 by 1980.

Private pension plans, as a source of supplementary old age benefits,

can also be expected to be of growing importance in the future. Coverage

under such plans has expanded rapidly since 1950. According to studies of

the Social Security Administration, 37 percent of the private labor force was

covered under private pension plans in 1959. The private plan benefits for

retirees with 30 years of service were found to fall within a range of roughly

20 to 35 percent of their average earnings. It must be recognized, however,

that because of changes in jobs and other factors, the number of persons

who ultimately will be able to qualify for benefits will be far less than the

number who are at some time employed by firms having pension plans.

Moreover, those who qualify often will not have sufficient service to re-

ceive benefits at levels potentially offered by the plans.
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Giving full recognition to increased benefit that can reasonably be

anticipated under public and private retirement programs, it is nevertheless

apparent that the income levels from this source for persons becoming aged

in the future will be low, even in comparison with present day standards

and costs of living. In view of the long-term trend of declining labor market

participation of the aged, it is not reasonable to expect earnings from em-
ployment to more than maintain relative importance. Nor is it reason-

able to expect that income from other sources for persons aged 65 and over

will increase sufficiently in the future to alter materially the income picture

for the aged population. Consequently, the difficulty of elderly people in

financing from their income during old age the cost of needed protection

against health care costs is seen to be a continuing factor of major importance

as a limitation on the potentiality of private insurance in providing protec-

tion for the aged population.

In summary, the conclusion reached by the Committee is that insur-

ance against the economic hazard of illness is essential to a sound solution of

the problem of health care of the aged. Although a start has been made,

there is not effective coverage of the aged today. Moreover, in view of the

difficulties of extending protection to the aged population, the Committee
sees no prospect that private insurance can alone provide a satisfactory

solution. The nation is confronted with a continuing problem, calling for

long-term provision — a solution that will meet the needs of this generation

and will keep the next generation from being faced with the problem that

now confronts us.
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Proposed Solution: A Dual Public-

Private Health Insurance Program

The central purpose of an American solution to the problem of fin-

ancing the health care of present and future generations of the aged must

be to encourage and protect the independence and dignity of the individual.

In its basic approach to this problem, our nation must aim at preventing

dependency as a concomitant of the deterioration of health in the declining

years of life.

This requires a shift in public policy from placing major reliance upon
charity and welfare assistance measures to placing emphasis upon the

development within the nation of health insurance for the aged. Public assist-

ance programs present the prospect of great increases in requirements for

public funds without accomplishing the objective of preserving the inde-

pendence of elderly people or of reducing the economic hazard of illness as

a threat to their independence. By their nature, such programs, including the

Kerr-Mills program, deal with dependency after it occurs; health insurance,

by reducing the cost which must be met at the time of illness to a level that

is manageable, can prevent dependency and encourage self-reliance.

Clearly, the solution required in America today and for the future

lies in actions which will achieve the health insurance coverage called for by

the risk of illness in old age.

To accomplish the necessary development of health insurance for the

aged, the Committee proposes a dual public-private program, consisting

of separate and distinct plans in the respective sectors of the economy.

These plans are equally essential and should be complementary. Together

they should provide balanced and effective basic protection covering roughly

two-thirds of the aggregate health care costs incurred by the aged, leaving

the remaining costs to be met by the individual on an "out-of-pocket"

basis or through supplementary private insurance.

The public plan, in the Committee's view, should utilize the principle

of contributory social insurance to cover all persons 65 years of age and

over, with payments collected during the working years of all employed and

self-employed persons. The most appropriate area of protection to be pro-

vided by the public plan is institutional care, which is the most frequent

cause of financial shock-loss to the aged. The extent of this protection under

the proposed plan would represent approximately one third of the aggregate

health care costs of the aged.

Another third of these costs, the Committee believes, should be the
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subject of special private insurance covering the largest non-institutional

costs that occur most frequently among the aged. Special efforts are called

for in order to bring the cost of such basic, complementary private coverage

within reach of most of the aged, to whom the most economical and efficient

forms of insurance are not ordinarily available. The Committee sees a need

for Congressional action to permit insurance organizations to join together

in concerted efforts to provide low-cost protection on a mass-enrollment

basis.

These components of the proposed dual program for the aged are both

mutually reinforcing and mutually dependent. The Committee urges that

one aspect not be considered out of the context of the other; rather, they

should be considered together. To this end, the Committee recommends the

establishment of a National Council on Health Care of the Aged, which

would keep both the public and private components of the program under

continuing review.

Under the proposed program, the health services that are to be financed

will be obtained and rendered within the American system of medical care,

the same system which serves the general population of the nation. The fin-

ancing of health care costs by the program will be supportive of the patient-

physician relationship requisite for good medical care. The program

will strengthen the economic base supporting the operation and improve-

ment of the health care establishment throughout the nation, helping to

stimulate expansion of needed health care resources to serve all groups.

To provide guidelines for developing health insurance for the aged

under broad national policy, the Committee has formulated a number of

principles. These are set forth below and are discussed in the sections of the

report which follow. We believe that through combined public and private

action embodying these principles, a solution to the problem of financing

the health care of the aged will be attainable in a way that is compatible

with, and in fact will strengthen and reinforce American traditions and

values.

Guiding Principles for Public Insurance

1 . A long-range public plan should be established, based on the

principle of contributory insurance and calling for all em-
ployed and self-employed persons to participate during their

working years, so that upon reaching age 65 all will have the

protection provided under the plan without further payment.

2. The long-range public plan should be self-financed by a

separately designated payroll tax, collected as a part of the

Social Security tax and equally shared by employees and their

employers (or paid by the self-employed), with the benefit

level under the plan tied to the proceeds from this source.
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Contributions should be placed in a special trust fund com-
mitted to provide stipulated benefits after age 65 to those

under the plan.

3. The extent of health insurance protection provided by the

public plan should be designed to offset substantially the

abnormal burden resulting from greater use and higher cost

of health services required in old age, so as to give the aged a

fair chance of maintaining their independence and providing

for themselves.

4. The public plan should be designed to encourage and facilitate

coverage of the aged under private health insurance for addi-

tional protection. It is essential that health insurance coverage

provided under the public and private plans be complemen-
tary and that the roles of the public and private sectors in pro-

viding protection be mutually reinforcing.

5. The benefit structure of the public insurance plan should be

focused upon health services, the cost of which tends to have

the greatest and sharpest impact, rather than upon services

involving routine costs or costs which tend to fall in a less

concentrated fashion.

6. The public insurance plan for the aged should fit into the cur-

rent system of health facilities and medical care in the nation,

with maximum free choice among providers of services, and it

should contribute to the improvement and expansion of

needed health resources in the communities of the nation.

7. A fundamental long-range objective of the public insurance

plan for the aged should be progressive improvement in the

quality of the services financed through the plan.

8. Responsibility for the administration of the public insurance

plan for the aged should be assigned to the Secretary of Health,

Education, and Welfare, with the assistance of an Advisory

Council on Health Insurance for the Aged. In administering

the plan, the Secretary should be authorized to contract for

services of voluntary organizations and required to invite

proposals from such organizations for consideration. Direct

administration of benefits should be undertaken by the

Federal agency only if proposals from voluntary agencies are

not adequate.

Guiding Principles of Complementary Private Insurance

1 . Asa corollary action to the establishment in the public sector

of a plan for the aged limited to basic institutional services,
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national policy should assign to private insurance the comple-

mentary role of establishing protection to cover other health

care requirements of aged persons.

2. Private health insurance should concentrate primarily on

covering the major clusters of expense for physician care and

other non-institutional services, so that, together with the in-

stitutional care covered by the public plan, the aged will have

a well-balanced package of basic protection.

3. Basic complementary protection under private insurance

should be made available to all persons in the aged population

without disqualifications, reductions in benefits, or increases

in premiums because of advanced age or condition of health.

4. Private insurance organizations should devote intensive efforts

to extending basic complementary protection to the aged pop-

ulation, with concentration on developing marketing methods
designed to produce high volume, low-cost mass coverage.

5. Congress should take action which would make it possible for

insurance companies and non-profit health plans to join in

concerted nation-wide efforts to extend to the aged population

basic protection, complementary to that established under

the public insurance plan for the aged.

6. To increase the proportion of the aged covered in the future

under complementary protection, private insurance organiza-

tions should develop methods for prepaying during the years

of active employment the cost of health insurance in old age.

Employed groups also should be encouraged to continue

retirees under group insurance plans.

National Advisory Council

A National Advisory Council on Health Insurance for the

Aged should be created and charged with advising the Secretary

in administering the public insurance plan for the aged and with

making periodic reports to the Congress through the President

on the status, in both the private and public sectors, of implemen-

tation of national policy for health care of the aged.
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Ill

Guiding Principles for the Long-Range Program

A. Public Insurance

1. A long-range public plan should be established, based on the principle

of contributory insurance and calling for all employed and self-em-

ployed persons to participate during their working years, so that upon

reaching age 65 all will have the protection provided under the plan

without further payment.

DISCUSSION
The Committee believes that the contributory principle is of funda-

mental importance to the soundness of the long-range public plan that

serves as part of a dual public-private program for the aged. Although
special provisions will be needed during the transitional period following its

initiation, a basic feature of the on-going plan should be that the individual

bears, during his working years, a part of the cost of the protection which he

and his spouse would have for the remainder of their lives after reaching age

65. Requirement of contribution on the part of the individual as called

for is not an unusual feature. In fact, most people are accustomed to

paying toward the cost of their insurance and retirement benefits under

existing programs of various types.

"Contributory" as used here is also intended by the Committee to mean
that each payment which is collected from the individual for the public

insurance plan should be clearly visible to him and should be separately

identified both as to the amount that he is paying and as to the purpose for

which he is paying it. This will make understanding and awareness of the

individual's participation in the plan much clearer than if his payments were

rolled in with general taxes he may pay — thereby becoming lost in the

total, making it impossible for him to know how much he is paying toward

the plan and, indeed, leaving it unclear and uncertain whether or not he is

in fact participating in its cost. Making known to the individual the amount
he is contributing toward the plan is in line with common practice under

private insurance arrangements and under the Federal Old Age, Survivors

and Disability Insurance program.

The principle set forth by the Committee also calls for the individual's

and his employer's contributions under the long-range public plan to be

made before retirement, with the entire cost to the individual being spread

over his working lifetime. This is sound for the individual because he is

better able to assume and bear his share of the cost while he is employed
before he becomes aged. It is sound for the employer because his share can
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be treated as a cost of doing business. The same point applies here as applies

to old age retirement or pension plans, where systematic contributions by
employees and employers, extending throughout the period of employment,

are well established and widely recognized as being the best way of meeting

the costs of providing benefits after retirement.

Under a system where individuals make regular and definite contribu-

tions during their productive years so that protection without further pay-

ment will be theirs at retirement age, it is important that all employed and
self-employed persons be included in the system. The reason for this is that

it cannot be determined at the time a person first enters employment, for

example, at age 25, whether or not, 40 years later when he reaches age 65,

he will have the financial resources that would enable him to get along for

the remainder of his life without the protection that will be provided under

the public insurance plan. The principle here, therefore, calls for a contribu-

tory plan in which all employed persons participate. Without this feature,

a contributory public program would lose effectiveness as a component of

sound and realistic national policy for solving the problem of health care

that confronts people when they become aged. The factors of reduced in-

come and increased need for health care in old age make it predictable that

for most all those currently employed, the protection offered under the

plan will serve in good stead when they become aged. Hindsight, to deter-

mine those who might have been excluded from participating during their

productive years, is clearly not feasible. The problem of providing for

retirement calls for foresight and the prudent and effective course is for all

to participate during their working years.

A further element of this principle calls for the protection under the

public plan to be provided when the individual reaches age 65, whether or

not he has in fact retired. This is to avoid an incentive for people to retire

solely for the reason of obtaining the protection afforded by the plan. It

reflects the Committee's view that it is socially and economically desirable

for individuals to continue active employment beyond age 65, if they are

able and want to do so. A further consideration is that after age 65, em-
ployment is often intermittent or partial. It would be neither desirable nor

feasible to make adjustments, or stops and starts, in the health protection

of aged persons based on gradations and other changes occurring from time

to time in their participation in employment.

Attainment of age 65 is believed by the Committee to be the appro-

priate point for use in defining age for purposes of eligibility since this line

of demarcation is one beyond which health care costs normally rise sig-

nificantly and is the age in common usage under existing pension and insur-

ance plans. Furthermore, the fixing of a definite age at which individuals

become eligible has the added advantage of providing a further element of

certainty upon which the planning of individuals, employers, and others

concerned can be firmly based.



These elements of the stated principle impart to the plan its funda-

mental character as a public insurance program under which an individual

becomes entitled to defined protection when he becomes aged on the basis

of a right arising from his prior contributions to the plan. Consequently, in

the years before his retirement and throughout old age, he can know that

he will have the protection offered by the public insurance plan and that this

will not be affected by where he lives or by what his circumstances may be

or may become during his retirement years.

This will provide a solid footing upon which the individual can stand

in planning and managing his own affairs both before and after he becomes

aged. It will constitute a foundation for personal initiative, strengthening the

position of the individual in his effort to attain and preserve his independ-

ence, and adding to the effectiveness of the plan in the prevention of de-

pendency.

The character of the plan called for by the Committee would be such

that no stigma would attach to the receipt of benefits under it in the event

of illness. In contrast to the welfare or relief approach, the public insurance

plan would involve no "means test". Obtaining the benefits of the plan

would not represent an acknowledgement of personal deficiency or involve

the humiliation and shock of accepting and conceding to others that one's

status has fallen to that of dependency. Instead, a public insurance plan of

the character prescribed would preserve the self-respect of aged persons

who obtain the benefits it provides. Rather than representing public charity

or being regarded as a "hand-out", the protection and services provided

under the plan would be in the nature of an "earned right" and the general

attitude characterizing the plan would be that it is one under which an in-

dividual helps "pay his own way." Even for those who get a "bargain"

under the plan, those whose contributions are much less than the value of

their benefits, the difference in attitude engendered is one of fundamental

social and political significance. In designing the public part of a long-range

program for health care of aged in our nation, these attributes are highly

important in making it the kind of program that we should have in America.

2. The long-range public plan should be self-financed by a separately

designated payroll tax, collected as a part of the Social Security tax

and equally shared by employees and their employers (or paid by the

self-employed), with the benefit level under the plan tied to the pro-

ceeds from this source. Contributions should be placed in a special

trust fund committed to provide stipulated benefits after age 65 to

those under the plan.

DISCUSSION

The Committee believes that the best safeguard for the continuing

stability and integrity of the long-range public plan lies in making the plan
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self-financing, linking benefit levels in a clear and direct manner to the level

of a separate tax levy supporting the plan and paid by those who will benefit

under it. Not only does this approach offer protection against unwarranted
expansion under the guise of "something for nothing", perhaps motivated by
paternalistic or political considerations, but also it affords protection against

the perennial pressures for expansion and contraction of Congressional ap-

propriations which would jeopardize the continuity or consistency if not the

fidelity of the protection provided by the plan.

Consistent with these considerations, a specially designated payroll tax

devoted to the support of a special trust fund upon which the plan is de-

pendent for its on-going financial support is called for by the principle. The
special purpose and character of the trust fund should be made explicit in

the name given to it. The management of this trust fund and the collection

of the payroll tax should be in the pattern which has proved to be efficient

and successful under the Federal Old Age, Survivors, and Disability Insur-

ance program.

In view of the long-term character of a public old age health insurance

plan, the level of payroll tax assessed for the support should be established

from the outset on a basis consistent with actuarial projections of require-

ments for fully financing the stipulated benefits and the necessary cost of

administration. Provision should also be made for periodic re-examination

for the purpose of determining changes in the tax rate and wage base that

might be required to maintain the plan on a sound actuarial basis. These

measures will contribute to public recognition of the cost, specifically the

level of contributions required from employees and employers, entailed by

the plan. In ensuring such recognition and awareness, lies the best long-run

assurance for prudent development and operation of the plan.

In launching the plan, it is important that provision be made for nec-

essary initial balances in the special trust fund. This should be accomplished

in a manner consistent with the integrity of the self-financing character of

the long-range plan. The alternative by which this could be achieved are 1)

setting the effective date for starting contributions to the plan in advance

of the effective date for provision of benefits, with the interval being

determined by the requirement for accumulation of money in the trust

fund; or 2) providing for a repayable advance from the Treasury to the trust

fund, with the tax schedule designed to provide a margin for such repay-

ment. The second alternative would permit the benefits under the plan to be

provided at an earlier date, and in view of the pressing need of the aged

for protection against illness costs, this alternative merits consideration.

However, in view of uncertainties about the volume of claims in the initial

period of operation, the first alternative represents the preferable course if

the delay in reaching a decision to establish the plan is not unduly pro-

longed.
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3. The extent of health insurance protection provided by the public plan

should be designed to offset substantially the abnormal burden result-

ing from greater use and higher cost of health services required in old

age, so as to give the aged a fair chance of maintaining their inde-

pendence and providing for themselves.

DISCUSSION

In the context of the aggregate cost of all the health care required by

the aged population, the question of what proportion should be brought

within the scope of a long-range public insurance plan is fundamental to the

planning of the program and to the philosophy guiding its future course.

This question is at the root of the uncertainties on the part of many about

where the decision to establish a program would ultimately lead. Similarly,

it underlies the concern on the part of some that an initial step, irrespective

of justification, might constitute an "opening wedge" leaving no logical

stopping point. This question, and the concerns arising from it, deserve and

require answering.

The principle stated above is believed by the Committee to provide

reasonable and feasible criteria for guiding national policy in setting appro-

priate boundaries for the role of the public insurance plan providing health

protection for the aged. Acceptance of this principle means that the public

insurance plan should cover a part of the health care required by the aged

but should not encompass the entire problem. The part deemed to be within

the proper scope of the plan is delimited, as a matter of principle, to that

proportion which in the over-all will offset substantially the greater burden

of health care costs falling on the aged population, in comparison with the

rest of the population. Thus, the purpose and function of the public insur-

ance plan is to narrow the problem facing the aged to dimensions that make
the residual of the problem manageable by the aged themselves. This will

give those in the aged population a fair chance of maintaining their inde-

pendence by providing for their own needs through private insurance and
their individual resource, as people under 65 years of age must do.

Establishment of a public insurance plan for health care of the aged in

accordance with this principle will retain an important role for personal

intiative on the part of individuals in meeting their health needs after re-

tirement. Also, it will retain a major role for private health insurance in

providing protection needed by aged persons. Public assistance programs,

particularly the Kerr-Mills programs for the medically indigent aged, will

continue to be needed for supplementation where insurance coverages are

inadequate and personal resources insufficient to cover costs of necessary

health care. In this capacity, however, rather than being used as the basic

approach for dealing with the consequences of the abnormally high cost of

health care for the aged as a group, public assistance will have the function
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of dealing with exceptional individual situations involving special hardship,

which is the function which assistance programs and methods are appro-
priately designed to perform. With the public insurance plan in combination
with private insurance providing protection to prevent dependency as a
common occurrence among aged persons as result of illness cost, frequency
of resort to assistance would be greatly diminished, and administrative

costs, case investigations and the amount of public welfare expenditures

required by the aged would decline substantially.

4. The public plan should be designed to encourage and facilitate cover-

age of the aged under private health insurance for additional protec-

tion. It is essential that health insurance coverage provided under the

public and private plans be complementary and that the roles of the

public and private sectors in providing protection be mutually rein-

forcing.

DISCUSSION

The concept of a dual approach involving both the public and private

sectors of our nation in providing the protection needed by the aged carries

important implications for the formulation of the public insurance plan. The
provisions of the legislation dealing with the public plan will, in fact, largely

determine the role which private health insurance will have. It will deter-

mine whether these roles are competitive and conflicting or are compatible

and mutually reinforcing.

The above principle, in calling for complementary roles for public and

private insurance plans, reflects the firm belief of the Committee that there

will be a continuing need for both approaches and that by making use of

the efforts and special advantages available through each of these, a more
effective and viable solution to the over-all problem is attainable. This is in

opposition to the view that the structuring of a dual approach is a matter of

minor significance, tacitly assuming transition to an exclusive public pro-

gram providing for total health care of the aged. The projection of long-

term complementary roles for public and private insurance, implementing

the principle, is also in contrast to the approach of pitting the public and

private insurance plans in a contest for survival in which one or the other

becomes the victim of adverse selection of risks.

Application of the principle would involve achieving compatibility of

the benefit structure under the public plan with the additional protection by

private health insurance, so that duplication would be avoided and pyramid-

ing of coverages would not occur to produce a bonus to the user of services

resulting from an excess of benefit payments over the costs he incurred.

Also the principle implies that the public insurance plan would be designed

so that additional protection under private insurance would be logical and
attractive and could be cleanly fitted to comprise balanced protection with-
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out gaps and inconsistencies and avoiding incentives for faulty use of

health services.

The result that is achieved in meeting the total problem by this com-
plementary dual approach clearly will be contingent upon the effectiveness

of both the public and private actions. Thus, designing the public plan for

the aged so as to facilitate additional coverage of health risks under private

insurance is seen to contribute to the national objective. In this perspective,

it becomes apparent that simplicity in the design of the benefit structure of the

public insurance plan is desirable. An assortment of benefit alternatives and
options involving co-insurance features, duration of services covered, and

variable deductibles would produce variations if not uncertainties and un-

evenness in the effectiveness of the program. The resultant complexities

would tend not only to create confusion among the aged with respect to the

public plan, but would affect understanding and acceptance on their part of

the need for coverage under private health insurance for additional pro-

tection. Moreover, complexities in the public plan would complicate the

integration with private insurance and create administrative difficulties add-

ing to cost.

The matter of whether or not a deductible provision should be included

in the public plan has a particular bearing on the development of additional

protection under private insurance. There are practical limits to the amount
of deductibles which can be included in health insurance for aged persons

without serious loss in the effectiveness and attractiveness of the protection

available. To the extent that deductible amounts are incorporated in the

public plan, the latitude available for inclusion of deductible features in

complementary private health insurance is correspondingly reduced. View-

ing the composite picture of health services required by aged persons and,

in that context, the combined effects achieved by public and private insur-

ance, rather than looking at the various components separately, gives rise to

the question of where the latitude for requiring out-of-pocket payment by

the patient can be utilized most appropriately and effectively. The question

is especially pertinent where the use of services under the public plan is

necessarily accompanied by use of other services that either are covered

under complementary private insurance or remain to be borne by the patient

at the time of illness. Although the effect of deductibles on the utilization of

services is a controversial and unsettled point, there is no dispute about the

reduction in the number of claims when deductibles apply to services the

cost of which is less than the deductible amount. Many health services are

of this nature and in designing protection to cover them, the availability of

maximum latitude to private insurance for inclusion of deductible provisions

can facilitate the development and provision of insurance at lower rates

and on a more attractive basis than otherwise. The deductible should be

reserved for this use.

It is important in the planning of complementary public and private
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insurance that each plan should take the other into account. The patterns

of use of the various types of health services are interrelated. Considerations

of continuity throughout various phases and levels of care, requisite to its

effectiveness, must be recognized in the designing of protection. The com-
plexity of the determinants of utilization and of avoiding improper use of

services, and many other pertinent factors, all make the conclusion inescap-

able that the success of efforts to deal with one segment of health care de-

pends to a significant degree upon the success of other efforts in dealing

with the other segments. This is seen to be the ultimate reality of the matter

however segmentation is made, whether along the lines of types of services,

of the nature or cause of illness, of levels of costs, or in other ways.

For example, the success as well as the cost of insurance for in-patient

hospital services are influenced to an important extent by the effectiveness of

other insurance in covering other services such as preventive measures,

diagnostic services, ambulant patient services in clinics and physicians'

offices, nursing home care, home care and rehabilitation services.

Thus, the inherent characteristics of health care make the principle of

having public and private insurance plans complementary and mutually

reinforcing a matter of fundamental importance to national policy on health

care of the aged.

5. The benefit structure of the public insurance plan should be focused

upon health services, the cost of which tends to have the greatest and

sharpest impact, rather than upon services involving routine costs or

costs which tend to fall in a less concentrated fashion.

DISCUSSION

The rationale underlying this principle is that the public insurance

plan and the contributions financing it will be most effective in preventing

dependency of aged persons if the benefits bear on the contingencies which

are most likely to cause aged persons to lose their independence and to be-

come dependent upon other persons, charity or welfare measures.

Although this principle might conceivably be implemented in other

ways, the Committee believes that the best course is to devote the resources

of the public insurance plan essentially to meeting the cost of in-patient

hospital service and skilled nursing home care. Hospital and nursing home
care, more than other health services, frequently imposes a great financial

burden on aged persons. Doctor bills, diagnostic services, and drug costs,

for example, are more likely than hospital bills to be spread over time. The
proposed concentration on institutional services would mean that the public

insurance protection comes to bear in connection with episodes of hospital-

ized illness and of long term care, which, in fact, characteristically present
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the problem of major and catastrophic health costs. Moreover, it is with

respect to hospital care that the greatest difference exists between the cost

of health services for the aged as compared with person under 65 years old.

In defining the institutional services to be covered by the public in-

surance plan, there are numerous substantive aspects to be dealt with. In

doing so, it is important that recognition be given not only to the special

characteristics of the need for in-patient care among aged persons, but also

to ways of dealing with this need which will minimize costs and make more
efficient use of limited health resources, consistent with medical judgments

as to the services and level of care required. The appropriate objective here

is that the benefit structure of the plan should permit and encourage a

rational pattern of use of in-patient care.

The need for inpatient care most often will require admission to gen-

eral or special short-term hospitals. Admission to these institutions should

be covered under the plan for any type of condition which the particular

institution accepts for treatment, with benefits covering the hospital services

rendered. In recognition of the special characteristics of the health problems

of aged persons, the maximum length of stay covered under the public plan

for the aged should be at least as great as, if not greater than, benefit levels

commonly prevailing under health insurance among younger persons in the

population. Although the duration of hospital benefits varies widely under

private group health insurance plans, several studies indicate that the aver-

age maximum duration is within the range of 70 to 90 days. In 1961-62,

the Bureau of Labor Statistics found that the number of hospital days

covered at full rate was 70 days or over in more than half of 91 selected

collectively bargained plans studied; and in 1962, the most common hospital

benefit provided by Blue Cross Plans was 70 full benefit days, according to

a survey by the Department of Health, Education, and Welfare.

Limitations in the benefit structure on the duration of services to be

covered, however, cannot be looked to as a device for achieving proper

utilization of institutional care. Provision should be made for review of

utilization by medical staff committees of the institutions as are recom-

mended by national medical and hospital organizations. Experience indicates

that a medical review committee in each institution can be an effective

influence in dealing with problems of faulty use of service.

The need of aged persons for admission to hospitals and, more fre-

quently, the length of stay in the hospitals, can be reduced in many instances

by appropriate use of skilled nursing home facilities to provide in-patient

care. From this, substantial advantages are gained in terms of lower costs

and reductions in capital and personnel requirements. The advantages

obtained affect not only the program for aged persons but the entire health

care system of the nation. Moreover, in many instances, appropriate use of

skilled nursing facilities instead of the general hospital can provide care
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better to the needs of individual patients, particularly greater emphasis upon
rehabilitation. Achievement of the objective of having the right patient in

the right level of care at the right time calls for close and effective working

relationships between hospitals and skilled nursing homes, to accomplish

appropriate and timely interchange of patients and to assure proper follow-

up in the nursing institution of regimens for patients who otherwise would

be retained in the hospital. Collaborative arrangements between hospitals

and skilled nursing homes need encouragement and the plan should provide

for this.

Accordingly, the plan should call for the progressive development of

affiliations of skilled nursing homes with general hospitals at the local com-
munity level. These affiliations will provide continuous medical staff super-

vision, access to management skills in general hospitals and long-term im-

provements in quality of care. Moreover, these will contribute to the devel-

opment of effective utilization review plans and to ensuring that skilled

nursing facilities are differentiated in character and in use from custodial

homes. The benefit structure of the plan should cover in-patient care in

skilled nursing homes for patients who are transferred from a hospital,

with exceptions made to this only where it is found, upon review and deter-

mination in advance by qualified hospital medical staff members, that ad-

mission to the hospital can be avoided by direct admission to the skilled

nursing home.

The benefit structure of the plan should incorporate a further element

of institutional services which in some instances would serve as an alterna-

tive way of meeting economically and effectively the needs of aged persons

for in-patient hospital and nursing home care, and, more frequently, would
serve to reduce the duration of their stay in such institutions. Specifically,

it should cover skilled nursing services under the supervision of a hospital

and related hospital services extended from the institution, which are

rendered to the patient in his home or other place of residence. Likewise,

hospital services, such as physical therapy and social service, should be

covered when extended from the hospital to the patient in a skilled nursing

home which is without such services. Although at the outset of the plan,

these home health care services would not be widely available for use in

lieu of in-patient hospital or skilled nursing home care, it can be expected

that provision for these under the plan will stimulate their development.

Alignment of these services with community hospitals, we believe, will

accelerate and widen their availability beyond that otherwise likely to

occur; and, at the same time, it will avoid duplication in staffing and mini-

mize the need for personnel in short supply, such as nurses, physical thera-

pists and medical social workers.

It is significant to point out that all of the elements of institutional serv-

ices for which coverage is proposed under the benefit structure of the public

insurance plan for the aged in-patient hospital services, skilled nursing home
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care as well as nursing and hospital services extended to the patient's home
— would be provided upon the direction of the patient's physician and, as

a condition for coverage under the plan, would require his order to initiate

their provision. Consequently, all services for which coverage is proposed

would be supportive of the physician's care of the patient and would be

under his medical control.

In the context of the dual public-private program for health care of the

aged, assigning to the public plan the role of providing basic protection

against the cost of institutional services means that the provision of basic

protection for physician care and other major components of total health

services is assigned to the private sector and is to be dealt with through

private health insurance or by the individual directly. Since these services,

at least physicians' services, would necessarily be required in conjunction

with the services covered under the public plan, and since the individual

would remain responsible for financing them, there would exist in all in-

stances an important element of responsibility on the part of the individual

to provide for his needs. Consequently, deductible or co-insurance features

in the public plan would not be required to assure that the individual remains

responsible for paying a part of the cost of the health care he obtains. This

has the further desirable effect of making the benefit structure under the

public plan relatively simple, thereby facilitating the development of com-
plementary protection for physician care, diagnostic and other services

through private insurance.

A further aspect of this approach is that the proposed benefit structure

would entail dealing with far fewer providers of services under the public

insurance plan than would be the case with most other formulations of ben-

efit structure. The magnitude of administrative functions in obtaining in-

formation, making benefit payments, and in the general operation of the

public plan, would be much reduced from that which would be entailed if

the plan covered such services as physician care or drugs, or if the bene-

fits were of a nature requiring for their administration direct contact with

and submissions from all individual beneficiaries.

It is significant, also, that a public plan focusing on institutional serv-

ices would avoid the difficulties that might be anticipated from government

dealing on an extensive basis with professional fees. Moreover, focusing on

institutional services serves to place the plan at a desirable distance from

the patient-physician relationship and from the dangers of and resistance

to intrusions into areas of delicate personal affairs. It is not only appropriate

but advantageous that in the allocations of functions between the public

and private sectors, the function of providing protection against the cost

of physicians' services should be handled by private health insurance on a

voluntary basis rather than under the public insurance plan.

A further consideration supporting the application of the principle in

the manner proposed is that the public insurance plan, in dealing with the

33



cost of institutional services, would be functioning in an area where there

are well established precedents and practices and where the administrative

functions lend themselves to techniques of standardization and centrali-

zation within an area. As has been widely demonstrated, application of such

techniques under hospital insurance operations leaves wide latitude for local

variations in the substantive content and provision of institutional services

and latitude for progressive modifications in institutional services programs.

These conditions do not generally apply in the area of non-institutional

services. Coverage under insurance of medical and dental professional serv-

ices in broad scope, of preventive services, drugs and other services outside

institutions, is in many respects in a developmental phase. Insurance for

these services is characterized by a need for experimentation, for emergence

of new patterns, and for the accumulation of experience. Moreover, the

area of non-institutional services contains a substantial component of

services which are involved in routine health care, or are incidental in char-

acter or amount, thereby making this area appropriately subject to tech-

niques of private health insurance such as major medical coverage. For

these reasons, the assignment to the private rather than the public plan the

function of developing and dealing with protection against costs for non-

institutional services is deemed to be especially appropriate.

In summary, it is believed that a benefit structure under the public

insurance plan for the aged along the lines proposed will capitalize on the

particular capacities and strengths of both the public and private sectors

of the nation and will contribute to the accomplishment and stability of the

long-range dual public-private program.

The proposed apportionment of responsibilities between the public and

private sectors would leave the largest segment of health care, in terms of

proportions of aggregate expenditures for health care of the aged, the con-

tinuing responsibility of the individual and open to coverage under private

health insurance on a voluntary basis. At the same time, the proposed divi-

sion would substantially accomplish the philosophical objective set forth

in principle number three, that of offsetting the differential in the burden

borne by the aged as a group, in comparison with the rest of the population,

in meeting health care costs.

6. The public insurance plan for the aged should fit into the current

system of health facilities and medical care in the nation, with maxi-

mum free choice among providers of services, and it should contribute

to the improvement and expansion of needed health resources in the

communities of the nation.

DISCUSSION

The basic concept underlying this principle is that the system of facil-
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ities and personnel serving the general population, specifically the cur-

rently existing system of medical care in America, should also serve the

aged population. This concept has several attributes and implications which
are of fundamental significance.

A central implication is that the operation of the public plan should

involve purchase of, rather than provision of, the health services which are

covered. This means that instead of setting up a system to produce the serv-

ices that are covered by benefit provision, the insurance plan should buy
these services, utilizing the basic system of medical care in the nation and
leaving the selection of where care is to be obtained to the free choice of the

individual seeking the care. This approach of purchasing services, is in sharp

contrast to that which has been followed in many other instances in estab-

lishing governmental health programs, for example, by the federal govern-

ment in providing health care to veterans, by state governments in providing

for care of persons with mental illness and tuberculosis, and not infrequently

by local government in providing medical care for indigent persons. Similarly

the approach called for by this principle is in contrast to the creation of a

national health service for aged persons, having responsibility and authority

for providing services by means of operating health facilities and employing

personnel to render the care directly to beneficiaries.

The approach called for by the principle would keep the provision of

health services for the aged in the main stream of the medical care of the

total population. It would not split off health facilities and personnel to

serve aged persons from those serving the total community. Nor would it

set up separate patterns for obtaining or for delivering health care; rather,

it would avoid duplicating facilities and services at the community level.

The insurance plan, embodying this approach, would, in fact, strengthen

the basic community structure of health care resources by purchasing and

providing adequate payment for services obtained through this basic

structure.

A further significant advantage of this approach lies in the fact that

for the aged population it offers the widest possible availability of the serv-

ices covered by the program. For the nation as a whole, it minimizes, through

common use of health care resources by aged and non-aged persons, re-

quirements for expensive resources which are in short supply.

In essence, the principle reflects the fundamental belief of the Com-
mittee that the American health service establishment should be preserved,

strengthened and used for the aged along with persons under age 65, that

the institutional services for aged covered by the public insurance plan will

best be provided and will improve most rapidly in an open system, char-

acterized by local autonomy of operation and control of health care institu-

tions and by free choice of the individual in obtaining care. Accordingly,

legislation for the public plan should prohibit interference in the operation

of private agencies providing services to beneficiaries under the plan.
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In the long run, the best hope for the future of health care of the aged

population in our nation lies in maintaining and strengthening the delivery

of services to the aged within the main stream of medical care for the total

population, and by developing adequate insurance coverage among aged

persons, assuring that they are not disadvantaged in sharing with others in

the advances being made throughout the nation in the quality and avail-

ability of health care.

The establishment of a public insurance plan for hospital and nursing

home care of the aged, paralleled by expanding private health insurance cov-

ering other services, can be expected to increase the utilization of health

services. The aged will obtain needed health care which otherwise would not

have been sought or provided. While this will bring a more equitable distrib-

ution of health services in relation to the health needs among the age groups

in the population, it will also bring a need for more health facilities and per-

sonnel.

The need for expansion and upgrading of health care resources, both

personnel and facilities, is a concern affecting the health care of the total

population, not alone the care of the aged. With population increasing, and

the demand for health services rising even more rapidly, and with the grow-

ing complexity of modern medical care requiring a broadening array

of skills and facilities, the pressure on the capacity of existing health

care resources to deliver needed services is outstripping the additions being

made to that capacity. Moreover, shifts in the allocation of health resources

and direction of their expansion are required to meet changing patterns of

community needs, such as the growing needs for long-term care and rehabil-

itation services.

However, the Committee does not believe that the public insurance

plan is the appropriate mechanism for action to increase the national supply

of physicians, nurses, and other health workers and to meet the shortages

of facilities. Although bearing importantly on improvements in the health

care of the aged, such action to be most effective must be specially designed

and addressed to the particular problems in expanding health manpower
and facilities.

Nevertheless, the public insurance plan can make an important con-

tribution by improving the ability of the aged to pay for health care. Health

facilities and resources do not come into being or remain available unless

there is the necessary financing to pay for services and cover the cost of

operation. Just as lack of such support depresses the scope and standards

of services which an institution is able to provide and impedes its ability to

keep pace with the expanding potentials of modern medical care, adequate

financing for services has the effect of stimulating expansion and improve-

ment of services. Similarly, in areas where the prospect of insufficient fin-

ancial support for operation is retarding expansion of needed facilities,

adequate payment for the services covered by the program will accelerate
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the establishment of additional facilities, thus leading to improvement in

the distribution and availability of health care facilities in the nation.

This factor is of such import that, as a matter of principle, the public

insurance plan should provide for payment of the full cost of rendering the

services covered by its benefit structure. Depreciation of the physical plant

and equipment of health care institutions should be included as a proper

element of these costs and recognition should be given to a continuing need

for modernization.

7. A fundamental long-range objective of the public insurance plan for

the aged should be progressive improvement in the quality of the serv-

ices financed through the plan.

DISCUSSION

In the legislation establishing the plan, provisions for standards for in-

stitutional services are deemed to be essential. Grounds for this lie in safe-

guarding the public interest in the use under the plan both of funds and
facilities. Moreover, the need for program standards is compelling as a

matter of mercy and concern for the aged persons who will require health

care covered by the plan. Also it is important as a means of giving effective

encouragement and support to the continuous efforts of voluntary profes-

sional organizations and official agencies to maintain and raise standards for

health care, efforts which are of great value to all groups in the population

of the nation.

Accordingly, legislation establishing the plan should set forth high

goals for the quality of the care that is to be purchased under the plan. The
goal for quality of institutional services should be in line with standards

developed by voluntary accrediting agencies. The goal should provide for

these standards to be extended as may be required to assure that all the

services for which the plan makes payment are under proper professional

medical and nursing supervision. Legislative provisions establishing such

goals should be accompanied by further provisions setting out the general

manner by which they are to be accomplished. Specifically, provision should

be made for the goals to be reached by a series of steps. These should be de-

signed to allow reasonable and necessary time for institutions to meet high

standards where they cannot be attained immediately. Also, criteria should

be prescribed for the methods to be employed in the application of program

standards, requiring that methods utilized serve purposes beyond adminis-

trative determinations. Particularly, they should be designed to foster efforts

by institutions to achieve progressive improvement and to encourage co-

operative measures on local, regional or state levels which may help in

making higher standards attainable.
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It seems essential, however, that substantial latitude be provided for

administrative implementation of legislative provisions dealing with stand-

ards. Close contact and rapport with the health field, as well as careful,

competent judgment will be essential on a continuing basis for effective im-

plementation. For this reason, the legislation should provide that exercise of

administrative discretion require prior advice of the National Advisory

Council on Health Insurance for the Aged, (see Section III C for discussion

of the Council), particularly upon matters such as the definition and phasing

of the steps by which goals are translated into standards to be required

under the plan and upon the methods of applying program standards and

determining that they are met.

The propasal for legislative provisions relating to standards is based

upon several underlying considerations, specifically, the established ap-

proaches to standard setting in the health field, some special considerations

pertaining to standards for skilled nursing facilities, and the problem which

exists in accommodating to unevenness throughout the nation in the level

of standards prevailing at the time the plan is started. These considerations

merit elaboration.

At the outset, recognition must be given to the fact that hospital and

nursing home licensure provisions, valuable as they are, tend to concentrate

on factors relating to the adequacy and safety of physical facilities and

would not suffice to meet the concern for patient care services under the

public insurance plan. Moreover, it must be recognized that in the field

of institutional health care, voluntary professional accrediting agencies have

been primarily responsible for the development of standards.

There is good reason to believe that voluntary agencies can be expected

in the future, as they have in the past, to perform most effectively the func-

tion of standard setting. An important long-range consideration in this con-

nection is the need for continuing review and modification of standards to

keep pace with changing requirements as medical science and technology

advance. The advantages of a greater degree of independence and flexibility

obtained in voluntary channels, as well as the desirability of avoiding undue
concentration of authority and attendant potential rigidities, are considera-

tions pointing conclusively to the use of standards developed by voluntary

professional agencies as a basis for quality standards applied under the

public insurance plan for the aged.

Making clear in legislation the intent that standards formulated by
voluntary professional accrediting agencies be utilized would serve to

provide for evolutionary development of program standards and would also

help to keep services rendered under the plan within the framework of the

prevailing system of personal health services in the nation, facilitating the

integration of care for the aged with that made available to other population

groups.
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In proceeding from this general approach to a more specific level, it

should be recognized that with respect to hosiptal care, standard setting by
a voluntary professional agency, the Joint Commission on Hospital Accred-

itation, is well established, generally accepted, and notably successful. With
respect to nursing home care, however, no comparable pattern of standard

setting has as yet been developed and widely applied. But this may be ex-

pected to emerge within the foreseeable future. In anticipation of such de-

velopment, the approach to standards in legislation establishing the plan

should be in the same pattern for care in nursing facilities as for hospital

care but with provision of necessary administrative discretion for selecting

the point of reference for program standards.

It is deemed highly important that the legislative basis for standards

for nursing home care under the plan should clearly establish the intent to

exclude custodial care where skilled nursing care is not required by, and
provided to, the patient. In the absence of a clear position on this point, it

can be anticipated that program resources intended for health care would
be diverted to other purposes. Furthermore, emphasis would be lost that

is required for the development of adequate facilities and institutional serv-

ices for long-term illness, and rehabilitation, which not only are the weakest

links in our existing system of health care but are of critical pertinence to

the health needs of our aged population.

This important consideration, along with the objective under the plan

of meeting needs of the aged for in-patient care to the extent medically

appropriate through provision for skilled nursing home services, provides

strong grounds for including the attainment of effective functional relation-

ship between skilled nursing homes and hospitals as an element of the goals

set forth in the basic legislation for the plan. Progressive development of

affiliations to achieve this goal is deemed to be important not only in facil-

itating timely transfer of patients but is seen to have significant bearing upon
the improvement of the quality of care for aged patients under the plan.

By bringing the skilled nursing facility increasingly under the influence of

the hospital, it can be expected that the capabilities of skilled nursing facil-

ities in providing post-hospital care would be enhanced and that continuity

of care would be promoted. Thus the care of patients would be improved

and the extent to which skilled nursing home facilities are utilized in lieu

of more expensive hospital care would be increased.

The aspect which far more than any other is seen to present difficulty

in formulating a constructive yet feasible approach to standards under the

plan is that of accommodating to the present uneven level of institutional

care. In terms of both qualitative and quantitative factors, such unevenness

exists within, as well as among the various areas of the nation. There is re-

latively little difficulty in reaching the conclusion, as an abstract proposition,

that there should be quality standards in a public program for health care;

moreover, the device of utilizing standards is widely espoused and generally
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accepted as an appropriate and effective means of stimulating and ensuring

progress in health care. Similarly, there would likely be relatively few re-

servations about the desirability of achieving optimal functional relation-

ships between the hospital and the nursing home. Nevertheless, a seeming

dilemma arises in reconciling the clear desirability of standards with the

reality that the immediate effect of stipulating such standards when the

plan is established would exclude a segment of existing health care re-

sources. This problem is most serious when no alternative source of care

to that which would be sub-standard and excluded is presently available

in a local area. Reducing the level of standards to be achieved under the

plan to avoid this effect is no answer to the dilemma. It would mean stipu-

lating standards which are at or below the lowest existing level of quality,

thereby sacrificing the objective of raising the quality of care and, in fact,

would be tantamount to having no program standards at all.

It is in recognition of this inherent problem that the principle calls

for adoption of high standards as goals, with the provision that their achieve-

ment should be accomplished through progressive steps over sufficient time

to allow qualitative and quantitative improvement in institutional care,

thereby minimizing the problem of exclusion of resources. The proposed

approach injects the factor of time as the means for resolving the dilemma.

In addition to bridging the unevenness in standards prevailing at the

present time in various areas, this approach could immediately influence

the development of new facilities and programs for which a "moratorium"

in achieving desirable standards would not be deemed appropriate. This

effect would be most significant in connection with skilled nursing facility

services. Only a fraction of the facilities and services required to meet needs

for long-term illness are now in existence; a large portion of the need for

such care in the period ahead must be met through development of new
facilities and programs. The proposed approach would have the effect of

discouraging proliferation of sub-standard nursing facilities and services and

would tend to point the planning and development of new facilities and their

institutional program to the provision of services of acceptable quality.

For the implementation of the proposed approach to standards under

the plan, it is appropriate, indeed necessary, that a significant degree ol

administrative latitude be provided. Such latitude would be needed to

carry out legislative intent that program standards be based upon and keep

pace with those formulated by voluntary professional groups. Even more, it

would be needed to determine the steps, the timing and the methods by

which the goals are to be translated and applied to services rendered by in-

stitutions existing at the outset of the plan. Latitude for administrative deter-

mination, however, should be within clearly prescribed limits and guided by

general criteria set forth in the basic legislation.

Recognition and weighing of the many complex considerations bearing

on the implementation of legislative provisions as proposed would require
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widely informed and broadly based judgements. The exercise of administra-

tive discretion within the latitude provided and also the acceptance of ad-

ministrative judgements would be greatly benefited if such judgements were

based upon and suported by recommendations of a broadly representative

body. For this reason, the Advisory Council on Health Insurance for the

Aged should have, among other statutory duties, responsibility for formu-

lating recommendations to guide administrative policies with respect to

program standards within the latitude provided by legislation. In all aspects

of its work on standards, the Council should make the fullest possible use

of the specialized knowledge and experience of State agencies.

In summary, this proposal is designed to provide a framework within

which feasible and effective steps would be forthcoming toward desirable

goals, which would be appropriately established and geared to keep pace

with changing conditions and developments in the health field. The progres-

sive improvement achieved in the quality of services financed by the plan

for health care of the aged would contribute importantly to the elimination

of sub-standard institutional health care not alone for the aged but for all

groups in the nation.

8. Responsibility for the administration of the public insurance plan

for the aged should be assigned to the Secretary of Health, Education,

and Welfare, with the assistance of an Advisory Council on Health

Insurance for the Aged. In administering the plan, the Secretary should

be authorized to contract for services of voluntary organizations and

required to invite proposals from such organizations for consideration.

Direct administration of benefits should be undertaken by the Federal

Agency only if proposals from voluntary agencies are not adequate.

DISCUSSION

This principle calls for unified responsibility, requisite for sound and

efficient administration of the plan, to be assigned to the Secretary of Health,

Education, and Welfare. Also included in the principle are two additional

elements which are deemed highly important in view of the nature of the

program and the complexities surrounding health care and its utilization.

With the services covered under the program being provided through

the same health facilities that serve other population groups, there is special

need for, as well as significant advantages to be derived from, appropriate

participation from the health and health-related fields in the formulation of

administrative policies for carrying out the plan. For this reason, the prin-

ciple calls for the plan to be administered with assistance from an Advisory

Council on Health Insurance for the Aged (see Section III C for discussion

of the Council).
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Consistent with the principle of keeping the provision of health services

of the aged in the mainstream of community services, the basic legislation

establishing the plan should expressly authorize the designation of voluntary

organizations as agents for the administration of benefits. Moreover, it

should be made mandatory that planning for the operation of the plan in

the various areas of the nation should include exploration and compilation

of information on possibilities for utilizing existing organizations that are

currently engaged in providing or administering insurance benefits for in-

stitutional services. Specifically, it should be mandatory that proposals from

such organizations be invited and evaluated. The criteria for such evaluation

should be developed with the advice of the Advisory Council on Health

Insurance for the Aged. Where it is found that the function of administer-

ing or providing benefits in an area can be adequately performed by an ex-

perienced and competent voluntary organization interested in assuming the

function and that the cost to the plan would be reasonable in relation to the

cost of direct administration, it should be expected that the organization

would be utilized on a contractual basis mutually satisfactory to the parties.

By utilizing existing voluntary mechanisms in the many areas where they

are highly developed, we believe the best results will be obtained. The
process of review and settlement of bills for institutional care is a complex

and technical function, requiring not only agreements but working relation-

ships involving continual contact with the institutions rendering the services.

No agency of government has the number of experienced and competent

personnel to handle the volume of this work entailed by the projected plan.

Not only would acquisition of the necessary staff require considerable

expense and time, but development of such staff would represent a duplica-

tion of administrative resources which exist within one or more voluntary

organizations in most areas of the nation, resources which have the capacity

and competence to provide efficiently the services required in the operation

of the plan.

Furthermore, in many instances voluntary organizations possessing this

capability to perform services have well-established and effective relation-

ships with providers of services which in all likelihood could not be dupli-

cated under direct administration by the public plan of its payment to in-

stitutions. These relationships would contribute significantly to the accept-

ance and smooth functioning of the plan. Moreover, the utilization of exist-

ing channels would tend to consolidate the handling of payments for care

rendered to the aged population with that for other population groups

covered under voluntary insurance. This would permit efficiencies leading to

advantages for all groups. Moreover, it would mean economies through

reduced billing and other administrative costs on the part of community

institutions rendering services under the plan.

With respect to the operational function of eligibility determination and

certification, it is clear that direct public administration is indicated. Within
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the Department of Health, Education, and Welfare, the Bureau of Old-Age

and Survivors Insurance has a nation-wide network of field offices and rep-

resentatives. The utilization of this existing organization would provide the

most efficient means of determining eligibility and maintaining information

on the status of eligible beneficiaries as they move from place to place

throughout the nation. The existing field offices would provide accessible

centers for supplying information to beneficiaries. The staff of this agency is

experienced and competent in the performance of these functions. The high

degree of efficiency attained by the Bureau in its operation, and its demon-
strated ability in providing assistance and service to aged beneficiaries and

others concerned, would be highly advantageous to the plan.

With respect to the administration of standards of care under the plan,

state agencies should be utilized where they are willing and able to assume
responsibility for the determination of compliance. It is implied that pay-

ment be made under the plan to the states to cover the full cost of the serv-

ices rendered. Administrative planning and policy for seeking and utilizing

assistance and services from the states, should be developed with the advice

of the Advisory Council on Health Insurance for the Aged.

43





m
Guiding Principles for the Long-Range Program

B. Private Insurance

1. As a corollary action to the establishment in the public sector

of a plan for the aged limited to basic institutional services, na-

tional policy should assign to private insurance the complemen-

tary role of establishing protection to cover other health care

requirements of aged persons.

DISCUSSION

National policy for the solution of the problem of health care of the

aged must extend its concern beyond the establishment of a public insurance

program. Sensible, effective solution of the problem requires actions in both

the public and private sectors and requires that these be mutually reinforc-

ing. The principle here calls for assignment of a role to private insurance

which is complementary to, but distinct from that which is undertaken in

the public sector. Both of these aspects of the role of private insurance are

of significance and merit amplification.

The conclusion that responsibility for providing protection to the aged

against costs of health services should be divided and defined in a manner
that leaves private insurance distinct from public insurance, is in contrast

to the alternative of intermixing responsibilities, as under a public subsidy

of private insurance. Clear demarcation of the role of private insurance

will make the dual approach a more stable one and will lead to a more dyna-

mic and effective development of the capacities of private insurance than

would fusing or mixing responsibilities.

It is important, however, that distinctness of roles does not mean that

sight is lost of the objective that the separate components, public and private

insurance, fit together to provide aged persons with a total package of pro-

tection that is well balanced and adequate.

Accordingly, national policy must take into account the full dimension

of the problem of health care of the aged and the total picture of the health

services required; specifically, it must be designed to lead to development of

needed protection for health services not covered by the public plan to

coincide with that provided by the public plan. Only through development

of this coverage can serious deficiencies be avoided, under which some
aspect of prevention, diagnosis or treatment suffers serious neglect that

could warp the utilization of services and compromise the objective of

providing for good health care.
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In sum, basic protection against the cost of non-institutional services is

just as essential as the coverage of institutional services in the over-all na-

tional health program for the aged. Consistent with the principles advanced

by the Committee for delimiting the responsibilities assigned to the public

sector, the principle here calls for explicit and simultaneous assignment of

responsibility to the private sector of the essential function of providing

complementary protection covering non-institutional care, to balance and
round out health insurance for the aged population. Distinctness of respon-

sibilities would be achieved under the proposal by looking, on the one hand,

to public insurance for basic coverage of institutional services for the aged

and, on the other, to private insurance for coverage of physician care, diag-

nostic services, nursing care and other costs against which protection is

needed.

The projected role of private insurance in meeting the problem is

not subordinate, fringe, or supporting; rather, it is basic and central. Fulfill-

ment of this role is essential not alone to avoid improper use by the aged

of institutional services covered under public insurance, but to accomplish

the solution of the problem of health care of the aged. The fact that physi-

cian's care constitutes the foundation and fundamental requisite for pre-

venting, diagnosing, and treating health problems, makes it doubly true

that complementary protection in the private sector would be a basic and

pivotal element in solving the problem.

Confining the scope of the public insurance plan for the aged to basic

institutional services as proposed would in fact leave a broad spectrum of

health services, representing about two-thirds of the total cost of health care,

to be financed either through private insurance or by the aged on an out-of-

pocket basis. A wide field would thus be open for the application of private

insurance. This extends beyond the various aspects of physician services

rendered in hospital, clinic, office, or home to encompass other services

such as diagnostic procedures, nursing, dentistry, drugs and appliances.

In the provision of protection to the aged population it is highly im-

portant that flexibility be preserved for experimentation and innovation.

This is essential for continuing development of the protection provided to

the aged and for adaptation to changes in health needs and medical practice.

The rapid advance of medical science and technology brings continuous

changes in the patterns and components of health care. These affect not

only the availablility and utilization of various elements of health service

but also standards of care and concepts of need. The assignment of responsi-

bility to the private sector as proposed would capitalize upon the ability of

private insurance to make adjustments and shifts in emphasis in keeping

pace with the evolving circumstances of health care.

Moreover, the assignment of the broad area to the private sector affords,

in the opinion of the Committee, ample opportunity for exercise of individ-
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ual choice and initiative. The omission of options in the public portion of

the total program does not therefore, preclude a large degree of latitude for

the individual in determining for himself the extent of protection which he

will have.

2. Private health insurance should concentrate primarily on cover-

ing the major clusters of expense for physician care and other non-

institutional services, so that, together with the institutional care

covered by the public plan, the aged will have a well-balanced

package of basic protection.

DISCUSSION

Within the broad spectrum of services and costs remaining outside

the public plan, private complementary protection for the aged should be

designed so that ordinarily the individual is spared the cost of catastrophic

illness and is left with costs that he can manage.

To minimize the occurrence of dependency among aged persons as a

result of expenses encountered in obtaining health care, health insurance

provided under the dual public-private program must give protection against

the large, concentrated expenses that occur most frequently. This, the public

plan would do in the area of institutional services. The Committee believes

that, correspondingly, the complementary private insurance should place

primary emphasis on covering the major clusters of expense for other

health services.

One of these clusters can be sharply defined in terms of services to

be covered, namely, surgery and other physician care rendered in the

hospital or skilled nursing home. Such medical-surgical coverage is, next

to hospitalization, the most common form of health insurance in the

nation (although medical services is nursing homes are rarely included),

and it is clearly a natural component of basic private protection because

it directly complements the hospitalization benefits of the public plan.

Attention must also be given to designing the benefits provided by the

combined public-private program so as to avoid as far as possible a skew-

ing of the demand for health care services. A leading example of the costly

use of health care resources brought about by the terms of health insurance

coverage is the hospitalization of patients for diagnostic tests that could be

adequately given on an ambulatory basis. The same thing may happen in

the case of minor surgical procedures if only in-patient surgery is covered.

The Committee believes therefore, that the basic complementary coverage

under private insurance should include benefits for diagnostic procedures

and surgery for patients who are not hospitalized.
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The costs for other care by physicians and for nursing, drugs, medical

supplies, and prosthetic devices of various kinds accumulate to large propor-

tions in many illnesses of the aged. Frequently, such costs follow a period of

hospitalization; in other cases, no hospitalization is involved. The contin-

gency of concentration of such costs cannot satisfactorily be defined in

terms of services, diagnoses or the locus of care but only as clusters or ac-

cumulations of expense accruing over a time period. Private insurance has

developed "major medical" insurance provisions which deal with such

occurrences, and the Committee recommends that there be a major medical

component in the complementary basic private plan. This would call for a

deductible amount of expense before benefits were payable, a ceiling on the

total amount of benefits that would be paid, and probably a co-insurance

factor requiring the beneficiary to pay a part of the covered costs, most

commonly 20%

.

In designing complementary basic protection for the aged, the benefit

level established under private insurance for the aged must be relatively

high to accomplish the purpose underlying the principle advanced by the

Committee. It must be recognized that the limits on the ability of the aged

to meet uninsured costs tends to be narrow. In addition to having character-

istically low incomes, other factors, such as the tendency for income to be of

a fixed character without prospect of future improvements in financial situa-

tion to ease the burden of indebtedness incurred to bridge a period of fi-

nancial stringency, the tendencies for depletion of reserves to be irretrievable,

and for health care costs to be progressive and accelerative for chronic

conditions and long-term illness, all have the effect of reducing the ability

of the aged to absorb the impact of costs at the time services are required.

If liquidation of assets which produce the income they look to for meeting

living costs or sacrifice of equity in their homes is required to meet the im-

pact of illness costs, the objective of maintaining independence is not served.

These and related considerations lead the Committee to conclude that

basic complementary protection established for the aged by private insur-

ance should be designed to cover roughly one-third of the aggregate amount

of health care costs incurred by the aged. This proportion is approximately

equal to that which would be covered under the public insurance plan as

proposed by the Committee.

There would remain, outside the scope of basic protection provided by

the dual public-private health insurance program, roughly another third of

total costs to be met either by the individual at the time of receiving services

or by adidtional protection which he might obtain under private insurance.

By placing emphasis upon basic protection, covering large, concentrated

expenses that occur most frequently, as called for by the guiding principles

advanced by the Committee, the residual third of costs would in substantial

part consist of routine and low-cost items, the cost of which would tend to

be relatively widely distributed and manageable by the aged. This residual
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third of total health care costs, which includes amounts not covered because

of deductible and co-insurance provisions in complementary basic insur-

ance, would leave a major element of individual responsibility for financing

services at the time they are received.

It is important that the area of costs above the roughly two-thirds,

covered by basic protection under the public-private health insurance pro-

gram, should remain open for the development of additional protection

under private insurance. In this area, it is particularly desirable that addi-

tional insurance coverage be designed to minimize impediments of cost and

thereby encourage individuals to place their health problems under medical

treatment at an earlier rather than a later point and to maintain continuity

and follow-up of medical management of their health problems. This is

especially pertinent to coverage of physician visits for aged persons since

frequently their health problems are of a chronic and progressive character

and their financial circumstances would incline them to delay incurring ex-

pense as long as possible. Additional protection which is supportive of

effective patient-physician relationships would help to avoid health loss

and to reduce needs for costly services and facilities.

However, some of the costs in the area outside the basic protection of

the public-private health insurance program for the aged would not be

insurable, and some, it would be undesirable to cover. It should be recog-

nized also that the need for custodial and domiciliary care, involving pro-

visions for housing and personal services for aged persons, is a serious and

growing problem in the nation as a consequence of the prolongation of life

and increasing inability of families in the circumstances of urban life to

provide for these needs. Although no attempt has been made to define outer

limits for the development and application of private health insurance, the

Committee believes that the lack of definitions and standards of practice

as a basis for determining appropriate responsibilities with respect to financ-

ing custodial care of aged persons is a need urgently requiring joint attention

of public and private health and welfare agencies.

3. Basic complementary protection under private insurance should

be made available to all persons in the aged population without

disqualifications, reductions in benefits, or increases in premiums

because of advanced age or condition of health.

DISCUSSION

This principle is intended to give emphasis to a point of fundamental

importance to the effectiveness of the private sector in contributing to sol-

ution of the problem of health care of the aged. Although a variety of

methods may be utilized by private insurance in enrolling aged persons,
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sight must not be lost of the significance of availability of basic comple-
mentary protection to all without restrictions.

The implementation of this principle requires broad pooling of risks

as a basic feature in the provision of private insurance coverage to aged
persons. The essential attributes of the type of risk-spreading involved in

making protection available to all without restriction are well established

in the private sector under "group" insurance.

For example, customarily under group health insurance the level of

protection established is made available to all, on common terms, and with-

out medical examination or other screening for the purpose of excluding or

treating differentially individuals to whom higher risk attaches. Rather

than placing emphasis on selecting out of the group only those risks which
are deemed good or acceptable, emphasis is on obtaining maximum partici-

pation and extending protection to as many members of the group as

possible.

Moreover, under group insurance, the concern of the insurer in the

on-going operation of the plan is not focused on the utilization of health

services by individual members of the group, even where benefits required

by an individual are consistently on the high side; rather, the concern of

the insurer focuses on the utilization experience of the group as a whole,

and upon the adequacy of aggregate premiums received from the group in

relation to the total benefits required by all covered individuals in the

group.

The need for applying these characteristics to the coverage of the

individuals making up the aged population is apparent, if indeed not com-
pelling. Restrictions on the eligibility of individuals for insurance protection

and other procedures for selection of risks, using medical examinations or

statements as to health conditions for the purpose of disqualifying those

individuals most likely to require health services, are seen to be inconsistent

with the projected assignment to the private sector of responsibility for meet-

ing a basic part of the problem of health care of the aged population. Simi-

larly, cancellation or reduction of protection on individuals who encounter

unusually high, or continuing, or repeated requirements for services is in-

consistent with the objective in view.

These considerations are especially pertinent in dealing with protec-

tion of aged persons, not only because a large proportion have accumulated

health impairments, but also because, sooner or later, almost all such in-

dividuals, as their age increases, will come to be poor health risks and, con-

sequently, would be subject to restrictions on elegibility for protection, or to

disqualifications based on an insurer's selection of risks, or even to cancella-

tion of protection when they need it most.

The avoidance of restrictions on elegibility of aged persons for basic
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complementary protection is closely related to, in fact intertwined with,

two major variables, namely, the level of enrollment and the rates charged

for protection. For example, with low enrollment it could be expected, as

a result of adverse selection, that those covered would tend to be aged in-

dividuals representing poorer than average risks; hence, the pooling of

risks under the protection would tend to be a pooling of poor risks. Con-

sequently, either high rates, prohibitive for many aged persons, would have

to be charged for the protection or restrictions would have to be introduced

to exclude poor risks, in order to keep the cost of protection within reach

of those for whom it is intended. The spiral effect produced by the relation-

ship of these variables holds in both directions: if true mass enrollment can

be achieved, covering the great majority of the aged under basic comple-

mentary protection provided by private insurance, there will result an auto-

matic averaging of risk. Under these circumstances, both individual under-

writing or the screening of applicants and the rates charged for protection

can be minimized. Moreover, both lower cost of protection and absence of

restrictions on eligibility would in turn tend to make possible a higher level

of enrollment.

This is not to say, of course, that aged persons could be permitted

complete latitude to obtain and drop their coverage at will; reinstatements

of lapsed policy holders will have to be subject to reasonable restrictions,

but new applicants can be accepted as is done under group insurance so

that none will be excluded on the basis of condition of health or advanced

age.

The essential point which it is important to recognize is that absence

of restrictions on eligibility of aged persons for protection, low cost to the

aged of such protection, and high level of enrollment in the aged population

are factors which are tied together, are mutually dependent and are rein-

forcing. The presence of these factors, in combination, is seen by the Com-
mittee to be essential to the validity of a plan of action in the private sector

under which private insurance is to play a basic role in meeting the problem

of health care of the aged.

4. Private insurance organizations should devote intensive efforts

to extending basic complementary protection to the aged popula-

tion, with concentration on developing marketing methods de-

signed to produce high volume, low-cost mass coverage.

DISCUSSION

Coverage of a great majority of the aged for basic complementary pro-

tection under private insurance is a matter of fundamental importance to

the success of the program proposed by the Committee. For private insur-
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ance to fulfill a role coordinate with that of the public insurance plan for

basic institutional services, thus rounding out and achieving balance in the

total provision for the health care of the aged, obviously requires enrollment

of a high proportion of the aged population.

There are several factors which would point to successful accomplish-

ment of this by private insurance. The establishment of public insurance

covering basic institutional services would be of great significance in at-

taining broad participation under private insurance offering other services.

Relieved of the responsibility for covering the heavy burden of expensive

hospital and related institutional care, private insurance could then provide

effective protection for aged persons at substantially reduced premium
charges. Basic complementary protection of the character previously dis-

cussed (see Principle 2 for Private Insurance) could be provided in most

areas of the country for a premium level of an order of magnitude of $2 to

$3 a week under conditions of high-volume, low-cost provision of insurance

coverage.

The attractiveness of participation in such insurance would be en-

hanced by the fact that it would offer better protection at far lower cost

than ever before possible. With purchase of the complementary protection

which could be made available by private insurance, a relatively high level

of security against illness costs would be attained. For the children and

other relatives of aged persons, adequate protection for the aged individuals

in their families would for the first time, in most instances, become a feasible

and attainable objective. The response to this opportunity could be expected

to contribute importantly to the expansion of enrollment.

Since private insurance would constitute a basic rather than a supple-

mentary element of health protection for aged individuals, the effect would
more likely be to stimulate interest in closing the gap in protection, making
it comprehensive, than to diminish interest in having private insurance. The
health consciousness of the aged, due to their vulnerability to, and experience

with health care costs, could be expected to accentuate response to the avail-

ability of well designed private health insurance, complementary to protec-

tion under the public insurance plan. Moreover, the fact that an increasing

number of those reaching old age in the future will have been accustomed

to carrying private health insurance may be expected to add to their recogni-

tion of the need for the protection and their willingness to purchase it.

Another factor of importance, particularly at the outset, would be the

release of substantially all of the estimated $475 to $525 million in pur-

chasing power now spent annually for hospital insurance coverage for the

aged. This would become available for reallocation at the time the proposed

public insurance plan covering basic institutional services becomes effective.

Consequently, a sizable, immediate market for complementary private in-

surance would be created, giving impetus to the rapid development of a

substantial volume of coverage.
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As a result of these and related factors, private insurance for the aged

would be on a new plateau upon which the potentialities for achieving

broad participation in the aged population would be greatly enhanced.

Expanding private insurance coverage among the present and future

aged nevertheless presents a special problem and should be dealt with as

such. The difficulties to be overcome in extending complementary protec-

tion under private health insurance to a high proportion of the aged popula-

tion should not be minimized. Factors such as the wide dispersion and rel-

atively limited mobility and comparative isolation of many elderly people

make for difficulty in disseminating information and establishing contacts

for purposes of enrollment. Major problems are encountered in communica-
tion, in the use of material, correspondence, and other means for inter-

preting protection available, and for securing the understanding and accept-

ance required in the enrollment process. The past experience of both non-

profit and other health insurance organizations in their efforts to enroll aged

persons points up these and related problems.

With the aged scattered throughout the population in individual or

small family units, only a mass approach can achieve the lowest cost and
universal availability. Both of these objectives must be achieved if private

insurance is to discharge its responsibility in the dual public-private program

projected by the Committee.

In the absence of special measures, experience shows that enrolling

individuals and administering their coverage ordinarily involves outlays,

operating costs and other expenses approaching the amount of benefit pay-

ments for the health services covered. As a result, the rates ordinarily

charged for protection under policies provided on an individual basis must

be approximately double the amount of the health care costs met by the

insurance. Obviously, such costs in providing protection would seriously

reduce the potentialities of private insurance to achieve broad participation

among the aged. Consequently, improved methods of coverage and gains

in efficiency through high volume operation are seen to be essential to

reduce the cost of complementary basic protection for the aged under pri-

vate insurance.

Concern that rates for this private, basic insurance be as low as pos-

sible is accentuated by data on the incomes of the aged. For those who are

unable, or who fail to obtain private insurance for the complementary pro-

tection they require, public assistance or private charity would be necessary

to meet health care costs incurred in excess of means. It is clear, however,

that the proportion of the aged population becoming dependent upon wel-

fare programs would be affected to an important extent by the level of rates

charged under private insurance for complementary protection.

For these reasons, special measures are needed to maximize the effi-

ciency of private insurance for tbe aged and to permit the lowest possible

rates.
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By capitalizing on the new and improved opportunity for expanding
enrollment among the aged which would exist with adoption of national

policy as projected, and through imaginative, intensive and concerted efforts

of insurers organized for a nation-wide effort, a degree of recognition and
acceptance under private insurance could be achieved that would establish

such coverage as a commonplace necesity for aged persons in our nation.

5. Congress should take action which would make it possible for

insurance companies and non-profit health plans to join in con-

certed nation-wide efforts to extend to the aged population basic

protection, complementary to that established under the public

insurance plan for the aged.

DISCUSSION

This principle calls for removal of impediments to the development and

execution of a plan of action in the private sector which the Committee
believes to be necessary for solution of the problem.

Formidable difficulties confront private insurance in completing basic

protection of the aged on as extensive a scale as is required to meet the

problem. The importance and urgency as well as the long term significance

of successful accomplishment by private insurance of this assignment make
special measures and efforts necessary. Specifically, a plan of action in-

volving concerted efforts of insurers, on a broad front, through an organ-

ized approach, is seen by the Committee to be needed to make complemen-
tary basic protection available throughout the nation to all aged persons

without regard to their health status, to achieve the level of participation in

the aged population necessary to overcome adverse selection of risks, to

disseminate information widely and efficiently so as to establish firmly

public understanding and general acceptance of the protection, and to de-

velop the large volume and standardization of operation needed for effi-

ciency and provision of basic protection at low cost. In short, the character

of the problem requires planning and large scale organized effort on a

nation-wide basis in the private sector as well as in the public sector.

Legislation enacted by Congress establishing the public insurance

plan for the aged should at the same time clear the way for and encourage

development of nation-wide action in the private sector to provide basic

protection complementary to that established under the public plan. The
action by Congress should include 1) removal of legal obstacles to con-

certed activities on the part of private insurance organizations in formulat-

ing and carrying out an organized plan of action, 2) provision for official

public endorsement for complementary basic protection offered under such
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plans, and 3) exemption from State taxes on premiums paid for protection

bearing such endorsement.

The basic legal obstacles standing in the way of organized concerted

efforts by insurers in the private sector for accomplishing the purpose in

view arise from anti-trust laws at the federal level or from anti-compact or

anti-discrimination laws at the state level. The various essential elements

of an effective organized plan— agreement among large numbers of private

insurers as to a uniform basic coverage to be provided aged persons at a

uniform rate, pooling of losses made necessary by acceptance of all appli-

cants without underwriting selection, and expense provisions lower than

regular insured business— all pose problems under these laws. The Com-
mittee is advised that insurance comes within the federal sphere as essential-

ly interstate commerce. It is therefore within the power of the Congress to

pass enabling legislation for the organization of concerted efforts on a broad

scale in the private sector, permitting nation-wide approach to extension of

complementary basic protection to the aged population.

It is pertinent to point out that there is impressive evidence of growing

acceptance in the private sector of the need for voluntary insurance organi-

zations to join forces to be most effective in reaching and enrolling the

aged and in efficiently meeting their needs for health protection. The State

65 Plans which have been established within the last two and a half years

in the states of Connecticut, Massachusetts, and New York provide not

only precedent for, but substantial evidence of advantages obtainable from
organized, concerted efforts in the private sector. But the full potentialities

of this approach remain to be realized through development on a broader

basis, and under conditions where premium rates could be much less

than the amount charged under the demonstration programs, which could

result from the division between the private and public sectors of responsi-

bility for providing basic benefit coverage and from increased volume and

greater efficiency attainable on a nation-wide basis.

It is important to point out also that organized undertakings to ex-

tend complementary basic protection to the aged population through joint

efforts of private insurance organizations should not, and need not, mean
foreclosing "elbow-room" for additional efforts, continued experimentation,

and still further innovations in the private sector. In fact, such organized

voluntary plans should be devised so as to provide a base to which addi-

tional benefit features could be attached, permitting local and individual

variation and facilitating experimentation with new benefits. This will

provide options which participants in a basic plan may purchase in order

to extend their protection to the extent they choose to do so. It must be

recognized that uniformity in the complementary basic protection has signi-

ficant advantages in facilitating promotion and enrollment, and adminis-

trative efficiencies. But development in the private sector of large volume,

standardized coverage of the aged for complementary basic protection
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should leave clear the opportunity for participating insurance organizations

to extend and go beyond the complementary basic protection by covering

any and all additional services that it may be possible to include.

It is deemed important that participation of private insurance organi-

zations in organized plans of the character visualized should be on a volun-

tary basis, so as to preserve appropriate leeway in the private sector against

rigidities of an industry-wide structure. Moreover, to avoid loss of identity

on the part of the various health insurance organizations in the private

sector, many of which are non-profit in character, the enrollment of and

issuance of protection to aged persons and the administration of the cover-

age provided could remain functions of the insurers participating in a plan,

with pooling of risks being accomplished through a structure representing a

combination of the participating insurers.

Action by Congress called for by the principle should make provision

for official public endorsement of private insurance for aged persons under

the approach permitted and encouraged by the legislation. It is desirable

that this involve legal authorization for the use of a symbol signifying

official public endorsement of a plan of complementary basic protection

for aged persons meeting specified conditions and appropriate standards for

such protection. This would not only give tangible public recognition and

encouragement to efforts in the private sector pursuant to national policy

but it would contribute to widespread understanding and rapid acceptance

among the aged population of complementary basic protection under private

insurance. Conditions required for approval of a plan should relate to ap-

propriate organizational aspects of the consortium of insurers, provision

of protection on a not for profit basis, limitations on expense provisions

allowed for inclusion in premium rates, availability of the coverage to aged

persons without underwriting selection, and provision of benefits which in

character and extent constitutes complementary basic protection in line

with national policy on health care of the aged. In the administrative ap-

plication of these conditions, the advice of the National Advisory Council

on Health Insurance for the Aged (see Section III C. for discussion of the

Council) should be obtained. Recommendation by the Council would pro-

vide an appropriate basis for official public endorsement and authorization

for use of a symbol as proposed.

To provide further encouragement and assistance to concerted efforts

in the private sector to extend complementary protection to as many of the

aged as possible, the legislative action by the Congress should exempt from

state premium taxes the private insurance coverage for the aged bearing the

symbol of public endorsement. This would, in effect, provide a discount to

aged persons in obtaining the complementary protection provided under

private insurance and would aid in making the rates charged for such pro-

tection as low as possible. Loss of revenue to the states from taxes on

health insurance for the aged would be more than offset by reduction in state
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public assistance costs by virtue of wider coverage of aged persons under in-

surance to meet health care expenses.

With passage of legislation as called for by the principle, the organiza-

tion of efforts in the private sector along the lines envisioned might be effec-

tively acomplished either on a national level or within each of the respective

multi-state regions of the nation. The national level would seem to offer

important advantages, particularly in terms of publicity and use of mass

communication media to establish nationwide familiarity and acceptance

of the voluntary plan for complementary protection for the aged. This

could be particularly effective at the outset if tied to the launching of the

public insurance program at the national level. However, through inter-

regional coordination, nationwide efforts could be carried out in a manner
that would capture many of these advantages.

Many possibilities exist with respect to arrangements for achieving

comprehensive, concentrated efforts in the private sector for extending to

the aged population of the nation the basic complementary health insurance

coverage which is seen to be essential to the success of national policy to

meet the problem of health care of the nation. The potentialities of such ar-

rangements are deemed to be of such importance that legislative action is

strongly urged to remove impediments to planning and development along

the lines seen to be needed.

The Committee recognizes that the proposed plan of action for private

insurance under this legislation goes well beyond any existing practice or

mechanism developed by voluntary insurance in the United States to meet a

special social need. Its most evident precedent is found in the State "65

Plans", which, as we have already remarked, have been established with

the same end in view as that which prompts this national proposal. We
can only repeat that in our opinion only large-scale, special, national efforts

on the part of private insurance can deal effectively with the present and
future needs of the aged for protection against the costs of health care,

even with the public insurance plan, as we recommend, carrying a part of

the responsibility for basic protection comparable to that assigned to pri-

vate insurance.

6. To increase the proportion of the aged covered in the future

under complementary protection, private insurance organizations

should develop methods for prepaying during the years of active

employment the cost of health insurance in old age. Employed

groups also should be encouraged to continue retirees under

group insurance plans.

DISCUSSION

The potential for coverage under private complementary protection

57



of persons retiring in the future can be greatly increased through the develop-

ment of arrangements for advance payment prior to retirement.

In essence, this approach calls for the method of financing used by
private pension plans to be applied to the provision of health insurance pro-

tection after retirement. Arrangements for "funding" the cost of such pro-

tection would serve to relieve the burden of paying for protection which

otherwise must be borne during retirement, a period when income is reduced

and health care expenses increase. The cost would be shifted to the pro-

ductive period of life and spread over the span of the working years by set-

ting aside funds when individuals are employed and are better able to

make provision for the protection that will be needed.

With such arrangements, the complementary protection needed during

retirement can be provided under private insurance to many who otherwise

would not be able to bear the cost of adequate protection after they become
aged. It is pertinent to point out that the level of outlay required to make
advance provision for complementary health insurance protection after

retirement would be small in comparison with that required to provide in-

come benefits after retirement on the scale generally prevailing under pri-

vate pension plans. If payments on such policies were fixed as percentages

of pay, the amounts available at age 65 would be more in line with the cost

of health services at that time.

In view of the potential advantages of advance funding for the cost

of health protection — whether in conjunction with private pension plans,

or as a feature attached to group health insurance plans, or as a separate

program— the Committee believes that the cost of health protection after

retirement should be financed in advance of retirement to an increasing

extent in the future.

It is recognized that this development will require much ingenuity on

the part of insuring organizations. Changes occurring over extended periods

of time in such factors as the price level of health services and in the tech-

nology of medicine, pose challenges requiring imaginative approaches in

developing provisions adaptable to changing conditions. But even where

it is not possible to make future commitments in terms of services, provi-

sions for advance finding will make funds available for purchase of protec-

tion needed after age 65. Hence, irrespective of changes in the conditions

of health care, there are inherent advantages in advance provision before

retirement to defraying the cost of needed protection after retirement.

Rapid development of arrangements under which this advantage be-

comes widely available is needed to broaden and strengthen the economic

base for extending complementary protection to the aged population under

private insurance. In the development of these arrangements and in their

application, it is desirable not to restrict mobility of individuals, in terms

of changes in jobs and places of residence, by the penalty of loss of accrued
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"credits" toward insurance coverage in old age. Consideration should there-

fore be given to vesting such credits in the individual, so that they would

accumulate over his working lifetime.

An important opportunity for covering under voluntary health insur-

ance an increasing proportion of persons retiring in the future lies in at-

taching the coverage needed after retirement to the group plan under which

persons are covered before retirement. To the retiree, this offers the ad-

vantages of remaining under group insurance. Even though continuation

may be upon a modified basis with respect to benefits or the extent or

amount of the insurance cost which he bears, the economies inherent in

linking continued protection to the group insurance program are significant

in relation to other alternatives available to him after retirement. If the pro-

tection after retirement is made available on a basis where the cost of com-
plementary coverage for retirees is pooled with that for younger persons,

a strong incentive is provided for persons who are retiring to continue their

protection.

In view of the advantages, the growing trend to extend such coverage

should be encouraged and accelerated. Arrangements should be broadened

to include all employees reaching retirement age, irrespective of their

length of service with the employer, and should provide continued protec-

tion for the spouse of the retiree. Moreover, arrangements for extending

coverage should include reasonable safeguards against discontinuation of

protection during the lifetime of retirees as a result of changes in the group

insurance program which affect the basis on which the provision of pro-

tection rests.
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m
Guiding Principles for the Long-Range Program

C National Advisory Council

A National Advisory Council on Health Insurance for the Aged should

be created and charged with advising the Secretary in administering the

public insurance plan for the aged and with making periodic reports to the

Congress through the President on the status, in both the private and public

sectors, of implementation of national policy for health care of the aged.

DISCUSSION

This principle calls for a strong advisory council. It would have two

basic assignments: 1) participating in the formulation of policies for admin-
istering the public plan; and 2) reviewing from the perspective of national

policy and of the total problem, the entire field of health insurance for the

aged, encompassing the dual public, private program.

Each of these assignments is seen to be highly important to successful

accomplishment of the purposes of legislation on the subject of health care

of the aged. It is believed that each of these assignments will best be carried

out by charging a single council with both of them because of the nature

of the two functions is such that each one will benefit and reinforce the effec-

tiveness of the other.

Legislation establishing the National Advisory Council on Health In-

surance for the Aged should specify that the Council should be broadly

representative in its composition, with its members being appointed by the

President for overlapping terms, and with selection of the chairman left to

the members of the Council. To enable the Council to discharge properly its

responsibilities, provision should be made for a small professional sec-

retariat.

The Council should be charged with providing advice to the Secretary

upon his request on policy matters in the planning and operation of the

public insurance plan for the aged. Moreover, it should be charged with

initiating at its discretion, recommendations to the Secretary on policy

matters.

The Secretary shoud be required to consult regularly with the Council.

Specifically, with respect to quality standards and utilization of voluntary

organizations and official state agencies as discussed under Principles 7
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and 8 for Public Insurance, it should be mandatory that the Secretary seek

the advice and recommendations of the Council prior to the establishment

or modification of policies on these matters.

In setting forth the responsibility of the Council for preparing and
issuing periodic reports, it should be clearly stipulated that such reports

should be based upon review and evaluation of the functioning of both pri-

vate and public insurance for health services for the aged, with particular

concern for inter-relation and coordination in developments and for aggre-

gate effectiveness in serving the needs of the aged population. The periodic

reports of the Council should include such recommendations as the Council

may wish to make as to desirable actions to be taken in either the public

or public sectors or in both. The perspective of the Council in reviewing

and evaluating from time to time the current status in the nation of health

insurance for the aged should be that of broad and long range objectives of

national policy and should include recognition of changes and trends both

in health care and in the health problems of aged persons.

The intent underlying these proposals is that the Council would not

be a "window-dressing" but that it would have effective influence in the

formulation of policies in the administration of the public plan. By being

broadly representative in its membership and by having within its purview

the total problem of health care of the aged, it is believed that the Council

not only would contribute significantly to the success of the public insurance

plan but beyond this would fulfill an important role in furthering coopera-

tion and coordination between the private and public sectors of the nation

in accomplishing the objectives of national policy.
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Public Welfare Amendments of 1962 and
Proposals for Health Insurance for the Aged

THE Public Welfare Amendments of 1962, which

became Public Law 87-543 with President Ken-

nedy's signature on July 25, 1962, represent the

most important changes in the public welfare pro-

visions of the Social Security Act in that act's

history. The amendments emphasize rehabilitation

services and the training of staff, liberalize pay-

ments, and provide States with significant new tools

for making welfare programs more effective.

The amendments, as passed, do not affect the

program of old-age, survivors, and disability in-

surance. The major proposals of the Kennedy Ad-

ministration for health insurance for the aged under

social security were, however, offered, debated,

and tabled by the Senate in the form of an amend-

ment to the public welfare bill. The legislative

history of the health insurance proposal is accord-

ingly included in the last section of this article.

The most significant of the amendments to the

public assistance titles are the following:

1. Seventy-five-percent Federal matching is

provided for State expenditures for defined social

services and training activities in the Federal-State

public assistance programs.

2. Federal sharing in State assistance expendi-

tures for the needy aged, the blind, and the disabled

is increased. Federal sharing is also extended to

expenditures to meet the need of the second parent

when he is unemployed or incapacitated and is

living in the home with needy children.

3. The provision for aiding the dependent chil-

dren of unemployed parents is extended 5 years.

4. The provision for aid to certain children re-

ceiving foster-home care is made permanent; before

October 1, 1964, such children may be receiving

institutional care.

' 5. Protective payments in behalf of dependent

children are authorized.

6. Provision is made for demonstration projects.

7. Funds are authorized for the use of the Secre-

tary of Health, Education, and Welfare in providing

* Mr. Cohen is the Assistant Secretary for Legislation of

the Department of Health, Education, and Welfare; Mr. Hall

is the Commissioner of Social Security.
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for the training of personnel, directly or by arrange-

ments with institutions.

The major changes in the child welfare provisions

(title V, part 3, of the act) are listed below:

1. The amount authorized for annual appropria-

tion is increased from $25 million to $30 million for

the fiscal year 1962-63 and, in steps of $5 million,

to $50 million for 1968-69 and thereafter.

2. Beginning July 1, 1963, State child welfare

plans must provide for coordinating their services

with the services provided for dependent children

under title IV, and they must also show by that date

that they are working toward making child welfare

services available by July 1, 1975, to all children in

the State who need them.

3. A portion of the Federal child welfare appro-

priations is to be earmarked for day-care services,

effective for the fiscal year 1962-63 and thereafter.

4. Specific requirements with respect to day-care

services provided under the State child welfare

plans are added, effective July 1, 1963.

5. Grants to institutions of higher learning for

special projects for training in the field of child

welfare are authorized, beginning 1962-63.

6. The purposes for which grants to States may
be used are clarified and broadened through a new
definition of child welfare services.

Public Welfare Amendments of 1962

BACKGROUND AND LEGISLATIVE HISTORY

The Public Welfare Amendments of 1962 con-

stitute the most comprehensive and constructive

overhauling of Federal legislation relating to public

assistance and child welfare services that Congress

has ever made. Detailed study of the operation of

existing law, its weaknesses, and desirable modifi-

cations preceded the development of the new public

law.

After his election but before his inauguration,
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President Kennedy established a task force on

health and social security for the American people.

This task force, which was chaired by Wilbur J.

Cohen, reported to the President on January 10,

1961, and made a number of recommendations re-

garding public assistance and child welfare.

The recession situation of the early months of

1961 suggested the need for immediate action, and

most of the provisions regarding public welfare

recommended by the Administration were sub-

sequently embodied in temporary legislation en-

acted that year, with most provisions scheduled to

expire June 30, 1962. 1 This legislation provided

for aid to dependent children of unemployed pa-

rents; for foster-family home care of certain chil-

dren removed from their homes by a court because

continuance in the home was contrary to their

welfare; for modification and extension of the au-

thority for training public welfare personnel; for an

increase of $1 in the amount of assistance subject to

Federal participation in the programs for the aged,

the blind, and the disabled; for assistance to Amer-

ican citizens returned from foreign countries; and

for modest increases in the maximums on Federal

grants for public assistance purposes to Puerto Rico,

the Virgin Islands, and Guam.
In his testimony before the Committee on Ways

and Means of the House of Representatives on

February 15, 1961, when the bill to amend the pro-

gram of aid to dependent children was under con-

sideration, Secretary Ribicoff assured the Com-
mittee of his intention to make a thorough study of

the public welfare programs. He also said that he

would return to the Committee in 1962 with what-

ever recommendations might evolve from this

study.

Prelegislative Studies and Developments

On May 2, 1961, Secretary Ribicoff met with

representatives of the National Association of

Social Workers, discussing with them problems and

needs in the welfare field and receiving from them an

offer of cooperation and help in undertaking the

studies that he had announced. On May 10 a some-

what expanded group, representing public welfare

agencies, private welfare agencies, schools of social

1 See the Bulletin, July 1961, pages 18-19, and September
1961, pages 8-9.

work, and others, was constituted as the Ad Hoc
Committee on Public Welfare and held its first

meeting. On May 14, in a speech to the National
Conference on Social Welfare the Secretary de-

scribed the limitations of existing welfare programs
and his determination to make substantial improve-
ments in the existing structure. On the same date,

he announced that a separate study of possible

adminstrative and program changes would bo

undertaken by George Wyman, an administrator

who had had local, State, and Federal experience in

public welfare, as well as experience in the private

welfare field.

After the enactment on May 8, 1961, of Public

Law 87-31, the question of work relief came sharply

into focus, as Federal participation in assistance was
being provided for the first time to a group of indi-

viduals (unemployed parents) who were, by defini-

tion, employable. By midsummer the much broader

issue of arbitrary public welfare limitations reached

a boiling point, generally characterized in the public

press and elsewhere by the name "Newburgh,"
referring to the New York community in which a set

of very restrictive regulations with respect to wel-

fare recipients had been adopted.

On August 26 the Wyman report was submitted

to the Secretary, and on September 6 the Ad Hoc
Committee on Public Welfare submitted its report.

(Grants for staff services for both studies were

furnished by the Field Foundation.)

A number of other studies were also made avail-

able to the Secretary. One of these, Public Welfare:

Time for a Change, was a report by Elizabeth

Wickenden and Winifred Bell of the project on

public services for families and children, sponsored

by the New York School of Social Work of Columbia
University. Materials on needed welfare legislation

were also submitted by the National Social Welfare

Assembly, and less formal studies and advice were

received from numerous other groups representing

diverse interests in the public welfare field. The re-

ports of the Advisory Council on Public Assistance

and of the Advisory Council on Child Welfare

Services, both established under the 1958 amend-
ments to the Social Security Act, had been made to

Congress at the beginning of 1960 and were also

available.

To analyze the wealth of material available to

him, the Secretary appointed a task force in the

Department, which in turn established 12 work
groups, each dealing with a different aspect of the

public welfare programs. The groups considered
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categories of public assistance, services in public

assistance, child welfare services, project grants,

levels of assistance, work relief, exemption of earned

income of assistance recipients, various ways to

promote the constructive use of assistance payments

by recipients who have demonstrated their inability

to handle money, residence requirements, training

of public welfare personnel, medical care for recip-

ients of aid to dependent children, and Federal

financial participation in the public assistance pro-

grams. The task force and its work groups sub-

mitted a consolidated analysis of the available

materials to the Secretary at the end of October.

President's Message

On February 1, 1962, President Kennedy sent to

Congress a message concerning the public assistance

and welfare programs in which he said:

Public welfare, in short, must be more than a salvage opera-

tion, picking up the debris from the wreckage of human lives.

Its emphasis must be directed increasingly toward prevention

and rehabilitation—on reducing not only the long-range cost

in budgetary terms but the long-range cost in human terms as

well. Poverty weakens individuals and nations. Sounder
public welfare policies will benefit the Nation, its economy,
its morale, and most importantly, its people.

This was the first Presidential message ever to be

devoted exclusively to public welfare.

Administrative Changes

Out of all these materials it was entire'y natural

that certain recommendations could be handled

administratively and that others would require

legislation. On December 6, 1961, the Secretary

announced 10 administrative changes. They dealt

with (1) location of deserting parents, (2) admini-

strative actions to reduce and control fraud, (3)

allowing children to conserve income for education

and employment, (4) safeguarding the children in

families of unmarried parents, (5) safeguarding

children in families in which the father has deserted,

(6) safeguarding children in hazardous home situa-

tions, (7) improving State staff training and de-

velopment programs, (8) developing services to

families, (9) encouraging States and localities to

provide more effective family welfare services, and

(10) coordinating family and community welfare

services.

On January 29, 1962, the Secretary announced

six additional administrative changes. They related

to (1) eliminating unnecessary paperwork, (2) ini-

tiating more effective services for children and

youth, (3) intensifying efforts to combat illegiti-

macy, (4) placing increased emphasis on research

and demonstration to reduce dependency, (5)

strengthening vocational rehabilitation services for

disabled recipients of public assistance, and (6)

planning more effective training of public welfare

personnel. Another administrative change, an-

nounced on March 5, provides for Federal partici-

pation in payments to patients of mental institu-

tions who are no longer actually in the institutions

but have moved into nursing homes, boarding

homes, or the homes of relatives.

House Action

On the same day that the President sent to Con-

gress- his public welfare message, the Administra-

tion's proposals for extending and improving the

programs of public assistance and child welfare

services under the Social Security Act were trans-

mitted to Congress. The Administration bill (H. R.

10032) was introduced in the House by Represen-

tative Wilbur D. Mills, Chairman of the Committee

on Ways and Means. The bill provided for

—

1. Increased Federal participation in services

designed to promote self-support and self-care and

to strengthen family life and in expenditures for

training of public welfare personnel.

2. Demonstration projects that States could un-

dertake without having to meet all the conditions

of the Federal act.

3. Progressive extension of child welfare services,

with higher Federal authorizations.

4. Earmarking part of child welfare services

funds for day-care services.

5. New authority for training child welfare per-

sonnel.

6. Community work and training projects, as

part of the program of aid to families with depend-

ent children.

7. As an incentive for recipients to accept em-

ployment, requiring the States to consider, in deter-

mining the amount of the assistance payment, all

expenses reasonably attributable to work.

8. Protective payments when inability to manage
money had been clearly demonstrated.

9. Counting, for Federal matching purposes, as a

recipient of aid to families with dependent children
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not only the single adult caring for the child but the

husband or wife of that adult.

10. Extending the 1961 provision for aiding

dependent children of unemployed parents, making

permanent the 1961 provision for certain children

receiving foster care, and temporarily broadening

the latter provision to include children receiving

care in private child-care institutions.

11. New training provisions for public welfare

personnel.

12. Limiting to 1 year the maximum residence

requirement that States can impose under Federal-

State programs and increasing slightly the amount

of Federal participation for States that abolish all

residence requirements.

13. Permitting the States, on an optional basis,

to combine their plans for the aged, the blind, and

the disabled.

14. An advisory council on public welfare.

15. Extending the temporary $1 increase in as-

sistance payments for the aged, the blind, and the

disabled, made in 1961.

16. Making permanent the program for aiding

Americans repatriated from abroad.

17. Removing the dollar limitations on Federal

assistance payments to Puerto Rico, Guam, and the

Virgin Islands.

18. Changing the name of the program from "aid

to dependent children" to "aid to families with

dependent children."

The proposals also included a number of techni-

cal amendments.

The Committee on Ways and Means held hear-

ings on February 7, 9, and 13, at which Secretary

Ribicoff and other witnesses from the Department

of Health, Education, and Welfare and many public

witnesses were heard. In executive sessions held

March 1, 5, 6, and 7, the Committee agreed to a

number of modifications in the bill. The Chairman

then introduced a "clean bill," H. R. 10606, on

March 8, which was ordered to be reported the same

day.

The Administration's recommendations were

changed in a number of respects, listed below.

1. The Secretary was authorized to provide ser-

vices to those persons who have been or are likely to

become recipients of public assistance only upon

their request.

2. Authority for financial participation in the

cost of services provided under contracts between

the State agency and nonprof t private agencies was

deleted.

3. Specific language was introduced to avoid any
possible duplication of services of public welfare

agencies and of vocational rehabilitation agencies.

4. A number of minor amendments to make more
explicit provisions for day care and for community
work and training programs were included.

5. A new section, 107 (a), which was to become
perhaps the most controversial in the bill, was
added. This section authorized a State agency, in

the best interests of the child, to provide counseling

and guidance and to advise the relative caring for

the child that failure to use the payments for the

child's benefit might result in any one of a number
of specified actions or in any other action authorized

by State law, other than denial of payments while a

child is in the home, without State loss of Federal

funds. The language used in the bill, "any other

action authorized by State law," clearly authorized

voucher payments (that is, direct payments to

grocers, landlords, etc.) and any other type of re-

striction or control. Such authorization would have

represented a substantial departure from the usual

pattern of the relationship between the Federal

Government and the States.

6. The limitation in the Administration proposal

on the ratio of protective payments to all other

payments was increased from 1/2 of 1 percent to 5

percent.

7. The provision for aid to the spouse of the rel-

ative with whom a child is living was narrowed

slight y to apply when the relative is the child's

parent and the child is eligible because of a parent's

unemployment or incapacity.

8. The provisions for training of public welfare

personnel were somewhat modified.

9. The provision for payments under the depend-

ent children program for children receiving foster-

home care was made permanent, and the expiration

date for provision of aid to children o" unemployed

parents was extended to June 30, 1967. An expi-

ration date of June 30, 1964, was placed on the pro-

vision for assistance to repatriated American citi-

zens.

10. The section on residence provisions was dele-

ted entire y.

11. The proposal to elim nate the dollar ceilings

on grants to Puerto Rico, the Virgin Islands, and

Guam was eliminated, but modest increases in these

cei ing were made.

12. The public ascistance formu a or Federal

participation in the programs for the blind, the aged,

and the disabled was modified so that additional
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Federal funds of somewhat more than $4 per re-

cipient, in addition to those available under the

temporary formula scheduled to expire June 30,

would have become available on July 1, 1962.

13. The temporary exceptions that had been

made for the programs of aid to the blind in Mis-

souri and Pennsylvania since 1950 were made per-

manent, and the provisions for the optional com-

bined State plan were modified so that, in States

where aid to the blind is administered by a separate

agency, these agencies could continue to administer

the part of the program for the blind.

On March 13, the Rules Committee granted a

rule providing for 4 hours of debate with a motion

to recommit but no other amendments. Some of the

minority members of the Ways and Means Com-
mittee attempted a motion to recommit, with in-

structions to delete the revised matching formula,

when the bill was debated in the House on March
15. This motion was defeated by a voice vote. The

House then went on to pass H.R. 10606 by a vote

of 319 to 69.

Finance Committee Action

At the time that H. R. 10606 passed the House,

the Senate Finance Committee was not able to take

up the welfare bill immediately but held public

hearings on May 14, 15, 16, and 17 and executive

sessions on June 6 and 7. The Committee made a

number of amendments in the bill.

1. It concluded that the requirement that a

State provide minimum services prescribed by the

Secretary in order to qualify for any Federal par-

ticipation under a program was too drastic. It

modified this requirement to provide that, if the

State did not make the minimum prescribed serv-

ices available, Federal participation in administra-

tive costs would be reduced to 25 percent but that

Federal participation in assistance payments would

not be affected.

2. It adopted language clarifying the language in

the House bill concerning the relationship between

State public welfare agencies and State vocational

rehabilitation agencies and stating more explicitly

the circumstances under which services could be

provided and reimbursement made.

3. It adopted the formula in the House bill for the

$4 increase in payments to the aged, the blind, and

the disabled but made the effective date October 1,

1962. The $1 increase that was scheduled to expire

June 30, 1962, was extended through September 30,

1962.

4. It adopted an amendment to the section on

protective payments, under which a State would be

permitted to use such payments for those cases

that, under the State's usual standards, would have

their needs met in full even though the operation of

some other feature, such as a statutory maximum,
prevented all recipients of aid to families with

dependent children from having needs met in full.

5. It eliminated section 107 (a) of the House bill,

which would have permitted voucher payments and

any other action authorized under State law.

6. It adopted an amendment exempting pay-

ments for work on community work and training

programs under title IV from Federal income tax

and withholding liability.

7. It deleted the provision in the House bill that

would have expanded foster care under the depend-

ent children program to include Federal partici-

pation in payments for otherwise eligible children

who were placed in private child-care institutions.

8. It adopted the "Baldwin amendment" for a

1-year period ending June 30, 1963. This provision

would authorize Federal participation in foster-care

payments when the placement and supervision were

the responsibility of another public agency (such as

the probation department of a juvenile court), if the

other agency had in effect an agreement with the

welfare agency assuring that the objectives of title

IV would be carried out.

9. It revised the training provisions to authorize,

within the dollar limitations established by the

House bill, a program of direct Federal training and

grant activity and of scholarships and stipends for

those persons who are preparing for employment in

public welfare agencies. The existing provisions of

law that would have been made permanent, within

dollar limitations, by the House bill would thus have

been repealed. Under the House bill, provisions for

training would have been handled entirely through

grants to the States.

10. It raised the dollar limit on grants for public

assistance to Puerto Rico from the House figure of

$9.8 million to $10.5 million and for the Virgin Is-

lands from $330,000 to $400,000.

11. It adopted an amendment that would pro-

vide, in programs of aid to the blind, for exempting,

in addition to present exempted amounts ($85 a

month in earnings plus one-half the balance), other

amounts of income or resources necessary to fulfill a

State-approved rehabilitation plan for a blind indi-
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vidual. The additional exemption would not be

available for more than 1 year for one individual.

12. It adopted a clarifying amendment with re-

spect to day care, indicating that families with

ability to do so would be expected to pay reasonable

fees for such care.

13. It restored Administration-proposed lan-

guage, not included in the House bill, that would

modify the existing authority for research and

demonstration projects in child welfare to include

grants to institutions of higher learning for special

projects for training personnel for child welfare

services.

14. It amended the House provision authorizing

the Secretary to appoint advisory committees by

limiting to 10 the number of such committees and to

15 the number of members in each committee.

Where appropriate, conforming changes were

made in the combined title under which States

could merge their programs for the aged, the blind,

and the disabled. Some other, essentially technical

amendments were made, and the bill was ordered

reported to the Senate.

Senate Floor Action

H.R. 10606 was taken up by the Senate on July 3,

with Senator Kerr managing the bill for the Senate

Finance Committee. The Committee's amend-

ments were adopted, as was an amendment pre-

sented by Senator Kerr for the Committee. This

amendment provided' that authority for Federal

participation in payments for work on community
work and training programs operated as a part of

the program for dependent children would be retro-

active to July 1, 1961, for States that had operated

such programs. Certain requirements in the Com-
mittee bill would be waived until October 1, 1962.

The Senate also adopted on that day an amendment
by Senator Williams of New Jersey, providing an

additional authorization under the child welfare

services program of $750,000 a year for the day care

of children of migrant agricultural workers.

In accordance with an announcement that had

been made earlier, Senator Anderson on July 5

called up his amendment, which would have pro-

vided health insurance for aged persons. This

amendment was sponsored by 21 Democrats and 5

Republicans. Most of the debate on the bill from

July 5 to July 17, when the Anderson amendment
was tabled by a 52-48 vote, was devoted to that

amendment and to substitutes for and amendments

to it. On July 9, a unanimous-consent agreement
was adopted under which, beginning July 11, time
for debate was controlled and equally divided be-

tween the proponents and opponents. The agree-

ment provided that a vote on the motion to table

the Anderson amendment was to occur at 3 o'clock

on July 17. (Details on congressional consideration

of the issue of health insurance for the aged are

presented later in this article.)

During the debate on the Anderson amendment,
the following additional amendments to the welfare

bill itself were approved.

1. An amendment by Senator Saltonstall elimi-

nating the reduction in Federal sharing in admini-

strative costs required in the Finance Committee
bill if States did not provide the minimum services

prescribed by the Secretary. Under the Saltonstall

amendment, beginning July 1, 1963, States would

have to provide such minimum services in order to

be eligible for 75-percent Federal participation in

any of their services or training costs, but failure to

provide the services would leave them with 50-

percent matching in all administrative costs, as in

the past.

2. An amendment by Senator Douglas permit-

ting the States to exempt up to $25 of the earned

income of old-age assistance recipients. The pro-

posal was modified on the Senate floor and the

figure raised to $50 and then approved.

3. An amendment by Senator McCarthy and
others restoring language similar to that in the

House-passed bill concerning Federal participation

in payments for foster care under the dependent

children program when the child was placed in a

private child-care institution.

Two amendments were defeated during this

period. One by Senator Moss would have prevented

States from considering the ability of relatives to

assist persons receiving aid to the blind. The other,

also offered by Senator Moss, would have put a

provision into the statute requiring that additional

Federal funds going to the States because of the

change in the formula for old-age assistance, aid to

the blind, and aid to the permanently and totally

disabled would have to be made available in full to

the individual recipients. (The reports of both the

Ways and Means Committee of the House of Repre-

sentatives and the Senate Finance Committee in-

cluded language making clear that this result was

expected to occur and that the Committees believed

it would occur.) The amendment was defeated on

the basis of the technical problems involved.
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After the tabling of the health insurance amend-

ment on July 17, three additional amendments to

the welfare bill were adopted and two were offered

and withdrawn. The Senate adopted the following

changes:

1. An amendment by Senator Hartke permitting

Federal participation in payments made directly

to suppliers of medical care when the services were

rendered within the 3 months preceding the month
of application for assistance.

2. An amendment by Senator Long of Louisiana,

permitting policemen in that State to be covered

under old-age, survivors, and disability insurance

through the provisions for coverage available to

policemen in certain other States.

3. An amendment by Senator Clark and others

permitting adherents of certain religious groups

to file a waiver of participation in the old-age, sur-

vivors, and disability insurance system if their

teachings forbid acceptance of such benefits. (This

amendment was concerned with members of the

Amish group.)

One of the two amendments offered and then

withdrawn was proposed by Senator Javits. It

would have made explicit provision in the statute

for judicial review of certain actions of the Secretary

relating to State plans for their welfare programs.

The other, proposed by Senator Wiley, would have

reinstated section 107 (a) permitting voucher pay-

ments and other unspecified actions under State

law.

The Senate approved the bill by a voice vote

approximately an hour after the tabling of the

Anderson amendment.

Conference Action

The conferees of the House and Senate met on

July 18 and made the following significant changes

in the Senate-passed bill:

1. The Williams amendment making separate

provision for day care of children of migrant agri-

cultural workers was eliminated.

2. The Senate Finance Committee amendment
exempting payments under community work and
training programs from liability for income tax and

income-tax withholding was eliminated.

3. Section 107 (a) was restored, in a limited form

;

the House language permitting "any other action"

(in the interest of the child) that might be author-

ized under State law was limited to advice that

civil or criminal penalties might be imposed upon

determination by a court of competent jurisdiction

that the payment was not being used for the benefit

of the child.

4. The Finance Committee limitation on the

number of advisory committees that the Secretary

might appoint and the number of members of each

committee was eliminated, and a provision sub-

stituted that the Secretary should report annually

to Congress on the number of advisory committees

and their members and activities.

5. The provisions of the House and Senate bills

concerning the training of public welfare personnel

were included, with the same total dollar limitation

set by each bill, and with the Secretary authorized

to use a part of the appropriated funds for direct

training activities and grants and the remainder

to be allotted to States as provided in the House-

passed bill.

6. The House version of the language on pay-

ment of foster care under the dependent children

program when the child is in a private child-care

institution was adopted with a beginning date of

October 1, 1962, and a terminal date of September

30, 1964.

7. The ceilings on public assistance grants to

Puerto Rico and the Virgin Islands were reduced to

the House figures, $9.8 million and $330,000,

respectively.

8. The Douglas amendment permitting exemp-

tion of earned income for recipients of old-age as-

sistance was modified to permit the exclusion of the

first $10 of earnings and up to one-half the remain-

der of the first $50.

9. The two amendments affecting the old-age,

survivors, and disability insurance system—the one

permitting coverage of policemen in Louisiana and

the other permitting members of certain religious

groups to withdraw from the system—were con-

sidered inappropriate for inclusion in a welfare bill

and eliminated.

Final Action

The House of Representatives on July 19 ap-

proved the Conference Committee report by a vote

of 357 to 34. Later the same day the bill was ap-

proved by a voice vote in the Senate and was thus

cleared for the President.

On July 25, the President signed the bill, which

then became Public Law 87-543. In a statement
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concerning the new legislation the President said,

in part:

I have approved a bill which makes possible the most far-

reaching revision of our Public Welfare program since it was

enacted in 1935.

This measure embodies a new approach—stressing services in

addition to support, rehabilitation instead of relief, and train-

ing for useful work instead of prolonged dependency. This

important legislation will assist our states and local public wel-

fare agencies to redirect the incentives and services they offer

to needy families and children and to aged and disabled people.

Our objective is to prevent or reduce dependency and to en-

courage self-care and self-support—to maintain family life

where it is adequate and to restore it where it is deficient.

IMPROVEMENT IN PUBLIC ASSISTANCE SERVICES

Beginning with the President's Welfare Message

of February 1, 1962, the entire legislative history of

Public Law 87-543 emphasizes the importance of

the rehabilitative factor in the public assistance

programs. The State-administered and State-super-

vised programs of public assistance provide income

maintenance, medicalcare, and social services to the

needy aged, the blind, the disabled, and families

with dependent children. Services to applicants for

and recipients of assistance provided by the staff of

the welfare agency are an essential component of

program administration.

Services and Other Administrative Costs

Costs of services provided under the public as-

sistance programs have been shared equally by the

Federal Government and the States. Effective

September 1, 1962, Federal matching in certain

services and in the cost of staff training is increased

from 50 percent to 75 percent. Thus, the new law

offers an incentive to the States to offer more

rehabilitative services and to increase the number
of skilled public welfare personnel to provide the

services.

The Secretary of Health, Education, and Welfare

is to prescribe the minimum services necessary to

help applicants and recipients attain or retain

capability for self-care or self-support or to help

them maintain and strengthen family li"e. These

services are to be provided under State plans for old-

age assistance, aid to families with dependent chil-

dren, aid to the blind, and aid to the permanently

and totally disabled. Services are authorized in the

program of medical assistance for the aged, with no

minimum prescribed. The Secretary is also to

specify additional services to applicants and recip-

ients that prevent and reduce dependency, which

would be entirely optional with the States.

The new law permits Federal participation in the

cost of providing services not only to applicants for

and recipients of assistance but also to those persons

who request them and who, within periods defined

by the Secretary, have been or are likely to become

applicants and recipients. Effective July 1, 1963, a

State that does not provide under its State plan for

the prescribed minimum self-care or self-support

services will receive Federal matching funds on only

a 50-50 basis. This ratio applies to the cost of all

services, training, and other administrative costs.

The new law specifies how the services are to be

furnished. The staff of the State and local public

assistance agency is authorized, as before, to provide

services. In addition, services that cannot be eco-

nomically or effectively provided by agency staff or

are not otherwise reasonably available may be

obtained by agreement with another State public

agency, subject to limitations prescribed by the

Secretary.

Services identified in the Vocational Rehabil-

itation Act as "vocational rehabilitation services"

are not ordinarily to be provided by the public

assistance agency staff but by the State vocational

rehabilitation agency. The latter is the only agency

that may furnish these services if it (1) has in effect

a State plan to furnish such services to individuals

needing them, inc uding recipients of public assis-

tance, or (2) is not providing such services generally

but is able and willing to provide them upon being

reimbursed for their cost by the public assistance

agency. Vocational rehabilitation services may not

be obtained from any other public agency when the

State vocational rehabilitation agency is able and

willing to provide them.

Welfare Services for Each Child Under
Dependent Children Program

To further improve and coordinate services to

children, a provision is added to the requirements

for the dependent children program, effective July 1,

1963. Each State plan must provide for the de-

velopment of a program of welfare and related serv-

ices for each child recipient, geared to the child's

home conditions and special needs. The plan must
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also provide for coordinating these programs with

those developed in the child welfare services plan

under title V to further promote the welfare of

dependent children and their families.

Technical Amendments Emphasizing
Rehabilitation and Other Services

The new law changes the name of title IV to

"Grants to States for Aid and Services to Needy

Families with Children" and makes the necessary

conforming changes throughout this title. The

emphasis on rehabilitation and other services is also

identified in the purpose clause of each title, and

there is authorization for such services not only to

old-age assistance recipients but also to persons

receiving medical assistance for the aged.

Community Work and Training Programs

Another change in title IV is designed to assist the

States in encouraging the conservation of existing

work skills and the development of new ones.

Federal financial participation is authorized in

State expenditures for aid to families with depend-

ent children made in the form of payments for

work performed by a relative aged 18 or older with

whom a dependent child is living. For this financial

sharing the State plan must include provisions that

give reasonable assurance to the Secretary that

certain conditions are being met. These conditions

include appropriate standards for safety, health,

and other working conditions.

Payment for work must be not less than the

minimum rate established by State law and not less

than the prevailing community rate for similar

work. The work must serve a useful public purpose

and not result in the displacement of regular

workers, and it cannot be work that would otherwise

be performed by employees of public or private

agencies, institutions, or organizations. Except for

emergency projects or those generally nonrecurring,

it must be work not normally undertaken by the

State or community.

A State carrying on work and training projects

must take into consideration, in determining need,

expenses reasonably attributable to work. There

must be provision that the person assigned to a

work project shall have an opportunity to seek

employment and to secure appropriate training or

retraining when it is available. Aid may not be

denied when refusal to work is based on good cause.

The State plan must include a provision, similar

to that in State plans for aid to children of unem-
ployed parents, for entering into cooperative ar-

rangements with the State public employment
service so that the person may be returned to the

labor force as quickly as possible. These arrange-

ments would include provisions for registration and
periodic re-registration for employment and also

for maximum use of the placement services and
other services and facilities of the employment
offices.

In addition, the State plan must provide for

entering into cooperative arrangements with the

State vocational education agency and the State

agencies responsible for adult education services

and facilities for training or retraining in prepara-

tion for regular employment. So that the parent's

absence at work will not affect the welfare of the

child, there must be provisions for appropriate

arrangements for the child's care and protection.

The State plan must provide that no adjustment or

recovery will be made forpayments correctly made
for work. The State may not include as an expendi-

ture for Federal sharing the cost of making or

acquiring materials or equipment in connection

with a work program or the cost of its supervision.

The Secretary is to report the experience of the

States in community work and training programs

before January 1, 1967. The report will be sent to

the President for transmission to Congress.

For States that, before the enactment of Public

Law 87-543, carried on community work and train-

ing programs that met the plan requirements (with

certain exceptions), the Federal Government shares

in expenditures made from July 1, 1961, through

September 30, 1962. After that date such programs
must meet all the State plan requirements under

the law.

Incentives for Employment

As one step towards the goal of rehabilitation,

the new law requires that the State consider all ex-

penses attributable to employment in determining

the need of a recipient of public assistance; formerly

such consideration was optional and not always pro-

vided. In addition, in their programs of aid to

families with dependent children, the States may
permit earned or other income to be set aside for the
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dependent child's future identifiable needs, such as

his education.

Use of Payments for Benefit of Child

When there is a question whether the money

payment in aid to families with dependent children

is being used for the child's benefit, the State agency

may provide, to the relative caring for the child,

counseling and guidance in the use of the payment

and in the management of other funds. Upon con-

tinued failure to use the payment for the benefit of

the child, the agency may advise the relative of the

possibility of payment to another interested person

or appointment of a guardian or legal representa-

tive, or that criminal or civil penalties, authorized

by State law, may be imposed by a court of com-

petent jurisdiction. These actions may be taken by

a State agency without jeopardizing Federal finan-

cial participation or raising a question concerning

the conformity of the State plan under title IV of

the Social Security Act.

Another change relates to a 1961 amendment

allowing the States time to amend their laws that

require—contrary to a ruling of January 17, 1961,

of the Department of Health, Education, and Wel-

fare—aid to be denied because of conditions in the

home in which the child is living. The new law

permits States to deny aid if, pursuant to State

statute, adequate care and assistance are otherwise

provided the child.

Protective Payments Under Dependent Children

Program

The definition of "aid to families with dependent

children" in title IV is amended to include payments

made to another person interested in or concerned

with the welfare of the child and his relative.

Standards for determining who is "interested or

concerned" are to be prescribed by the Secretary.

A State plan under which protective payments

are made must provide for the following procedures:

(a) determination by the State agency that the

relative caring for the child is unable to manage
funds to the extent that making payments to him

is contrary to the child's welfare; (b) making pro-

tective payments that, for the recipients involved,

in addition to other income and resources, are

sufficient to meet all their needs, according to State

standards; (c) exerting special efforts to develop

greater ability on the part of the relative to manage
funds; (d) making periodic review to determine if

serious mismanagement continues, stopping the

protective payments if it does not, and seeking the

appointment of a guardian or other legal representa-

tive if mismanagement is likely to continue; (e)

furnishing aid in the form of foster-home care; and

(f) giving the relative caring for a dependent child

an opportunity for a fair hearing on any determi-

nation that he is unable to manage the payment.

The number of individuals for whom protective

payments may be made in any month may not

exceed 5 percent of other recipients under this

program during the month.

The Secretary is to submit to the President for

transmission to Congress before January 1, 1967, a

report on the administration of the provision and on

State experience in making protective payments,

with recommendations for continuation or modifi-

cation.

Aid for Both Parents of Dependent Child

The definition of "aid to families with dependent

children" is amended to provide for Federal sharing

in State expenditures for assistance given to a sec-

ond parent. The parent must be living with the

child, and the child's deprivation must be based on

the incapacity or unemployment of a parent. This

change in Federal law recognizes the need of the

family when both parents are in the home and pro-

vides Federal financial participation to assist the

States to meet need more adequately.

IMPROVEMENTS IN ADMINISTRATION

Several of the provisions of the new law were con-

cerned with improving the administration of the

public assistance programs.

Advisory Council on Public Welfare

The Secretary is directed to appoint a 12-member

advisory council on public welfare in 1964 to review

the administration of the programs of public assist-

ance and child welfare services and to make recom-

mendations for improvement. The council is also to

review the public assistance programs especially in

relation to old-age, survivors, and disability insur-

ance and to the fiscal capacities of the States and
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the Federal Government, as well as matters bearing

on the amount and proportion of Federal and State

shares in the public assistance and child welfare

services programs.

The council members are to include persons

representing employers and employees in equal

numbers, State or Federal agencies concerned with

the administration and financing of the public

assistance and child welfare services programs, and

nonprofit social welfare organizations; other persons

with special qualifications; and members of the

public. The council is to report its findings and

recommendations to the Secretary by July 1, 1966.

The Secretary is directed to appoint succeeding

advisory councils under similar conditions. He is

authorized also to appoint advisory committees

to assist him in carrying out his functions under the

Social Security Act and report annually to Congress

on the number of committees and their membership

and activities.

Waiver of State Plan Requirements for

Demonstration Projects

Congress recognized the need for the develop-

ment of new methods and for experimentation to

better meet the complex social and economic

problems in the public assistance programs. Ac-

cordingly, it authorized the Secretary to waive any

of the requirements for State plans in States that

desire to carry on an experimental, pilot, or demon-

stration project likely to assist in promoting the

objectives of the programs.

The cost of such projects is to be financed with

the help of Federal funds. The law makes available

not more than $2 million of the funds appropriated

for payments to the States under the public assist-

ance titles in any fiscal year up to July 1, 1967, to

assist in paying any portion of the cost of these

projects not otherwise subject to Federal partici-

pation.

and $2 million each year thereafter, is to be avail-

able to him to provide directly or through grants to

or contracts with public or nonprofit institutions of

higher learning with respect to personnel employed

by or preparing for employment with public assist-

ance agencies for (1) training, (2) establishment and
maintenance of fellowships and traineeships, and

(3) special short courses of study (to last not more
than 1 year).

The Secretary will allot the remainder of the

appropriated funds to the States for the training

objectives of title VII. The allotments will be based

on population; relative need for trained public

welfare personnel, particularly personnel to provide

self-support and self-care services; and financial

need.

To the extent the Secretary finds it necessary,

he may prescribe requirements for the repayment

of the amount expended on fellowships or trainee-

ships when an individual fails to work the specified

amount of time in a public assistance program.

He may also waive these requirements when they

would be inequitable or contrary to the purposes of

the assistance programs,

REVISION OF TEMPORARY PROVISIONS AND IN-

CREASE IN FEDERAL SHARE OF PA EXPENDITURES

Dependent Children of Unemployed Parents or in

Foster-Family Homes

In 1961, aid to families with dependent children

was broadened to include dependent children

of unemployed parents. It was also extended to

include payments for foster-family care for certain

children removed from their homes by judicial

determination. Both provisions, scheduled to expire

June 30, 1962, have been extended by the new law

—

the former to June 30, 1967, and the latter per-

manently.

Increase in Trained Welfare Personnel

The present authorization for training grants in

title VII has been made permanent, and the Secre-

tary has been given new authority. An appro-

priation of $3.5 million is authorized for the fiscal

year 1962-63 and $5 million for each succeeding

fiscal year. An amount to be determined by the

Secretary, but not more than $1 million for 1962-63
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Federal Share of Assistance Payments

In addition to extending the temporary increase

of $1 in payments to the aged, the blind, and the

disabled, effective October 1, 1961, through June 30,

1962, the new law increases Federal financial par-

ticipation in these payments by an additional $4.

The formula change, effective October 1, 1962, is

accomplished by increasing the Federal share of
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the assistance payment from 4/5 of the first $31,

with an average maximum of $66, to 29/35 of $35,

with an average maximum of $70. Since the Federal

Government continues to share in the vendor pay-

ments for medical care, up to $15, for old-age

assistance recipients, the average monthly maxi-

mum in old-age assistance in which it participates

is now $70 plus $15 or $85.

Extension of Assistance to Repatriated

American Citizens

In 1961, temporary assistance was authorized for

American citizens and their dependents returned

from foreign countries because of destitution, illness,

war, or similar crisis. This authorization expired

June 30, 1962; it is extended by the new law through

June 30, 1964.

Refusal of Unemployed Parent To Accept Retraining

Where a State plan includes aid to families with

dependent children because of the unemployment
of a parent, denial of aid is now required if the un-

employed parent refuses without good cause to

undergo retraining.

Federal Payments for Foster Care
in Child-Care Institutions

The Federal Government will continue to share

in State expenditures for payments when a child

recipient of aid to families with dependent children,

following a court determination, is placed in foster

care in a nonprofit child-care institution. Formerly

Federal sharing was limited to payments for chil-

dren receiving foster-family care. Payment with

respect to a child in an institution is to be limited,

as prescribed by the Secretary, to the items of cost

covered in the care in a foster-family home. The
amendment is effective for the period October 1,

1962, through September 30, 1964.

State Plans Not Meeting Income-and-Resources
Requirements for Aid to the Blind

A temporary provision, first enacted in 1950,

authorized Federal financial participation in certain

State programs of aid to the blind that do not meet

the requirements of the income-and-resources

clause. This provision has been extended from time
to time and was scheduled to expire in 1964. The
new law makes it permanent.

COMBINED STATE PLANS FOR AGED, BLIND, AND
DISABLED

Effective October 1, 1962, a new title (XVI) is

added to the Social Security Act that gives the

States the option, instead of having separate State

plans for titles I, X, and XIV, of combining their

programs of assistance for the aged, the blind, and
the disabled and for medical assistance for the aged.

A State filing a combined plan under the new title

could not receive payments for the same period

or future periods under titles I, X, and XIV.
The State plan requirements are, with few ex-

ceptions, unchanged. The necessary adaptations

have been made, such as establishing income ex-

emption for the aged and the blind and continuing

the present limitation on residence requirements in

medical assistance for the aged. States that ad-

minister aid to the blind through a separate agency

may continue to do so under the new title.

Under title XVI the provision of separate and
additional Federal funds for vendor payments for

medical care for recipients of old-age assistance is

extended to the blind and the disabled. The pro-

vision of medical care for 42 days in a medical

institution because of a diagnosis of tuberculosis or

psychosis, now limited to the aged, is also extended

to the blind and the disabled.

MISCELLANEOUS AND TECHNICAL AMENDMENTS

To accompany the increase in the Federal share of

expenditures for assistance among the States, the

annual dollar limitations for Puerto Rico, the Virgin

Islands, and Guam were raised to $9,800,000,

$330,000, and $450,000, respectively.

Under the program of aid to families with depend-

ent children, the relative with whom a dependent

child is living is permitted to receive money pay-

ments or medical care to meet his needs in a month,

whether the child is receiving aid in the form of

money payment or medical care. Formerly he could

receive aid only if aid to the child was in the form of

a money payment.

The new law amends the provisions for the dis-

regarding of income in aid to the blind. As in the
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past the States must disregard the first $85 of

earned income in a month, plus half the earned in-

come in excess of $85 a month. Additional amounts

of other income and resources are now to be disre-

garded for a maximum of 12 months if the recipient

has an approved plan for self-support. The addi-

tional income and resources must be necessary for

the fulfillment of this plan.

The provisions for foster care of dependent chil-

dren, as enacted in 1961, required that the responsi-

bility for placement and care of children determined

by a court to be in need of foster care must be in the

agency administering the program of aid to families

with dependent children. For the 9 months October

1, 1962—June 30, 1963, responsibility for such chil-

dren may be given to another public agency with

which the welfare agency has an agreement. The
agreement must include a provision for (1) develop-

ing a plan for each child (including periodic review

of the necessity for the child to continue in foster

care) to assure his proper care while he remains in

foster care and (2) services to improve the condi-

tions in the home from which he was removed or to

make possible his placement in the home of another,

specified relative. The agreement must also include

other provisions necessary to accomplish the pur-

pose of the program under the State plan.

All public assistance titles are amended to permit

Federal matching in State expenditures for medical

or remedial care furnished for as long as 3 months

before the month of application.

The States are given the option, in determining

need, of disregarding a certain amount of income

earned by a recipient of old-age assistance. As of

January 1, 1963, out of the first $50 per month of

earned income, the State agency may disregard not

more than the first $10 plus half the remainder.

CHILD WELFARE SERVICES

The new law contains, in substance, all the Ad-

ministration's recommendations for expanding and

improving child welfare services, as stated in Presi-

dent Kennedy's Welfare Message and embodied in

the draft bill transmitted to the Speaker of the

House by Secretary Ribicoff on February 1, 1962.

Extension of Child Welfare Services

Under the previous law, $25 million a year was

authorized to be appropriated for grants to the

States for child welfare services. The new law in-

creases the authorization to $30 million for the

fiscal year 1962-63, $35 million for 1963-64, $40

million each for 1964-65 and 1965-66, $45 million

each for 1966-67 and 1967-68, and $50 million a

year thereafter.

In the past the law has provided for grants to

States for the use of cooperating State public welfare

agencies in carrying out the State plan that they

have developed jointly with the Secretary of Health,

Education, and Welfare. The amendments require,

effective July 1, 1963, that the State child welfare

plan provide for coordinating its services with those

under the State plan for dependent children, with a

view to ensuring that dependent children and their

families will receive welfare and related services

that will be most effective in promoting their

well-being.

State child welfare plans are also required,

effective July 1, 1963, to make a satisfactory show-

ing that the State is extending the program with a

view to making available by July 1, 1975, to all

children in need of them throughout the State,

child welfare services provided by the staff of State

and local public welfare agencies. The staff, to the

extent feasible, is to be composed of trained child

welfare personnel. In extending services, priority

must be given to communities with the greatest

need for such services, taking into consideration

their relative financial need.

Day Care

Effective for fiscal years beginning after June 30,

1962, funds appropriated for child welfare services

in excess of $25 million a year, up to a maximum of

$10 million, are to be earmarked for day-care ser-

vices (including the provision of day care) under the

State child welfare services plan. Such care may be

provided only in facilities (including private homes)

licensed by the State or approved (as meeting

established licensing standards) by the State agency

that is responsible for licensing facilities of this type.

The earmarked funds are to be allotted among the

States on the basis of the population under age 21

and the State's allotment percentage (which varies

between 30 percent and 70 percent in accordance

with the relative State per capita income) ; the

minimum allotment is $10,000. The portion of its

allotment that a State certifies it will not use may
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be reallotted among States needing and able to use

additional funds in providing day care under their

State plan. The reallotment is to be based on need,

the population under age 21, and the relative per

capita income of the States needing such funds.

The States are required to match all child welfare

service funds allotted to them. Effective July 1,

1963, a State child welfare plan must meet four

additional requirements

:

1. It must provide for cooperative arrangements

with the State health authority and the State

agency primarily responsible for supervision of

public schools to assure their maximum utilization

in providing necessary health and education ser-

vices for those children who are receiving day care.

2. It must set up a committee to advise the State

public welfare agency on the general policy in-

volved in furnishing day-care services under the

State plan. The committee is to include repre-

sentatives of other State agencies concerned with

day care or related services and persons representing

professional, civic, or other public or nonprofit

private agencies, organizations, or groups concerned

with the provision of day care.

3. It must establish such safeguards as may be

necessary to assure provision of day care under the

plan only when it is in the best interest of the child

and the mother and only when it is determined,

under criteria established by the State, that a need

for such care exists. When the family is able to pay

part or all of the costs of such care, the p'an is to

provide for the payment of fees considered reason-

able.

4. It must give priority, in determining the need

for day care, to members of low-income or other

groups in the population and to geographical areas

with the greatest relative need for the extension of

day care.

Definition of Child Welfare Services

The definition of child welfare services is clarified

and somewhat broadened to read

Public social services which supplement, or substitute for,

parental care and supervision for the purpose of (1) preventing

or remedying, or assisting in the solution of problems which
may result in the neglect, abuse, exploitation, or delinquency
of children, (2) protecting and caring for homeless, dependent,

or neglected children, (3) protecting and promoting the welfare

of children of working mothers, and (4) otherwise protecting

and promoting the welfare of children, including the strength-

ening of their own homes where possible or, where needed, the
provision of adequate care of children away from their homes
in foster-family homes or day-care or other child-care facilities.

Training

Before the amendments, the law authorized

grants for research or demonstration projects in the

field of child welfare. The new law adds authoriza-

tion for grants to public or other nonprofit institu-

tions of higher learning for special projects for train-

ing child welfare personnel, including traineeships

with such stipends and allowances as may be per-

mitted by the Secretary.

COST OF AMENDMENTS

It is estimated that the Public Welfare Amend-
ments of 1962 and the administrative actions taken

in 1961 and 1962 by the Secretary of Health, Educa-

tion, and Welfare will involve the expenditure in the

fiscal year 1962-63 of nearly $300 million in addition

to the amounts authorized by earlier law. Of these

amounts, $97.9 million represents the cost of con-

tinuing the provisions for aid to families with de-

pendent children in which need results from the un-

employment of a parent, the foster-home care pro-

visions, and the $1 increase in assistance payments
in which Federal participation is available for the

aged, the blind, and the disabled—all provisions

enacted on a temporary basis in 1961.

The President, in the 1962-63 Budget, asked for a

total of $190.1 million for this legislation (including

the extensions of the temporary provisions). This

figure covers the estimated amount of the increased

Federal share of services and training costs, day-

care costs, the inclusion in the recipient count of the

second parent in needy families with dependent chil-

dren, and the optional single program for the aged,

the blind, and the disabled.

The President's Budget Message did not include

the additional increase of more than $4 for each

aged, blind, or disabled recipient of public assist-

ance. This is the major item accounting for the

higher cost of Public Law No. 87-543, as it was

enacted.
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Proposals for Health Insurance for the

Aged

ADMINISTRATION PROPOSAL

On February 9, 1961, President Kennedy trans-

mitted to Congress his recommendations relating to

a health program. To help meet the problem of

financing the high cost of illness in old age, the

President recommended the addition of a health

insurance program to the present old-age, survivors,

and disability insurance system.

Under his proposal as transmitted, all persons

aged 65 and over who are eligible for old-age,

survivors, and disability insurance or railroad retire-

ment benefits would be entitled to (1) up to 90 days

of in-patient hospital services in a single spell of ill-

ness, subject to a deductible amount (to be paid by

the patient) of $10 a day for up to 9 days, with a

minimum of $20; (2) up to 180 days of skilled nurs-

ing-home services after discharge from a hospital;

(3) hospital outpatient diagnostic services for all

costs in excess of $20; and (4) visiting-nurse and

related home-health services.

On February 13, a bill (H.R. 4222, the Health

Insurance Benefits Act of 1961) proposing a pro-

gram along the lines set forth by the President was

introduced by Representative King of California.

(*A companion bill, S. 909, was introduced in the

Senate by Senator Anderson.) The House bill was

referred to the Committee on Ways and Means,

which held public hearings from July 24 through

August 4, 1961. There was no further congressional

action in 1961 on health insurance for the aged.

In both his State of the Union Message of

January 11, 1962, and his health message of Febru-

ary 27, President Kennedy renewed his 1961 request

that the old-age, survivors, and disability provisions

of the Social Security Act be amended to provide

health insurance protection for the aged. On June

11, the House Ways and Means Committee went

into executive session to consider the Administra-

tion's proposal for a health insurance program for

the'aged under the Social Security Act.

SENATE FLOOR DEBATE

Anderson Amendment

In the absence of action on the Administration's

proposal by the House of Representatives or the

Senate Committee on Finance, Senator Anderson,

on June 29, 1962, presented to the Senate for him-

self, 20 other Democratic Senators, and 5 Republi-

can Senators an amendment intended to be pro-

posed to H.R. 10606, the public welfare bill.

Although the amendment provided the same health

insurance benefits that would have been provided

under S. 909 (except that skilled nursing-home bene-

fits would have been payable only for services fur-

nished in facilities affiliated with a hospital), the

proposed amendment made several significant

modifications designed to meet various objections

raised to certain provisions of S. 909.

These major modifications included provision for

(a) the payment of health insurance benefits

financed from general revenues for aged persons not

eligible for monthly cash benefits under the old-age,

survivors, and disability insurance or railroad retire-

ment systems; (b) the use of approved private or-

ganizations, selected by hospitals or the other pro-

viders of services, in the administration of the pro-

gram; and (c) an option under which beneficiaries

could receive the health benefits through private

insurance, group practice, and other voluntary

plans, instead of through the Government.

Persons entitled to health insurance benefits.—One
frequent criticism of S. 909 had been that it did not

provide protection for the uninsured aged. The
Anderson amendment would have provided for this

uninsured group of 2J/£ million aged persons the

same health benefits that would have been provided

for those insured under old-age, survivors, and
disability insurance and would have financed the

protection for the uninsured from general revenues.

Under the amendment, persons who reach age 65

before 1967 and who do not meet the regular in-

sured-status requirements of the old-age, survivors,

and disability insurance program would have been

deemed insured for health insurance benefits only.

The uninsured reaching age 65 after 1966 would

have needed, to be deemed insured for health

benefits, 3 quarters of coverage—with a minimum
of 6—for each year elapsing after 1964 and before

reaching age 65.

The special insured-status requirements for

health insurance would therefore have "washed

out" in 1970 for women and 1972 for men, since in

those years the number of quarters that would have

been required to qualify for health benefits would

have been the same as the number required under

present law for cash benefits under old-age, survi-
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vors, and disability insurance. The effect of the

special insured-status provision would have been

to ensure for practically everyone aged 65 or over

protection under the program, since most jobs are

now covered by the Social Security Act.

Use of private organizations in administering the

program.—The amendment would have consider-

ably broadened the opportunity for use of private

organizations in the administration of the program.

Groups of "providers," or associations of providers

on behalf of their members, would have been per-

mitted to designate a private organization of their

own choice to receive provider bills for services and

to pay these bills. In addition, such organizations

could have been authorized—to the extent the

Secretary considered it advantageous—to perform

related functions, such as auditing provider records

and assisting in the application of utilization safe-

guards. The Government would have provided

advances of funds to such organizations for pur-

poses of benefit payments and as a working fund for

administrative expenses.

During their testimony before the Committee on

Ways and Means on H. R. 4222, representatives of

the American Hospital Association recommended
that the Government use the services of voluntary

organizations, such as Blue Cross, to administer the

health insurance program. The principal advantage

hospitals and other providers of services saw in an

arrangement of this sort was that the policies and

procedures of the Federal program would be ap-

plied by the same private organizations that ad-

minister the existing health insurance programs

from which providers now receive payments.

It was believed that the participation of Blue

Cross plans and similar third-party organizations

offered possible advantages that go beyond the

benefits derived from their experience in dealing

with various types of providers of services. Having

such private organizations serve as intermediaries

between the Government and the providers would

have helped to reduce anxiety on the part of pro-

viders of service and certain segments of the public

about possible Government intervention in hospital

practices.

Private insurance option.—A basic premise of S.

909 was that private insurance would play the same

important complementary role that it has played in

old-age, survivors, and disability insurance—that is,

health insurance under the Social Security Act

it

would be a base on which a beneficiary could build

private supplementary protection. Many persons

expressed the conviction that the health insurance

proposal should have allowed beneficiaries to have

all their protection with private insurance com-
panies and health benefits plans instead of having

Government protection or to continue any private

insurance protection they may have acquired before

attaining age 65 without changing it into a policy

designed as a supplement to the Government pro-

tection.

The amendment included a provision under which

an individual who had an approved private health

plan or policy in effect for a period before reaching

reaching age 65—one furnishing at least all the

benefits of the Government plan as well as some
additional health benefits—could have an optional

arrangement. He could, if he wished, have the

Government reimburse the private organization

with which he had the policy for the cost of the

statutory benefits used. The carrier's administra-

tive cost related to the payment of statutory bene-

fits would have been included in the reimbursement.

The amendment would have required the bene-

ficiary to make the election within 3 months after he

became entitled to health insurance benefits. Only
one such election would have been permitted, al-

though a beneficiary could have later revoked his

election if he desired.

To keep the administrative difficulties of dealing

with private insurance carriers and health plans

within reasonable limits the amendment also in-

cluded criteria that private plans would have had to

meet in order to qualify for handling the payments.

Commercial nongroup carriers that are licensed in

all 50 States and make at least 1 percent of all health

insurance payments in the United States, or that

were determined by the Secretary to be otherwise

national in scope, would have qualified. A commer-
cial -nongroup carrier that could not meet these

requirements would have qualified in a particular

State if it did at least '5 percent of the health in-

surance business in that State. In addition, any
other carrier that sells group health insurance would

have qualified with respect to its group plans. Non-

profit plans would have been approved without

regard to these requirements.

Additional modifications.—The Anderson amend-

ment also modified or clarified certain provisions of

S. 909 to give additional assurance that the Federal

Government would not have exercised control over
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providers of services. An amendment provided

that hospitals accredited by the Joint Commission

on the Accreditation of Hospitals (and many small

hospitals are not ordinarily accredited) would have

been conclusively presumed to meet all the statu-

tory requirements for participation, save that for

utilization review. In the event the Joint Commis-

sion adopted a requirement for utilization review,

accredited hospitals would have been presumed to

meet all the statutory conditions. In addition, the

health and safety requirement was modified to

permit the Secretary to prescribe further conditions

only to the extent that these conditions were in-

cluded in the requirements of the Joint Commission.

Linking the conditions for participation to the

requirements of the Joint Commission would have

furnished assurance that providers would have been

required to meet only professionally established

conditions.

The provisions in S. 909 for a "hospital utilization

committee" were replaced in the amendment by

provisions for a "utilization review plan." A plan

would have been required to provide for a review of

admissions, length of stays, and the medical neces-

sity for services furnished as well as the efficient use

of services and facilities. The amendment specified

that such review take place within 1 week following

the twenty-first day of each period of continuous

hospitalization and subsequently at such intervals

as may have been specified in regulations. The
utilization committee would also have been required

to notify the attending physician of its findings and

provide an opportunity for consultation betveen

the commitee and the physician. The utilization

review plan of a hospital would have been extended

to include review of admissions and length of stays

in a skilled nursing facility affiliated with the

hospital.

The Joint Commission, which has been consider-

ing adding utilization review as an accreditation

requirement, has not decided what form the require-

ments should take. The utilization review require-

ment in the amendment therefore provided that

both hospital staff reviews and other types of phy-

sician review arrangements outside the hospital

would have been acceptable for purposes of the

proposed program.

In addition, the amendment included several

technical changes to take into account suggestions

made by various professional organizations. The
definition of the terms "drugs" and "biologicals,"

for example, was expanded to include those drugs

listed in Accepted Dental Remedies and those ap-

proved by a drug or pharmacy committee of the

hospital furnishing such drugs. The provisions

relating to the definition of a "skilled nursing

facility" were also revised to include only such a

facility affiliated or under common control with a

hospital. This more restrictive requirement was

added to provide greater assurance that payments

would have been made only to those skilled nursing

facilities that have adequate medical supervision.

Financing.—The proposed amendment would

have provided for an increase in the social security

contribution rates of 3^ of 1 percent for employers

and for employees and 4/10 of 1 percent for the

self-employed. (The latter rate would have been

^ of 1 percent under S. 909.) The taxable earn-

ings base would have been increased from $4,800 to

$5,200 ($5,000 under S.909) a year. A separate

health insurance trust fund would have been estab-

lished for the program; S.909 would have provided

for one social insurance trust fund with separate

accounts for old-age and survivors benefits, dis-

ability benefits, and health insurance benefits,

respectively.

Alternative Proposals

On the floor of the Senate, three major alterna-

tives to the health insurance program proposed in

the Anderson amendment were debated. All the

alternatives accepted the need for additional

Federal action with respect to financing the health

care costs of aged persons but proposed to meet this

need either by providing Federal funds to States or

by providing a cash supplement to monthly old-age

and survivors insurance benefits to help meet the

cost of private insurance premiums.

The Morton amendment.—Senator Morton pro-

posed on July 5 an amendment under which States

offering approved group insurance plans for the aged

through private carriers would have received

Federal reimbursement for the cost of the premiums

paid on behalf of eligible aged persons. Anyone
participating in the State program could have

elected to receive either ordinary or catastrophic

illness coverage. Group-practice, service, and in-

demnity-benefit private plans would all have been

eligible to participate under State programs. It

would have been necessary for State programs to

receive the Secretary's approval.
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General Federal revenues would have been used

to reimburse the States for costs up to $125 a year

per participant. States would have paid the admini-

strative costs of the program, plus any premiums in

excess of $125 per person. Individuals with a

Federal income-tax liability would have paid up to

$100 toward their own premiums; the exact amount
would have been dependent upon the amount of the

liability.

Senator Morton estimated the initial costs of his

proposal at about $1.3 billion a year. Senator

Anderson suggested that the cost of the Morton
proposal could have run as high as $2 billion a year.

The Morton amendment was defeated by voice

vote on July 6, 1962.

The Saltonstall amendment.—The amendment
proposed by Senator Saltonstall on July 9, 1962,

was essentially the same proposal as S. 937, the bill

introduced on February 13, 1961, by Senator Javits

for himself and eight other Republican Senators,

including Senator Saltonstall. This amendment,
like the Morton amendment, would not have used

social security financing. It would have provided

for a program of Federal matching grants to the

States for health benefits for the aged, furnished

under a State plan approved by the Secretary of

Health, Education, and Welfare.

State plans would have been required to offer the

aged individual a choice between three types of

packages: (1) short-term illness benefits covering up

to 21 days of hospital- services, up to 63 days of

skilled nursing-home services (with substitution for

hospital days permitted at a ratio of 3 to 1), up to 12

physician visits, outpatient diagnostic services, and

up to 24 days of home health services; (2) long-term

illness benefits with 80-percent coinsurance and a

"deductible" of $175 for a maximum of 120 days of

hospital care, surgical services, skilled nursing-

home services, home health services, and certain

other services at the option of the State; and (3)

private insurance benefits, consisting of payment of

half the premiums for a private health insurance

policy, with the maximum payment amounting to

$60 a year.

The Federal matching would have ranged from

33% percent to 66% percent. An individual

whose income exceeded $3,000 and a married couple

with income of more than $4,£00 would have been

required to pay enrollment fees related to income.

The Saltonstall amendment was defeated by a

vote of 50 to 34 on July 12, 1962.

The Bush amendment.—On July 9, Senator
Bush proposed an amendment under which reim-

bursement from social security trust funds would
have been made to aged beneficiaries of old-age,

survivors, and disability insurance for premiums
paid for voluntary insurance. Beneficiaries would
have been reimbursed, up to $9 a month, for the

cost of premiums paid for any guaranteed renew-

able health insurance. To finance the program,
the employer-employee contribution rate for old-age

and survivors insurance purposes would have been
increased 0.5 percent and the self-employed con-

tribution rate, 0.375 percent. At $108 a year for

12.2 million beneficiaries—the number Senator

Bush estimated would take advantage of the pro-

gram—costs would be $1.3 billion in the initial

year.

The Bush amendment was defeated on July 13,

1962, by a vote of 74 to 5.

Changes in Anderson Amendment

During the course of debate on the Senate floor,

several amendments to the Anderson amendment
were proposed and either accepted by Senator

Anderson or approved by a vote of the Senate.

On July 12, Senator Javits proposed an amend-
ment designed to modify the provisions of the

Anderson amendment relating to the beneficiaries'

option to continue private health insurance pro-

tection. Under his proposal, an approved private

plan could have provided, in place of the 90-day

hospital benefit with a deductible, a 45-day hospital"

benefit with no deductible. Group insurance plans,

prepayment group-practice plans, nonprofit plans,

and plans having acquisition costs comparable to

those of approved group plans would have been

qualified to offer the option of either the 90-day

hospital benefit or the 45-day hospital benefit.

Other nongroup plans would have been permitted to

offer only the 90-day hospital benefit. The amend-
ment changed the period during which a person

would be required to have been covered by the ap-

proved plan from the 5 years that would eventually

have been required under the Anderson amendment
to only 1 year in group and nonprofit plans and

2 years in commercial individual policies. Senator

Anderson accepted Senator Javits' proposal and

modified his amendment accordingly.

An amendment proposed by Senator Carroll con-

tained a declaration of congressional intent that
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enactment of a health insurance benefits program

should not result in the loss of any benefits to which

an individual may be entitled under a State medical

care program. This amendment was approved by

voice vote on July 13.

On July 16, a proposal by Senator McNamara to

modify the "benefit period" provision of the Ander-

son amendment was accepted by Senator Anderson.

A "benefit period" was defined as a period beginning

with the first day covered services are furnished and

ending with the ninetieth day thereafter (not neces-

sarily consecutive) on each of which the beneficiary

is not an in-patient in a hospital or skilled nursing

facility.

On July 17, Senator Anderson also accepted a

modification of his amendment proposed by Senator

Muskie. Skilled nursing facilities that are not

affiliated with a hospital would have been permitted

to participate if the Secretary, on the basis of full

and complete study, determined that they were

equipped to provide good quality care and that

their participation would not create an actuarial

imbalance in the Federal health insurance trust

fund.

On July 17, the Senate voted to table the pro-

posed Anderson amendment. The vote was 52 to

48.
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Foreword

When the Supreme Court of the United States sustained the con-

stitutionality of the old-age insurance provisions of the Social

Security Act, Mr. Justice Cardozo, in writing the opinion of the Court,

said, "the hope behind this statute is to save men and women from the

rigors of the poor house as well as from the haunting fear that such a

lot awaits them when journey's end is near." Now, a quarter century

later, that hope has been largely realized. The social security program,

founded on sound principles and since strengthened, has indeed done a

great deal to provide economic security in old age and to relieve the

haunting fears of poverty.

For the vast majority of the aged, however, there remains a major

obstacle to their peace of mind and for all too many to their security

and independence. It is the high costs of ill health in old age and the

inability of many of the aged to meet these costs. A nation that

cherishes independence and self-reliance and that has undertaken to

help maintain these values through a sound system of social security

cannot afford to let catastrophic health costs stand in the way of old-

age security. The considerations that led to the enactment of the

social security program more than a quarter century ago now point

unmistakably to the addition of health insurance for the aged to this

program.

As life expectancy has increased, bringing with it increased medical

burdens of old age, it has become clear that provision for basic health

insurance must be made a part of the program of retirement protection

in the Social Security Act. Seeing the plight of their parents, people

are coming to realize that insurance protection against the costs of

hospital care in old age, like insurance providing for basic retirement

income, requires use of the social security method. Nongovernmental
programs, of course, are an important way of supplementing old-age

insurance, and public assistance is a necessary back-stop for those with

special needs.

It is plain from the wealth of data set forth in this report that the

aged as a group have much greater health care needs than younger
people and that the costs of meeting these needs are much greater than
the aged, with their limited resources, can possibly afford to pay.

Their incomes are lower than those of younger persons. Likewise,

health insurance for the aged is far more expensive than for younger
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persons, and adequate health insurance is beyond the reach of most

of the aged. Public assistance programs are least effective in the low

income States, where need is most prevalent. Some people cannot

undertake to meet the cost of the serious illnesses of their aged parents

without themselves suffering hardship. Some cannot take on this

burden without facing the painful decision to do less than they should

in providing education for their children and meeting other basic

family needs.

It is imperative that the aged have basic insurance protection

against the cost of needed hospital care. Of all health costs faced by

the aged, the cost of hospital care is the one most likely to be cata-

strophic. Insurance to cover the costs of such care cannot be financed

solely out of the incomes of the aged themselves. Social security pro-

tection, financed by payments made during the working years, supple-

mented by private programs and backed up by the Federal-State

public assistance provisions for medical care, is the only way to a

truly effective solution of the problem.

We have in our social security system an effective mechanism for

providing retirement income in old age. This same system enables us

to finance health care for the aged. It is time we used it for this pur-

pose. Without health insurance protection under social security, the

promise of freedom from the fear of want in old age cannot be truly

met.

Abraham Ribicoff,

Secretary of Health, Education, and Welfare.



Preface

Financing the health care of aged persons is now widely acknowl-

edged to be a matter of social concern. Decisions as to how community
responsibility in this area is to be met should rest on a full appraisal

of needs and existing resources.

Within the past year there has become available new and current

information relating to the health needs of the aged and the relative

incomes of young and of older families. These data present the same

general picture of greater medical need and more limited income and
resources among the aged that emerged from earlier studies, which
were summarized in the Reports submitted by this Department to the

Committee on Ways and Means of the House of Representatives in

April 1959 and July 1961. The new data fill in certain details as to

how the aged manage and the nature of the problem for them and
their children, that have not hitherto been available.

There has now been almost a year and a half of experience under
the new program of medical assistance for the aged that was adopted

in 1960. We are thus in a position to appraise what this program
is accomplishing.

It has seemed useful and timely to bring together under one cover

the most current information and background facts relating to the

health care problems of the aged and the existing methods of meeting

their medical care costs, including private health insurance and public

programs.

An appendix to this report summarizes the many and varied

proposals that have been made since the late 1930's for Federal legisla-

tion to provide health insurance for the aged, to stimulate the spread

of voluntary health insurance or to support State medical care pro-

grams.

No one report can provide all the reference data that may be needed

by those who are concerned with the formulation of detailed policy

relating to so important and far-reaching a problem as the health

care of the aged. This report attempts to present the more signifi-

cant background facts in a form that will be useful to anyone who is

seriously studying the problem and the issues it raises.

Ida C. Mereiam,

Director, Division of Program Research.
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SUMMARY

New developments in medicine and the better living conditions

attendant upon our growing productivity now keep more and more

people alive beyond the biblical span of three-score-and-ten. At the

same time, there is a tendency to retire the worker from active em-

ployment at a progressively younger age—leaving him more years to

get along on reduced income.

OASDI and related income-maintenance programs developed over

the last quarter century assure continued basic self-support for most

persons after they reach age 65. Years of prosperity and advancing

wage levels bring to many persons in later life some security in owned
homes and other savings accumulated during the working years. But

for nearly all the burden of health costs casts a heavy shadow over

the prospects of retirement.

Persons 65 and over now total over 17 million, and their number
is growing faster than the rest of the population. Today out of

every 11 persons, one has passed his 65th birthday. By 1980, the

proportion may well be more than 1 out of 10 and the number 25

million. Because women tend to outlive men, the aged population

includes a disproportionate share of widows. Indeed, the 65 and over

group has almost as many widows as married men. Close to half of

the widows are past 75. It is in the oldest age groups that illness

costs become especially high, and it is usually the widows who have the

least financial resources.

The majority of the aged maintain independent living arrange-

ments: About 7 in 10 live alone or with a spouse or one other relative;

little more than half a million in all live in institutions. While
independent living brings its own satisfactions, it usually means
living on a rather restricted budget, and often with no one at home
to help out during illness.

Few at age 65 can count on continuing to earn their living for the

remaining years of life. In mid-1961, fewer than 1 in 4 of those 65

and over had any income from employment, even counting wives whose

husbands worked. Furthermore, most of those who worked were

not working full-time, merely supplementing payments under a public

program. More than 9 in 10 aged persons now receive income from

some public program, whereas only 1 in 20 is still working and draw-

ing no income from a public program.
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Public programs obviously are limited in what they pay. On the

average, the aged person has to get along on only half as much in-

come as the younger person in a family of the same size. While the

older person's total needs are less than those of the younger person,

they are far from 50 percent less.

Today 9 out of 10 workers are accumulating credits towards retire-

ment benefits under the OASDI program. Persons currently draw-

ing benefits, or eligible to do so if they choose to retire, already number

three-fourths of those 05 or older and eventually should include al-

most every one. (The few not included will for the most part come

under one of the other public retirement and income-support pro-

grams.)

Although OAST benefits to retired workers have been rising, the

current average monthly payment of $76, or even the current maxi-

mum of $125 for a retired worker or $187 for an aged couple, is not

likely to make for comfortable living without additional resources,

particularly when serious illness strikes.

Medical bills for the aged person come high, judged both in terms of

the dollar total and in the lijrht of his limited resources. Older per-

sons pay out more for medical care than young persons, and these

payments take a larger share of their small income—and the share

would be even greater if all the elderly got and paid for the care they

needed.

ITow much care do the aged need ? Persons 65 and over are twice as

likely as younger persons to suffer a chronic condition, and 6 times as

likely to have one restricting or limiting activity. By age 75 every

fourth person (not in an institution) is totally unable to carry on

normal activity—work or keep house. The average old person is in-

capacitated 5 weeks of the year by illness or injury, with two of these

weeks spent in bed.

Aged persons as a group see doctors and get medical attention more
than younger persons, but many, particularly those with low income,

go without care that could bring relief. From 40 to 50 percent of

those who have arthritis and rheumatism, or hernias, or who have

trouble seeing or hearing, for example, and one out of 7 with a heart

condition, are not currently under medical care. It is the aged in fam-

ilies with low incomes who are more likely to have incapacities and
illnesses, but it is those in families with high incomes who see the

doctor more often.

Hospital care for anyone poses a special problem because of the

large and usually unexpected bills, making it difficult to plan ahead

of time. It is especially difficult for the aged. The aged person has a

1 in 6 chance of going to a hospital in a given year, somewhat higher

odds than for the person under 65. Also, once he is admitted, the

aged person can count on staying an average of two weeks, as opposed
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to one week for younger patients. Thus, he can expect a hospital bill

twice that of his younger fellow patient. "What makes the situation

still worse is that less of the older person's bill will be met by
insurance.

Among the aged, as among the rest of the population, it is those

most in need of health insurance who are least likely to have it: The
chronically ill, the ones not working, and those with low income.

Such persons generally either find the costs of insurance beyond their

means, or are considered too poor a risk for the commercial insurer.

Some who have protection find the policy cancelled when they most

need it—when they develop expensive long-drawn out "conditions,"

or when they reach the older age brackets, although currently more
noncancellable policies are being written.

Sometimes the aged person himself discontinues the protection he

had before retirement, because he no longer has the advantage of the

lower group rate and must pay more on an individual basis—and
usually for less adequate benefits. In addition the share paid by the

employer is often stopped altogether, leaving much higher premium
costs at the time income is sharply cut.

No more than half the aged today have any protection against hos-

pital costs—the most common form of health insurance. According

to the National Health Survey, just about half the elderly patients

discharged from a short-stay hospital had no part of the hospital

bill paid by insurance. Such insurance as was available was more

likely than not to cover only short stays. Insurance took care of as

much as three-fourths of the bill for 6 out of 10 stays under a month,

and fewer than 5 out of 10 lasting a month or more.

Although the average elderly patient leaves the hospital within

two weeks, nearly 1 in 10 remains a month or longer. The longer his

hospitalization lasts the more likely is the aged person to need help

in paying for his care. Among OASI beneficiaries in a general hos-

pital 3 out of 4 of those staying as long as 2 months, and 1 out of 2 of

those hospitalized for shorter periods could not assume responsibility

for all of their own medical costs.

The burden of paying for hospital care is even greater when one

takes account of those who do not leave the hospital alive. Terminal

illnesses often are especially expensive and those at the older ages,

most likely to die, are least likely to have any insurance. Often they

leave a legacy of debt with a heavy burden on surviving widows.

No one can foresee just when he will enter the hospital—although

9 out of 10 persons who reach age 65 are sure to go at least once in their

remaining lifetime. But all the evidence indicates that the year one

does have to go will be characterized by unusually high medical bills

of all kinds. In 1957-1958, for example, hospital care costs, excluding

those paid out of public funds, averaged $49 per person 65 or older.
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For those who actually had a hospital illness, however, costs were 7

times this much. Their doctors' fees for inhospital visits were twice

as great as the average total bill for all doctors' visits in the year—in

or out of hospital.

Aged OASI beneficiaries in general hospitals during 1957 had

total medical bills for the year 5 times as high as those with no hospi-

tal illness—not counting the costs of persons unable to report them,

often because some care was given without charge or paid for

directly by a public or private agency. For beneficiaries who went

to a hospital, the hospital charges alone represented close to half

the total medical bills for the year. They were two to three times

as large, on the average, as the total medical costs for the year for

beneficiaries who did not have a hospital illness.

At December 1961 prices an elderly couple with one or both mem-
bers receiving hospital care could expect their combined total medical

bills for the year to total about $1,160. For the elderly person without

a spouse, a hospital stay might mean average medical bills for the

year of about $895. With half the aged couples having less than

$2,500 income and more than half the other aged persons less than

$1,000 it is obvious that most of them would be hard put to pay such

a bill and still have enough left for groceries and housing—unless
they had the benefit of health insurance, could count on getting free

care or received help from relatives. Indeed, more than two-fifths of

the beneficiary couples and roughly three-fifths of the nonmarried

beneficiaries who were in a general hospital in 1957 did not meet all

the year's medical costs out of their own income, assets or health

insurance.

Except for an owned home, few of the aged have assets in substan-

tial amounts. Those who do are more likely to be the relatively small

number who already have the advantage of higher income. Some-
times the aged person with low income and some savings must choose

between using them for every day needs, or doing without some
essentials so as to leave savings intact for a medical emergency.

How then do the aged manage when ill? Some seek help from

relatives, and failing that, from public assistance. Some borrow

money. A small number can manage on their own, especially if they

have insurance. Some, as is true of all low-income groups, probably

never get the care they need. Relatives provided help with medical

bills for every seventh OASI beneficiary couple and every fourth non-

married beneficiary who went to a hospital. Many beneficiaries who
"paid their own bill" could do so only because relatives had either

taken them into their own home or contributed in cash to their living

expenses. Typically, the relatives to whom old people must turn for

help already have families and children to take care of, or are them-

selves old enough to be facing their own problems of retirement.
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Some aged persons with medical problems ask for public assist-

ance^—either to meet the emergency itself, or for regular living needs

after using their resources to pay for the medical care. In the first

half of 19G1, just about every third person approved for old-age

assistance needed it directly or indirectly as a result of health difficul-

ties. 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. Currently about half the aged going on

the OAA rolls are OASI beneficiaries.

The kinds of medical services and the amount of care provided

through public assistance vary greatly from State to State. Some
State public assistance programs pay for relatively comprehensive

services, others meet emergency medical needs only. In January 1962,

vendor payments for medical care under old-age assistance averaged

$13.62 per recipient; the range was from a low of 24 cents to a high

of $61.29 per recipient per month.

The 1960 Amendments to the Social Security Act increased the

Federal matching funds for vendor payments under old-age assist-

ance. They also provided Federal matching grants for a new pro-

gram of medical assistance to aged persons not eligible for old-age

assistance but whose income and resources are insufficient to meet the

cost of needed medical care. As of March 1962, medical assistance

for the aged programs were in effect in 23 States, Puerto Rico, the

Virgin Islands and Guam. The services provided under these new
programs also vary widely. Currently, about five-sixths of all ex-

penditures under the MAA program are being made in two States,

States that transferred to MAA most of the nursing care cases on

their OAA rolls. Liberalization of the Federal contribution in the

federally-aided assistance programs, has often meant more improve-

ment in States already doing a better-than-average job than in those

where standards and available funds were low.

Many aged persons get medical care at public expense or at reduced

rates. Probably close to 30 percent of total public expenditures for

patient care in hospitals goes for treatment of the aged, who comprise

only 9 percent of the population.

Hospital care, more costly and more often emergency in character,

may be more likely to be obtained without charge than other types

of service. In any case, aged persons with no health insurance and
in need of hospitalization are more likely to go to a public hospital

than patients with health insurance. Public hospitals more com-

monly than private institutions must tailor their charges to ability

to pay, including taking as a public charge those who cannot pay at

all.

Total public and private expenditures for medical care for aged

persons are estimated to have been about $5 billion in 1960, or ap-

9



proximately 1 dollar out of every 5 spent for personal medical care

services. Only 1 person in 11 is aged 65 or over. Public programs

are now responsible for more than 1 dollar in every 4 spent for medical

care for persons aged 65 and over. Thus much of the burden of medi-

cal care of the aged population already falls on the community at

large. One may well question, however, whether the cost of this bur-

den is prorated among all our citizens in the most efficient and equitable

fashion.

Over the past decade, prices of all goods have gone up, but not

as much as has income of the population. Real income, as measured

in purchasing power, has improved for most Americans. On the

other hand, medical care prices, and especially the cost of hospital

care, have risen more than other prices, and by and large have out-

stripped gains in income. This has been a serious problem for all

low-income groups; and particularly so for persons currently age 65

and over—many of whom receive retirement benefits based on low

lifetime earnings.

A part of the increase in the cost of hospital and medical care has

resulted from improvements in the earnings and conditions of work
of hospital employees who have been among the relatively lowest paid

groups and are of the last to move from a 12- to 8-hour working day.

Changes in medical technology, such as the increasing use of special-

ized equipment and expensive drugs and antibiotics, while increasing

the power of medicine have also made it more costly.

Wage and salary levels of hospital employees have now largely

caught up with those in other service industries and will probably

increase in the future at more or less the same rate as general wage
levels. We have certainly not reached the end of changes in medical

science and technology. New breakthroughs in knowledge which

can be expected from the large investments now being made in medical

research may further increase the unit cost of medical care or they may
drastically reduce prolonged illness and the cost of medical services.

The organization of medical services is also in process of change.

The hospital is assuming a new importance as the center for medical

care in a community, at the same time that more effective use of home
health services and skilled nursing home or other arrangements is

making it possible to transfer many long-term patients out of the

hospital, to their benefit as well as that of the community. The
further development of a wide range of community and social services

can have a significant effect on medical care problems.

By and large, in planning for the next decade, it seems reasonable

to assume that the overall cost of medical care will increase at about

the same rate as our total national output. Whatever the future

costs may be, the question of how the benefits of modern medicine can

best be assured to all who need them will be one of the most important

challenges to our social ingenuity.
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PART I

Characteristics and Health Needs of the Aged

CHAPTER 1. NUMBER AND CHARACTERISTICS OF THE
AGED

The United States has a rapidly growing total population and an

even more rapidly expanding population 65 years and older. Ad-
vances in medical technology, improvements in living standards, and

other factors have increased life expectancy at birth to an overall

average of 70 years. Those who live to be 65 can look forward to

reaching on the average age 79 or 80. This lengthening life span, ac-

companied by a lowering of the age at which workers voluntarily

or involuntarily withdraw from the labor force, brings with it its

own special problems. A growing number survive to face the illnesses

and infirmities of age, but many do not have the income to pay for the

care they need and which modern medicine has to offer. For most

of our aged, basic self-support in retirement is largely assured by old-

age, survivors and disability insurance and related income-mainte-

nance programs developed over the last quarter century except for

burden of medical care costs in retirement.

Persons aged 65 and over now number about 17*4 million, or more
than 9 percent of the population of the United States, and in less

than another decade, it is expected they will exceed 20 million, and by

1980, 25 million. During the 1950's the proportion of persons aged 65

and over in the population increased 35 percent (table 1), or from 1

in 12 to 1 in 11, and by 1980, they may well make up more than 1 in

10 of the total.

In two-fifths of the States at least 10 percent of the population was

aged 65 and over on April 1, 1960 and in only eight States and Puerto

Rico were there fewer than 7 percent. (Appendix A, table 1)

Characteristics of persons 65 and over

The growth in the aged population has been accompanied by a

change in its composition. There has been an increase in the relative

numbers of women and, also, of persons in the 85 and over age group.

These are trends which will continue.
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Table 1.

—

Age and Sex: Number and distribution of persons 65 and over in the

United Slates, 1 1950 and 1960

Age

Total 65 to 69 70 to 74 75 to 79 80 to 84 85 and
over

Number (thousands):
16. 560 6. 258 4. 739 3, 054 1.580 929

Male 7. 503 2. 931 2. 185 1.360 665 362
9. 057 3. 327 2, 554 1.694 915 567

Total, 1950 12. 295 5.013 3.419 '3.284 578

Male 5.813 2. 431 1. 633 1,511 238
6. 482 2. 582 1.786 1.773 340

Percent distribution:
Tola 1

, I960 100.0 37.8 28.6 18.4 9.5 5.6
Total, 1950 100.0 40.8 27.8 26.? 4.7

Percent female of total:

1960 54.7 63.2 53.9 55.5 57.9 61.0
1950 - - 52.7 51.5 62.2 54.0 68.8

Percent Increase, 1950 to 1960:

Total. 34.7 24.8 38.6 41.1 60.7

29. 1 20, 6 33.8 34.0 52.1
39.7 28.9 43.0 47.2 66.8

i Includes Alaska and Hawaii In 1950 as well as 1960.

• Breakdown not available for 1950.

Source: Bureau of the Census. United States Censut of Population: 1960, General Population Characterlt-

tics. United States Summary (Final Report PC (1)-1B), August 1961.

On reaching 65, women now have a life expectancy of 15.5 years;

men, a life expectancy of 12.7 years.1 In 1960, among the aged 65 and

over there were more than 6 women to every 5 men (Chart 1). By
1980 the ratio will approach 7 to 5.

Accompanying the change in sex composition will be further aging

of the population 65 years and older. Persons 85 and older made up

5.6 percent of the older population in 1960 as compared to 4.7 percent

10 years earlier, and may reach 8 percent by 1980.

In light of the sex-age composition of the 65 and over group, it is

not surprising that the widowed make up almost two-fifths of this

age group. Men are almost twice as likely as women to be living with

a spouse, because their average age is less than that of women and,

also, typically their wives are younger than they. About 7 in 10 of

the men, but fewer than 4 in 10 of the women 65 and over, live with a

spouse. Women are two and one-half times as likely as men to be

widowed. Indeed, there are almost as many aged widows as there are

married men aged 65 and over in the United States. Almost half of

these widows are 75 and over (table 2)

.

With 21/2 million who have passed their 80th birthday, and well

over 900,000 who have passed their 85th, it might be expected that

substantial numbers would be in institutions such as chronic care

hospitals, nursing homes, and homes for the aged. The decennial

J Public Health Service, National Office of Vital Statistics, Life Tables, 1959,

1961.
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Table 2.

—

Marital Status and Living Arrangements: Distribution of persons 66
and over, by sex and age, for the United States, March 1961

Status
Total
65 and
over

Male Female

Total 65 to 74 75 and
over

Total 65 to 74 75 and
Over

100.0 44.8 29.8 15.0 55.2 35.0 20.2
60.9 31.2 23.0 8.3 19.7 15.5 4.

1

Other, by marital status:
Widowed 38.6 9.1 3.8 6.3 29.5 15.5 14.0
Separated 2.1 1.

1

.8 .4 1.0 .8 .2
Divorced. 1.5 .6 .4 .2 .9 .6 .3

6.8 7.7 1.8 .8 4.1 2.6 1.6

Other, by living arrangements:
In families 23.1 6.0 2.6 3.3 17.2 8.8 8.4

Family head (spouse not present) 8.2 2.0 1.2 .8 6.2 3.7 2.6
Relative of head (other than wife) 14.9 4.0 1.4 2.5 11.0 6.

1

5.9
Living alone or lodging 22.3 6.

1

3.5 2. 7 16.2 9.6 6.6
In Institutions 3.7 1.5 .7 .7 2.2 1.1 1.1

Source: Bureau of the Census, Current Population Reports; Population Characteristics, Series P-20. No.
114. "Marital and Family Status: March 1961," January 31, 1962; and preliminary count of institutional
Inmates from the 1960 Census of Population.

Chart 1. U.S. Population 65 Years and Over, by Sex, 1960

MILLIONS OF PERSONS

0.9

65 to 69 Years 70 to 74 Years

SOURCE : 1960 Census of Population

75 to 79 Years

AGE GROUPS

to 84 Years

Census, however, shows that only 615,000, or less than 4 percent of all

persons 65 and over, were in institutions in 1960. Persons not in

institutions, and not living with a spouse, divide almost equally be-

tween those who live with relatives and those who live alone or with

nonrelatives (table 2). In all, about 7 in 10 aged persons live alone

or in 2-person families. 2

*Data for March 1959 (from Bureau of the Census, Current Population
Reports: Population Characteristics, "Marital and Family Census: March 1961,"
Series P-20, No. 112, December 29, 1961) show 61 percent of all family members
aged 65 and over were in 2-person families.
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Age and employment

While more and more persons live to age 65, relatively fewer of

them can count on continuing to earn their own living—or having

husbands who do.

The long-run decline in employment of men 65 years or older has

continued if not accelerated in recent years. During 1960, only one-

sixth of the aged men worked full-time, one-third less than in 1950

;

only 43 percent worked at any time during the year, compared to 49

percent 10 years earlier. On the other hand, one-sixth of the aged

women had work experience during 1960—a proportion considerably

more than 10 years earlier (table 3).

Table 3.

—

Work Experience: Distribution of persons 65 and over by tex,

1950 and 1960

[Noninstltutlonal population of the United States]

Work experience
Men Women

1960 1950 1960 1950

Total.. 100.0 100.0 100.0 100.0

Did not work during year
Worked during year

At part-time jobs

1 to 26 weeks
27 to 49 weeks

At full-time jobs

56.9
43.

1

50.7
49 3

84.2
15.8

88.2
11.8

16.5 11.6 8.2 5.6

6.7
3.1
6.7

4.5
3.2
3 9

3.1
1.9
3.2

1.9
1.3
2.4

26.6 37.7 7.6 6.2

1 to 26 weeks
27 to 49 weeks

5.1
4.6

16.9

4.5
7.4

25.8

1.8
1.5
4.3

1.4
1.3
3.560 to 52 weeks..

Source: Bureau of the Census, Current Population Reports: Labor Force, Series P-50, No. 35, "Work Ex-
perience of the Population in 1950," October 26, 1951; and Carl Rosenfeld, "Work Experience of the Popu-
lation in 1960," Monthly Labor Review, December 1961.

In June 1961 fewer than 1 in 5 aged persons had any paid employ-

ment—about 3 in 10 of the men and 1 in 10 of the women. (Another

1 in 10 aged women were married to workers). Various public

income-support and retirement programs—notably old-age, survivors,

and disability insurance—have been developed to replace part of the

income lost when earnings cease. A substantial majority of those

with earnings were in fact retired, working as they could to supple-

ment benefits. Only about 1 in every 20 persons 65 years or older

has earnings and has no income from any public program (Appendix

A, table 5). Private pension plans, whose coverage has expanded

rapidly since they first became a prime objective of collective bargain-

ing in 1950, are another important source of support for a relatively

small number of retired workers many of whom draw benefits under

a public program also.

14



The aged eligible for OASI benefits

[Retirement and survivor benefits under the OASDI program were

paid to more than two-thirds of all persons aged 65 and over in mid-

1961. Including the 1.1 million insured workers (with 270,000 de-

pendents) eligible for benefits but not receiving them because of em-

ployment, the proportion eligible was close to 75 percent.

By State the proportion of aged persons actually receiving OASI
benefits in mid-1961 ranged from three-fourths in Rhode Island to

less than half in Louisiana and the territories (Appendix A, Table

4). In 24 of the 50 States, at least two-thirds of all aged persons

were on the OASDI rolls. Of the 13 States with the lowest rates,

10 were in the South ; of the 13 with the highest rates, 9 were in the

Northeast. The differences reflect, in large part, the fact that farm-

ers and some farm laborers, domestics and urban self-employed were

not covered until 1955.

Over 9 out of 10 of all those now reaching age 65 in the United

States are eligible to draw benefits if they (or their husbands) retire.

By the start of 1964, the proportion of aged persons who would have

protection should exceed 80 percent, with 14.4 million, of the 17.9

million aged persons in the population, eligible under the OASDI
program (Appendix A, table 2). By 1970 it is expected that all but

15 percent of those 65 and over will be eligible for OASI benefits and
by 1980, all but 11 percent. In the long run 95 percent of the entire

group 65 years and over will be eligible.
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CHAPTER 2. HEALTH CONDITIONS OF THE AGED

Not only is the number of persons 65 and over growing rapidly, but

those most likely to need medical care and least likely to have the

resources to finance such care are increasing at an even more rapid

rate.

The successes of modern medicine in preventing epidemics and cur-

ing or controlling diseases such as pneumonia, tuberculosis, and other

once fatal infectious diseases have made it possible for an increasing

proportion of the population to reach the age when they are more
vulnerable to arthritis, rheumatism, heart disease, cancer, and other

chronic illnesses. This development along with the high incidence

of crippling accidents among the aged has brought the chronic con-

ditions of old age to the fore as their major health threat.

The aged naturally face special health problems since advancing

age is accompanied by a decline in health and physical capacity. Older

people as a group naturally are more prone to chronic illness and,

as a result, more likely to be partially or completely limited in activity

than those of younger ages.

Chronic conditions

Older persons are twice as likely as younger persons to have one

or more chronic conditions. The National Health Survey shows that

almost four out of five aged persons are afflicted with one or more
chronic conditions as contrasted with less than two out of five persons

under 65.

Persons over 65 who were not institutionalized but who had one or

more chronic conditions numbered approximately 11.8 million in 1960.

This group represented almost four-fifths of all persons over 65

(Table 4). While the aged constitute 9 percent of the total noninsti-

tutionalized persons, they make up 16 percent of all persons with

chronic conditions.

Limitation of activity

Not all chronic conditions are necessarily disabling although such

conditions often require medical care. However, reported limitation

resulting from these chronic conditions provide a measure of the
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Table 4.

—

Chronic Conditions and Limitation of Activity: Percent distribution of
persons by age, July 1959-June 1960

[Noninstitutional population of the United States]

With one or more chronic conditions

With no
Age Total chronic Limited

conditions Not limited

Partially Completely

65 and over, total 100.0 22.5 34.

1

28.2 15.2
Under 65, total 100.0 62.3 30.2 6.4 1.0

75 and over - - 100.0 16. 1 28.2 31.7 24.0
65 to 74 100.0 25.8 37.2 26.3 10.6
55 to 64 100.0 35.0 41.9 18. 5 4. 5

45 to 54 - - 100.0 42.5 43.7 12.2 1.6
Under 45... - 100.0 69.0 26.6 4.0 0.5

Source: Public Health Service, U.S. National Health Survey, Duration of TAmitation of Activity Due to

Chronic Conditions, United States, July 1959-June 1960 (Publication No. 584-B31), January l'J62.

health status of the aged in relation to younger persons. Data from

the National Health Survey for the 12-month period ending June

1960 indicate that older persons are more likely to be partially or

completely limited in activity as a result of these chronic conditions

than younger persons (Chart 2). Over 40 out of 100 elderly persons

have some limitation of activity—6 times as many as for those under

65. One out of ten persons 65-74 is completely unable to work or

keep house, and the proportion rises after 75 to almost one out of four

persons (Table 4).

Days of disability

Days of restricted activity and bed disability are two measures of

the extent of chronic and acute conditions in the population used by

the National Health Survey in their household survey of civilian non-

institutional population of the United States. The survey for the year

ending June 1960 gives further evidence that the impact of illness

becomes more severe as age increases. Persons 65 and over reported

an average of 38 days (more than 2y2 time as many days as younger

persons) during the year when their usual activities were restricted

because of illness or injury. On 14 of these days, the aged person was
confined to bed all or most of the time as compared with 5 days for

the younger person. Also, according to the same survey data, the

lower the family income, the greater the number of days of restricted

activity or confinement to bed (Table 5).

Prevalence of specific chronic conditions

Arthritis, rheumatism, heart disease, and high blood pressure cause

much disability in later life. More than 1 out of 4 aged persons

18



Tabls 5.

—

Restricted-Activity and Bed-Disability Days: Number per person ptr

year by age and family income, July 1969-June 1960

[Noninstltutlonal population of the United States]

Family Income

Restricted -acti vity
days

Bed-disability days

65 and over Under 65 65 and over Under 65

Total... 37.8 14.2 13.6 6.3

Under $2.000 48.2
32.0
30.9
33.4

21.7
15.1
12.8
11.9

16.2
11.5
11.3
13.5

7.8
6.7
5.0
4.4

$2,000 to $3,909
$4,000 to $6,999

$7,000 and over

Source: Public Health Service, U.S. National Survey, Disability Days, United States, July 1969-June
I960 (Publication No. 584-B29), September 1961.

suffers from arthritis and rheumatism ; and 1 out of 8 has high blood

pressure. The prevalence of physical impairments also increases with

advancing age, particularly visual impairments, blindness and hearing

deficiencies. Many aged persons suffer from more than one chronic

condition—one-fifth had two and almost one-third had three or more

CHART 2. CHRONIC CONDITIONS AND LIMITATION OF ACTIVITY

Persons Under 65 Persons 65 and Over

SOURCE : Public Health Service, U.S. National Health Survey, July 1959-June I960
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such conditions. Although the percentage of cases that had never

been seen by a physician was negligible or small in most diagnostic

categories, a substantial portion of those with chronic conditions were

reported as not under care at the time of the interview (Table 6).

Table 6.

—

Selected Chronic Conditions: Rates per 1,000 persons 65 and over and
percent medically attended, July 1957-June 1959

[Noninstituttonal population of the United States]

Medically attended Never
Selected conditions Rate oer Medically

1,000 attended
persons Under Not under

care care

Percent

Arthritis and rheumatism 266 42.7 38.3 19.0
Hearing impairments - 172 14.1 44.2 41.7
Heart conditions 149 83.1 15.6 1.3
High blood pressure 129 75.8 22.9 1.4
Visual Impairments _ 103 40.8 61.9 7.3
Hernia 55 42 4 42.9 14.6
Asthma-hay fever 54 45.8 32.8 21.4

40 92.2 7.6 (>)

Paralysis of major extremities and/or trunk. 22 63.4 43.6 (')

22 75.2 23.9 (')

Chronic bronchitis 19 39.4 51.3 9.4

1 Less than 0.05 percent.

8ource: Public Health Service, U.S. National Health Survey, Older Persons, Selected Health Character-

Utict, United States, July 1957-June 1959 (Publication No. 684-C4), September 1960.

Acute conditions and injuries among the aged

In addition to their many chronic conditions, aged persons have

substantial problems with acute illness. Approximately 134 acute

conditions for every 100 aged persons were reported in the 12 month
period ending June 1959. Roughly three-fifths of the acute condi-

tions involved the respiratory system and one-fifth a result of injuries.

About 1 out of 4 older persons is injured annually, with about two-

thirds injured in accidents occurring in the home. About 85 percent

of the bed-disability days resulting from injuries were associated with

fractures, dislocations, sprains, strains, contusions, and superficial

injuries.3

Summary

The data on health conditions of the aged from the National Health

Survey indicate clearly the extent to which aged persons are more
prone to illness and disability than younger persons. These data

are based on household interviews and exclude persons in nursing

homes, homes for the aged and long-stay hospitals as well as persons

'Public Health Service, U.S. National Health Survey, Older Persons, Selected
Health Characteristics, United States, July 1957-June 1599 (Publication No.
584-C4), September 1960.
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whose illness resulted in death during the survey year. The health

situation of older persons, therefore, is actually more unfavorable than

these data indicate.

Another factor in the possible underestimation of the severity of

chronic conditions of the aged may well be the inaccuracy or under-

reporting resulting from self-evaluation in the household interview.

Methodological studies by the National Health Survey have shown
that chronic conditions as diagnosed by the physician do not neces-

sarily match the conditions as reported by the respondent in the house-

hold interview.4 Other studies have also shown that some types of

chronic conditions are actually under-reported in the household

interview.5

* Public Health Service, U.S. National Health Survey, Health Interview Re-
sponses Compared With Medical Records (Publication No. 584-D5), June 1961.

6
Trussell, R. E., and Elinson, J., "Chronic Illness in a Rural Area," from

Chronic Illness in the United States, Vol. Ill, 1959.
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CHAPTER 3. USE OF HEALTH SERVICES BY THE AGED

Precise measures of the needs of the aged for medical care are not

available. However, the fact that the aged are more prone to illness

and disability has been well documented. Evidence of their special

needs is the higher rate of utilization of health services as compared

with that of younger persons. They use a greater volume of physi-

cians' services. They are admitted to hospitals more frequently and

stay longer. They are heavy users of nursing homes and other long-

stay institutions. They receive considerably more care at home, part

of which is provided by nurses. They need and use more drugs. How-
ever, they do use less dental services than younger persons.

Physicians' services

Aged persons interviewed in household surveys averaged 6.8 physi-

cian visits per year—2 more visits than persons of younger ages—and
would have been more had those who died in the survey year been in-

cluded. One of the limiting factors in persons of any age getting all

the care they need is the ability to pay. Persons with lower family

incomes visit doctors less frequently than those with higher incomes,

notwithstanding the fact that the former group has a higher rate of

disability and a higher prevalence of chronic illness. (Table 7).

Persons with limitation of activity due to chronic conditions con-

sult physicians more frequently than those reporting no such condi-

tion. The more severe the limitation, of course the higher the

frequency of visits (Table 8)

.

Table 7.

—

Physician Visits: 1 Number per person per year by age and family
income, July 1957 to June 1959

[Noninstitutional population of the United States]

Family income
Age

65 and over Under 65

Total 2 6.8 4.8

Under $2.000 6. 5 4.0
$2,000 to $3.999... 6.6 4.4
$4,000 to $6,999 6.9 5.0
$7,000 and over &7 6.6

1 Includes consultation by telephone or in person, at the office, hospital clinic or home visit but does not
include services to hospital inpatients.

' Includes a small number not reporting income.

Source: Public Health Service, U.S. National nealth Survey, Volume of Physician Visits, United Stales,

July 1957-June 1969 (Publication 584-B19), August 1960.
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Table 8.

—

Physician Visits: Number per person per year for persona 65 and over
by chronic condition status, July 1957 to June 1959

[Noninstltutlonal population of the United States]

Chronic condition status Number
of visits

Total 6.8

2.2

5.3
8.5
14.3

One or more conditions:

Source: Public Health Service, U.S. National Health Survey, Older Persons, Selected Characteristics,
United States, July 1967-June 1969 (Publication No. 584-C4), September 1960.

Other studies of aged persons and their utilization of medical serv-

ices are in accord with the findings of the National Health Survey
that aged persons use a great volume of physicians' services. One
sample survey of a cross-section of aged persons conducted in 1957

by the National Opinion Research Center found that persons 65 and
over averaged 7.6 annual out-of-hospital contacts with doctors. 6

Since the aged enter hospitals oftener and stay longer than the rest

of the population, presumably they also have a higher rate of use of

physicians' services in the hospital. Recent data from the National

Health Survey show that aged persons are more apt than younger

persons to be hospitalized for conditions not requiring surgery—about

two out of five aged persons discharged from general hospitals had

surgery, as compared with three out of five younger persons. The
length of stay for aged persons undergoing surgery is longer than for

those aged discharged without surgery, while for younger persons it

is just the opposite—shorter stay for those undergoing surgery than

for those in for other reasons. 7

Utilization of general hospitals

The use of hospitals varies by sex, income, and insurance status.

The relationship of these factors to hospital utilization can be deter-

mined from information that is available from the results of some
of the hospital utilization surveys. Measures of utilization of hos-

pitals, used by the various surveys, include hospital admissions or

discharges, length of stay, days of care, and the number of persons

hospitalized. The number of persons hospitalized, if measured by

either admissions or discharges, is overstated since some persons

enter the hospital more than once in a year. This, despite the fact

* Health Information Foundation, "Use of Health Services by the Aged,"
Progress in Health Services,, April 1959.

7 Public Health Service, U.S. National Health Survey, Hospital Discharges and,

Length of Stay: Short-Stay Hospitals, 1958-60 (Publication No. 584--B32).
(In press.)
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that these surveys generally omit from their count persons in the hos-

pital on the survey date and those who have died during the year.

Results of the National Health Survey for the 2-year period ending

June 1960 show that hospital stays of persons 65 and over discharged

alive averaged approximately 15 days, and that there were almost 15

discharges per 100 hospitalized. (Chart 3) For younger persons,

the average stay was about half as long as that of older persons and

there were only 11 discharges per 100 persons. For every 100 aged

persons (whether or not hospitalized) the survey shows a total of

218 days of hospital care—more than 2% times the average for younger

persons. (Table 9)

Table 9.

—

Hospital Utilization: 1 Annual rates in short-stay hospitals by age,

July 1958 to June 1960

[Nonlnstitutlonal population of the United StatesI

Discharges Average Hospital days
Age per 100 length of stay per 100

persons persons

65 and over, total 14.6 14.9 217.6
Under 65, total.. 11.2 7.6 85.0

75 and over 15.4 15.8 243.5
65 to 74 14.1 14.4 204.1
55 to 64 12.2 12.2 148.7
45 to 54 11.1 11.5 128.0
Under 45 9.0 6.3 70.1

1 Living at time of interview.

Source: Public Health Service, U.S. National Health Survey, Hospital Discharges and Length of Stay:
Short-Stay Hospitals, 1968-60 (Publication No. 584-B32). (In press.)

The national survey of old-age and survivors insurance beneficiaries

aged 65 and over conducted in late 1957 found that an average of 11.1

out of every 100 beneficiaries 8 used 236 days of general hospital care.

The average number of days per year per person hospitalized was

21.2 as compared to the 15 days per stay shown by the National

Health Survey. The difference is accounted for in part from the

fact that the National Health Survey includes aged persons in the

labor force, who are less likely than the retired to be hospitalized,

and in part from the fact that it is restricted to the noninstitutional

population, whereas the beneficiary survey includes time spent in a

general hospital by persons who were otherwise in an institution.

Averages do tend to obscure the actual length of time that persons

aged 65 and over are in hospitals. For example, 19 percent of the

hospitalized stayed from 15 to 30 days per year, and an additional 9

percent stayed more than 31 days, for the two-year period ending

June 1960. (Table 10.)

8 Includes aged beneficiaries and their spouses aged 65 and over.
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CHART 3. UTILIZATION RATES IN SHORT-TERM GENERAL HOSPITALS*

Annual Patient

Days per 100

Persons

218

Average Length

of Stay

(Days)

Annual Discharges

per 100

Persons

14.9 14.6

11.2

Under
65

65 and
Over

Unde
65

65 and
Over

Under
65

65 and
Over

•Based on household Interviews of persons living at the time of Interview.

SOURCE: Public Health Service, U.S. National Health Survey, 1958-60

Table 10.

—

Hospital Discharges: Percent distribution of patients discharged
annually from short-stay hospitals by age and length of stay, July 1958 to

June 1960

(Nonlnstitutional population of the United States]

Length of stay
Age

65 and over Under 65

Total 10O.O 100.0

1 day 4.1
22.6
44.1
19.4
8.7
1.1

11.8
49.9
28.9
6.6
2.6
0.2

15 to 30 days

Source: Public Health Service, U.S. National Health Survey, Hospital Discharges and Length of Slav:
Short-Stay Hospitals, 1968-60 (Publication No. 684-B32). (In press.)

The beneficiary survey of 1957 reported 21.2 days of care per hos-

pitalized beneficiary, with beneficiaries (and their spouses aged 65

and over) distributed as follows by days in hospital, regardless of the

number of hospital episodes within the year

:
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Days spent in hospital
Percent

Hospitalized

Total 100.0

1-30 days 81.9
31-00 days 12.4
61-90 days 3.2
91 days and over 2.

5

Factors affecting time spent in general hospitals

Various household surveys have shown that aged men are usually

admitted more frequently and stay longer in hospitals than aged

women. The National Health Survey reported that aged men are

discharged at the rate of 16.5 per 100 persons a year; the discharge

rate for women 65 and over is 13.0 per 100 persons. Aged men
remain in hospitals an average of 15.9 days or approximately 2 days

longer than aged women.

Data from the National Health Survey, based on live discharges,

show no discernible relationship between discharge rates and income.

However, there is an association between length of stay and in-

come—the lower the family income, the longer the hospital stay.

(Table 11) It cannot be assumed, however, that aged persons in the

lower income groups (under $4,000) are currently getting all the

hospital care they need since a greater portion of them have chronic

and disabling illnesses (Table 5).

Table 11.

—

Hospital Utilization: Annval rates in short-stay hospitals by age and
family income, July 1958 to June 1960

[Noninstitutional population of the United States]

Discharges per 100 persons Average length of stay

Family income
65 and over Under 65 65 and over Under 65

Total ' 14.6 11.2 14.9 7.6

Under $2.000 14.3 10.5 15.7 9.6
$2,000 to $3.999 14.8 11.7 15.0 7.4
$4,000 to $6,999 13.2 11.2 13.6 7.1
$7,000 and over 16.9 10.6 14.6 6.9

1 Includes a small number not reporting income.

Source: Public Health Service, U.S. National Health Survey, Hospital Discharges and Length of Stay:
Short-Stay Hospitals, 1958-GO (Publication No. 584-B32). (In press.)

Various studies have shown that persons having insurance pro-

tecting them against the costs of hospitalization are more likely to

enter a hospital than those with no insurance protection. The 1957

OASI beneficiary survey found 14 per 100 aged insured beneficiaries

(and their spouses aged 65 and over) had been in a hospital during

the year as against 9 per 100 uninsured. However, because the length

of stay was often longer for the uninsured patient (17 days for in-
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sured; 26 days for noninsured), the total days of care received in the

year was almost as much for the uninsured person as among the in-

sured. These data suggest that persons without insurance may tend

to postpone entering a hospital until the need is critical and that they

then require longer care for recovery.

There is further evidence from the National Health Survey of the

association between health insurance and recourse to hospital care.

The interim data showed that elderly persons with insurance were

hospitalized each year at a rate over 1% times that for the uninsured.

At age 75 and over, the differences in the proportions hospitalized of

the insured and uninsured are even greater, as shown below:

Age

Percent nf persons 65 and
over hospitalized

Insured Not Insured

65 and over, total _ 13.7
12.9
16.3

8.2
8.7
7.6

65 to 74...
75 and over

Utilization in last year of life

The National Health Survey data on hospital utilization exclude

the 12-month period prior to the household interview of the persons

who died in that period. Since the mortality rate of the 65 and over

age group is high, household surveys considerably understate the hos-

pital utilization of aged persons.

On the basis of a survey in the Middle Atlantic States, it is esti-

mated that the inclusion of hospitalization received by decedents dur-

ing the survey year results in increases of one-fourth to one-third in

the total volume of hospitalization reported for persons 65 and over.

Since the death rate for persons under 65 is substantially lower, the

adjustment in hospital utilization for decedents in this age group is

estimated to be considerably less than for older persons.9 On this basis

it may be estimated that aged persons are now receiving about 270-

285 days of hospital care per 100 persons per year, as contrasted with

about 90 days for persons under 65. In similar fashion, the number

'Data from the U.S. National Health Survey (Hospitalization in the Last
Year of Life, Public Health Service Publication No. 584-D3, June 1961) suggest
that at the time of the study in 1957, including the experience of persons dying
during the survey year would increase by about 40 percent the earlier estimates
of days of hospital care used by aged persons, and by about 10 percent the utiliza-

tion rate for persons under 65, derived solely from the experience of survivors.

However, current National Health Survey statistics for hospital utilization of
the population alive at time of interview are already higher than heretofore
as a consequence of improved collection procedures. Thus the rates obtained
from the current National Health Survey data need be increased by a smaller
amount to allow for days used by decedents, namely by no more than a fourth
to a third in the case of the aged and only about one-sixteenth in the case of
the younger population.
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of aged persons likely to enter a hospital over the period of a year is

estimated at 1 in 6—taking account of the experience of those who will

die during the course of the year as well as those who survive, and

allowing for those who go to the hospital more than once. As would

be expected this 1 in 6 represents a somewhat higher incidence of hos-

pitalization than the number of hospital discharges per 100 persons

computed solely on the basis of the experience of aged persons alive

at the end of a 12-month period (table 9).

The 1957 survey of OASI beneficiaries also gives some indication

of the heavy volume of hospitalization which may characterize a per-

son's last illness. Data for a small number of persons who died leav-

ing a spouse drawing a retired worker's benefit (nonmarried bene-

ficiaries dying during the survey year were not included) show that

three times as many had one or both members hospitalized during the

year as among those where both partners survived the year.

Nursing homes and other long-stay institutions

In addition to their high rate of utilization of general hospitals,

aged persons are the primary users of nursing homes and chronic dis-

ease hospitals. A substantial portion of the patients in mental hos-

pitals and tuberculosis sanatoriums are also elderly.

There are very little current data on the characteristics of the pa-

tients in these long-term care facilities. A 1953-54 survey of nursing

homes in 13 States found the average age of patients was 80 years.

One-fifth of the patients were bedfast; more than one-half were

disoriented at least part of the time; one-third were incontinent; two-

fifths of the patients had a cardiovascular condition which represented

the main medical reason for their need for care in the nursing home.

Public assistance financed, entirely or in part, the cost of care of one-

half of all the patients in these nursing homes.10

A 1958 study of 530 residents of five Jewish homes for the aged

which provide nursing-home type care found that half of the persons

in the homes were 80 years of age or over and widows constituted the

largest group.11 A 1957 study of nursing home facilities in Michigan
found that the average age was 76 years and that 63 percent of all pa-

tients in these facilities were 75 years of age or over.12 A 1953-54

Public Health Service Survey of chronic disease hospitals in five

States found that the patients' average age was 70 years, or 10 years

younger than nursing home patients.13

"Public Health Service, Nursing Homes, Their Patients and Their Care
(Public Health Monograph No. 46), 1957.

11 Goldniann, Franz, "Residents of Homes for the Aged: Their Health Condi-
tions and Needs," 1959.

12 Winter, Kenton E., Michigan Nursing Facilities and Their Patients: A source
book of State and County Data, 1960.
"Public Health Service, Nursing Homes, Their Patients and Their Care (Pub-

lic Health Monograph No. 46), 1957.
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Aged persons in mental and tuberculosis hospitals also represent a

substantial portion of the total patients. The National Institute of

Mental Health reports that one in every three beds in public mental

hospitals is occupied by a person 65 or older and that one-fourth of

the patients admitted for the first time to such hospitals are aged 65

and over. Of this group, more than half (55 percent) were 75 or

over. 14 The Public Health Service estimates that 20 percent of all

patients in tuberculosis hospitals are aged 65 and over.

The 1957 survey of OASI beneficiaries found that there was one

beneficiary aged 65 and over receiving care in a long-stay institution

for every five beneficiaries (and their spouses aged 65 and over) in a

general hospital. However, the aggregate number of days was close

to two days in a long-stay institution for every one day in a general

hospital. (Table 12.)

Table 12.— Utilization of Long-Stay Institvtions: Annual rales for aged OASI
beneficiaries by type of institution, 1957

Type of institution

Per 1,000 beneficiaries 1

Average
length of

stay in daysNumber In

institutions
Aggregate

days

Total 23.

1

4.482 194

13.2
3.5
3.2
3.2

2,759
972
626
225

209
277
164
70

Mental institutions
Tuberculosis sanatoriums
0:ner - -

i Includes aged beneficiaries and their spouses aged 65 and over.

Source: "Aged Beneficiaries of Old-Age and Survivors Insurance: Highlights on Health Insurance and
Hospital Utilization, TJ57 Survey," Social Security Bulletin, December 1958.

Another source of current data on the utilization of long-term care

facilities by elderly persons is the volume of patient care as reported

by the American Hospital Association for long-term hospitals and

estimates based on Hill-Burton State Plan data for nursing home
beds, which report 326,000 beds in nursing homes as of January 1,

1961. 15 Assuming that 85 to 95 percent of the nursing home beds were

occupied by aged persons and assuming further an 80 to 85 percent

occupancy rate, it may be estimated that nursing homes are annually

providing between 480 and 580 days of care per 100 persons aged 65

and over. The nursing homes listed in the State Plans are those

classified by the States as providing skilled care. In practice, there

may be variations among the States so that the number reported may
actually include some homes which are providing mainly custodial

care.

" Elias S. Cohen, Mental Illness Among Older Americans, prepared for the
U.S. Senate, Special Commitee on Aging (Committee Print, 87th Cong., 1st sess.),

Sept. 8, 1961.
"Division of Hospital and Medical Facilities, Public Health Service, Hospital

and Medical Facilities in the United States as of January J, 19GI.
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The American Hospital Association reports an average daily census

of 618,057 16 in civilian long-term hospitals. Assuming, on the basis

of various studies, that aged persons constitute one-third of the

patients in mental hospitals, one-fifth of those in tuberculosis hospitals

and approximately half in the remaining long-term hospitals, it esti-

mated that these facilities are annually providing 450 clays of care per

100 aged persons. Thus, it estimated that all long-term institutions

are annually providing between 930 and 1,030 clays of care per 100 aged

persons—a considerably greater volume of care than that given to

aged in short-term general hospitals.

Nursing services

Specific data are not available on the volume of special nursing

care in the hospital or home received by aged persons in comparison

with those of younger ages. The National Health Survey provides

data on personal care in the home, but excludes all of the nursing

services provided in hospital, nursing homes, and other institutions for

the care of the sick, handicapped or aged persons in the population.

However, on the basis of the data previously cited on the high rate

of utilization of hospitals, nursing homes and other long-stay institu-

tions by older persons, it may be concluded that the per capita amount

of nursing services is much greater for older persons than for those

of younger ages.

Data from the National Health Survey on the volume of personal

care in the home show that the proportion of elderly people under

constant or part-time care at home is far greater than among the rest

of the population. Persons 65 and over are 15 times as apt to receive

personal care at home than younger persons. These include persons

who require constant or part-time help or nursing care for eating,

dressing or toilet activities. As would be expected, the amount of

constant or part-time care given at home increases substantially with

age. Thus, the rate for persons 75 and over is 4 times that of persons

65 to 74 years of age (Table 13).

The National Health Survey data also show that care is provided

by a nurse in 12 percent of the cases of persons receiving constant care

at home and in 4 percent of the cases receiving part-time care. The
available data do not show whether the situation varies markedly by

age, but suggest that the aged receive far more nursing care at home
than do younger people.

Further evidence of the volume of care at home required by aged
persons is afforded by the 1957 survey of aged persons conducted by
the National Opinion Research Center. This survey reported 74 per

"Hospitals (American Hospital Association), Guide Issue, August 1, 1961.
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Table 13.

—

Persons Receiving Care at Home: Rates per 1,000 population by age
and type of care, July 1958 to June 1959

[Noninstitutional population of the United States]

Age
Rates per 1,000 population

Total Constant Part time

85 and over, total 44.3 24.8 19.5

Under 05, total 3.0 1.8 1.2

75 and over - ... 87. 7 52.7 35.0
65 to 74 _ 21.9

9.6
4.0
2.0

10.4
5.9
2.2
1.2

11.5
3.7
1.8
0.8

55 to 04 —
45 to 54

Under 45 .

Source: Public Health Service, U.S. National Health Survey, Persons Receiving Care at Home, United
States, July 1968-June 1959 (Publication No. 5S4-B28), October 1961.

1,000 aged persons had personal care at home with 80 percent provided

by a relative.17

Drugs

Many elderly people having chronic illnesses are constantly in need

of one or more drugs. The volume of drugs used by the aged may be

measured by expenditures for this purpose. Average annual expendi-

tures of aged persons for medicines (prescribed and unprescribed)

are well over twice those of the entire population (Table 14).

Table 14.

—

Drug Expenditures: Amount by private individuals, by age, 12-month
period, 1957-58

Age Amount

Total $19

0to5 - 14
9

13
22
31

42

6 to 17 -

18 to 34
35 to 54 —
65 to 64 —
65 and over _

Source: Health Information Foundation, Family Expenditure Patterns for Personal Services, 195$ and 1968
(Research Series, No. 14), p. 14.

Denial care

Dental care is the one health service of which the aged have less than

the rest of the population. Data from the National Health Survey

show that persons over 65 average 0.8 dental visits per capita per year

compared with 1.5 for the entire population. There are 0.5 visits for

aged persons in families of under $2,000 income compared with 1.1

in families of over $7,000 income, but in each income group the aged

have fewer dental visits than those of younger ages.

" Health Information Foundation, "Use of Health Services by the Aged,"
Progress in Health, April 1959.

32



CHAPTER 4. HEALTH EXPENDITURES

Another measure of the medical needs of the aged is how much it

costs to provide the care they receive. Expenditures by private indi-

viduals indicate the direct impact upon the aged themselves—or on

the relatives and other persons who help assume some of the responsi-

bility for payment. It is possible also to take cognizance of the care

provided at public expense to those who cannot afford to pay. There

then still remain some further costs not accounted for—namely, the

value of services provided by doctors and other individuals at free or

reduced rates as their personal recognition of a special problem.

Older persons not only spend more on medical care than younger

persons, but these expenditures represent a larger share of their

family's money income. The lower income of retired families is only

partially offset by lessened needs of the aged for some items such as

food, clothing, and transportation. Their outlays for medical care,

on the other hand, average higher and would be higher still if they

got all the care they needed and were themselves to pay for all they

received.

Total medical costs

Combined public and private expenditures for medical care for aged

persons in 1960 are estimated at about $5 billion, out of a total of $24.5

billion for medical care for the entire population. Thus approxi-

mately 1 dollar out of every 5 of the Nation's bill for personal medical

care services is currently going for the care of someone age 65 or

older, whereas only 1 person in 11 falls in this age group. Like other

low-income groups the aged receive some of their care at public

expense. Of the public funds expended for civilian patient care

probably close to $1% out of every $5 today goes to pay for an aged

patient.18

The major portion of the aggregate outlay for personal health

services for persons 65 and over represents expenditures by private

individuals. In 1960, 72 percent of the total was spent by aged per-

sons themselves or by relatives or friends on their behalf. More than

"See Appendix O; and Merriam, Ida C, "Social Welfare Expenditures,
1959-60," Social Security Bulletin, November 1961.
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one-fourth of the expenditures were made by public agencies. A
very small share of the total represented care provided by philan-

thropic agencies. The latter proportion would be larger if it included

the value of services provided without charge to the aged by private

physicians. The estimated aggregates for 1960 are as follows

:

Source of funds Total (millions)

Total $5,045

Private persons 3, 615

Public agencies 1, 330

Private philanthropy 100

Leaving aside care provided out of the public purse, average private

expenditures for medical care (counting costs met by insurance as

well as bills paid directly by individuals) are at least twice as much
for a person 65 or more as for one younger—e.g., $177 vs. $86 in 1957—

58, according to the Health Information Foundation. These calcula-

tions take no account of the heavy costs of terminal illness for persons

who were living alone at time of death—an omission of particular

significance for the aged. If allowance is made for the costs in-

curred in their last illness by persons living apart from relatives, as

well as for payments by individuals for medical care of inmates of

nursing homes and other institutions, private medical expenditures

probably would have averaged $187 per person in 1957-58 rather than

the $177 shown in table 15.

Table 15

—

Per Capita Medical Expenditures: Amount by private individuals by
age and type of service, 12-month period, 1957-58

Per person 65 and over Ter person under 65
Type of service

Amount Percent Amount Percent

Total i $177 100 $86 100

Physicians _ 55 31 29 34
Hospitals.. 49 28 19 22
Drugs 42 24 18 21
Dentists 10 6 14 16
Other! 21 12 6 7

1 Excludes expenditure for nursing home care.
2 Special nurses in hospital or at home, optometrists and other health personnel, eyeglasses and other

appliances, ambulance fees, nonhospital diagnostic procedures.

Source: Health Information Foundation, Family Expenditure Patterns for Personal Health Services, 1953
and 1958 (Research Series, No. 14).

Not only is the expenditure for the older person's care greater than

for a younger person but it differs also in the way it is distributed

among the various types of service. In line with the utilization data

presented earlier, the one item for which the older person spends less

on an annual basis is dental care. His higher expenditures for doctor

and hospital care and drugs, however, far outweigh his lower dental

34



costs. It is much more common, too, for older persons to have an

"unusual" year in the sense of above-average expenses.

According to the Health Information Foundation the proportion of

individuals in each age group who experienced "gross expenditures"

of $200 or more for health services in a 12-month period in 1957-58

was as follows

:

Percent

All ages 13

0-17 5

18-54 15

55-64 17

65 and over 22

''Gross expenditures" as used here do not include the costs of free

care. They cannot indicate how many aged persons not reporting as

much as $200 in actual expenditures may have received at least that

amount of care as gift or charity, or did not apply for what they

could not afford.

Medical costs and income

Studies over the years have shown consistently that the amount of

medical care (measured in dollar costs) a family obtains is influenced

by the size of its income, and that the low-income family—though it

spends less than one with high income—nevertheless assigns more of

its current funds for the purpose. Older families, of course, are sub-

ject to the double jeopardy of low income and high medical need.

With the large majority of the aged having little better than $1 in

disposable income per person for every $2 in a younger family of

the same size, it is obvious that their higher medical needs—needs

which becomes increasingly greater with advancing age—can take a

heavy toll of their meager resources, the more so because like other

low-income families they often are without the benefit of health in-

surance to help foot the bill.

Thus moving from gross health expenditures, which include those

financed in any part by insurance, to only those the family pays

directly, a U.S. Department of Agriculture survey in 1955 for farm
families reported on medical expenditures relative to the family's

economic position. The fifth of the farm families headed by an oper-

ator 65 years of age or older had lower total income than the younger
farm families. The older families, however, consistently spent more
per person for their medical care than the younger families. The
expenses incurred during the year—over and above any defrayed by
health insurance—for physicians, dentists, surgeons, hospital care or

medical insurance premiums (items accounting for two-thirds of the

total medical care dollar of a farm-operator family) represented 13
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percent of the net family income for families with a head age 65 or

older, compared with 9 percent for all other families. With two-thirds

of the aged farm families having net cash income less than $2,000, this

level of spending can cut deep into the resources available for the

other things which all families must buy, even when some of their food

and housing is farm-furnished. The average aged farm-family with

net cash for the year of less than $1,000 spent as much as 20 percent

of its income for the medical services listed.18

The Health Information Foundation reported families with income

under $2,000, many of whom are the aged, having out-of-pocket ex-

penses for health services in 1957-58 (including health insurance

premiums) amounting to 13 percent of their total income for the year.

For families at all ages and all income levels the out-of-pocket cost

came to no more than 5y2 percent of aggregate income. Among
families at all income levels with an aged head, one in six used at

least 20 percent of money income for the year for health care, whereas

only one in twenty families with head under 65 used so much income

for this purpose (table 16).

Table 16.

—

Out-of-Pocket Medical Costs: 1 Distribution of families by percent of
incomt spent, 1957-58

[In percent]

Percent of family income '

Family head
65 and over

Family
head

under 65

All families 100 100

No outlay 6
38
20
20
12
4

1

65
27
12
4

1

Under 5 percent - -

5 to 9 percent
10 to 19 percent - —
20 to 49 percent
50 percent or more — - -

Aggregate outlay as percent of aggregate family income - 7 6

1 The family's actual cash outlay during the 12-month survey year for personal health services and the
voluntary prepayment for such services. Includes medical bills as yet unpaid, that were incurred during
the survey year.

• Oross family income (i.e., before deduction for taxes) from business, profession, or farm, from wages and
salaries, and from all other sources such as interest, rents, and pensions. Excluded are income in goods and
services, the value of free rent, and other noncash benefits.

Source: Health Information Foundation, National Opinion Research Center, unpublished data.

A study of hospital and medical expenses of Michigan residents in

1958 found aged families with less than $3,000 income—a group in-

cluding nearly 3 out of 4 of all aged families in the sample—averag-

ing out-of-pocket expenses of $242, about one-seventh of their average

income of $1,700. The families incurred a sizeable amount of expense

in addition, for which a welfare or other agency paid, raising the

gross medical expense to the equivalent of nearly one-fifth of family

"Cowhig, J. D. and Stewart, E. O., "The Older Farm Family and Medical
Costs," Agricultural Information Bulletin (Department of Agriculture) No. 235,
December 1960, pp. 4^5.
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income. By contrast the Michigan families headed by a person under

65 averaged medical costs representing only 5 percent of income for

the medical bills they paid themselves, or 6 percent if costs paid by

others are included.

Hospital costs

The large bills which come without much warning and must be

paid all at once make a hospitalized illness the kind of emergency for

which it is difficult to budget. Other medical costs also tend to be

much larger when there is a period of hospitalization or nursing home
care. For the aged person, who uses about three times as much hos-

pital care a year, on the average, as the younger person, the spectre of

heavy expenses attendant on hospitalization looms particularly large.

Not only are the odds greater that he will enter a hospital, but when

he does he is likely to be faced with a bigger bill than is common
for the younger patient.

The average gross medical expenditure for an aged person in 1957-

58 included $49 for hospital care, 28 cents out of every dollar spent

for medical care. For persons under 65, hospital costs claimed 22

cents out of every dollar spent. The larger share of the older per-

son's outlay going for hospital care is a particular burden because no

more than half the aged have any insurance covering hospital bills,

compared with about 7 out of 10 persons under 65. (These gross

expenditure figures include costs met out of health insurance but not

the costs of care coming out of public funds.)

As a measure of individual need, expenditures averaged over the

total population have their limitations. This is particularly true for

hospital care: The overall average greatly understates the burden of

cost when the need does arise. As opposed to the average private

expenditure for hospital care per person of only $49 for a 12-month

period, aged persons who actually went to a hospital had total costs

of $352—more than twice the bill for patients of all ages combined.

On top of this a hospital admission for an aged person entailed an

additional doctor's fee of $101 for inhospital care or a surgeon's fee

of $160, rather than the average per person payment of $55 for all

physicians' services in the year—in or out of hospital—as shown in

table 15.

Similarly, elderly patients in Michigan general hospitals in 1958

ran up bills averaging about $400—counting all hospital charges

regardless of who footed the bill, an individual or a welfare agency.

For some conditions common to the elderly the costs were much
higher. For example, hospitalization for fractures of the hip, to

which aged persons are prone, resulted in an average bill of about

$700 (table 17). For patients under 65 (other than newborn infants)
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Tablf 17.

—

Hospital Charges for Selected Diagnosis Categories: Average per

patient by age, Michigan hospitals, 1 1958

Age of patient

Diagnostic categories
Under 65 65 to 69 70 and

over

$217 $404 $396

10 most frequent dlarnostlc categories:
398276 339

252 315 460
585 602 505
292 523 342
196 199 329

Disease* o( irenlto-urnlary system 217 607 383
653 556 4U
764 840 671
275 388 284
374 376 334

'All types of hospitals combined: total charges Include those footed by public or private welfare agencies

as well as costs met out of Insurance benefits or paid directly by private individuals.

Pourco Bo»fc Facts on the Health and Economic Status of Older Americans: A staff report to the Special

Committee on Aging. U.S. Senate (Committee Print, 87tli Cong., 1st sess.) June 2. 1961, p. 8.

the average bill was little more than half that of the aged person. The

longer stay of the latter would be expected to result in higher total

costs for the hospital room. In addition his laboratory, drug, and

other ancillary costs are also greater than the younger patient's, as

the figures in table 18 illustrate.

Information on the impact of hospital costs on aged persons is

available also from the 1957 survey of OASI beneficiaries. Although

limited to persons receiving OASI benefits, in several respects the

data are more complete than those of other studies cited. First, they

obtained detail not only on general hospitals, but on episodes in

chronic-care institutions and nursing homes as well. Furthermore,

they make it possible to study the total medical costs—including those

not directly associated with the hospitalization. And finally they

have been analyzed for married couples separately from other aged

beneficiaries, an analysis particularly meaningful in considering

Table 18.

—

Changes for Hospital Services: Average per patient by age, Michigan
hospital", 1958

Selected hospital services
Age of patient

65 and over Under 65

Total hospital bill ' $399 $217

Accommodation charges ._ 228
171

117
100Ancillary services

Lnhoritory 38
69
23
6

35

22
35
12

2
29

Drugs, dressings, supplies, oxygen
X-riy
Ek'G and BMR

1 All types of hospitals combined.

Source: Basic Facts on the Health and Economic Status of Older Americans: A staff Report to the Special
Committee on Aging, U.S. Senate (Committee 1'rint, 87th Cong., 1st sess.), June 2, 1961, p. 8.
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ability to pay. It is the combined resources of husband and wife that

will be tapped in the event either becomes ill.

Among married couples,20 every fifth had one or both spouses in a

hospital sometime during the survey year and just about one in seven

of the nonmarried beneficiaries were in a hospital also. Almost all

the married patients (9G percent) were in a general hospital (includ-

ing short-stay special hospitals), but about 1 out of 5 of the non-

married beneficiaries reported as hospitalized were treated in a

chronic-care institution or nursing home.

Roughly a fourth of the hospitalized beneficiaries could not report

in detail cost of their hospital care, because they did not know how
much had been paid by others, they had not yet received the bill, or

they knew only the combined total for hospital and doctor. As used

here, costs include all incurred expenses regardless of how or by whom
they were paid. About half of those not reporting costs had been

treated in a public hospital where presumably limited ability to pay
was a factor in admission. Of those who did report costs, half

the couples with a general hospital stay incurred hospital charges

of $250 or more, and half the nonmarried had charges of at least $200

(Appendix A, table 11). The average cost however, was much
higher—a total of $430 per couple and $360 per nonmarried bene-

ficiary.

Impact of hospitalization on total medical costs

Although 1 in 6 aged persons enters a hospital during a given year

(counting those who died during the year), all must be prepared for

the eventuality. It has been estimated that 9 out of 10 persons who
reach age 65 will be in a hospital at least once in their remaining life-

time, and as many as 2 out of 3 will be in more than once. No one can

foretell just when his turn will come, but all the evidence indicates

that the year it does will find him experiencing considerably higher

total medical costs than before. Thus, among OASI beneficiary cou-

ples with neither member hospitalized in 1957, median total medical

costs for the year were $150 (excluding those unable to report costs).

For couples having one or both members hospitalized in either a short

or long-stay hospital median total medical costs for the year were

$700—nearly 5 times as high. Corresponding median costs for the

year for nonmarried beneficiaries were $600 for those with a hospital

illness ($500 if only general hospitals are considered) and $80 for

those without.

20 As used here and throughout this report, the survey dnta for married couples
apply to aged beneficiaries and their spouses, whether or not entitled to benefits.

In some instances the spouses were under age 05.
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Of the beneficiaries hospitalized in a general hospital and able to

report all their costs, 1 out of 3 couples and 1 out of 5 nonmarried

beneficiaries incurred at least $1,000 in total medical bills during the

year (Appendix A, table 12). The average total medical bill for the

year for those with a general hospital stay amounted to $960 for the

couples, and $735 for the nonmarried. The hospital care costs alone

represented about 45 percent and 49 percent, respectively, of these

total costs for the year. If medical costs could be computed for all

beneficiaries with a hospital illness, including those who did not pay

their own way, the hospital expense might represent an even larger

share of the year's total medical costs because hospital care is probably

obtained free or at reduced rates more often than out-of-hospital

services.

A beneficiary in a hospital sometime during the year was likely to

, find the hospital costs alone came to more than twice the medical costs

of all kinds for the whole year by a beneficiary with no hospitalized

illness, as the following figures illustrate

:

21

Averare medical eosts

Incurred in 1957

Total Hospital
costs

Counles:
Otip or both in eeneral hosnltal $960

195

735
115

$430
Neither in eeneral hospital

Nonmarried henefietaries:

360

With the general climb in prices of medical care items since 1957,

particularly marked in the case of hospital accommodations, aged

persons having a hospital illness would face costs totaling consider-

ably higher today. For instance, half the beneficiary couples with

either or both members in a hospital at today's prices would be likely

to incur total medical bills for the year of at least $825 rather than

the $700 which represented median incurred costs under similar con-

ditions in 1957. Total medical bills for the year at December 1961

prices would average about $1,160, of which hospital costs alone would

represent 49 percent as opposed to the 45 percent of 4 years earlier.

21 Based on those able to report costs. Hospitalization here implies a stay
in a general hospital—including short-stay special hospitals. A small number
of beneficiaries, mostly nonmarried, who spent no time in a general hospital but
did have a stay in chronic-care institutions are excluded entirely. Adding in

their costs would raise the average total costs for the year for beneficiaries not
in a general hospital from $195 to $205 for the couples and from $115 to $145 for

the nonmarried.
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Limitations of expenditure data as a measure of need

Because of the difficulties of determining the dollar value of care

for which they do not themselves pay, expenditures for medical care

computed solely on the basis of reports by private individuals—as in

the beneficiary survey or the HIF series—cannot measure the full im-

pact of medical need : They leave out the experience of those who can-

not themselves assume financial responsibility for their care because

resources are inadequate or the need too great, as well as some cases

where the individual does not feel it necessary to keep track of costs

met by prepayment. They also give little indication of the share of

the burden assumed by others—the adult children or other relatives,

the community at large, or the paying patients whose charges may be

greater because of others who do not pay their way.

Data for the aged, with their high mortality rates, are affected in

addition by the omission of costs incurred in the last year of life by

persons living apart from relatives at the time of death. The extent

of utilization of hospitals in terminal illness was discussed in Chapter

3. The heavy cost of terminal illness is illustrated by data for a

small group of OASI beneficiaries whose spouse had died during the

1 957 survey year. The total medical expenses for the beneficiary and

deceased spouse were more than twice those for other couples.
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PART II

Individual Resources for Meeting Health Needs

CHAPTER 5. RESOURCES AND BUDGET NEEDS

While persons 65 and over have medical costs at least twice as large

as younger persons, they have, on the average, only about half as much
income. This discrepancy is not offset to any great extent by differ-

ences in needs for other goods and services. To be sure, aged persons

are more likely than the younger persons to own a mortgage-free

home and other assets, but relatively few, particularly among those

with the lowest income, have enough cash savings or assets to finance

a major illness.

Money income

Income and retirement.—Retirement from employment usually

brings a sharp drop in income. For example, in I960 aged men who
did not work at all had only a third as much income as aged men with

full-time jobs all year, and less than half as much as those who had

full-time jobs during part of the year. Looked at in another way,

those who had no earnings had on an average not much more than

half as much as the men who did have earnings as well as other income.

(Table 19)

Although women look to their husbands for some or all of their

support, more than three-fifths of the women past 65 years of age

must depend on themselves or on benefit rights earned by their de-

ceased husbands. In 1960, nearly a fourth of all older women re-

ported no cash income while the remaining ones had a median income

of only $820, in some cases supplementing their husband's income

and in other cases the income was the sole source of their support.

As in the case of men, the large number of women who reported no

earnings from employment had roughly half as much income as the

small number who did have some earnings.

As would be expected, the association of income and extent of

employment reflects itself in the income of families. In 1960, of the

families with head 65 or older, a third reported no earnings and had
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Table 19.

—

Money Income of Men Aged 65 and Over: Annual amount and percent

distribution by work experience and source of income, 1960

[Nonlnstltutlonal population of the United States]

Income recipients

Percent
Characteristic Percentage with Percent with—

distribution Income Median
Income

$1 to $1,499 $4,000 and
or less over

Total 100.0 96.4 $1, 698 45.1 17.2

Work experience: 1

Did not work in 1960 56.8 94.7 1,363 67.2 6.1

Worked during I960—
At part-time jobs:

49 weeks or less 9.8 99.6 1,560 48.3 9.1

50 to 52 weeks 6.7 99.1 1,779 43.9 17.1

At full-time jobs:

49 weeks or less 9.7 99.0 2, 930 20.8 34.1
50 to 52 weeks 16.8 97.6 4,115 18.5 51.0

Source of income: 1

No income 3.6
Nonearned income only 53.1 100.0 1,324 59.7 4.3
Some earnings

—

And other Income 33.4 100.0 2, 482 27.4 29.5
No other income 9.9 100.0 3, 604 26.8 46.0

i The data on income by source and by work experience differ slightly because the former were obtained
in March li)Cl aud the latter in February 1961. Not all reports on Income could be matched with those on
work experience.

Source: Bureau of the Census, Current Population Reports; Consumer Income, Series P-60, No. 37,

"Income of Families and Persons in the United States: 1960," January 17, 1962.

a median income of only $1,920. Only 10 percent of the families

reported all their income from earnings, and they averaged $4,570

for the year (Appendix A, Table 6).

For aged persons living apart from relatives (23 percent of the

aged population), three-fourths reported no earnings and had about

half as much income as those with earnings.

Since most persons 65 and over have no earned income, and public

maintenance programs are limited in what they pay, it is not sur-

prising that most older persons must get along on relatively low

incomes. Counted as individuals, more than half (53 percent of those

not in institutions) had less than $1,000 in 1960 and 3 in every 4 had
less than $2,000. (Appendix A, Table 7.) How "low" this is de-

pends on the need for income and also how it compares in amount
with the income of others in the population.

Income and family situation.—For 2-person families, which repre-

sent nearly three-fourths of all older families, the median income in

1960 was less than half as large when the family head was aged 65 or

over—$2,530—as when he was under age 65—$5,314 (Table 20 and
Appendix A, Table 8).

For persons living alone or lodging with nonrelatives, the economic

disadvantage of the aged is even more marked (Table 21) . This is be-

cause only about one-fourth of the former, as compared with more
than five-sixths of younger persons in a similar situation had any
earnings in 1960.
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Table 20.

—

Money Income of Families: Annual amount and percent distribution

by amount of income, age of family head, and size of family, 1960

[Nonlnstitutional population of the United States]

Income and age of family head
All

families 1

Families containing—

2 persons 3 persons 4 persons 5 or more
persons

Median money income of family:
Head 65 and over $2, 897 $2, 530 $4,122 $6,100 $5, 727
Head under 65 5, 905 5,314 6,930 6,300 6,074

Percent of families with income of—
Under $2,000:

Head 65 and over 31.4 35.7 20.3 17.6 17.9
Head under 65 10.2 16.0 9.0 6.5 8.9

$7,000 and over:
Head 65 and over 16.4 11.5 23.5 41.4 37.9
Head under 65. 37.1 31.1 37.8 41.0 38.8

Percentage distribution by size:

Head 65 and over 100.0 72.9 16.4 6.1 5.6
Head under 65 100.0 26.4 21.6 22.9 20.1

' Mean sizes: 65 and over, 2.5 persons; under 65, 3.9 persons.

Source: Bureau of the Census, Current Population Reports: Consumer Income, Series P-60, No. 37,
"Income of Families and Persons in the United States: 1960," January 17,'.1962.

The very large disparity in income for 2-person families doubtless

reflects the relatively large proportion of older 2-person families in

which neither member worked during 1960. Three-person families,

often including an adult child living at home, are more likely to have

at least one regularly employed member. Their median income was

only about 30 percent less than that of younger families. For even

larger families, which are very few in number, there was no significant

difference in the average income, presumably because many of these

families with an aged head contained several adults, including

younger ones, in the productive ages. Regardless of the size of

family, the proportion with less than $2,000 in 1960 was at least twice

as large when the family head was over 65 as when he was younger

(Chart 4).

Table 21.

—

Money Income of Persons Living Alone or Lodging: Annual amount
and percent distribution by amount of income, age, and sex, 1960

[Nonlnstitutional population of the United States]

Income and age Total Men Women

Median money Income:
65 and over $1,053 $1,313 $960
Under 65 _ $2, 571 $3,371 $2, 152

Percent with income of

—

Under $1,500:

65 and over ... 69.0 69.2 72.9
Under 65 .._ 35.5 28.7 40.9

$4,000 and over:
6.4 9.8 5.0

Under 65 __ 31.4 42.7 22.7
Percent distribution by sex:

65 and over 100.0 27.5 72.5
Under 65 100.0 44.0 66.0

Source: Bureau of the Census, Current Population Reports: Consumer Income, Series P-60, No. 37, "In-
come of Families and Persons in the United States: 1960," January 17, 1962, and related unpublished data.
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In assessing income figures, allowance must be made for the fact

that some types of income, such as realized capital gains and lump-

sum insurance payments, are not included in the income definition

used in the survey. The Bureau of the Census report calls attention

also to the fact that understatements of income in field surveys tend

to be more serious for nonearned than for earned income. It con-

cludes, however, that even after allowance for these factors, available

evidence suggests that a substantial proportion of older nonearner

families still had incomes totaling less than $2,000 in I960.22

Aged persons living in the homes of relatives (who "disappear" in

any analysis of family income) typically have little or no income of

their own. In 19G0 more than half the aged men and four-fifths of

the aged women in this situation had less than $1,000 cash income.

Two-fifths of these older persons were living in the home of married

couples, usually their married children likely to have dependent chil-

dren also. A special analysis for March 1959 shows that of the aged

persons who lived in the home of relatives and who had less than

$1,000 income of their own in 1958, about one-third were members of

families whose total money income was below $3,000. Half were in

families with less than $5,000.

Other financial resources

Older persons are somewhat more likely than younger persons to

have some savings, but in general those with the smallest incomes are

the least likely to have other resources to fall back on. Moreover, most

of the savings of the aged are tied up in their homes or in life insur-

ance, rather than in a form readily convertible to cash.

According to the 1960 Survey of Consumer Finances, almost as many
"spending units" 23 with head 65 and over had less than $200 in liquid

assets, bank accounts or savings bonds, as those who had $2,000 or

more (Table 22). Moreover, their liquid assets position was not

strikingly better than that of spending units with younger heads, at

least than those with heads 35-64. The relative number with no assets

or less than $200 was about the same, at all ages; the number with

$5,000 or more was progressively larger the older the unit. But fewer

than one-fourth had as much as $5,000 even in the case of those 65

and over.

22
U.S. Bureau of the Census, Current Population Reports: Consumer Income,

Series P-60, No. 37, "Income of Families and Persons in the United States : 1900,"
January 17, 1962, p. 11.

23 A spending unit is defined to consist of related persons who pool their incomes.
Married couples and their children under 18 are always considered members of
one spending unit. Other related persons are separate spending units if they
earn more than $15 per week and do not pool their income. Persons 65 and over
living with and dependent on relatives (whose situation is not reflected by these
data) almost certainly have fewer assets than the financially independent spend-
ing units with head aged 65 and over.
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Table 22 —Value of Liquid Assets: Distribution of spending units by size of
holdings and age of head, early 1960

[Noninstitutional population of the United States]

Age of head
Value of liquid assets

65 and over 45 to 64 35 to 44 Under 35

Total - - 100 100 100 100

Do not own .-- _ 30 22 20 26
Own:

$1 to $199 _ 6 11 18
$200 to $999 _ 14 22 26 }

«
$1,000 to $1,999 _ _ 10 13 14

$2,000 to $4.999 18 15 12 }
"

$.1,000 and over 22 17 10 2
Median value:

All spending units.. $1,000 $800 $700 $400
Holders only... $3, 000 $1, 100 $900 $700

Source: University of Michigan, Institute for Social Research, Research Center, 1960 Survey of Comumer
Finances, 1961.

It is noteworthy, also, that, in a special study of low-income fami-

lies, about two-thirds of the older spending units who reported less

than $500 liquid assets, had not had $500 within the previous 5 years. 24

Relatively few of the aged hold any marketable securities (Ap-

pendix A, Table 9), and those who do usually are the ones who
have other liquid assets also. Only one in seven of the aged spending

units reported owning corporate stock in 1960. Three years earlier,

when this question was last studied for the Federal Reserve Board,

only one in nine had corporate stocks or bonds and virtually all of

these stockholders were among the group that had over $2,000 in

other liquid assets. About one in five in 1960 reported some real es-

tate other than their own dwelling, but it appears from other sources

that not infrequently this was a rental unit in their home, which there-

fore could not easily be converted to cash.

Having savings, as might be expected, is related to income. The
1959 Survey of Consumer Finances, conducted for the Federal Reserve

Board, found that among spending units with head 65 and over

:

When income was less than $3,000 (70 percent of the total)

47 percent had less than $200 in liquid assets, and

44 percent had liquid assets of $500 or more
When income was $3,000 to $5,000

21 percent had less than $200 in liquid assets, and

70 percent had liquid assets of $500 or more
Relatively few of the aged, according to the 1960 Survey of Con-

sumer Finances, have more than one type of asset other than equity

in a home. The distribution by number and pattern of their holdings

for spending units with head 65 and over is shown in Table 23.

24 Morgan, James, and David, Martin, "The Aged and Their Economic Posi-
tion—Some Highlights of a Survey Taken Early in 1960," in Retirement Income
of the Aging, Hearings before the Special Committee on Aging, U.S. Senate, (87th
Cong., 1st sess.), 1961, Appendix IV.
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Table 23.

—

Pattern of Asset Holdings: Distribution of spending units by age of

spending unit head and number and type of holding, early 1960

Age of head

Number and typo of holding
65 and
over

45 to 64 35 to 44 Under 35

100 100 100 100

JNone 13 11 13 20

30 25 23 44

15 15 17 37
13 9 5 5

1 other 1 1 1 1

2 only 34 36 39 25

Liquid assets and equity 26
8

29 32 17
2 others 7 7 8

3 only... 19 21 20 8

Liquid assets, equity and stock 7 8 8 2
Liquid assets, equity and other real estate 11 9 7 3
3 others 1 4 5 3

4 or 5.. 4 7 5 3

Source: University of Michigan, Institute for Social Research, Survey Research Center, 1960 Survey of
Consumer Finance*, 1961.

Reports on the value of the various types of assets (as shown in

Appendix A, table 9) make it clear that in amount as well as frequency

of ownership, the home is far more important than any other asset.

Even with the equity in the home included, more than one-third have

total assets of less than $5,000 ;
only two-fifths have $10,000 or more.

In an effort to determine the relative numbers with various combi-

nations of resources to meet medical care costs, data from a Survey

Research Center study were tabulated by income in 1959, by savings

cross-classified by whether or not any type of health insurance was
owned. They show that while some older people have substantial

resources in the bank or in Government bonds, the great majority

do not (Appendix A, table 10). About 70 percent of the couples

with head aged 65 or over and 85 percent of the other persons 65

years or over had less than $5,000 in savings. Almost three-fifths

of these couples and almost three-fourths of the other aged persons

with less than $5,000 savings had no health insurance.

This, as other studies, shows that the lower their income the less

likely are the aged to have either substantial savings or any health

insurance. Indeed, of these in the lowest income group (under

$2,000 for couples, under $1,000 for others, including more than one-

third of the couples and more than half the other aged) almost 90

percent had less than $5,000 savings with nearly four-fifths of them
having no health insurance at all.

Life insurance is a fairly common form of saving, although less so

among the aged than among younger families. The policies of the

aged have a relatively low face value, and some of them have no cash
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surrender value. The proceeds are therefore more likely to be used

for burial costs or some of the bills outstanding after a terminal ill-

ness, than to meet costs of current medical care.

Among OASI beneficiaries studied in the fall of 1957, 71 percent

of the married couples and half of the other aged beneficiaries carried

some life insurance. The median face value was $1,850 for the policies

carried by couples and less than half as much for nonmarried bene-

ficiaries. More than two-thirds of all the beneficiaries either held

policies with a face value of less than $1,000 per person, or had no

insurance at all.

Home otonership

Equity in a home is the most common "saving" of the aged and
represents the major portion of their net worth. Like other forms of

saving, the advantage of home ownership is more common among
those with higher incomes.

In early 1960, almost two-thirds of the nonfarm families headed

by a person 65 and over owned their homes, with more than four-fifths

of the homes clear of mortgage debt.

Among OASI beneficiaries studied in 1957, about two out of three

of those married and one out of three of the nonmarried, owned a

nonfarm home. Most of these homes were mortgage free, but the

equity was relatively modest : The median amount was about $8,000

for couples and widows and about $6,000 for single retired workers.

Nearly eight out of 10 of the beneficiary couples with income of $5,000

or more, but fewer than two out of three with less than $1,200, owned
their homes.

While home ownership, particularly mortgage-free, can mean lower

out-of-pocket costs, still it does not mean living without significant

housing costs. Data from the 1957 beneficiary survey indicate that

urban couples keeping house alone in a paid-up home averaged only

about 30 percent less for taxes, upkeep and utilities than the average

outlay for rent and utilities by couples renting their living quarters.

Noncash income

Many aged persons have noncash resources which enable them to

enjoy better living than their money resources alone could make pos-

sible. Such "nonmoney" income, however, does not necessarily re-

lease an equivalent number of dollars for purchasing goods and

services, such as health care.

According to the 1957 survey of OASI beneficiaries, four out of

5 couples and three out of five nonmarried beneficiaries had some non-
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cash income of one or more of the following types : An owned home or

rent-free housing, food home-grown or obtained without cost, or

medical care for which the beneficiary did not pay.25 Others received

some support from the children or relatives with whom they lived.

A fourth of all beneficiary couples and almost a tenth of all other

aged beneficiaries raised some food. Such food makes for a better

and more interesting diet, but the net saving in family food expendi-

tures is likely to be considerably less than dollar for dollar.

Evaluation of these noncash resources requires so many arbitrary

decisions that it is rather seldom attempted. Survey Research Center

staff members, however, did estimate for their analysis of income

distribution and factors affecting low-income families, not only the

imputed rental income earned on the net equity in owner-occupied

homes, and the value of free medical care, but even the value of food

and housing contributed by relatives in the same household and the

money saved by growing food and doing home repairs. They report

that adding such nonmoney components of income increases the in-

come averages for couples and other persons aged 65 and over by
only $300 or $400. It reduces the proportion with less than $2,000 in

1959 from 46 percent to 35 percent for units consisting of aged

couples or nonmarried males ; from 89 percent to 79 percent for aged

women.26

Measures of need

Questions are raised from time to time as to the relative income

needs of aged persons and of younger families. It is suggested that

the actual incomes received by aged persons are not as low as they

appear to be relative to those of younger persons, in view of the lesser

budgetary needs of the aged.

Budget needs of retired and younger worker families.—Family
budgets, designed to provide a measure of the amount of money re-

quired to support a given level of living, have usually been developed

for a specific type of family. Comparisons between budgets have to

take into account not only differences in family size and composition

but also differences in concept and in implied standards of adequacy.

Shared items of expense, such as housing, have a different impact on

a This assumes that home ownership yields noncash income in the long run,
although about one-fifth of the homeowners reported current housing expenses
for the survey year that exceeded the estimated rental value of the home.
Roughly every third homeowner reported noncash income from another source,
usually food, because homeowners are more likely than renters to have garden
space.

28 Morgan, James, and David, Martin, "The Aged and Their Economic Posi-
tion—Some Highlights of a Survey Taken Early in 19G0," in Retirement Income
of the Aging, Hearings Before the Special Committee on Aging, U.S. Senate
(87th Cong., 1st sess.), 1961, Appendix IV. Fuller description of procedures
will be provided in a book entitled Income and Welfare in United States, to be
published during 1962 by McGraw-Hill Book Co.
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the total budget of a large family than on that of a single person or

a couple.

The budget for a City Worker's Family of four persons and the

budget for a Retired Couple, released by the Bureau of Labor Sta-

tistics in 1960, use the same methodology ; both represent a "modest

but adequate" level of living.27 Since the City Worker's Family

Budget applies to a family of 4 persons, the budget amounts cannot

be compared directly with those for an elderly couple. Nor would

it be entirely fair to place both budgets on a per capita basis. In

order to compare the two budgets, an adult-equivalent relationship

was used
;
specifically the amounts in the elderly couple's budget were

divided by 2, those in the 4-person family budget by Sy2 ,
treating the

13-year old boy as an adult, the 8-year old girl as half an adult. The
relationship between the per-adult cost for elderly couples and for a

young worker's family is shown in table 24 for six cities in different

regions of the country.

Table 24.

—

Budget Costs: Relative costs for retired persons and members of city

worker's family by category, 1959

Relative costs '

Item Los St. Wash-
Atlanta Boston Chicago Angeles Louis ington,

D.C.

Estimated total cost 84 92 90 87 87 87

Cost of goods and services 98 108 105 102 103 103

Food and beverages 89 90 89 90 90 90
Housing 119 145 135 129 130 131

Rent, heat, utilities 118 145 135 128 131 131

House furnishings 86 89 89 87 87 86
Household operation and com-
munications 181 210 200 219 189 195

Clothing 68 68 69 68 68 68
156 172 176 151 160 156
58 61 60 68 61 59

Other goods and services - 102 108 106 106 105 107

1 Ratio of per capita cost of retired elderly couple's budget to per adult equivalent cost of city worker's
family budget, in which the boy is treated as an adult; the girl 8 as half an adult.

J Includes life insurance, oceupationnl expenses, and personal taxes for the worker's family. The budget
for a retired couple makes no allowance for life Insurance nor Federal Income taxes.

Source: "The Interim City Worker's Family Budget," Monthly Labor Review, August 1960, and "The
BLS Interim Budget for a Retired Couple," Monthly Labor Review, November 1960.

With some variations from one city to another the amounts of money
required for medical care of aged persons in reasonably good health

were 50 to 75 percent higher than the comparable (per adult-equiva-

lent) amounts for younger families. Housing costs were also signifi-

cantly higher for the older persons, as might be expected with the

smaller size household. Food costs were somewhat lower, the costs of

clothing and transportation substantially lower. The cost of all the

21 A detailed description of these budgets may be found in "The Interim City
Worker's Family Budget," Monthly Labor Review, August 1960; "The BLS
Interim Budget for a Retired Couple," Monthly Labor Review, November 1960;
and Orshansky, Mollie, "Budget for an Elderly Couple : Interim Revision by the
Bureau of Labor Statistics," Social Security Bulletin, December 1960.
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goods and services budgeted for an aged person was very close to or

slightly above the per adult-equivalent cost of all goods and services

for the members of a younger family. However, when account is

taken of the personal taxes, life insurance, and occupational expenses

that would be paid by the younger families, the total costs incurred by

an aged person are between 84 and 92 percent of the per adult-equiva-

lent cost for a member of a young worker's family.

While the BLS budgets relate to families and elderly couples living

in large cities or their suburbs, there is no reason to think that the

relationship between the costs for older and for younger families

would be markedly different in small cities or in rural areas.

By contrast, as previously noted, 2-person families have only half

as much income on the average when the head of the family is 65

and over (including any still working) as when the head is younger.

And almost three-fourths of all older families consist of only a hus-

band and wife or the head and one relative.

Although older persons are somewhat more likely than younger

persons to have some savings, as already mentioned, those with the

smallest incomes are the least likely to have other resources, and most

of their savings are tied up in their homes or in life insurance, not

readily convertible to cash. Moreover, when a younger family goes

into debt to purchase a home or durable goods, or to pay for medical

care, it does so in the expectation of being able to pay off the debt

from future earnings. When a retired aged person draws on his

savings to pay for medical care, he does so without hope of recovering

his former position.

Tax provisions favoring the aged

Federal tax provisions recognize the special problems encountered

by older persons. It is apparent, however, that as with savings, home
ownership and similar resources of the aged, the more favorable their

income situation, the greater the advantage.

Federal tax savings.—The Treasury Department estimates that dur-

ing the 1961-62 fiscal year, persons aged 65 and over will have a total

tax savings of $742 million as a result of three special tax provisions of

the Federal income tax. Of the total tax benefit, the double exemp-
tion for persons aged 65 and over accounts for $482 million in tax sav-

ings, the retirement income credit accounts for $120 million in tax

savings, and the special medical expense deduction, over and above

the deduction available to all age groups, accounts for $140 million.

State and local tax provisions.—No overall appraisal is available

of the extent to which State and local taxes affect the aged. Of the

35 States that levy personal income taxes, 17 allow additional deduc-

tions for the aged. Some have favored treatment for older home own-
ers in respect to real estate taxes.
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CHAPTER 6. PRIVATE HEALTH INSURANCE

Availability of health insurance to the aged

The extent and quality of health insurance coverage of the aged is

influenced by many factors : on the one hand, by their ability to pay

full cost premiums which are likely to be high because of their

morbidity rates ; and on the other hand, the opportunities they have

either to carry over into retirement the insurance they had while em-

ployed or to purchase insurance after reaching age 65.

Group coverage before retirement.—To the extent that the aged are

gainfully employed, they have much the same opportunities as other

active workers to obtain health insurance on a group basis. But only

a small proportion have full-time employment and many of these are

apparently in jobs for which health insurance is not available on a

group basis through their work. The 1958 HIF-NORC study found

that 93 percent of the uninsured individuals 65 and over in the labor

force reported health insurance coverage was not offered through their

work.

While in the early years of the Blue Cross movement, many plans

would not enroll persons who were 65 years or older, these restrictions

have been discarded except for some of the smaller plans. The prac-

tices of Blue Shield plans are virtually the same as Blue Cross.

Neither has age restrictions on continuation of enrollment of elderly

persons already in a group.

Some of the insurance companies formerly imposed age restrictions

on employees for group coverage but these carriers now generally

accept older employees in the work group enrollment unless the em-

ployer insists, due to cost factors, on age restrictions.

Few, if any, of the so-called independent plans have age restrictions

on initial or continued enrollment of elderly persons under group

enrollment.

Group coverage after retirement.—During the last 5 or 10 years,

many employers and jointly managed union-management welfare

funds have developed various types of plans to include retired em-
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ployees under their group health insurance program.28 Benefits may
be the same as for active employees or they may be curtailed in

various respects. The cost sharing arrangements as between the em-

ployer and employee may be the same as for active employees or

different.

The extent to which health insurance is made available to retired

employees depends not so much on the carriers as on whether the em-

ployer, union, or welfare fund will pay the added costs involved in

coverage of the high-risk retired. Many Blue Cross and independent

plans will also extend coverage to such groups of retired employees.

Where the plans experience rate—and most Blue Cross-Blue Shield

Plans now do—there is no problem for them in covering retired em-

ployees. Where the plan does not experience rate, acceptance of

retired persons makes for problems for the carrier since the group in

question is then apt to have higher than average utilization and costs.

No comprehensive data are available as to the extent to which health

insurance has been made available to retired employees. However,

the Bureau of Labor Statistics did make a study 29 of the provisions

of 300 collectively bargained health and insurance plans in 1959

each with more than 1,000 workers. It showed that provisions for

continuing hospital care insurance after retirement have been steadily

increasing under collectively bargained plans, averaging about 1 to

2 percentage points a year from 1955 to 1959. Of the surveyed em-

ployees about 42 percent were in firms that provided hospital pro-

tection both before and after retirement. Major negotiations, since

1959, in the steel, aluminum and meatpacking industries for extend-

ing hospital insurance after retirement have brought this coverage

figure up to an estimated 53 percent.

There are a number of important limitations on extension of hos-

pital care protection to retired workers through employee-benefit

plans even through the large, collectively bargained plans. First,

even when such benefits are incorporated in a plan, they may refer

only to future pensioners, not to those already retired.30 Second, in

28 Usually there is a requirement that the employee must have worked for the

company or in the ease of a multi-employer welfare fund, in the industry, for a

designated period, say, five years preceding retirement.
23 Bureau of Labor Statistics: Health and Insurance Plans Under Collective

Bargaining: Hospital Benefits, Early 1959 (Bulletin No. 1274), 1960; Health
Insurance Plans Under Collective Bargaining: Surgical and Medical Benefits,

Late Summer 1959 (Bulletin No. 12S0), 1960; and Health and Insurance Plans

Under Collective Bargaining: Major Medical Expense Benefits, Fall 1960

(Bulletin No. 1293), 1961.
80 A 1960 BLS study shows that 69 percent of the plans that continued hospital

benefits after retirement, covering 87 percent of the employees in such plans, pro-

vided hospital benefits to both prior and future pensioners ; the remaining plans

covered future pensioners only.
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most instances, to continue receiving hospital expense protection work-

ers must have had at least 5 to 15 years of service or of participation in

a hospital expense plan. Third, because of the relatively high costs

involved in providing elderly persons with hospital care protection,

many plans extending such protection reduce the benefit provisions

after retirement in a variety of ways—such as placing monetary or

time limits on benefits.. This particular limitation was true of 41

percent of the plans with hospital benefits for retired workers, cover-

ing 27 percent of the employees. Fourth, many plans require workers

after retirement to bear a larger share of the costs. According to

the BLS study, 3 out of 4 employees in plans where preretirement

hospital benefits were jointly financed had to pay the entire cost after

retirement.

The plans studied by the Bureau of Labor Statistics are more or

less typical of those in unionized industries and among large employers

and refer to less than 10 percent of all wage and salary workers.

They undoubtedly do not reflect the situation in smaller or nonunion-

ized firms, which generally offer less in the way of health and welfare

benefits. It seems clear that fewer than half of today's workers can

count on the extension of present health benefits into retirement years.

Policy conversion.—-The Blue Cross and Blue Shield plans, without

exception, have always followed the policy of permitting members,

irrespective of age, who leave their groups to continue membership

on an individual basis. The benefits offered under these group con-

version contracts are generally reduced and the cost is higher because

of adverse selection among these electing to convert and the higher

administrative expense of non-group business.

Insurance companies formerly did not offer to persons leaving a

group the right of conversion to an individual policy. However, to-

day many companies writing group health insurance offer conversion

privileges, i.e., will offer it if the employer or welfare fund wants

this feature and is willing to pay any increased cost involved. Some
of the independent plans serving the general public follow similar

policies, i.e., permit subscribers leaving employed groups to convert to

an individual contract ; some do not.

Thus, to a very large extent, older persons retiring from employment

have an opportunity to convert to an individual policy any health

insurance which they had held as an employee. In general, however,

the benefits are considerably reduced and the cost substantially in-

creased on conversion, in large measure because the employer no longer

shares in the cost.
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Initial nongroup enrollment.—The situation is less favorable with

regard to purchase of health insurance on an individual basis by older

persons not in the labor force. There are a number of problems apart

from cost. Some aged persons cannot buy insurance because of age-

limits on nongroup enrollment or because they are poor risks due to

pre-existing conditions. Some can obtain policies only if they accept

a waiver of coverage for pre-existing conditions. Some find it im-

possible to renew individual policies or may have their policies can-

celled. In all these respects, however, the situation has improved in

recent years.

Restrictions because of age.—Almost all of the Blue Cross and Blue

Shield plans now have non-group enrollment provisions. As of Janu-

ary 1962, all but 2 of the 79 U.S. Blue Cross plans had nongroup

enrollment, but only 18 had no age limits for individual enrollment.

Thirty-one plans among the 79 also offered "senior" certificates, i.e.,

without age limit, but these commonly restrict benefits and/or cost

more as compared with nongroup contracts offered to younger per-

sons. Nearly one-fourth of the plans did not accept initial nongroup

enrollment from persons over 65 (table 25) . All but 2 of the 68 U.S.

Blue Shield plans had nongroup enrollment, 16 with no age limits,

and 27 offering "senior" certificates. Although data on membership
are not available by age limits, the situation seems somewhat more
favorable than appears from a count of plans because the larger plans

tend to have fewer age restrictions.

Table 25.

—

Blue Cross and Blue Shield Plans: Age limits on initial non-group
enrollment, end of 1961

Age limits Blue Cross
plans

Blue Shield
plans

Total 79 68

"Senior" certificates offered 31
18
2
1

15
10

27
16
1

No age limit
70 years
66 years

17

4
1

2

60 years
56 years
No nongroup enrollment . 2

Source. Blue Cross Guide, January 1, 1962, and Blue Shield Manual, late December 1961.

Although some of the 730 insurance companies which write in-

dividual (nongroup) policies do not sell insurance to individuals past

60 or 65, the majority now accept applications from persons up to 70

or even 75, and some have no age limits. All such insurance is writ-

ten at rates which vary with age and sex, however. Rates for those

persons 65 to 70 years are 50 to 100 percent higher than for persons of,

say 30 years, and mount sharply for those beyond 70. Moreover,

policies available to persons 65 and over generally have more limited

benefits than those offered to younger persons.
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Restrictions because of ill health.—The great majority of the Blue

Cross and Blue Shield plans which enroll aged persons on a nongroup
basis require a health statement from the person applying for cover-

age. An applicant with a health history which indicates that he may
be a poor risk is apt to be rejected or the policy written with a waiver

of coverage for specified conditions. Many of the plans exclude cov-

erage for pre-existing conditions for a year or two, or even for life.

Nearly all insurance companies require a health history statement

of the prospective individual enrollee with rejection likely if his state-

ment indicates he is a poor insurance risk. In some cases policies sold

contain a waiver of benefit for one or more specific conditions.

Renewal guarantees.—The assurance that a policy is non-cancellable

and guaranteed renewable is always important to policyholders, but

especially for those 65 years and older.

Most Blue Cross and Blue Shield plans follow a policy of never

cancelling or refusing to renew a member's certificate because of his

age or conditions of health. Exceptions are very rare.

The great majority of insurance companies, on the other hand, have
reserved the right to refuse to renew an individual hospital, surgical

or medical insurance policy on its anniversary date. Despite steady

public complaint over the years, most individual health insurance

policies are renewable only at the option of the company and com-

panies do not hesitate to refuse to renew a policy on an insured person

who has become a poor risk.

These practices are less common than they were, however. Some 30

to 40 commercial companies now issue policies which are guaranteed

non-cancellable and renewable for life. If the company wishes to

raise the rate on an individual policy of this character, it can do so

only if it raises the rate on all policies of the same class. An esti-

mated 500,000 of the 21/2 million aged persons covered by insurance

companies have individual policies which are guaranteed renewable.31

New York State prohibits cancellation or refusal to renew an

individual policy, unless similar action is taken with respect to all

policies of the same class. North Carolina has enacted similar legis-

lation and some other States have considered or are considering such

legislation.

Promotion of sales to the aged.—Availability of individual policies

without age restrictions does not mean that the Blue Cross-Blue

Shield Plans or the commercial companies make an effort to sell such

insurance. Indeed, some contracts may be available to aged persons

only during a limited period, such as two weeks or a month, each year.

A number of insurance companies have experimented with mass

sales to older persons of policies which are guaranteed non-cancellable

" U.S. House of Representatives, Health Services for the Aged Under the Social
Security Insurance System, Hearings Before the Committee on Ways and Means
on H.R. 1,222 (87th Cong., 1st sess.) 1961, Vol. 2, p. 853.
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and renewable. The policies are made available, without a health

history inspection, to all aged persons in a city or some larger area

for a limited period following extensive advertising. One company
has a contract with the American Association of Retired Persons for

specified health insurance benefits for all members who desire to take

such insurance. Over 400,000 aged persons are reported to be covered

under these contracts.

The State of Connecticut passed legislation authorizing cooperative

action among insurance companies which offer health insurance

"against major financial losses" to aged persons. An organization

known as Associated Connecticut Health Insurance Companies has

been formed, underwritten by some 30 companies. The organization

offers a number of major medical and basic benefit policies to all aged

persons in the State, such policies being available during limited en-

rollment periods. During the first enrollment period—the month of

September 1961—21,850 persons enrolled. Some of them may already

have other coverage. Losses or gains are shared among the companies

on a prearranged basis.

Low benefit ratio on individual insurance.—Individual insurance,

which is all that is available to many aged persons, is a relatively poor

buy as compared to group insurance. In 1960 benefits amounted to

only 53 percent of premiums, on the average, in the case of individual

health insurance policies sold by commercial companies.32 This com-

pared with 90 cents in benefits per premium dollar for group enrollees

with insurance companies and 92 cents for Blue Cross-Blue Shield

plans (the latter including some individuals but mainly group cover-

age). The operating expenses of individual health insurance are nec-

essarily high because of high initial sellings costs and subsequent

premium collection costs.

Paid-up-at-retirement policies.—There has been considerable dis-

cussion of paid-up-at-retirement policies. Such a policy guarantees

that a specified set of health insurance benefits will be available to the

policyholder during the remainder of his life. The benefits are on a

cash indemnity basis (a specified number of dollars for up to a speci-

fied number of days of care, plus an allowance for hospital extras) . It

would be very difficult for an insurance company to estimate the future

cost of a service benefit (guaranteeing up to a specified number of days

of care regardless of rising hospital costs). This is a new approach

and little of this type of coverage has been sold. If the policy is not

purchased until the date of retirement, the initial costs are high ($700

to $1,300 per individual). Similarly, even if purchased prior to

retirement, the annual payments required for persons already ap-

proaching retirement would be substantial.

82 Reed, Louis S., "Private Medical Care Expenditures and Voluntary Health
Insurance, 1948-60", Social Security Bulletin, December 1961.
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If the costs were spread over the full working life of the individual,

the annual payments would be small, and might be coupled with

current health insurance premium payments throughout his working

life. There is a practical barrier, however, since most workers obtain

their health insurance through their place of employment. Few per-

sons spend their entire working lives with one employer, so continuous

coverage under a single insurance carrier would be difficult to main-

tain. Aside from the uncertainty as to whether they will still be with

the same employer when they retire, there are other factors that could

make workers reluctant to participate in purchasing this form of in-

surance. They may anticipate that their existing health insurance

coverage will continue after retirement or they may fear that a speci-

fied set of cash indemnity health benefits may prove inadequate if the

trend of rising medical costs continues.

The extent of health insurance protection for the aged

It is estimated that about 8.7 million persons aged 65 and over had

some protection against hospital costs as of July 1, 1961, and about

7.9 million against surgical costs. This assumes the same ratio of

duplication (i.e., coverage under more than one policy) among Blue

Cross-Blue Shield plans, insurance company policies and independent

plans as assumed by the Health Insurance Council for the population

of all ages.

The Blue Cross plans reported in July 1961 that they had 4,250,000

persons enrolled who were aged 65 and over and the Blue Shield plans

had 3,250,000 aged members.33 Virtually all of the Blue Shield mem-
bers are included among those who have Blue Cross coverage. On
the basis of a recent survey in which 90 companies that write two-

thirds of the health insurance business participated, the Health Insur-

ance Association of America estimates that some 4% million aged

persons have hospital coverage through insurance companies. This is

after allowance for duplication of persons with both group and indi-

vidual policies sold by insurance companies. 34 Assuming that the pro-

33 Colman, J. Douglas, and Stubbs, Donald, M.D., Statements in Health Services
for the Aged Under the Social Security Insurance System, Hearings Before the
Committee on Ways and Means on H.R. J/222, U.S. House of Representatives
(87th Cong., 1st Sess.), 1961, Vol. 3, pp. 1692 and 1718.

34 The Association supplied the following unpublished summary of the re-

sponses by the 90 companies as of July 1, 1961, in thousands

:

Type of coverage Total Group Individual
or family

Hospital 3, 615
3, 186
1,099

730

1, 715
1,711
952
595

1,900
1,475

147
135

Surgical ... .

Regular medical _

Major medical _..
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portion of members who are aged 65 and over is the same as for all

other types of health insurance coverage, there would have been nearly

370,000 aged persons in independent plans with hospital protection

and about 430,000 with medical-surgical service coverage.

These figures are based in considerable degree on estimates and may
be somewhat wide of the mark. The estimated net numbers with hos-

pital and surgical care protection are equivalent to 51 and 42 percent,

respectively, of the total aged population as of July 1, 1961, com-

pared to 73 and 68 percent for the population of all ages.

Probably more reliable data on the extent of health insurance among
the aged come from a survey conducted by the National Health Survey

in July-December 1959.35 They found that of all aged persons not

in institutions, 46 percent had some type of hospital insurance, 37 per-

cent had surgical insurance and 10 percent had insurance covering

doctors' visits in the home, office, and hospital. Among the general

population, by contrast, 67 percent had hospital, 62 percent surgical,

and 19 percent medical insurance. Some part of the difference be-

tween the National Health Survey figures and the estimates set forth

above may be due to growth in coverage of the aged between July-De-

cember 1959 and the middle of 1961 ; a part may also be due to under-

estimation by the Health Insurance Council of the extent of dupli-

cating coverage.

As might be surmised, persons 65 to 74 are more likely to have in-

surance protection than those 75 and over. The data from the Na-

tional Health Survey on the percent with insurance follows:

Age group Hospital Surgical

65 to 74 53
32

44
24

Of the aged who had hospitalization insurance, the survey

found:

43 percent were covered by Blue Cross

;

7 percent by a "Blue Plan" and other type of plan

;

49 percent by some other plan, i.e., an insurance company or

independent, and

1 percent did not know the type of insurer

A survey by the Health Insurance Institute in 1957 found that

among persons 65 and over who had health insurance, approximately

twice as many had "individual" as had "group" insurance.36

"Public Health Service, U.S. National Health Survey, Interim Report on
Health Insurance, United States, July-December 1959 (Publication No. 584-B26),
December 1960.
M Health Insurance Institute, A Profile of the Health Insurance Public, 1959,

p. 9.
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The proportion of the aged having health insurance was greater in

urban than in rural areas and higher in the Northeast and North

Central areas than in the South and West.

The extent of health insurance coverage is much lower among the

aged with low incomes than among those of middle or high income.

Thus, as with the general population, they are least able to meet sick-

ness costs out of pocket. (See Table 26).

Table 26.

—

Insurance Coverage of Aged Persons: Percent of aged persons with
hospital insurance by income, July to December 1969

[Noninstitutional population of the United States]

Family Income Percent

Total.- 46.1

Under $2,000 33.3
63.2
69.6
69.4

$2,000 to $3,999 _

$4,000 to $6,999...
$7,000 and over

Source: Public Health Service, U.S. National Health Survey, Interim Report on Health Insurance,
United States, July- December 1959 (Publication No. 584-B26), December 1960.

The proportion of the aged with some type of health insurance has

been increasing. Thus, two surveys conducted by the Census Bureau
found 26 percent of persons 65 and over had some type of health in-

surance in March 1952 and 37 percent in September 1956.37 Another

pair of surveys found an increase from 31 percent in mid 1953 to 43

percent in mid 1958,38 compared to the 46 percent found by the National

Health Survey in the second half of 1959.

Figures showing the percent of the aged who have some health in-

surance must be understood for what they are. The scope and ade-

quacy of coverage varies widely. An aged person who has hospital

insurance paying $5 a day for 30 days against the room cost and $50

against the cost of the specific services ranks on the same footing as

one who has insurance that will pay all of his bill in semi-private ac-

commodations for 180 days or more.

Among all cases of aged persons discharged from short-stay hos-

pitals during a survey, July 1958-June 1960, some portion of the bill

was paid by insurance in 51 percent of the cases. Three-fourths or

more of the hospital bill was paid in 30 percent of the cases.39 Among
persons under 65, insurance met some part of the hospital bill in 70

percent of all discharged cases, and three-fourths or more of the bill

in 54 percent of the cases.

81 Division of Program Research, Social Security Administration : Health In-
surance Coverage by Age and Sex, by Agnes W. Brewster (Research and Sta-
tistics Note No. 13), 1958; and Health Insurance in the Population 65 and Over,
by Agnes W. Brewster (Research and Statistics Note No. 17), 1958.

** Health Information Foundation, "Voluntary Health Insurance : 1953 and
1958," Progress in Health Services, May 1959.

28 Public Health Service, U.S. National Health Survey, Proportion of Hospital
Bill Paid by Insurance, Patients Discharged From Short-Stay Hospitals, United
States, July 1958-June 1960 (Publication No. 584-B30), November 1961.
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Reasons why aged persons do not have insurance

There are various reasons why those of the aged who do not have

health insurance are without it. Inability to afford it, unavailability

of insurance, unawareness of any need for it, indifference, neglect—all

play a part. Some indication of the relative role of these and other

factors is given by various surveys.

A study conducted by the National Opinion Research Center for the

Health Information Foundation found that in 1957 about half the

aged persons without health insurance would have liked to be covered,

just over one-quarter had not thought about it, and just under a quar-

ter didn't want it.
40 Among those who wanted coverage, 68 percent

couldn't afford it and 32 percent had been refused insurance, or had
insurance formerly but it had been cancelled.

About one-sixth (16 percent) of the aged surveyed in this HIF-
NORC study had formerly been covered by health insurance but were

not covered at the time of the survey. Among the reasons given for

not continuing health insurance were: Could no longer afford it (31

percent) ; retired or gave up working (26 percent) ; dissatisfied with

policy's coverage (24 percent). Other reasons were that "company
discontinued plan"; "did not feel need"; "job change without policy's

carrying over."

A similar picture emerges from the responses of OASI beneficiaries

to the question as to why they do not have health insurance. Accord-

ing to a survey of beneficiaries in 1957, 68 percent of the aged bene-

ficiaries who did not have hospitalization insurance had never had
such insurance. Thirty percent had been insured at one time, but the

policy was dropped before the survey year. For 2 percent the insur-

ance status before the survey year was unknown. The reasons given

by those without insurance for not having it are given in Table 27.

Cost and benefits under current policies and recent proposals for the

aged

Some indication of the extent to which aged persons may find health

insurance to be beyond their economic reach is given by consideration

of charges for health insurance in comparison with income of aged

persons.

One insurance company widely advertises a "senior citizen" health

insurance policy which provides up to $10 a day for hospital room and
board charges for up to 31 days per hospital confinement, up to $100

toward the cost of the special hospital services (operating room, X-ray,

drugs, etc.) and reimbursement of costs of surgery in accordance with

"Health Information Foundation, "Voluntary Health Insurance Among the
Aged," Progress in Health Services, January 1959.
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Table 27.

—

Reasons for No Hospitalization Insurance: Percent of aged 0AS1
beneficiaries who did not have insurance, 1957

Reason

Aged beneficiaries never insured

Could not afford It..

Never thought about it

Not interested
Refused by insurance company
Other reasons

Insured at one time, policy dropped

Could not afford it

Group policy could not be converted at retirement
Not interested
Cancelled by insurance company or terminated at deaths of husband
Other reasons

Percent

41
30
18
9
2

100

39
29
14

13

5

Source: Bureau of Old-Age and Survivors Insurance, Social Security Administration, 1957 National Sur-
vey of Old-Age and Survivors Insurance Beneficiaries.

a schedule that pays a maximum of $200 for the most expensive opera-

tion. (The policy has a six months' waiting period for pre-existing

conditions but no other limitations because of physical condition.)

The premium charged is $6.50 a month—$78 a year.

The average daily room and board cost in general non-Federal

hospitals in 1961 was approximately $16 ; total costs including special

services such as operating room, X-ray, etc., averaged $32 a day. A
benefit of $10 a day and up to $100 for extra services would cover a

varying proportion of hospital costs, but in few cases would it provide

full coverage.

The American Association of Retired Persons offers to its members
a hospital and out-of-hospital major medical plan. This is under a
contract written with an insurance company. The hospital contract

provides $10 a day against room and board costs for up to 31 days
per hospital confinement, 50 percent of the cost of the hospital extras

up to a maximum payment per confinement of $125, 50 percent of

outpatient hospital charges for care in an accident, and reimbursement

of surgical costs in accordance with a schedule with maximum pay-

ment of $200. The cost is $6 a month.

The out-of-hospital major medical contract pays 80 percent of

eligible expenses above a deductible of $100 in any calendar year,

and up to a maximum of $2,500 in any year. Eligible expenses

include prescribed drugs, doctor visits in the office and home and hos-

pital consultation, nursing home care up to $10 a day and up to a

maximum of $500, diagnostic X-ray and laboratory services and spe-

cial nursing in the patient's home up to $10 per shift. The cost is

$7.50 a month.

For both these contracts an aged person would pay $13.50 a month

or $162 a year, and would not receive any benefits under the second

contract until he has paid $100 out-of-pocket.
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Still another illustration may be given. The American Hospital

Association and the Blue Cross Association have outlined a Blue Cross

contract of hospital and related benefits which they say should be

made available to all aged persons. The contract would provide com-

plete hospital care for 70 days in accommodations of three or more
beds, emergency outpatient care within 72 hours of an accident, up to

210 days care in a skilled nursing home upon discharge from a hospital

or in lieu of hospital care, and up to 70 visiting nurse visits per year.

They estimate the cost of such a contract at about $12 per aged person

per month.

The American Medical Association and the Blue Shield plans have

outlined a Blue Shield contract which they hope to make available to

all aged persons. This contract would pay the cost of surgery, the

cost of non-surgical physician care in a hospital (up to 30 to 70 visits

a year) and X-ray and laboratory services in a physician's office.

Physicians would accept a specified fee schedule as full payment of

their charge for a single person with annual income under $2,500 and

a couple with annual income of $4,000. The estimated costs of such

a contract is $3 a month.

For both contracts the annual cost would be $180 a year for a single

person, $360 for a couple. Clearly, policies that cost these amounts
are beyond the reach of a substantial portion of elderly persons. The
AHA and Blue Cross have recognized this and have proposed that the

Government help pay the cost of the premium for aged persons who
meet an income test.

41

a See recommendations from January, 1962 meetings of Blue Cross Association
and American Hospital Association in Hospitals, February 1, 1962.
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CHAPTER 7. METHODS OF PAYING FOR MEDICAL
CARE

Many older persons, as has been demonstrated, have large medical

bills, more so than younger persons. For most young families the

uneven and unpredictable impact of heavy medical costs is likely to

be offset at least in part by private health insurance. Relatively fewer

retired aged persons, particularly those in poor health and in the older

age groups where the burden of medical costs is greatest, have such

protection. Older persons too, lack the possibility often open to those

younger of accommodating to a medical emergency through increas-

ing family earnings.

For medical care expenditures, more than for other items of family

living, there is wide variation not only from family to family but for

any given family from year to year. An unanticipated medical emer-

gency can change expenditures from a comfortably manageable level

to a new peak of crisis.

How then, do the aged manage when ill? A number are able to

manage on their own, especially if they have insurance against some

costs. Some seek help from others—-relatives if there are any, and

public assistance if relatives cannot help. Some get free care under

other public programs or through private charity. Some borrow

money. And there are probably some, albeit an unknown number,

who do not get care they need.

Using own resources

A 1957 study for the Health Information Foundation (HIF) on

resources to pay for health services among those aged 65 and over

reported as follows:

"In early 1957 the older population could be divided into three groups : Those
who had resources from which they could meet a medical bill as large as $500

;

those who had no ready resources for meeting such a bill ; and a small amorphous
middle group whose position cannot be clearly ascertained * * *. No categori-

cal statement can be made to summarize how older people said they would meet
a large medical bill. Some felt they could pay a medical bill as large as $500
from a combination of current income and savings. This group included roughly
six of every ten couples, five of every ten unmarried older men, and four of

every ten unmarried older women. On the other hand, some older persons would
have to mortgage property, borrow on life insurance, ask help from their chil-

dren, turn to public assistance or charitable aid, or say in despair, 'No one
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would charge me that * * * I just couldn't pay it.' This group included about
three of every ten couples, four of every ten unmarried older men, and five of

every ten unmarried older women." °

The HIF study asked people how they thought they would handle

a large bill. The OASI survey in the same year obtained fairly com-

prehensive data on the means by which aged persons actually met their

medical emergencies. More than two-fifths of the couples and

roughly three-fifths of the nonmarried beneficiaries studied who spent

some time in a general (or short-stay special) hospital in 1957 did not

meet all the year's medical costs out of their own income, assets and

health insurance. Almost all beneficiaries hospitalized paid some of

their medical bills from their own income and savings, but those with

very long stays were least able to stretch their resources to cover all

costs. For example, 78 percent of the nonmarried beneficiaries in a

general hospital longer than 60 days did not assume responsibility

for all their own medical costs for the year, compared with 55 percent

of those hospitalized for shorter periods.43

Medical debts were incurred—or increased—by 21 percent of the

couples and 12 percent of the nonmarried beneficiaries with a hospital

episode during the year. (For all the beneficiaries, whether or not

hospitalized, the proportions were much smaller—7 percent and 3

percent, respectively.) And this does not count the cases where a

doctor, for example, reduced his fees because he knew that the patient

could not pay. Moreover, a considerable number of the beneficiaries

who had more unpaid medical bills at the end that at the beginning of

the year got help from outside as well.

Help from others

Fifteen percent of the couples and 29 percent of the nonmarried

beneficiaries who had a hospital episode relied for at least part of their

medical care on public assistance agencies, hospitals, or other public

and private health and welfare agencies. Less than half as many of

<he nonhospitalized beneficiaries had to turn to welfare agencies.

The number receiving help from relatives in one form or another

was at least as large. When beneficiaries were asked how they met
their medical bills, 15 percent of the couples and 26 percent of the

nonmarried with one or more hospital episodes reported that relatives

helped pay for them. (Less than half as many of the other bene-

ficiaries had to turn to relatives.) Some additional beneficiaries with

hospital bills in effect received as much or more help with their medi-

" Health Information Foundation, Meeting Medical Care Costs Among the

Aging (Research Series, No. 17), 1960, p. 26.
43 Bureau of Old-Age and Survivors Insurance, Social Security Administration,

Impact of Hospitalization Costs on Aged Beneficiaries, by Edna C. Wentworth
(1957 National Survey of Old-Age and Survivors Insurance Beneficiaries, High-
light Report No. 6), 1961, table 4.
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cal costs from relatives who helped support them either by sharing

their home or by paying other regular living expenses.

The longer the period of hospitalization the more frequently rela-

tives contributed to help out with expenses. Most of the relatives who
were contributing to an aged person living in the household were

themselves in the middle or lower end of the income scale.

If the relatives—both in and out of the household—on whom re-

sponsibility fell were typical, many would have children of their own
to take care of. Others, with no children, were themselves already

at or close to the age when their own problems of retirement would

loom large. The aforementioned study by the HIF asked the persons

65 and over to whom they would turn (other than their own husband

or wife) in event of illness. More than 6 in 10 named a son or

daughter or the spouse of a son or daughter. Those designated were

described as follows

:

"Those to whom older people would turn for help in a health crisis were al-

ready involved with many family responsibilities. If these individuals were
sons or daughters of older people they were usually young or middle-aged

adults. Three of every four among them (73 percent) had children of their

own . . . The relatives to whom older people without children would turn for

help were themselves likely to be in the older age groups, and many of these

were over 65 years of age ; also, many were widowed or single."
44

When asked how they would pay a medical bill of $500 or more,

about one-fourth of the aged women who were widowed, divorced or

single, and about one-eighth of the men who were not married, said

they would turn to children or other relatives. Fewer of the married

persons—1 in 13—mentioned relatives as a resource presumably be-

cause those still married tend to be younger and to have more income

and savings than the widowed.45

Medical need and public assistance

The exact number of aged who must seek public assistance because

of medical need cannot be measured with exactitude. Depending on

facilities available for the medically indigent and on local assistance

practices, as well as on personal differences in reaction to a means

test, some come for help at the time of medical need while others come

to seek help in meeting daily living expenses only after using up their

resources to pay their medical bills.

For example, the 1957 BOASI survey found that among all aged

beneficiaries who incurred medical costs during the survey year, about

1 in 14 of the couples and 1 in 8 of the nonmarried were on public

assistance at some time during the same 12-month period.

"Health Information Foundation, Family Relationships of Older People (Re-
search Series, No. 20), pp. 11-13.

46 Health Information Foundation, Meeting Medical Care Costs Among the
Ajing (Research Series, No. 17), table 12.
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An analysis of the reasons for approving old-age assistance grants

in about half the States in January-June 1961 shows that nearly 1 in

3 recipients needed assistance, at least in part, as a result of health

problems in the 6 months preceding. Interestingly enough, aged

persons receiving OASI benefits (numbering just about every other

newly approved assistance recipient) were more likely to require the

aid because of medical needs. Health problems of one sort or another

were the reason for opening the case for two-fifths of the recipients

drawing benefits as against one-fourth of those not on OASDI (See

table 28).

Table 28.

—

Old-Age Assistance: Distribution of cases opened by reasons for opening,
by OASDI status, 25 States, January-June 1961

Reason for opening Total opened
Receiving
OASDI
benefits

Not receiving
OASDI
benefits

All cases 100 100 100

Total involving health problems

Recipient's earnings reduced because of illness, injury, or
impairment

31 39 25

11

7

13

11

9

19

9
7

9

Assets exhausted to meet medical care
Increased need for medical care (with no material change

in income or resources)

Other reasons 69 61 75

Source: Bureau of Family Services, Social Security Administration, Reasons for Opening and Closing
Public Assistance Cases, January-June 1961. (In process.)

Although OASI beneficiaries who receive supplementary old-age

assistance are older, have smaller benefits and less income from other

sources, are in poorer health and experience considerably more hos-

pital illness than other beneficiaries, they are younger, in better health,

and have more resources on the average than the recipients of assist-

ance not on the OASDI rolls.46

New York State, which has one of the better medical care pro-

grams for old-age assistance recipients, reported that 54 percent of

all payments for old-age assistance in 1960 represented expenditures

for medical care. This proportion takes into account not only pay-

ments made directly to the vendors by the assistance agency, but also

the amount included in the cash grant for the recipient himself to

spend on his medical requirements. The average annual medical bill

per recipient was over $700, while payments for living costs averaged

only $600. Much of this medical bill represented payments for care

of the chronically ill in public and private nursing homes, but a fourth

went to pay for hospital stays

:

47

46 Ossman, Sue, "Characteristics of Aged Old-Age and Survivors Insurance
Beneficiaries Who Also Receive Public Assistance," Social Security Bulletin,
October 1959.
" New York State Department of Public Welfare, Analysis of Medical Care

Expenditures by Local Public Welfare Districts for Public Assistance Recipients
in New York State During 1960, by W. Kaufman (Special Research Statistical

Reports, No. 17), September 1961.
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(Millions
of dollars)

Total assistance payments

Medical expenditures

$106. 6

57.8

Nursing home care for chronically ill

Hospital care

All other medical

37.0

14.8

5.9

With New York one of the States now participating actively in the

Medical Assistance to the Aged program, data for 1961 will be some-

what different. Much of the nursing home care previously provided

under old-age assistance is transferred to the new program.

The role of hospital insurance

Were it not for health insurance many more aged persons would have
to turn to relatives or welfare agencies, or both, to meet their pressing

medical needs.

Having the protection of prepayment for some or all hospital costs

is an extension of individual ability to pay for illness when it strikes.

As such it has been shown to have a bearing on the decision to seek

(or accept) admission to a hospital and on the length of stay. It

can affect also the hospital chosen—as between a voluntary or proprie-

tary institution, and one maintained by public funds. The actual

differentials between those with insurance to defray hospital costs

and those without are in some measure obscured by the fact that the

latter as a group tend to be the more disadvantaged in health and
economic status.

Among the aged, perhaps even more than among the working popu-

lation, those most likely to need the benefit of health insurance—the

chronically ill and those with the lowest income— are least likely to

have the advantage of prepayment. Even those who do have insur-

ance often find their protection incomplete, either because many costs

are excluded from coverage or because a protracted illness outlasts the

benefit period.

Length of stay and portion of hill covered.—Data from the National

Health Survey for 1958-60 reveal that for half the short-stay hospital

episodes of aged persons during a year health insurance paid no part

of the bill.

Even when insurance was available to the aged it was less effective

for long than for short stays, defraying three-fourths of the hospital

bill for 47 percent of the stays lasting over a month, compared with

60 percent of those lasting no more than 30 days (table 29) . Although

the average elderly patient in a general hospital who leaves the

hospital alive does so within 15 days, nearly 1 in 10 remains a month
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Table 29.

—

Insurance Coverage of Hospital Costs: Distribution of short-stay

hospital discharges according to proportion of bills paid by insurance, by age and
length of stay, July 1958-June 1960

[Noninstitutional population'of the United States]

Age and length of stay
Total

discharges

Proportion of bill paid by insurance

None of bill

Any part of bill

Less than Vz Vz to X % or more

65 and over..

1 to 5 days
6 to 14 days
15 to 30 days
31 or more days

Under 65

1 to 5 days
6 to 14 days
15 to 30 days
31 or more days

100.0 48.8 9.0 11.9 30.3

100.0
100.0
100.0
100.0

48.9
46.4
49.8
54.7

10.1
8.6
9.2
8.1

11.5
11.9
11.0
15.8

29.4
33.1
30.0
21.4

100.0 30.0 4.9 11.2 53.8

100.0
100.0
100.0
100.0

31.6
25.1
28.2
49.

1

4.6
5.3
5.2
7.2

11.

1

11.7
12.3
8.7

52.7
57.9
54.4
34.7

Source: Public Health Service, U.S. National Health Survey, Proportion of Hospital Bill Paid by In-
surance. Patients Discharged From Short-Stay Hospitals, United Stales, July 1958-June 1960 (Publication
No. 54S-B30), November 1961.

or longer. The longer his hospitalization lasts, the more likely it is

the aged person will have to seek help from others to pay for his care.

The OASI beneficiary survey also provides a measure of the degree

to which insurance met hospital costs of aged patients. About 1 in 5

married beneficiaries and 1 in 4 of the nonmarried with insurance

found it met all of the hospital charges. On the other hand about 5

percent of those with a hospital insurance policy found it did not

cover any of the costs of their care in a nongovernmental general

hospital (table 30).

For all the aged who go to a hospital the actual proportion of hospi-

tal bills paid in some part by insurance is probably smaller than

shown, because terminal illness cases are excluded. Those at the

older ages, most likely to die, are least likely to have any insurance

and thus often leave a heavy legacy of expenses. The small number
of beneficiaries (referred to previously) in the OASI survey whose
spouse died during the survey year reported greater difficulty in

meeting total medical costs for the year than other beneficiaries.

Insurance covered some medical costs in only one-fourth of the cases

where one of the partners had died, and a fourth of the survivor

beneficiaries reported they still had unpaid bills at the end of the

survey year.

Amount of insurance and amount of hospital utilization.—That

ability to pay affects the rate at which people can get needed care was

demonstrated in Chapter 3. Aged persons having insurance against

costs appear to enter a hospital with greater frequency but have a

shorter average stay than those with no insurance protection. The
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Table 30.

—

Insurance Coverage of ffospital Costs of OAST Beneficiaries: Distri-

bution of aged beneficiaries in general hospitals according to proportion of costs

paid by insurance, by marital status and hospital ownership, 1957

Married couples » 3 Nonmarried benefic-
iaries

Proportion of general hospital costs paid by
insurance 1

Total Non-Gov- Total Non-Gov-
ernment ernment

Total hospitalized 100 100 100 100

With no hospital insurance 43 39 48 41
With some hosp. insurance 57 61 52 69

With some hosp. insurance 100 100 100 100

No costs met by insurance 7 6 9 5
7 8 i 3

25 to 49 percent met by insurance 18 20 6 5
60 to 74 percent met by insurance 22 22 29 30
75 to 99 percent met by insurance 20 19 21 23
100 percent met by insurance 19 19 24 27
Unreported amount met by insurance 6 6 6 7

1 Excludes surgeons' and inhospital physicians' lees. In the case of married couples, with both members
hospitalized, represents hospital costs for the couple. (General hospitals include short-stay special hos-
pitals.)

1 Insurance status for married couples refers to the hospitalized person. If both were hospitalized, but
only one insured, the couple is classified in the "with insurance" category and by the proportion of total

general hospital costs for the couple which was met by the insurance.
3 Aged beneficiary and spouse, whether or not entitled to benefits; spouse may be under 65 years of age.

Source: Bureau of Old-Age and Survivors Insurance, Social Security Adniinistration, 1957 National Sur-
vey of Old-Age and Survivors Insurance Beneficiaries.

inhibiting effect of limited resources for payment can be demonstrated

further by the finding that even among those with insurance, differ-

entials exist corresponding to the degree of protection provided:

Those with a higher benefit policy use the hospital more often than

those with a lower benefit policy. A study of subscribers to the

Rhode Island Plan in 1959 showed considerably more hospital use

among the subscribers to the higher cost (benefit) plan—primarily

because of higher admission rates. The average length of stay is

only modestly greater for those with better coverage. Among individ-

ual subscribers aged 65-69 years, there were nearly twice as many
hospital cases per 100 contracts on the $20 a day plan as on the $8 a

day plan. Among the 70-79 year old subscribers, there were about

1% as many admissions per 100 $20-plan contracts as on the $8-plan

contracts.48

In like fashion, the study of hospital use in Michigan in 1958 noted

with respect to ability to pay that "persons with the highest degree of

coverage (70 percent and more of hospital bill paid by coverage) had

almost twice the admission rate of those Avithout insurance after allow-

ing for the effects of [age, sex, family income, family composition, at-

titudes towards early medical care, education, and region where family

head grew up] ." 49

48 Blue Cross Association and American Hospital Association, Financing Health
Care of the Aged, Part I. A Study of the Dimensions of the Problem. 1962.

49
Ibid.
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Insurance and utilization of public hospitals

Public hospitals more commonly than private institutions must be

prepared to provide care at charges geared to ability to pay—includ-

ing care at no charge to those who cannot pay at all. In many local-

ities State, county, and municipal hospitals provide much of the care

for assistance recipients by arrangement with local welfare depart-

ments. Some persons with insurance who need to go to the hospital

will select a Government institution out of preference
;
others, because

they know the current illness will not be covered under terms of their

contract; and some, because they cannot afford the doctor's fees and
other charges attendant upon a stay in a private hospital. But per-

sons with no insurance whatever are much more likely to go to a public

institution than those who have insurance to defray some of the bills.

The National Health Survey found about one out of three hospital

discharges with no part of the bill paid by insurance came from Gov-
ernment hospitals, as compared with 1 in 7 of those for which insurance

did pay part of the bill. These proportions are the same for patients

under 65 as for persons 65 and over. However, because fewer of those

over 65 have any insurance, the Government hospitals accounted for a

somewhat larger share of total general hospital stays of the aged than

of persons under 65 (23 percent vs. 20 percent respectively). The
fact that the aged patient is likely to remain in hospital longer than

the younger patient gives this differential added significance.60

The 1957 OASI beneficiary study also demonstrates the effect of

ability to pay—as measured by health insurance protection—on the

type of hospital used and on completeness of reporting of medical

costs. Among four out of five of the couples with either member
hospitalized and a little better than 7 out of 10 of the nonmarried, the

hospitalization took place in a nongovernment hospital. But, as

table 31 indicates, beneficiaries with no hospital insurance policy were

just about twice as likely to enter a Government hospital for their

care as those who could anticipate insurance defraying some of the

bills. Moreover, although very few of the hospitalized beneficiaries

received their care in a Federal general hospital, almost all who did

came from among the noninsured.

About 1 in 4 were not able to report their medical costs in detail,

often because they had received some care free.51 As one might expect,

having to go to a hospital was a prime factor in the situation. Al-

w Public Health Service, U.S. National Health Survey, Proportion of Hospital
Bill Paid by Insurance, Patients Discharged from Short-Stay Hospitals, United
States, July 1958^Iune 1960 (Publication No. 584-B30), November 1961.

61 Care supplied by a hospital or doctor who tended no bill to anyone or care for
which a public assistance agency paid directly to the hospital or doctor.

Bureau of Old-Age and Survivors Insurance, Social Security Administration,
(Social Security: Aged Beneficiaries and Older Workers Under 0A8DI), Septem-
ber 1960, table 11.
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Table 31.

—

Insurance Status and Hospitalization in Public Institutions: Distri-

bution of aged OASI beneficiaries in general hospitals by hospital ownership and
insurance status, 1967

Hospital ownership •

Married couples 1 Nonmarried
beneficiaries

With no
hospital

insurance >

With
hospital

insurance

»

With no
hospital
insurance

With
hospital
insurance

Total hospitalized 100.0 100.0 100.0 100.

Nongovernment 72.3
30.1

85.2
17.0

61.5
39.2

83.6
16.6

Federal
26. r,

3.5
16.2

.9
31.5
7.7

16.8
.7

Hospital costs reported -

Nongovernment

100.0 100.0 100.0 100.0

84.1
18.6

88.6
14.1

76.4
23.6

83.8
16.2

State, county, and city 18.6 14.1 22.2
1.4

16.2

Hospital costs not reported 1 100.0 100.0 100.0 100.0

60.0
51.7

71.1
28.9

43.1
58.6

81.8
18.2

41.7
10.0

24.4
4.4

43.1
15.5

13.6
4.5

i Aged beneficiary and spouse, whether or not entitled to benefits; spouse may be under 65.

'A few had more than 1 stay in a general hospital involving more than 1 type of ownership. (General
hospital includes shortstay special hospital.)

> For the hospitalized person. If both members were hospitalized but only one had hospital insurance the
couple is classified in the "with insurance" category.

« In many cases, includes some "free" care, i.e., no bills rendered to anyone, or vendor paid directly by
public assistance or other agency.

Source: Bureau of Old-Age and Survivors Insurance, Social Security Administration, 1957 National
Survey of Old-Age and Survivors Insurance Beneficiaries.

though a fifth of all couples and a seventh of all nonmarried benefi-

ciaries had been hospitalized, half of those who could not state their

total medical expenses for the year had been in a hospital. The data

for hospitalized beneficiaries show that those unable to report hospital

costs more often were beneficiaries with no insurance (Appendix A,

table 11). Furthermore among both the insured and the uninsured,

those unable to report costs were more likely to have been treated in

a public hospital than other beneficiaries (table 31)

.
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PART III

Public Programs and Philanthropic Arrangements for Medical Care

CHAPTER 8. MEDICAL CARE UNDER THE OLD-AGE
ASSISTANCE PROGRAM

Public programs are now responsible for more than $1 in every $4

spent for medical care for persons 65 and over. It is estimated that

public expenditures for medical care for the aged amounted to $1.3

billion in 1960 52 and that about two-thirds of these public funds went

for care in hospitals (Table 32).

Table 32.

—

Public Expenditures for Medical Care for the Aged: Estimated amount
by type of program and type of care, 1960

[Millions of dollars]

Type of medical care Total
Public

assistance
Veterans'

Administra-
tion

Other

Medical care, total

Hospital care, total

General

$1, 330 $455 $265 $610

895 100 235 560

470
425

100 165

70
205
355Mental and tuberculosis

Other 435 355 30 50

Source: Division of Program Research, Social Security Administration.

Some medical care programs—notably those under public assistance

and those for veterans' nonservice-connected disabilities—are open

only to the needy. Others—notably those for veterans' service-con-

nected disabilities, or for military personnel and their families—pro-

vide for all in these special population groups without regard to in-

come or ability to pay. Publicly administered general hospitals in

many localities provide care at no charge, or at charges related to in-

come, for persons who cannot afford to pay in full. Traditionally,

nongovernmental hospitals also provide some free medical care to the

needy, but these hospitals are increasingly being paid for their serv-

ices to the needy through public programs and public grants.

52 See Appendix C for sources and methodology of estimates.
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The public assistance programs are the most important single source

of public funds for medical care for aged persons outside of mental

and tuberculosis hospitals. From the beginning of the Federal-

State old-age assistance program in 1935, the cost of medical care

could be included in monthly cash payments to OAA recipients.

However, the fact that the monthly payments for a recipient were

subject to Federal and State maximums very much limited the care

made available in most States.

In 1950 the Social Security Act was amended to permit Federal

matching of payments for medical care made directly to suppliers.

However, these so-called vendor payments had to be within existing

maximums on Federal participation in payments. In 1956, old-age

assistance was again broadened by establishing separate Federal

matching for medical care payments over and above the cash assist-

ance payment. In 1958, the effective ceiling on Federal matching was

increased.

The 1960 (Kerr-Mills) amendments to the Social Security Act pro-

vided two extensions of medical care for the aged under the public

assistance program: (1) increased Federal matching of medical care

payments under old-age assistance, and (2) a new program of medical

assistance for the aged, designed to provide help with medical bills

for the so-called medically indigent. The 1961 amendments included

an additional liberalization of the Federal matching provisions for

vendor medical payments under old-age assistance. Since 1960 the

Federal Government has matched State expenditures in the form

of vendor payments to old-age assistance recipients on a more favor-

able basis than expenditures made for assistance in the form of money
payments.63

Some 2.3 million persons—more than 13 percent of all those 65

years and older—are presently receiving old-age assistance. The pro-

portion varies widely from State to State, however, from 3 percent

" Prior to the 1960 amendments, the Federal Government matched State ex-
penditures for assistance in an amount equal to (a) 80 percent of expenditures
up to an average of $30 per month per recipient, plus (b) 50 to 65 percent

—

depending upon relative State per capita income—of expenditures over an aver-
age of $30 and up to an average of $65 per month per recipient including vendor
medical payments. Under the Kerr-Mills amendments, as further modified by
the 1961 amendments, if the average payment exceeds $66. the Federal Govern-
ment matches from 50 to SO percent—depending on relative State per capita
income—of the amount of vendor medical payments up to an average of $15
a month per recipient, or the amount by which the average payment exceeds $66,
whichever is less. For States with average monthly payments of $66 or less the
Federal share in average vendor medical payments up to $15 a month is an
additional 15 percent over the usual Federal percentage applicable to the
amount of payments falling between $31 and $66. This percentage, when added
to the usual Federal percentage for the second part of the formula for payments,
gives a total Federal share of 65-80 percent. The additional Federal share of
15 percent is also available to States with average monthly payments of more
than $66, when it is advantageous to them as an alternative to the method de-
scribed above.
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in Delaware and New Jersey to 51 percent in Louisiana. In general,

it is high in the rural Southern States and low in the industrial North-

ern States (Appendix A, Table 4). In some States the public assist-

ance agencies assume virtually complete responsibility for providing

all needed medical care to public assistance recipients. In a few States

the public welfare agencies make no provision for medical care of

recipients. Most States fall between these extremes.

To receive Federal aid for its old-age assistance program a State

must submit a State Plan which meets certain requirements laid down
in Federal law. Among the requirements are that the program be

operated or supervised by a single State agency, be effective in all

parts of the State, provide for appeal by persons denied assistance,

etc. Within the terms of Federal aid, the States have considerable

leeway in operating their programs, including determining standards

of eligibility and of need.

Services provided wider Old-Age Assistance

There is considerable variation among the States with respect to

the amount of care and types of health services that are provided

under the OAA programs. In those States which provide medical

care to OAA recipients by means of vendor payments, various limita-

tions are placed on the amount of care provided. When a State pays

for care through money payments, there is usually a maximum which

limits the amount of care which can be paid for. A summary of the

number of States providing services under the OAA programs and

the method of payment for each service provided, i.e., by vendor pay-

ments or through money payments is shown in Table 33. The specific

limitations on the amount of payments and care provided are shown

in detail by State in Appendix B, Table 14.

Table 33.

—

Old-Age Assistance Programs: Summary of number of States providing
major types of medical services by method of payments, October 1, 1961

Number of States

Type of service '

Total Money Vendor
payments 1 payments '

Hospital care 46 3 43
Physicians' services 42 7 35

Office visits 39 7 32
Home calls 42 7 35
Hospital inpatients 26 5 21

29 6 23
Dental care.. 36 10 26

Fillings 32 7 25
Extractions 34 8 26
Dentures and repairs - 33 10 23

Prescribed drugs 40 » 12 »31
Nursing home care 48 >28 »31

• There are substantial limitations among the States on amounts and care provided. See Appendix B,
Table 14 for the detail by State.

1 Includes 3 States using both money and vendor payments.
3 Includes 11 States using both money and vendor payments.

Source: Bureau of Family Services, Social Security Administration.
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In 46 States the assistance agency assumed some responsibility for

the provision of hospital care as of October 1, 1961, the latest date for

which State Plan characteristics have been summarized.54 In 25 of

these States necessary hospital care for all types of cases (except care

in mental or tuberculosis hospitals) is provided for as long as may be

needed. In the remaining States limitations are imposed relating to

type of conditions which may be hospitalized—acute, critical, life-

endangering illnesses or accidents, the number of days covered, and the

maximum payments per day.

Some responsibility for the provision of some physicians' services

under OAA is taken in 42 States. Home calls are provided in all

of these States, but definite limitations are imposed in many States

on the number of calls or visits that will be paid for in a given time

period or case of illness. A few States pay for physicians' services

only in acute conditions and/or life endangering conditions.

Dental services are provided to old-age assistance recipients in 36

States. Some States providing dental services under vendor pay-

ments limit these to emergencies, or when required for care of a medi-

cal condition, or to maximum payments. Most of the States provid-

ing dental care through money payments have grant limitations which

would curtail the amount of dental care that could be paid for in

this way.

Prescribed drugs for old-age assistance recipients are provided in

40 States, with limitations in some States on the maximum allowable

or the type illness for which drugs may be prescribed.

Nursing home care is provided in 48 States, with maximum monthly

limitations in many States ranging from $40 to $200. In 10 States

the maximum grant is $100 or less.

Selection of physician, hospital, dentists, etc.

Analysis of State plans suggests that in most States which provide

for physician service under the OAA program through vendor pay-

ments, recipients have free choice among the doctors in the area who
are willing to serve assistance recipients at the fees paid by the as-

sistance agency. No information is available, however, as to the pro-

portion of physicians in the various States who have agreed to accept

welfare fees and to serve assistance recipients.

Where money is included in the grant to pay for services of physi-

cians or dentists, the assistance recipient makes his own arrangements

and may choose among those physicians or dentists who are willing

to accept the fees he can pay. Where the assistance agency pays for

54 Bureau of Family Services, Social Security Administration, Characteristics
of State Public Assistance Plans Under the Social Security Act: Provisions for
Medical and Remedial Care (Public Assistance Report No. 19), 1962.
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physicians' services in the office or home but not in the hospital, re-

cipients requiring hospitalization ordinarily must go to hospitals

where the medical staff has agreed to provide service free to welfare

patients.

With respect to drugs, assistance recipients generally have a choice

among the pharmacists in their localities. However, in those States

where local welfare departments have entered into agreements with

individual pharmacists who are willing to provide drugs at less than

the going rate, welfare recipients have to purchase their drugs from

these pharmacists.

If an aged recipient needs nursing-home care his choice is apt to be

confined to those homes which are willing to accept welfare rates.

Welfare departments pay for approximately half of all nursing home

care in the United States—almost all of it for old-age assistance re-

cipients. The low amounts which they pay for such care have, in

considerable measure, set the standards of nursing home care in this

country and set them at low levels.

Payment of physicians, hospital, etc.

In States and localities where medical care is paid for through

vendor payments, the physicians, hospitals, and other suppliers are

paid on the basis of rates mutually agreed upon. In most States the

rates are negotiated on a State-wide basis between the welfare depart-

ment and the State hospital association, State medical association, or

other appropriate group. Comprehensive data are not available as to

how these rates or fees paid compare with those paid by the general

public.

In most States hospitals are paid either on the basis of a flat

negotiated per diem rate or on their per diem cost but not in excess

of a specified limit. Hence, many of the hospitals receive less than

cost, some very much less. Hospitals generally hold that they should

be paid for services to welfare recipients on a basis which reflects

costs. State and local welfare departments frequently plead inability

to pay full cost. Hospitals frequently agree to accept less than their

costs on the assumption that some payment is better than none.

Administration

In most States (31 of 54) the OAA program is administered by a

State agency—the State welfare or assistance department. This de-

partment usually has local or district offices. In the other 23 States

the program is administered by the welfare departments of local politi-

cal subdivisions (counties and cities, etc.) under supervision of the

State agency. In the State-supervised programs the State agency
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sets the main policies and procedures (including standards of eligi-

bility, standards of assistance, medical care to be furnished, etc.) and

the local welfare departments must hold to these policies. In 4 States

(New York, Indiana, Kansas, and Wyoming) the program is ad-

ministered by the counties under procedures in which the counties

have considerable freedom of action but must submit a plan which

meets State approval.

In the States with State administered programs the State generally

bears the full cost of the program over and above Federal aid; in the

State supervised programs, the localities generally bear a portion of

the cost. In the State administered programs, arrangements for the

provision of and payment for medical care are uniform throughout the

State. In the State-supervised programs, there may be difference

among the local subdivisions in the rates of payment for care and other

particulars.

In a number of States the State welfare department has entered into

arrangements with the State health department for administration

of, or assistance in administering, the medical care part of the assist-

ance program. In a number of States contracts have been entered

into with Blue Cross plans, Blue Shield Plans or State or local asso-

ciations of physicians or other professional groups for the provision

of care or for paying hospitals, physicians, etc., for services or supplies

provided to recipients.

In Puerto Kico, the Virgin Islands, and the District of Columbia

the health department operates major facilities serving the whole pop-

ulation or the indigent and medically indigent and is reimbursed by

the welfare department for services provided to assistance recipients.55

Utilization

Tables 34 and 35 present data on hospital, nursing home, medical

service and drug utilization by OAA recipients in States which have

thus far developed data of this type. Mainly these are States which

are making above average expenditures per recipient for medical care.

From these data, it is apparent that at least in some States, OAA
recipients are a most atypical population. In the general population

65 and over about 1 in 6 is admitted annually to general hospitals, and
it is estimated that aged persons are receiving 270 to 285 days of

hospital care annually per 100 persons (after adjustments for de-

cedents) . By contrast, in some States as many as a quarter or a third

of all old-age assistance recipients were hospitalized, and in a recent

year assistance recipients in 2 States received 1,221 and 1,348 days of

hospital care per 100 recipients—approximately 5 times the expected

86 See Appendix B, Table 15, for a more detailed description of these
arrangements.
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rate for the general population of this age. Part of this extraordi-

nary use of service is undoubtedly due to the fact that old-age assist-

ance recipients as a group are of advanced age—much older than the

general population 65 and over. (The median age of all persons

receiving OAA in 1960 was 76.4 years as compared with 72.1 for all

persons 65 and over.) But in addition, it seems plain, illness and the

need for medical care have been major reasons for persons coming on

to the public assistance rolls.56

Table 34.

—

Old-Age Assistance: Hospital utilization rates of recipients, selected

States, recent periods

State Report period

Percent of
recipients
hospital-

ized

Rates per 1

Hospital
admissions

X) recipients

Days of
care

Average
days of
care

Colorado 1959 27.5
19.0

(')

(')

! 10.0
(')

(')

19.6
11.8
33.3

(')

16.2

42.7
28.5
12.1

(')

13.0
(')

(')

0)
15.6

(')

23.

1

22.0

505
560
121

(')

240
1, 348
1,221
270
195
911

(0
328

11.8
19.4
10.1

16.7
17.2

(')

(')

» 13.8
12.5

•27.3
(')

14.9

Connecticut (')--

Florida
Illinois —
Maryland

Nov. 1959-Oct. 1960
Jan. 1958-June 1958
(')

Massachusetts .

Michigan..
Fiscal year 1959-60
1955

New Mexico
North Carolina...
North Dakota
Oklahoma
Rhode Island

Fiscal year 1959-60
Fiscal year 1957-58.
Fiscal year 1959-60.
Fiscal year 1959-60
Fiscal year 1957-58.

' Not reported.
J Estimated.
» Average days per patient rather than for hospital admission.

Source: Bureau of Family Services, Social Security Administration.

Table 35.

—

Old-Age Assistance: Percent of recipients receiving nursing home care,

physicians' services and drug prescriptions paid for through vendor payments,
selected Stales, recent periods

State Report period

Percent of recipients receiving

—

Nursing
home care

Physicians'
services

Drug pre-
scriptions

November 1957 to April 1958.

1959
(')

9.5

«
14.5

(')

6.3
9.1

»10.0
(')

51.4
(')

62.0
()
62.0
65.3
67.6

(')

69.9

44.5
(')

65.0
(')

56.0
(')

65.1
(')

77.9

(')

August 1960
(')-- —
Fiscal year 1959-60
Fiscal year 1959-60
Fiscal year 1959-60
Fiscal year 1957-58

i Not reported.
> Includes some duplication of cases.

Source: Bureau of Family Services, Social Security Administration.

Expenditures for medical care under OAA

Expenditures for medical care for old-age assistance recipients in the

form of vendor payments amounted to $315 million in 1961. It will

shortly be possible to estimate the amount of expenditures for medical

" See Chapter 7, Table 28.
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care provided through money payments to recipients on the basis of

special statistical reports for January 1962 to be submitted by the

States by April 1962. Expenditures in this form have undoubtedly

dropped below the 1960 level (of $149 million) both because of trans-

fers from OAA toMAA and because of changes in method of payment

for medical care under OAA, but probably by not much more than

the increase in vendor payments under OAA.
In January 1962 vendor payments for medical care averaged $13.26

per recipient.57 Four States made no vendor payments; the range

among the States which made vendor payments—from a low of 13

cents per recipient per month in Georgia to a high of $61.29 per re-

cipient in Connecticut—was as follows

:

Average Monthly Vendor Number
Payments for Medical of

Care States

Total 50

Under $5.00 9
$5.00-$9.99 9
$10.00-$14.99 11
$15.00-19.99 6
$20.00-$24.99 4
$25.00 and over 11

The proportion of OAA expenditures going for medical care through

direct payments to vendors is large—18.7 percent for the country as

a whole in January 1962, the latest month for which data are avail-

able. In some States a major portion of all OAA funds are going

for medical care in the form of vendor payments, e.g., 60 percent in

Wisconsin, 57 percent in Connecticut, 49 percent in Minnesota, 44

percent in Illinois, and 43 percent in New Jersey.

Effect of 1960 amendments

The 1960 Social Security Amendments have resulted in increases

in vendor payments under old age assistance in a number of States.

By March 26, 1962, 8 States which had no vendor payment programs
for OAA recipients before September 1960 had placed such provi-

sions in operation. Some 26 States 58 which already had vendor pay-

ment programs have made their programs more comprehensive, i.e.,

provide services which they formerly did not provide through vendor

payments.

The extent of improvement in services provided, however, varies

considerably among the States. A change in method of payment may

" The number of recipients, total, and average payments by State are shown in
Appendix B, Table 13.

68 Arkansas, California, Connecticut, District of Columbia, Florida, Hawaii,
Idaho (Nursing home care withdrawn from scope of OAA and provided in
MAA), Indiana, Iowa, Louisiana, Maine, Maryland, Michigan, Missouri, Nevada,
New Mexico, Ohio, Oklahoma, North Carolina, Tennessee, Utah, Vermont, Vir-
ginia, Virgin Islands, Washington, West Virginia.
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or may not be important to the recipient. It could result in more
adequate cash payments to meet both his subsistence needs and also

his medical needs. Changes in average vendor payments provide a

more definite indication of the impact of the 1960 amendments, even

though OAA recipients in States with relatively high vendor pay-

ments do not necessarily receive comprehensive and high quality

medical care, and those in States with relatively low vendor payments
may receive care through other programs.

Between September 1960, the month before the amendment was
effective, and January 1962 the U.S. average vendor payment per

recipient increased from $10.75 to $13.26. Ten States did not make
vendor payments for medical care for old-age assistance recipients in

September 1960, but six of these States were providing vendor pay-

ments in January 1962. In 37 States average vendor payments per

recipient were higher in January 1962 than in September 1960, but in

21 of them average money payments were lower, presumably at least

in some cases because the State changed its method of payment to

take advantage of more favorable matching provisions for vendor

than for money payments. One State reported the same vendor pay-

ments and 6 States smaller average vendor payments in January 1962

than 16 months earlier. In 4 of these 6 States, the decrease was due

to transfer of cases to the new medical assistance for the aged pro-

gram, and opening new nursing home cases under MAA, also in order

to take advantage of the more favorable Federal matching. Massa-

chusetts and New York gained most, by transferring most of their

nursing home cases from OAA to MAA.
Further consideration of overall changes in expenditures for medi-

cal care for aged persons who are needy or medically indigent will

follow the description of the MAA program in Chapter 9.

Summary

It is clear that in some States the medical needs of OAA recipients

are not being met through assistance programs. Four States assume

no responsibility whatever under their old-age assistance program for

provision of medical care through vendor payments. In 29 other

States average expenditures for medical care in January 1962 through

vendor payments were less than $15 a month per recipient, an amount
certainly well below that required for purchase of adequate care.69

59 The AHA and AMA proposals for Blue Cross and Blue Shield contracts (see
Chapter 6) which they would like to see available to all aged persons, would cost
in the neighborhood of $15 a month, and would provide services which would
meet only about 50 percent of the total health needs of aged persons. Old-age
assistance recipients, being older than the whole body of aged persons and hav-
ing more illness and disability, require more care on the average than other aged
persons.

85



The limitations imposed by many State programs on the conditions

for which care will be provided or the amount or duration of care

furnished also preclude provision of adequate care to old-age assist-

ance recipients through the assistance programs.

Of course, in many States other medical resources are available to

old-age assistance recipients: other public programs for providing

medical care to the indigent and medically indigent; charity services

of physicians ; care paid for by community chests ; free care provided

by hospitals. The availability of these resources, which will be briefly

described later, varies from State to State, and within States. It is

difficult to assess their contribution. A recent attempt at such assess-

ment reached the conclusion that in many States and localities assist-

ance recipients were not obtaining adequate care.60

M Medical Resources Available To Meet the Needs of Public Assistance Recip-
ients; Report by the Department of Health, Education, and Welfare to the Com-
mittee on Ways and Means, U.S. House of Representatives (Committee Print,
87th Cong., 1st sess.) 1961.
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CHAPTER 9. THE MEDICAL ASSISTANCE FOR THE
AGED PROGRAM

The 1960 (Kerr-Mills) amendments to the Social Security Act
provided, effective October 1, 1960, not only for additional matching

of expenditures under OAA in the form of vendor payments for medi-

cal care but also for Federal aid to the States in providing medical

assistance to aged people not receiving old-age assistance whose in-

come and resources are insufficient to meet the cost of needed medical

care.

To obtain Federal aid, a State must submit a plan providing for

medical assistance to the aged which meets certain requirements laid

down in the Act. In addition to meeting most of the same require-

ments as those for old-age assistance the State's plan for medical

assistance for the aged must provide (a) for some institutional and
some noninstitutional services; (b) that no enrollment fee, premiums
or special charges will be imposed as a condition of eligibility; (c)

for service to individuals who are residents of the State but absent

from it; (d) reasonable standards for determining eligibility and
the extent of medical assistance given; (e) that no lien may be im-

posed against the property of any individual prior to his death on

account of medical assistance properly paid in his behalf and that

there shall be no recovery from his estate until after the death of the

surviving spouse, if any; (f) that there shall be no durational resi-

dence requirement; and (g) that there will be no disclosure of infor-

mation concerning benefits paid on behalf of individual recipients.

A State plan of medical assistance for the aged must be adminis-

tered by the same State agency that administers old-age assistance.

In MAA the Federal Government participates only in expenditures

made in the form of vendor payments, i.e., payments to hospitals,

physicians, etc., for medical care provided to recipients. It does not

participate in amounts paid directly to recipients.

There is, however, specific provision in the statute for Federal

financial participation in State expenditures "for insurance premiums

for medical or any other type of remedial care or the cost thereof"

paid as medical assistance in behalf of eligible individuals.

The extent of Federal aid varies from State to State within a range

of 50 to 80 percent, depending upon relative State per capita income.

There are no limitations upon the amount in which the Federal
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Government will participate for any one individual or for the State

as a whole, as contrasted with OAA, in which Federal participation

is limited to payments up to a specified maximum on the average.

For this reason States whose average payment is above this maximum
can increase Federal payments by transferring high cost medical care

cases from OAA to MAA.
Through the end of March 1962, programs were in effect in 26

States (23 States plus Puerto Kico, Virgin Islands, and Guam). 61

According to reports from State welfare directors, it is likely that

programs will be placed in operation in 2 other jurisdictions early in

1962.62 New Jersey still has under consideration legislation to begin

an MAA program. Since very few State legislatures meet in 1962,

it is unlikely that during 1962 many of the remaining 24 States will

pass the required legislation or appropriate funds to implement legis-

lation already passed. Five States have chosen to expand their old-

age assistance programs for medical care to include needy persons

who need only medical care, rather than to begin MAA programs.

Under these programs, the same requirements apply as do for the

States' OAA program generally including durational residence re-

quirements, current liens on recipients' estates, and the publication of

lists of recipients, where these are applicable.

Services provided

The services provided under the MAA programs of the States vary

widely. A summary of the number of States providing these services

is shown in Table 36. Detail on limitations by State may be found in

Appendix B, Table 16.

Table 36.

—

Medical Assistance for the Aged: Summary of number of Stales

providing major types of services, October 1961

Type of service 1 Number
of States

Hospital care
Nursing home care
Physicians' services...

Office
Home or in nursing home.
Hospital outpatient
Hospital inpatient

Dental care
Prescribed drugs 2

21

14

20

16

17

16
12
10

12

1 There are substantial limitations among the States on amounts and care provided. See Appendix B,
table 16.

J Other than for hospitalized patients; drugs for hospital patients are included as part of hospital care.

Source: Bureau of Family Services, Social Security Administration.

61 Alabama, Arkansas, California, Guam, Hawaii, Idaho, Illinois, Kentucky,
Louisiana, Maine, Maryland, Massachusetts, Michigan, New Hampshire, New
York, North Dakota, Oklahoma, Oregon, Pennsylvania, Puerto Rico, South
Carolina, Tennessee, Utah, Virgin Islands, Washington, West Virginia.

62 Connecticut and Vermont.
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Of the 21 States for which detailed data were available as of

October 1, 1961, all provided some inpatient hospital care. However,

11 States imposed limitations on the number of days covered and/or

the type of condition hospitalized. Several States also specified that

the patient must pay part of the cost.

Nursing home care was provided under MAA programs in only 14

States as of October 1, 1961. Most of these States had limitations

with respect to the number of days covered or the maximum payment

allowed. Some had further qualifications relating to provision of

care only on transfer from a hospital.

Physicians' services were provided in 20 of the 21 States having

MAA programs. The physicians' services in the office, home, or out-

patient department were generally limited in terms of visits or services

paid for in a given period.

Ten States provided some dental services, but frequently provided

only in emergencies, for relief of pain, or for treatment of acute in-

fection. The services were usually limited to extractions and fillings.

Twelve States paid for some drugs outside the hospital, with limita-

tions in some States on type of illness for which they may be pre-

scribed.

With respect to the extent of overall coverage of the major kinds of

services, three States 63 provided all types with no significant limita-

tions, fourteen States 64 provided what might be termed intermediate

coverage because of the limitations affecting one or more of the serv-

ices, and four States 65 provided what might be termed a minimum
coverage—only two major services.

The States vary widely in the conditions of eligibility for MAA.
Some 17 States set maximums on the income and assets a recipient may
have; an aged person with income or assets under these limits is

eligible; one with income or assets above these limits is ineligible no

matter what his medical needs or costs. Other States (four) say,

in effect, "A certain level of income and resources is necessary for

subsistence
;
any amount beyond this level will be evaluated to deter-

mine its availability to meet medical need. If the amount available

is still not enough to pay for the person's necessary medical care, he

is eligible for medical assistance for the aged."

The maximums on income and assets established by the States for

a single recipient with no dependents range from $1,000 to $3,000.

Varying allowances are made for dependents. Again it should be

emphasized that these maximums take no account of a person's pre-

vious or anticipated medical costs. Thus, in a State with an income

63 Hawaii, North Dakota, and Puerto Rico.

"Arkansas, Idaho, Kentucky, Louisiana, Massachusetts, Maryland, Michigan,
New York, Oklahoma, Oregon, South Carolina, Virgin Islands, Washington, and
West Virginia.

65
Illinois, New Hampshire, Tennessee and Utah.
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limit of, say, $1,200, an aged person with an income of $1,400 a year,

who has Parkinson's disease and needs medical and nursing home
care costing some $3,000 a year, is ineligible for medical assistance

because of his income. (See Appendix B, Table 17 for detailed eligi-

bility provisions.)

All States with a medical assistance program for the aged exempt
the real property used as a home in determining eligibility, i.e., an
aged person would not be required to sell his home or to place a

mortgage upon it. Some, however, place a maximum on the equity

allowable. West Virginia, which originally excluded the homestead

as a resource, when tightening its eligibility requirements inserted

"up to a value of $15,000." All States take into account the resource

value of other real estate, although about half the States do not require

liquidation. Most of the States exempt a life-insurance policy with

a small cash surrender value. Medical insurance policies and similar

resources designed to meet medical need are also considered as assets

to be taken into account in determining whether payment will be

.made for medical care and in what amount. A number of States ex-

clude premiums for such insurance, up to a stated maximum, from

inclusion in income of an individual or a couple.

A small reserve of cash or "resources convertible to cash" is spe-

cifically permitted in most States. The amount permitted a single

person ranged from $300 in Arkansas to $2,500 in Maryland.

Provisions regarding relatives' responsibility, i.e., the extent to

which relatives will be held responsible for care, vary widely. Of

the 21 States, 13 do not require that relatives of the aged applicant

for medical assistance must contribute to the extent that they can

towards the cost of needed care ; 8 have a requirement which is identi-

cal with or similar to their requirement under OAA for support of

applicant by relative.68 The States vary in the standards used to

assess the ability of relatives to pay for medical care of an applicant

and the circumstances under which they will deny an application of

an aged person if his children or other relatives are considered able

to pay for the care required, often without regard to whether the

relative fulfills this obligation.

Adrrdnistration

Federal law requires that this program must be administered by the

same agency as administers the State's OAA program. Hence, the

administration of MAA programs is similar to that described above

regarding OAA programs.

60
California, Maine and Pennsylvania—which are not among these 21 states

but which have begun MAA programs—also require relative responsibility.
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Practices in opening MAA cases vary among the States. In 8

States, persons may apply concurrently with or in advance of their

need for medical care. Once eligibility is established they remain eli-

gible for any and all needed medical care for a continuing period, usu-

ally a year. After a year or some shorter period specified, continuing

eligibility for medical care assistance is redetermined for all open

cases.

The general practice in the other 13 States is to determine eligibility

anew each time medical care may be needed, taking account of the kind

and cost of the medical care needed. West Virginia, which initially

provided for preauthorization as to financial eligibility for persons

who were not immediately in need of medical care discontinued this

practice effective December 1, 1961 and notified all persons who had
been certified eligible for MAA (30,567 as of end of November) but

who had not found it necessary to use the services that their cases

would be closed, but that they could re-apply if in the future they

needed medical services.

Selection of hospital, physician, etc., and method of payment

In all or virtually all States the provisions affecting choice or lack

of choice of hospital, physician, nursing home, and druggist, which
apply under the OAA program apply also under the MAA program.

With minor exceptions in the case of States using a pooled fund for

OAA, hospitals, physicians and other suppliers of care would be paid

in the same way and on the same basis under both programs.

In general, the States which have for their OAA program contrac-

tual arrangements with the health department, Blue Cross or Blue

Shield plans, or State or local medical societies either to provide

service or to act as fiscal agents in paying for services (as described

in Appendix B, Table 15) , use the same arrangements for their MAA
programs.

It is noteworthy that West Virginia, which was among the first

States to initiate a program for MAA originally planned the schedule

of fees and limitations of services for hospital, physician, and drug

services to be identical with that of the general medical care program

for other categories of assistance. This schedule was liberalized

about January 1, 1961 for recipients of MAA. Thus, where the hos-

pital rate was 90 percent of hospital costs up to $20 per day for the

regular assistance recipients, the rate for MAA was actual reimburs-

able cost without maximum. Other items in the schedule were cor-

respondingly higher for comparable services under MAA. In the

late summer, the agency became concerned that the rate of expenditure

under MAA would exhaust appropriations. It began making plans

for a general modification of procedures as to authorization, tighten-
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ing financial eligibility requirements, and bringing the fee schedules

and limitations on service back in line with that prevailing for other

categories of assistance.

Recipients and expenditures under the program

The number of recipients 67 of medical assistance to the aged in-

creased gradually from October 1960 through December 1961 (table

37) as the programs in effect got under way and additional States

established programs. In December 1961, there were 72,159 persons

receiving medical assistance to the aged and in January 1962, 64,690

as West Virginia deferred payments for January causing a decrease

of 8,100 recipients and Maryland changed its method of reporting,

resulting in a decrease of 3,300. Payments, which had increased

steadily up to November when they were just over $15 million,

amounted to $14.9 million in January.

In January, 82 percent of all recipients were in three States, Massa-

chusetts, Michigan, and New York (table 38) . Of the total payments

for medical care for recipients some 92 percent were made by these

three States.

Table 37.

—

Medical Assistance for the Aged: Number of States reporting, number
of recipients, and total payments, each month, October 1960 to January 1962

Year and montli
Number of

States
reporting

Number of
recipients 1 Payments

October
November.
December.

1960

January
February
March _.

April ___

May __.

June __.

July _._

August
September..

.

October
November.-.
December

1961

January :

1962
22

12, 791

14, 922

16, 734
18,678
21, 492
27, 998
41,388
46, 247

52, 030
59, 093
60, 928
66, 396
71,655
72, 159

64, 690

$2, 441, 175

2, 922, 261

3, 437, 412

3, 852, 628
4, 033, 741

5, 890, 726

8, 295, 631
9,311,027

10, 943, 079
11,959,747
12,654,268
13, 681, 550
15,015,298
13, 919, 808

14, 852, 990

1 Number of recipients are persons on whose behalf payments were made during the report month to
suppliers of medical services.

2 For State detail, see table 38.

Source: Bureau of Family Services, Social Security Administration.

87 The term "recipient" means the number of persons for whom bills from
suppliers of medical care were paid in the report month. The bills generally
represent the services provided in a preceding month. The count of recipients

does not necessarily reflect the number of persons actually receiving medical care
services during the month covered by the report.

92



Table 38.

—

Medical Assistance for the Aged: Recipients and payments for recipients,

by Slate, January 1962 1

Payments for recipients

State Number of

recipients
Total amount Average

Total 64,690 $14, 852, 990 $229. 60

Arkansas 667 29, 729 44. 57

California 600 89, 946 149. 91

Hawaii 230 U.996 196. 65
Idaho . 1,060 165, 112 155. 77
Illinois . . 181 91, 7S8 606.81,

Kentucky __ _ 1, 444 22, 558 16.62
Louisiana 129 29, 429 228. 13
Maine 4S2 97,896 226. 61
Maryland.. 3,510 124, 492 35, 47

Massashusetts _. 18, 637 ' 3, 283, 182 176. 16
Michigan

_

... . 4,741 1, 463, 361 308. 66
New York 29, 915 8, 908, 818 297. 80
North Dakota . ... . 691 ' 129, 114 186. 85
Oklahoma 267 67, 180 251. 61

Oregon

_

._ 65 15, 647 240. 72
Puerto Rico. _._ 224 3, 672 16.39
South Carolina 781 121, 759 155. 90
Tennessee 210 12, 897 61.41
Utah 457 66, 324 145. 13
Virgin Islands . _ _____ .__ 85 2,222 26. 14

Washington 312 78, 200 250.64
West Virginia .__ _ 52 4,718 90. 73

1 Figures in italic represent program under State plan not yet approved by the Social Security Adminis-
tration. All data subject to revision.

2 Excludes money payments not subject to Federal participation as follows: $97,817 in Massachusetts and
$2,226 in North Dakota.

Source: Bureau of Family Services, Social Security Administrstion.

Prior to the inception of the MAA program New York and Massa-

chusetts had a considerable number of cases on their OAA rolls who
were in nursing homes. Since average monthly assistance payments
per recipient in both States were well above the maximum of $65

per recipient matchable by the Federal Government, these two States

received relatively little Federal aid towTard the cost of care for

these nursing home cases. At the start of their MAA program, or

soon after, both States transferred all or most OAA cases receiving

nursing home care to their MAA program, because of more advan-

tageous Federal matching. (It is apparent that these two States

have recived a very large portion of all Federal aid under the MAA
program.) Just over half of all MAA cases opened in these two
States through December 1961 were transfers from OAA : 63 percent

in Massachusetts, 41 percent in New York. In Idaho and North
Dakota about two-thirds of the MAA cases opened through December
were transfers from OAA. By contrast, in the other 17 States re-

porting on openings, only about 5 percent of the cases opened were
transfers from OAA. (Table 39.)

About 1 percent of all cases opened in the United States had pre-

viously received other types of assistance and about one-fifth of this

small group continued to receive other assistance : needy persons may
not receive MAA and OAA simultaneously, but they may receive

MAA and other types of assistance concurrently.
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Table 39.

—

Medical Assistance for the Aged: Cases opened by type of previous
assistance, if any, October 1960 to December 1961

Assistance received previously
Total

btate cases
opened AB,

OAA APTD, OA None
ADC

ICC OC1
166, ool 45, 900 1,574 600 118, 777

2,103
397 148 o q 249

1,663 977 51 635
Illinois 696 696

5,294 180 5,114
Louisiana 110 110

244 244
7,524 7,524

Massachusetts 29,191 18,439 443 70 10,239
14, 557 2, 743 85 258 11,471

New Hampshire 66 66
New York 54,910 22,768 701 82 31,359
North Dakota 1,042 786 256

2, 589 2,589
Oregon 2, 852 10 92 4 2, 746
South Carolina 2, 645 2, 645
Tennessee 2, 441 2,441
Utah 582 198 384
Virgin Islands 365 1 364
Washington 3,649 29 3 6 3,611
West Virginia 33,931 33,931

Source: Bureau of Family Services, Social Security Administration.

In January 1962, payments under MAA were half as much as total

vendor payments under OAA ($30 million) for the country as a whole

(table 40). The relation between the two programs varies widely

from State to State. In some States (Massachusetts, New York,

Michigan, West Virginia, Hawaii, Idaho and Maryland) the MAA
expenditures are larger than the vendor payments under OAA. New
York's MAA program dwarfs not only its OAA vendor payments

but total payments under OAA. Massachusetts is spending almost

three times as much for medical care under MAA as under its OAA
program. On the other hand, in other States the expenditures thus

far under MAA have been trifling as compared with vendor payments

under OAA.

Summary and appraisal

Some 26 States now have MAA programs in effect. Undoubtedly

these programs have been and will be useful in bringing medical care

<o aged persons who might otherwise have gone without, have ex-

hausted slender resources to pay medical bills or been forced to ask

for private charity.

In assessing the accomplishments of the Kerr-Mills provisions,

OAA and MAA must be considered simultaneously. In effect, in

many States MAA is not a new program. Many States previously

took aged persons on their OAA rolls who needed only medical care,
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Table 40.— Vendor Payments Under OAA and MAA Programs: Comparison of
expenditures in Slates with MAA programs, January 1962

State
Vendor

payments
under OAA

Payments
under
MAA

All States $29, 941, 701 $14, 852, 990

States reporting MAA payments 14, 774, 903 14, 852, 990

Arkansas 394, 626

3,228,464
15,185
45, 451

167,388
1,219, 760

240, 134

53, 133
911,655
707, 238
972, 116

138, 485
1,301,775

546, 714
17, 207

160, 771
244, 673
195, 002

1,683
1, 625, 343

124, 894

29, 729

89, 946
44,996

165, 112

91 738
22] 558
29, 429
97, 896

124, 492
1,283, 182

1, 463, 361

8, 908, 818
129, 114

67,180
15, 647
3,672

121, 759
12, 897

66, 324
2,222

78, 200
4,718

California
Hawaii

Illinois

Kentucky..
Louisiana
Maine
Maryland
Massachusetts
Michigan
New York
North Dakota

Puerto Rico
South Carolina
Tennessee
Utah -

$15, 166, 798

Source: Bureau of Family Services, Social Security Administration.

and many aged persons were taken on the rolls because an illness had

used up available financial resources.

The changed matching provisions for medical care under OAA and
the MAA program together have resulted in greater expenditures for

medical care of the indigent and medically indigent aged. In Sep-

tember 1960, expenditures for vendor payments under OAA amounted
to $25.3 million. In January 1962 vendor payments under OAA
amounted to $29.9 million and those under MAA to $14.9 million, a

t otal of $44.8 million. By no means all of the $19.5 million increase

represents new money, however ; a part represents expenditures made
as vendor payments that were formerly made through inclusion in

the money payments. In part because of such changes in method of

payment, in part because the monthly OAA caseload dropped by

93,000 between September 1960 and January 1962 while MAA cases

totalled only 65,000 in January, total expenditures for assistance

under MAA and OAA combined in January 1962 were only $13.4

million larger than OAA payments in September 1960.

Thus far the 1960 amendments liberalizing Federal matching for

medical care have been advantageous chiefly to the high income States.

Federal matching provisions are such that it makes little or no differ-

ence to many lower income States whether they provide medical care

through OAA or MAA. But to higher income States MAA offers in-

creased opportunities for Federal matching of expenditures for medi-

cal care of the indigent or medically indigent aged. New York alone
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accounts for almost two-fifths ($5.1 million) of the $13.4 million in-

crease in total monthly payments under OAA and MAA combined,

when January 1962 expenditures are compared with those for Septem-

ber 1960. The additional Federal share in these payments was $4.0

million, or about 80 percent of the total increase. Massachusetts, the

other high income State which has transferred its general nursing

home caseload from OAA to MAA, had increased total expenditures

by about $25,000 when the two months are compared. The Federal

share in these two programs in Massachusetts increased by about

$1,455,000.

With respect to the adequacy of care provided to MAA recipients, it

is clear that most States with programs limit the types and extent

of care provided and some States the conditions for which care will

be provided, as is true of medical care for OAA recipients. The low-

income States where need is likely to be greatest have the greatest

difficulty in financing even minimal services.
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CHAPTER 10. OTHER PROGRAMS AND PHILAN-
THROPIC PROVISIONS FOR MEDICAL CARE FOR
THE AGED

In addition to the medical services provided to needy or medically

indigent persons through public assistance, a substantial amount of

medical care is provided to aged persons through other public

programs.

Public mental hospitals

The greater part of all prolonged hospital care for persons suffer-

ing from mental illness or who are mentally defective is provided by

mental hospitals owned and operated by the State governments. The
cost of such care represents in almost all States the largest single

health expenditure of State governments.

State mental hospitals customarily provide care whether or not the

patient or his family is able to pay any part of the cost. A few States

provide free hospitalization for all, making no charge to anyone.

However, in most States the patient or family is asked to pay as much
of the cost as they can, with some examination being made of the per-

son's or family's resources so as to determine how much it is feasible

for them to pay. Some States bill the localities for care provided to

their residents who cannot pay. For the country as a whole, total

receipts from patients or from local governmental units on behalf of

their resident patients have amounted in recent years to about 13

percent of the total maintenance costs of State and local mental

hospitals.

In 1960 there were 313 State and local mental hospitals, with 704,000

beds and an average daily census of 658,000.68 Almost one in three

beds in these hospitals is occupied by a person 65 and over. Twenty-

seven percent of all first admissions in 1960 were of persons 65 and over.

There seems little question but that many of the aged now in public

mental hospitals could be better cared for at home or in a local nursing

home or chronic hospital or hospital wing, if only the needed services

were physically and financially available to them. Undoubtedly there

88 Hospitals (American Hospital Association), Guide Issue, August 1, 1961,
pt. II.
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will be a decrease in the aged population of mental hospitals as more

nearly adequate local services for older people are developed and

brought within their financial reach.

Other public hospitals

Traditionally State and local governments have assumed responsi-

bility for the care of persons with tuberculosis, with such charges as

might be made for their care ordinarily scaled to the person's or his

family's ability to pay. In many States, hospitalization for tubercu-

losis is available as a free public service—no charge being made to any

patient.

As of the end of 1960, there were 207 State and local governmental

tuberculosis hospitals, with 48,000 beds, an average daily census of

36,000. Approximately 20 percent of the beds in these public tubercu-

losis hospitals were occupied by persons 65 and over.

Many State and local governments own and operate general hos-

pitals. Some of these hospitals serve the general population, are

conducted like voluntary community hospitals, and their operating

expenses are met wholly or mainly out of payments by or on behalf

of patients. Other State, county, and city general hospitals are de-

signed primarily to serve indigent or medically indigent persons and

their operating expenses are met wholly or mainly from tax funds.

The cost of care for public assistance recipients in some State or local

governmental hospitals is paid for by the public assistance agencies;

in other hospitals they will receive care without cost to the public

assistance agency. A one day census of hospitals made by the Ameri-

can Medical Association in 1953 showed that patients 65 and over com-

prise 26 percent of the patients in all non-Federal governmental gen-

eral hospitals.

Veterans Administration care for the aged

The Veterans Administration operates the largest organized medi-

cal care system in the United States—170 hospitals with 120,542 beds,

and 93 outpatient clinics. Generally, three groups of veterans are

eligible for care in Veterans Administration hospitals. Those need-

ing care for service-connected disabilities are unconditionally eligible

for hospital care. Veterans with service-connected compensable dis-

abilities who need care for nonservice-connected disabilities are eli-

gible for care if a bed is available. War veterans with no service-

connected disabilities needing care are eligible for care if a bed is

available and if they sign an affidavit certifying their inability to de-

fray the cost of hospitalization.
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Some 22.4 million men and women are veterans. Of these about 2.2

million or over 9 percent are 65 and over. More than 28 percent of the

patients in Veterans Administration Hospitals in 1961 were 65 and
over. By 1965 the proportion of patients who are 65 or over is ex-

pected to reach 40 percent.

Care for the aged through private charity

A certain amount of medical care is available through private char-

ity to aged and other persons unable to pay for the care they need.

Services by the medical profession.—The medical profession has

always given much service to those unable to pay.

On the basis of a questionnaire survey of its readers, the magazine,

New Medical Materia, estimated that physicians in this country pro-

vided $658 million worth of free care in 1960—$3,360 worth per general

practitioner and $4,812 worth per specialist. Of the total value of free

service 39.9 percent was reported as given to private patients, 22.7

percent in outpatient clinic service, 26.5 percent in hospital ward
service and 10.9 percent to courtesy cases, athletes, blood donors, etc.69

A recent survey by the Louisiana State Medical Society of its

members found that the average doctor gave $3,531 worth of

free service annually.70 A survey in 1960 by the Philadelphia

County Medical Society found that the physicians in the city gave
free care to a value of $6,431 per physician.71 The Texas Medical

Association has estimated that the average doctor in that State con-

tributed 15 percent of his working hours to free treatment.72

Voluntary agencies.—There are some 60 to 70 national voluntary

organizations with primary interest in the health field. These include

such well-known organizations as the American National Red Cross

(though it is mainly concerned with relief aid in national calamities),

American Cancer Society, the National Foundation, National Tuber-

culosis Association. Total receipts of all these organizations are esti-

mated at about a third of a billion dollars in 1960.

The health agencies spend their funds for research, lay and profes-

sional education, community services and medical care. No satis-

factory data are available as to total expenditures of these

organizations for medical care. Nine major health organizations

reported expenditures of $31 million for medical care in a recent year

and the Red Cross reported additional expenditures of approximately

$7,000,000 for health and safety services. All health agencies may
have spent in the neighborhood of $50 million a year for health serv-

09 New Medical Materia, October 1960, p. 35.
n Medical Economics, December 7, 1959, p. 1.
n AMA News, May 16, 1961, p. 13.

"Texas Research League, Indigent Medical Care Service for Texas Public
Assistance Recipients, 1961, p. 23.
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ices. How much of this went for persons 65 and over can only be

conjectured.

A certain amount of medical care for the indigent and medically

indigent is paid for by United Fund and Community Chest agencies

and service organizations, such as Rotary, Lions and Shriners. In

1960, of the sums raised in all united fund and community chest

campaigns, some $127 million were allocated to health agencies and

purposes. Of this amount $21 million went to hospitals and clinics

largely, if not entirely, for care of the indigent, $57 million to the

Red Cross, and $49 million to various health agencies, including visit-

ing nurses associations and national health agencies dealt with above.

Services by voluntary hospitals.—While most of the care provided

by hospitals to "free" or charity cases is paid for in one way or an-

other by Government or community organizations, a considerable

amount of care is provided by hospitals without reimbursement from
any other party. This "free care" includes services provided to per-

sons for whose care no governmental or other agency will assume

responsibility, and services for which the hospital charges but is un-

able to collect. 73 It includes also the difference between the cost to

the hospital of providing care and the amount actually paid by gov-

ernmental or community agencies for the care of indigent and medi-

cally indigent persons. Frequently welfare departments, other State

and local governmental units and community agencies pay hospitals

for indigent care at rates below the full cost of care.74

Some of the free care provided by hospitals from their own re-

sources is made possible by income from endowments and private gifts

and contributions and governmental grants or subsidies. However,
in all probability much the larger share is financed by paying patients

who are billed at higher rates than would otherwise be necessary.

Thus, paying patients, in effect, help to subsidize care for the indigent.

73 The 1959 rate survey of the AHA found that among responding hospitals
5.1 percent of the billed hospital charges were "uncollected." (AHA, Hospital
Rates 1959, pp. 34-6).

54 Some instances follow : In Delaware the counties have been paying hospitals
at the rate of $4 a day for the indigent cases. Pennsylvania under its statewide
program has been paying hospitals $10 a day for care which it costs them $25
to $30 to provide. New York City has been paying voluntary hospitals $24 a
day for care costing at least $32. North Carolina pays hospitals $8.50 per diem
for inpatients on old-age assistance ; the average cost to the hospitals is $22.98
per diem. New Hampshire pays from $4 to $18 a day ; New Mexico from $12.19
to $18.50; Maryland pays 80 percent of costs but not in excess of 60 percent
of the statewide average. (Data from various sources, including (a) American
Hospital Association, Report on Survey of Hospital Reimbursement Under State
Public Assistance Programs, July 1959, and (b) Medical Economics, January 19,

1961, p. 111).
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PART IV

Trends in Health Services and Health Costs of Older Persons

CHAPTER 11. TRENDS IN SELECTED HEALTH
SERVICES AND COSTS

Outstanding advances in scientific medicine have contributed not

only to improved health and the well being of people generally, but in

addition have made for higher medical care costs. New advances in

medicine are already in sight and the tremendous investment now
being made in medical research promises still further discoveries and

changes. The dynamic nature of modern medicine makes it very

difficult to predict what the medical services of the future will be.

It is possible to identify certain developments that are already in

process.

Changing health care technology

Medical research has made it possible for many people, with the

support of continuing care from physicians and other health person-

nel, to live useful lives despite the handicaps of heart disease, arthritis,

and other chronic diseases. But the adequate care of chronic illness

is aptly termed "extensive" and over time usually requires a wide

variety of health specialists and often varying facilities such as the

specialty hospital, general hospital, nursing home, or organized home
health service organization.

Accompanying the advances in health care technology, there has

been a sharp increase in the number of professional health personnel

other than physicians. In 1900, for every physician in practice there

was one other professional health practitioner. Today there are four

such persons including nurses, laboratory technicians, therapists, and

other health professionals for every physician.75 The professional

health care team today comprises more than thirty auxiliary or "para-

medical specialty" occupations.

"Public Health Service, Physicians for a Growing America (Publication No.
709), September 15, 1959, p. 65.
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Enlarging role of hospitals.—In the modern hospital, the full com-

plex of health care technology is represented both in range of special-

ized personnel and number of types of facilities to serve the needs of

both inpatients and outpatients.

There has been a pronounced increase in the ratio of full-time hos-

pital personnel per 100 patients during the past decade. In 1950,

there were 178 such hospital personnel per 100 patients while by 1960

the ratio had stepped up to 226 full-time hospital personnel per 100

patients.

There has been a significant increase generally in the proportion of

hospitals offering more of certain specialized services (table 41).

Table 41.

—

Special Services in Short-Term General and Other Special Hospitals:
Percentages with selected services, 1950 and 1960

Service 1950 1960

Clinical laboratory 84 98
Electrocardiograph _ 76 93
Blood bank 45 66
Pathology laboratory... „ (') 49
Physical therapy department _ 35 41

Radioactive isotope facility (') 22
Electroencephalograph 10 14
Home care program (') 3

1 Data not available.

Source: Hospitalt (American Hospital Association), Guide Issue, June 1, 1951, and August 1, 1961.

The range of hospital services indicates that the modern general

hospital represents a "pooling of resources" to provide "specialized

equipment and highly trained personnel that no patient or doctor

could provide individually, and which no patient could afford to use

and maintain by himself." 76

It is likely that the trend toward more complete availability of

a wide range of technical equipment will continue with more area-

wide pooling of the more expensive and specialized equipment such

as the electroencephalograph. Sharing in use of specialized equip-

ment is a major benefit of active working relationships among hos-

pitals in a given area or region.

In both urban and rural areas, the general hospital is increasingly

a principal center of health care activities. Some 15 years ago, the

Commission on Hospital Care recommended that the general hospital

be the center for preventive, curative, and rehabilitative services to

the chronically ill as well as the acutely ill. There is high unanimity

among professional health personnel with respect to the central role of

the general hospital in modern health care.

The experimentation and development of arrangements for in-

patient hospital care underway in several hospitals often bear directly

on the functioning of the hospital as a community health center in-

™ Public Health Service, Principles for Planning the Future Hospital System,
by Ray B. Brown (Publication No. 721), 1959, p. 4.
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eluding care for older people. An approach for tailoring services to

the needs of the individual patient has been termed "progressive pa-

tient care."

Another significant trend is the movement away from specialized

hospitals to the provision of as full a range of services in general

hospitals as circumstances permit. General hospitals today are cover-

ing more long-term illness care through having specialized units for

such service, by having nursing homes affiliated with them, and in

development of organized home care services.

Of particular interest to the older patients with chronic illnesses, ac-

tive interrelationships are developing among hospitals. Transfers of

patients from community hospitals to the larger hospitals for spe-

cialized treatment including radioisotope treatments for malignant

neoplasms, working relationships between hospitals for intensive lab-

oratory analyses, and the regularized services of highly specialized

medical personnel from the larger hospitals to community hospitals in

anesthesiology and radiology are illustrations of types of systematic

and regular teaming up of services of two or more hospitals.

Developments in skilled nursing homes.—Of all the inpatient facili-

ties, nursing homes have had the most rapid development in recent

years. As of January 1, 1961 there were approximately 326,000

skilled nursing home beds in the country as reported under the Hill-

Burton Program.77 Availability of skilled nursing homes is of par-

ticular importance to older people. Various studies have shown that

the nursing home is primarily a long-term care home for the aged,

many of whom are disabled and chronically ill. Some of the care pro-

vided in these skilled nursing homes is also custodial.

Increasing attention is being directed to differentiation of nursing

homes in accordance with service requirements of patients, to im-

proved licensure and regulation of nursing homes, and to the quality

of care provided including around-the-clock presence in the facility

of a registered nurse. All of the States now license nursing homes

although the standards vary considerably among the States. Con-

siderable progress has been made in recent years in revising and im-

proving nursing home laws and regulations which have resulted in

raising standards. With the continued growth and upgrading in

quality of nursing homes, with more active working relationships

with other health services and particularly general hospitals, and with

increased coverage under health insurance these facilities will be

strengthened as a resource for health care.

Rise of home care services.—Home health services include com-

munity visiting nurses, organized home care programs, and home-
maker services.

" Public Health Service, Division of Hospital and Medical Facilities, Hospital
and Medical Facilities in the United States as of January 1, 1961.
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As of 1957, there were 8,200 public health agencies employing some

29,400 public health nurses. However, not all of these agencies

provided bedside care of a nurse functioning under the direction of a

physician. Visiting nurse associations serve 88 percent of the cities

with populations of 100,000 or more and almost half of the smaller

cities of 25,000 to 100,000.78

In July 1961, there were 45 communities in 25 different States having

organized home care programs. 79 These programs are intended to

meet the needs of homebound patients who generally require the serv-

ices of several health specialities. Such programs may be headquar-

tered in a hospital, visiting nurse association, health department,

or other agency. They often involve a team of health workers for

consultation and services, including medical specialists, physical and

occupational therapists, medical social workers, and psychologists.

The relationships between the patient, his family, his physician, and

nurse are nevertheless important in home care. This type of care

is particularly appropriate for the long-term illness of the elderly

—

heart disease, cancer, arthritis, and other illness. For some individ-

uals, it reduces the length of stay and the number of readmissions to

the hospital and for other persons it replaces need for custodial insti-

tutional care.

Homemaker service programs were functioning as of July 1961, in

163 communities in 38 different States.79 There were 215 agencies

which sponsored these programs, 70 having been established since

1958. This sizeable increase indicates how readily this type of pro-

gram can be developed when large numbers of professionally trained

personnel are not involved. Homemaker services are a substitute for

the personal care and homekeeping duties that adult family members
would ordinarily perform if they were available and able to do them.

Community facilities development.-—Since 1946, the Federal Gov-
ernment has provided funds for hospital construction. Last year,

it extended its support to a wide range of community health facilities.

Matching funds are now available to the States to build up com-

munity health services and for the construction of nonprofit nursing

homes. Expanded homemaker services and home nursing care can

also be supported under the program. Special project grants are

available to develop improved methods of providing out-of-hospital

community health services particularly for the chronically ill and
aged. This new program should stimulate and encourage the more
rapid expansion of newer types of services of special importance to

the aged.

78 Public Health Service, Areawide Planning for Hospitals and Related Health
Facilities (Publication No. 885), July 1961, p. 39.

78 U.S. Senate, Problems of the Aging, Hearings Before the Subcommittee on

Federal and State Activities of the Special Committee on Aging, (87th Cong., 1st

sess.), 1961, Part 1.
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Health care costs

The rising costs of health care are of particular concern for older

people because of their relatively high utilization of hospital and
other health services and their comparatively low financial resources

for meeting such costs.

Trends in health care costs.—The standard measure of price move-
ments in the United States is the Bureau of Labor Statistics' Con-
sumer Price Index. The "price" of medical care began to climb in

1941, but the big increase came after 1950. Between that year and
1961, medical care prices went up more than twice as much as the

average "price" for all the goods and services used by families, whereas

over the longer period, from 1940 to 1961, they went up only slightly

more than the average for all goods and services (Table 42).

Table 42.

—

Consumer Price Index: Percent increase by category and for selected

medical care items, 1950 to 1961 and 1940 to 1961

Item 1950 to 1961 1940 to 1961

All items ., . — ...

Medical care — -

24.3 113.4

51.8 12L3

109.7
43.0
29.0
16.7

376.8
99.6
96.7
45.8

Physicians' fees. _

Dentists* fees .

Prescriptions and drags

.

. ... . .

Food.. 19.7
12.3
24.9
32.9
32.5
20.0
26.6

153.3
107.1
73.4
111.9
125.2
93.6
83.0

Housing
Transportation-. _

Personal care_ . ... . ,

Reading and recreation
Other goods and services _

i Includes optometric examinations and eyeglasses not shown separately. Hospitalization and surgical
insurance included in the index for 1961 but not for the two earlier years.

Source: Bureau of Labor Statistics, Price Indexesfor Selected Items and Groups.

Hospital daily service charges (and hospitalization insurance pre-

miums) have risen most among the components of the medical care in-

dex. The rise in physicians' fees, dentists' fees, eye examinations, sur-

gical insurance, and drug outlays has been more in line with the gen-

eral price increase, or at least the increase in prices of other services,

such as transportation and personal care.

Total expense per patient day in nonfederal short-term general and

special hospitals, as reported by the American Hospital Association,

somewhat more than doubled between 1950 and 1960, going from

$15.62 to $32.23. This was slightly more than the increase in the

price index of hospital daily service charges, presumably because the

expense per patient day reflected some increases in services provided.

Comparable data on expense per patient day are not available prior

to 1946 when the average was only $9.39, hospital wages and hours

were generally at pre-war levels, and there were severe staff shortages.
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Factors in rise of health costs.—With the array of technological fa-

cilities in the hospital today, there has been need for a larger propor-

tion of skilled workers plus an attempt to bring hospital salaries into

line with the general wage level. In 1946, the average annual earnings

of full-time general hospital employees was only $1,226, or approxi-

mately half as much as that of a full-time worker in industry (Table

43) . In the 14-year period since 1946, annual earnings for all hospital

employees nearly tripled, while those of industrial workers doubled.

This means that in 1960, the earnings of the average hospital em-

ployee ($3,240 a year) had gone up to almost 70 percent as much
as those of the average industrial worker. Accompanying the rise in

earnings has been a significant reduction in the length of the work
week in hospitals, and a corresponding increase in the number of

hospital employees needed.

Table 43.

—

Earnings of Hospital Employees and Industrial Workers: Comparison
of earnings and payroll costs as percent of total hospital expenses, 194.6-60

Year

Payroll costs
as percent
of total

hospital 1

expenses

Annual earnings

Hospital i

employees
Industrial
workers

Hospital
employees as
percent of
industrial
workers

1946 53.0
56.7
61.6
62.3

$1, 226
1,817
2, 563
3,240

$2,356
3,008
3,847
4,705

62.0
60.4
66.6
68.9

1950 -

1955 -

1960 -

i Short-term general and other special hospitals.

Source: Hospitals (American Hospital Association), Guide Issue, August 1, 1961, »nd Department of
Commerce, Survey of Current Business, July 1961.

Hospital payrolls have thus assumed an increasingly larger share of

the hospital expenses, constituting a significant factor in the increased

cost of hospital care. In 1946, payroll accounted for a little more
than one-half of total hospital expenses. In the ten year period, 1946

through 1955, the percent increased steadily to 61.6. In the next 5

years, however, the ratio of payroll to total hospital expenses re-

mained relatively stable at approximately 62 percent (except for a

slight decrease reported in 1957 and 1958), indicating that other fac-

tors are contributing toward the increased costs during this period

(table 43).

The labor displacement possibilities, with the introduction of new
types of hospital equipment, are limited.80 Expensive hospital

equipment has often required additional and more costly labor. "As
newly developed and diagnostic and treatment equipment is added to

hospitals, more—not fewer—people are required to operate it. Hos-

80 Brown, Ray E., "The Nature of Hospital Costs," Hospitals, (American Hos-
pital Association), April 1, 1956.
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pital equipment is expensive, its cost is impressive, but the enduring
element of cost for these new services is the newly trained personnel
who must accompany it." 81

In attempting to anticipate trends in health costs for the next 15

to 20 years, there are many pertinent factors to be considered. On
the supply side there are the changing medical technology and hospital

payroll costs. Progress toward regional and community planning
offers promise for slowing the increase in hospital rates. As hospital

wage rates, hours and other conditions of employment meet prevail-

ing community standards, this component of hospital costs will prob-

ably rise at a slower rate. On the demand side is the growing size

of the older population, probable changes in their ability to pay for

medical care, the strengthening interest in greater health protection,

resulting in higher standards of care, and the expanding scope of

services. All of these point toward further increases in the cost of

health care.

Costs of health care will probably rise over the next 15 or 20 years

at least as much as the rise in general price level. However, it seems

fairly certain that the increase in health costs, particularly hospital

costs, will not continue to exceed the increase in the general level of

prices to the extent they have in the last decade.

Overall health costs and prospects.—Public and private expendi-

tures for health services, health research, construction of health facili-

ties, and public health activities in 1960 took 5.4 percent of the Na-

tion's total output.82 In 1929, all such health expenditures amounted

to about 3.5 percent of the gross national output. Whether the pro-

portion of the national output going into health services in the next

two decades will change significantly depends both upon develop-

ments in the health technology and applied health care fields and upon
the rate of growth of total output. The public needs and demands
for health protection, including services for older people, will be a

basic factor in determining its priority in relation to other living needs

for sharing in the national income. If the productivity of our economy
continues to grow, we shall be able to expand our health services well

beyond present levels without strain and without significant change

in the present ratio of health expenditures to total output.

a Nelson, Dr. Russel A., "The Case for Hospitals," statement before the In-
surance Commission for the State of Maryland, May 26, 1958.

^Merriam, Ida C, "Social Welfare Expenditures, 1959-60," Social Security
Bulletin, November 1961, p. 9.
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Appendix A

Table 1.

—

Population Aged 65 and Over: Number, -percent of total population, and
percentage increase, by region and Stale, April 1, 1960 and 1950

Region 1 and State

Total (including Puerto Rico and
the Virgin Islands)..

United States >

New England..

Maine
New Hampshire
Vermont
Massachusetts
Rhode Island
Connecticut

Mideast

New York
New Jersey
Pennsylvania
Delaware
Maryland
District of Columbia

Great Lakes

Michigan
Ohio
Indiana
Illinois..

Wisconsin

Plains

Minnesota
Iowa
Missouri
North Dakota
South Dakota
Nebraska
Kansas.

Southeast

Virginia
West Virginia
Kentucky
Tennessee
North Carolina...
South Carolina..
Georgia
Florida
Alabama
Mississippi
Louisiana
Arkansas

Southwest-

Oklahoma
Texas . -

New Mexico.-
Arizona

Rocky Mountain _

Montana
Idaho
Wyoming
Colorado
Utah

See footnotes at end of table.

Number of persons Percent of total
(thousands) population Percent

increase
1950-60

1960 1VDU 1960 i you

16, 684. 12, 382. 3 9.2 8 1 34.7

16, 559.

6

12, 294. 7 9. 2 8.1 34.7

1 121 8 906 6 10 7 9 7 23.

7

106 5 93 6 11 10 2 13.

9

67^7 57^8 1L2 io!s 17.2
43.7 39.5 11.2 10.5 10.6
571.6 468.4 11.1 10.0 22.0
89.5 70.4 10.4 8.9 27.2

242.6 176.8 9.6 8.8 37.2

3, 708. 2, 785. 8 9.6 8.3 33.

1

1,687.6 1,258.5 10.1 8.5 34.

1

560 4 394 9 2 8 1 42. 2
1,128'

5

886.8 io!o &4 27.3
35.7 26.3 8.0 8.3 35.8

226.5 163.5 7.3 7.0 38.5
69.1 56.7 9.0 7.1 22.0

3, 358. 5 2, 595. 9 9.3 8.5 29. 4

633.2 461.6 8.2 7.2 38. 2
897. 1 709.0 9.2 8.9 26.

5

445.5 361.0 9.6 9.2 23. 4
974.9 754.3 9.7 8.7 29. 2
402.7 309.9 10.2 9.0 29. 9

1, 720. 1, 377.

6

11.2 9.8 24. 9

354.4 2G9.

1

10.4 9.0 31.7
327.7 273.0 11.9 10.4 20.0
503.4 407.4 11.7 10.3 23.6
58.6 48.2 9.3 7.8 21.6
i L. 55.

3

10. 5 8. 5 29. 3
164.2 130.4 11.6 9.8 25. 9
240 3 194 2 11. 10 2 23.

7

3,256.4 2, 298.

1

8.4 6.8 41.7

289.0 214.5 7.3 6.5 34.7
172.5 138.5 9.3 6.9 24. 5
292.3 235.2 9.6 8.0 24. 3
308.9 234.9 8.7 7.1 31.5
312.2 225.3 6.9 5.5 38. 6
150.6 115.0 6.3 5.4 30.9
290.7 219.7 7.4 6.4 32.3
553.

1

237.5 11.2 8.6 132.9
261.1 198.6 8.0 6.5 31.5
190.0 153.0 8.7 7.0 24.2
241.6 176.8 7.4 6.6 36.6
194.4 149.0 10.9 7.8 30.5

1, 135.

7

784.6 8.0 6.9 44.7

248.8 193.9 10.7 8.7 28.3
745.4 513.4 7.8 6.7 45.2
51.3 33.1 5.4 4.9 55.1
90.2 44.2 6 '.) !, 9 103.9

367.7 270.6 8.5 7.8 35.9

65.4 50.9 9.7 8.6 28.6
58.3 43.5 8.7 7.4 33.8
25.9 18.2 7.8 6.3 42.6
158.2 115.6 9.0 8.7 36.8
60.0 42.4 6.7 6.2 41.3
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Table 1.

—

Population Aged 65 and Over: Number, percent of total population, and
percentage increase, by region and State, April 1, 1960 and 1950—Continued

Number of persons Percent of total

(thousands) population Percent
Region 1 and State increase

1950-60
1960 1950 1960 1950

Far West ._ 1,891.6 1,275.6 8.8 8.3 48. 3

Washington _. 279.0 211.4 9.8 8.9 32.0
Oreeon ... . 183.7 133.0 10.4 8.7 38.1
Nevada ... . . .. . 18.2 11.0 6.4 6.9 65.4
California 1, 370. 2 895.0 8.8 8.5 53.8
Alaska 5.4 4.7 2.4 3.7 13.6
Hawaii 29.2 20.4 4.6 4- 1 46.0

1'uerto Rico. ._ 122 2 85.6 5.2 3.9 42.8
Virgin Islands 2.2 2.0 0.9 7.5 9.7

1 The regional classification follows that now used by the Department of Commerce for analysis of personal
income by State.

2 Includes Alaska and Hawaii for 1950 as well as for 1960.

Source: Bureau of the Census, United States Census of Population: 1960, General Population Characteristics,

United Stales Summary (Final Report PC (1)-1B) August 1961.

Table 2.

—

Aged Population and Eligibility for OASI: Estimated number of persons
by age, 1964, 1970, and 1980

[In millions]

Age January 1, July 1, 1970 July 1, 1980
1904

Total population:
Total 65 vears and over... 17.9 20.2 25.3

68 years and over . 13.7 15.8 19.8
70 years and over 11.2 13.1 10.4
72 years and over

.

.. 9.1 10.7 13.5
Total 62 years and over .. 22.4 25.5 31.4

Total eligible for OASI:
Total 65 years and over. 14.4 17.1 22.6

68 years and over 10.5 13.2 17.6
70 years and over. 8.6 10.7 14.4
72 years and over 0.7 8.8 12.0

Total 62 years and over. 18.2 21.5 27.9

Source: 1970 and 1980—Chief Actuary, Social Security Administration; 1964—Actuarial Branch, Division
of Program Analysis, Bureau of Old-Age and Survivor's Insurance, Social Security Administration.
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Table 3.

—

Aged Population Eligible for OASI: Estimated number of persons aged
65 and over, by State, January 1, 196

'4

[In thousands]

State of residence

Total

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

Number 1

14, 448

195
4

83
148

1,191
122
233
33
47
535
208
27
53

856
410
276
198
239
156
96
189
505
624
304
137
404

State of residence

Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina _

North Dakot;i...
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina..
South Dakota...
Tennessee
Texas
Utah
Vermont
Virginia
Washington
West Virginia...
Wisconsin
Wyoming
Puerto Rico
Virgin Islands...

1 Excludes eligible persons residing outside the United States and about Yt million eligible under the
railroad retirement program.

Source: Bureau of Old-Age and Survivors Insurance, Social Security Administration.

Table 4.

—

Aged Population Receiving OASDI and OAA Benefits: Number and
percent of aged population, June 30, 1961

Total number Percent of aged population

State of residence 1

OASDI
OASDI OAA OASDI OAA or OAA

or both

Total 11,256, 125 2, 296, 190 65.7 13.4 74.9

Alabama

...

. 149,941 99, 881 56.2 37.4 84.2
Alaska 3,326 1,420 57.3 23.7 72.3
Arizona 57, 784 14, 136 59.6 14.6 69.6
Arkansas 115,814 56,414 58.8 28.6 82.1
California 911,147 253,937 63.7 17.8 72.6
Colorado .. . _. 94, 898 51, 270 58.6 29.3 75.7
Connecticut 182, 838 13, 871 73.1 5.5 76.1
Delaware ... - 25, 364 1,205 68.6 3.3 71.0
District of Columbia . . 37, 158 3,045 53.1 4.4 56.0
Florida 375, 772 70, 100 62.4 11.6 69.7

Georgia 159, 260 95, 325 53.6 32.1 79.5
Hawaii 20,332 1,439 67.8 4.8 71.4
Idaho 41, 858 7,253 69.8 12.1 77.8
Illinois 672, 656 70, 259 67.3 7.0 72.3
Indiana 327,065 26, 157 72.4 5.8 76.7
Iowa 221, 542 33, 480 66 . 9 10.1 73.9
Kansas... ..

..

... 157, 126 27, 531 64.4 11.3 72.7
Kentucky 189. 106 55, 727 63.9 18.8 78.7
Louisiana . 118, 673 126, 040 47.9 50.8 82.9
Maine 78, 561 11,072 73.4 10.3 79.7

See footnote at end of table.
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Table 4.

—

Aged Population Receiving 0A8DI and OAA Benefits: Number and
percent of aged population, June 30, 1961—Continued

State of residence 1

Total number Percent of aged population

OASDI OAA OASDI OAA
OASDI
or OAA
or both

Maryland - 145,665 9, 615 62.5 4.1 65.6
Massachusetts - 405, 306 62, 766 69.9 10.8 75.0
A/T if*hican 486,718 56, 494 73.9 8.6 79.5
Minnesota 238, 578 45, 627 65.7 12.6 74.3
Mississippi 106 900 81, 132 55.7 42.3 85.7
Missouri 320, 785 113,361 62.7 22.1 77.3
Montana 44,999 6, 484 67.2 9.7 73.6
Nebraska 109, 814 14, 377 65.8 8.6 72.2

11,577 2, 535 60.9 13.3 67.1
New Hampshire 50, 497 4, 834 74.3 7.1 78.6

New Jersey At Q Q£9HO, ODO 72.

1

O. O 74.

2

New Mexico 28, 936 11,061 53.6 20.5 70.3
New York 1,219, 081 61,297 70.3 3.5 72.5
North Carolina 209, 457 47, 593 65.5 14.9 77.7
North Dakota... 39, 762 7,075 67.4 12.0 76.4
Ohio 621, 809 89, 814 6S.0 9.8 74.5
Oklahoma 137, 520 88,161 54.4 34.8 80.0
Oregon __ 137, 691 16, 469 72.9 8.7 78.3

807, 802 49, 977 70.2 4.3 73.2
69,017 6, 615 75.8 7.3 79.9

South Carolina 90, 741 30, 928 59.3 20.2 77.9
48, 687 8, 479 66.7 11.6 75.4

Tennessee 187,444 53, 995 59.5 17.1 74.5
Texas 426, 550 220, 594 55.2 28.5 76.4
Utah 40,682 7, 516 65.6 12.1 74.4

30, 825 5,611 70.1 12.8 78.3
Virginia 186, 605 14, 459 63.3 4.9 67.6
Washington 196, 302 46, 930 68.9 16.5 78.6
West Virginia 119, 71fi 18, 67S 69.2 10.8 78.8

298, 321 33, 542 72.4 8.1 77.8
17,292 3, 105 64.0 11.5 71.0

Puerto Rico 61,714 37, 926 49.0 30.1 79.0
738 527 32.8 26.4 59.1
20 99 1.8 9.9 11.7

' Distribution by State estimated for OASDI beneficiaries.

Source: Bureau of Family Services and Bureau of Old-Age and Survivors Insurance, Social Security
Administration.
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Table 5.

—

Persons Aged 65 and Over in the United States With Money Income:
Estimated number and distribution of persons by type of money income, June
1961 >

Type of money income
Number (in thousands) Percent of total

Total Men Women Total Men Women

Total population aged 65 and over

Employment, total '

Employment and no income from public pro-

17, 130 7, 760 9,370 100.0 100.0 100.0

4, 1(1(1 2, 290 1,810 23.9 29.5 19.3

910
2,610

580

630
1,230

430

280
1,380

150

5.3
15.2

3.4

8.1
15.9

5.5

3.0
14.7

1.6

Employment and social insurance benefits
Employment and payments under other public
programs

Social insurance (retirement and survivor) benefits,
total a * 12, 430 6, 940 6, 490 72.6 76.5 69.3

Benefits and no earnings or veterans' or public
assistance payments 7,950

1,090
780

3,660
710
340

4,290
380
440

46.4
6.4
4.6

47.2
9.1
4.4

45.8
4.1
4.7

Benefits and veterans' payments
Benefits and public assistance

Veterans' pension or compensation, total *

Veterans' payment and no earnings or social

insurance :

Public assistance, total 9

Public assistance and no earnings or payments
under other public programs

No income from employment or public programs

1,890 1,110 780 11.0 14.3 8.3

310 30 280 1.8 .4 3.0

2,400 820 1,580 14.0 10.6 16.9

1,510 420 1,090 8.8 5.4 11.6

1,390 310 1,080 8.1 4.0 11.6

' The 50 States, the District of Columbia, Puerto Rico, and the Virgin Islands.
• Includes 3,200,000 earners and an estimated 900,000 nonworking wives of earners. The figures on earners

differ from those published by the Bureau of Labor Statistics, not only because of the inclusion of Puerto
Rico and the Virgin Islands but, more important, because they take account of the larger-than-expected
number ofpersons aged 65 and over reported in the Decennial Census and not yet reflected in the population
totals shown in the Monthly Reports on the Labor Force.

1 Includes persons with income from one or more of the following sources: old-age, survivors, and disability
insurance, railroad retirement, and Government employee retirement as follows:

Type of money income
Number (in thousands) Percent of total

Total Men Women Total Men Women

Old-age, survivors, and disability insurance-
Railroad retirement

11,260
640

1,040

5, 389
320
520

5,880
320
520

65.7
3.7
6.1

69.4
4.1
6.7

62.8
3.4
5.5Government employee retirement

Excludes persons with benefits under unemployment or temporary disability insurance or workmen's
compensation programs.

* Includes estimated number of beneficiaries' wives not in direct receipt of benefits.
1 Includes a small number receiving supplementary public assistance.
• Old-age assistance recipients and persons aged 65 and over receiving aid to the blind or to the permanently

and totally disabled, including a relatively small number receiving vendor payments for medical care but
no direct cash payment under either old-age assistance or medical assistance for the aged.

Source: Lenore A. Epstein, "Sources and Size of Money Income of the Aged," Social Security Bulletin,

January 1962.
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Table 6.

—

Money Income of Families: Distribution by amount for families with
head aged 65 and over, by source of income, and number of earners, 1960

[Noninstitutional population of the United States]

Money income class Total
No
earn-
ings 1

Some earnings

And
other
income

No
other
income

1 earner
2 or
more

earners

Total...

Under $2,000

Under $1,000.

100.0 100.0 100.0 100.0 100.0 100.0

31.4 53.6 19.8 18.7 23.3 13.

1

9.2
10.3
11.9

15.4
16.4
21.8

5.0
7.3
7.5

10.9
5.6
2.2

7.2
8.0
8.1

3.5
5.5
4.

1

$1,000 to $1,499...

$1,500 to $1,999

$2,000 to $3,999.

$2,000 to $2,499

$2,500 to $2,999

$3,000 to $3,999

$4,000 and over

$4,000 to $4,999.

$5,000 to $6,999

$7,000 to $9,999
$10,000 and over

Median income.

32.4 37.0 31.1 24.8 34.6 22.6

11.6
8.8

12.0

18.8
9.4
8.8

8.5
9.0
13.6

4.9
5.3

14.6

10.

1

9.4
15.1

4.0
7. 1

11.5

36.1 9.3 49.2 56.6 42.1 64.2

8.4
11.3
8.5
7.9

3.8
2.6
1.4

1.5

10.8
16.0
11.4
11.0

10.9
15.6
17.0
13.1

11.5

15.6
8.6
6.4

9.8
16.7
19.0
18.7

$2, 897

100.0

$1,916

35.8

$3, 925

54.4

$4, 571

9.9

$3, 423

40.9

$5, 519

23.4Percent distribution

i Includes a small group with no income.

Source: Bureau of the Census, Current Population Reports: Consumer Income, Series P-60, No. 37, "In-
come of Families and Persons in the United States: 1960," January 17, 1902, and related unpublished data.

Table 7.

—

Money Income of Persons 65 and Over: Distribution by amount and sex,

1960

[Noninstitutional population of the United States]

Money income class Total i Men Women

Total _ 100.0 100.0 100.0

Less than $1,000 _. 52.6 27.1 73.9
Zero 14.5 3.6 23.6
$1 to $499 11.7 5.5 16.8
$500 to $999 26.4 18.0 33.5

$1,000 to $1,999 23.7 32.0 16.8
$1,000 to $1,499. 15.3 20.1 11.2
$1,500 to $1,999 _ 8.4 11.9 5.6

$2,000 to $2,999 10.2 17.3 4.2

$3,000 to $4,999 7.2 11.8 3.4
$5,000 or more. _ 6.3 11.8 1.7

Median income, all persons.. $950
1,150
3,630

$1,620
1,698
4, 115

$640
821

2,838
Income recipients
Year-round, full-time workers

i The distributions for men and women were combined using population figures estimated in the Divi-
sion of Program Research by updating the decennial census counts after adjustment to exclude institutional
inmates.

Source: Bureau of the Census, Current Population Peports: Consumer Income, Series P-60, No. 37, "In-
come of Families and Persons in the United States: 1960," January 17, 1962, and related unpublished data.

116



flCO

cn co r- I

CO Tj>

i - —^ o
CN .-I

CO CO tT"

0> CO

cocncn

13 ©
c3

,

00 00 3
MlHf-i

"S °

teg

id vo

NCOO
CO CN CO

T3 O

Kg

tt, a.

Kg

C CO o
00 CO iC

CN CM

CO CO oi

OOO
t»5 06 06

»0 I 1— eO 00

co ci 00

<-t o r-

oi

CO CO Oi

iC cO 10 »C

r^H »0

CO I CO 1

o> to t—

lO(DU9 CO CO

« CN »C

N00O
CO CD CN

Oi ^ Oi CO

t-^ oi >d id

COO
<N CO

IC iO iO

CO CO oi

00 ^ 00 CO

O

Kg

cn co as

c»6h
I coaoo

00 <-» 06

01 o 01 >
o; oj o> o

** s s
fc o o

OOO

S 2

8§

117



Table 9.— Total Assets: Distribxdion of spending units irith head 65 and over

according to type by value of assets, 1960

Value of assets
Total
assets

Liquid
assets

Corporate
stock

Equity in

home
Other real

estate
Unincor-
porated
business

Do not own
Own

Less than $1,000

1,000 to 4,999

5.000 to 9,999

10,000 to 24,999..

25,000 and over
Not ascertained

Total..
Median, all spending units
Median, holders only

(') 0)

100
$8,000
$9, 400

100
$1,000
$3,000

100

$7,500

100
$4,700
$9, 700

100

$8, 300

97

3

()
(>)

()

0)

(
!
)

100

' No cases reported or less than one-half of 1 percent.
1 Too few cases.

Note.—Details may not add to totals because of rounding. There were 425 cases in the sample.

Source: University of Michigan, Institute for Social Research, Survey Research Center, 1960 Survey of
Cormimer Finances (1961).

Table 10.

—

Savings and Health Insurance: Distribution of couples with head aged
65 and over and other persons aged 65 and over according to savings and insurance
coverage by money income, 1959

[Noninstitutional population of the United States]

Money income class Total

Less than $5,000 in
savings

No health
insurance

Health
insurance

$5,000 or
more in

savings

COUPLES WITH HEAD 66 AND OVER

Total —
Under $2,000
$2,000 to $2.999
$3,000 to $4,999
$5,000 to $7,499
$7,500 and over

OTHER PERSONS 66 AND OVER

Total

Under $1.000
$1,000 to $1,999
$2,000 to $2,999...
$3,000 and over

100 29

100
100
100
100

100

1(10 62 23

too
Km
1110

1110

29

12
24
28
41

77

11

IS
2S

20

Source: University of Michigan, Institute for Social Research, Survey Research Center, unpublished
data.
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Table 11.

—

Hospital Costs: Distribution of costs of hospital care for hospitalized
aged OASI beneficiaries by marital status and insurance status, 1957

Cost of hospital care >

Married couples 1 Nonmarried beneficiaries

All'
hospi-
tals

General hospitals *

All"
hospi-
tals

General hospitals 4

Total

With
no hos-

pital

insur-
ance s

With
hospital
insur-
ance s

Total

With
no hos-
pital

insur-
ance

With
hospital
insur-
ance

Total hospitalized

Costs reported

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

72.5 73.9 65.3 80.3 70.4 70.0 55.4 84.2

Less than $100
$100 to $199
$200 to $299
$300 to $399
$400 to $499
$500 to $999
$1,000 to $1,499
$1,500 to $1,999
$2,000 to $2,499

13.6
16.5
10.5
6.0
5.7

11.7
3.8
2.4
1.0
1.2

14.2
17.7
10.9
6.0
6.2

11. 7
3.7
2.0
.7
.7

16.2
17.9
9.8
4.0
5.2
8.

1

2.3
1.7

12.7
17.5
11.8
7.4
7.0
14.4
4.8
2.2
1.3
1.3

16.8
12.3
6.9
6.9
3.6

11.

1

5.

1

4.2
2.4
1.2

20.4
15.2
8. 1

7.4
3.7
11.1
2.2
1.

1

.4

.4

20.8
13.8
6.9
4.6
1.5
5.4
.8
.8

20.

1

16.5
9.4

10.

1

5.8
16.5
3.6
1.4

.7
$2,500 or more .8

Costs not reported •

Nongovernmental hospitals
State, county and city hospitals
Federal hospitals

27.5 26.1 34.7 19.7 29.6 30.0 44.6 15.8

15.

1

10.3
2.2

15.4
9.0
2.0

17 3
14. 5

3.5

14.

4.8
.9

14.7
12.3
3.0

15.9
10.4
3.7

19.2
19.2
6.9

12.9
2.2
.7

1 Aged beneficiary and spouse, whether or not entitled to benefits (spouse may be under 65).
J Hospital costs do not include fees of surgeon or inhospital physician. For married couples, includes

hospital costs of the hospitalized member. If both were hospitalized, data tabulated represent the combined
costs for both members.

3 Includes chronic-care institutions and nursing homes.
4 Includes short-stay special hospitals.
» For the hospitalized person. If both spouses were hospitalized, but only one insured, the couple is

classified in the "with insurance" category.
8 In many cases, includes some "free" care, i.e., no bills rendered to anyone, or vendor paid directly by

public assistance or other agency.

Source: Bureau of Old-Age and Survivors Insurance, Social Security Administration, 1957 National
Survey of Old-Age and Survivors Insurance Beneficiaries.
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Table 12.

—

Hospitalization and Total Medical Costs: Distribution of total medical
costs for the year incurred by aged OASI beneficiaries with a general hospital slay,
by marital status and insurance status, 1957

Married couples 1 Nonmarried beneficiaries

Total medical costs incurred 2

With no With With no With
Total hospital hospital Total hospital hospital

insurance 3 insurance 3 insurance insurance

Total hospitalized <_ 100. 100.0 100.0 100.0 100.0 100.0

Costs reported.. 81.3 75.

1

86.0 71.5 61.5 81.3

Less than $100 1.2 2.3 .4 2.2 3.1 1.4
$100 to $199 3.7 4.6 3.1 11.5 10.0 12.9
$200 to $299 5.7 5.2 6.1 9.3 11.5 7.2
$300 to .$399 8.0 6.9 8.7 7.0 6.2 7.9
$400 to $499 9.5 8.7 10 7.0 4.6 9.4
$500 to $999 25.

1

24.3 25.8 18.9 15.4 22.3
$1,000 to $1,499 13.9 12.1 15.3 8.5 4.6 12.2
$1,500 to $1,999 6.7 4.0 8.7 3.7 4.6 2.9
$2,000 to $2,499 ... 3.2 4.0 2.6 1.5 2.9
$2,500 or more 4.2 2.9 5.2 1.9 1.5 2.2

Costs not reported J 18.7 24.9 14.0 28.5 38.5 18.7

Nongovernmental hospitals... 10.2 10.4 10.0 14.4 13.1 15.8
State, county and city hos-

pitals 0.2 11.0 2.6 10.0 18.5 2.2
Federal hospitals. 2.0 3.5 .9 3.7 6.9 .7

Two stays involving two
kinds of ownership .2 .4

1 Aged beneficiary and spouse whether or not entitled to benefits (spouse may be under 65).
2 For the survey year. For married beneficiaries, represents total medical costs for the couple.
3 For the hospitalized person. If both spouses were hospitalized, but only one insured, the couple is

classified in the "with insurance category."
* In general hospital, including short-stay special hospital.
5 In many cases, includes some "free" care, i.e., no bills rendered to anyone, or vendor paid directly by

public assitance or other agency.

Source: Bureau of Old-Age and Survivors Insurance, Social Security Adminstration, 1957 National
Survey of Old-Age and Survivors Insurance Beneficiaries.
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Appendix B

Table 13.

—

Old-Age Assistance: Recipients, total payments, and average money and
vendor payments per recipient, by Stale, January 1, 1962

Statpo i tile

Kiinihpr nfIN Ml 1 11 1'Cl UL
rpni nipntQi c i_ i \j it. ii lo

Total
1 1 1 '. '.

nu \r 1 lion t gpay iMBUia

Average payment per recipient
Vendor

paymerits
as percent
nf tntalUL IUICV1x otal

JVloney
payments

to
recipients

XT AVendor
payments
for medi-
cal care

Total 1

Alabama
Alaska

9 9^8 4S0 51160 100 ^70 •Mo. 4O 18.

7

100, 185
1, 401

13' 945

6, 038, 900
97 314

828* 626

60 28
69 46
59 42

55 44
69 46
59 42

4 83 8.0

Arizona
— . -—

Arkansas 55, 640 2, 821, 927 50. 72 43 63 1 . uy 14.

California 252^ 043 25 441 412 100 94 cfl 1 100. 10 12. 7
Colorado 1 50, 002 4^ 873* 165 97 46 80. 52 16 94 17.4
Connecticut 13, 906 1 489* 286 107 10 45 81 01.m 57.

2

Delaware 1 156
' 56* 893 49^22 4ft 22

District of Columbia 3* 032 205*, 898 67.91 55. 09 12.81 18.9
Florida 7(>' 239 4 177 373 59 47 46 69 12 79 21.5

Georgia. 93,657 4,353,392 46 48 46. 35 . la 0.3
Hawaii l t 239 77, 217 50 07 12 26 19.7

5*. 989 412' 894 AQ OA 61 35 7 59 11.0
Illinois 68* 005 5, 615,074 oL. 0/ 46 35 36 22 43.

9

Indiana 25*327 1 666 318 do. /y ~\ 00 32.5
32 532 2 793 971 58 31

AC
32.

1

Kansas 26, 666 2 243 131 84. 12 69. 17 14. 95 17.

8

Kentuckry 55 796 2 970 319 58. 24 50.24 3.00 5.

6

Louisiana- 126 601 75. 57 65.93 9.63 12. 7
Maine 11 169 773 289 69. 24 47. 74 21. 50 31.

1

Maryland 9,505 617,843 65. 00 59. 41 5. 59 8.6
61 648 I; Iftt (IRQ 82. 78 67. 99 14. 79 17.

9

\A ii^hi tn»n 54 458 4 tin 07fi 79. 51 66c 53 12. 99 16.

3

ft/T innocnto 44 624 a nsn SS9 91. 45 46. 50 44. 95 49.

2

~\A i i ctnnni 79 749 9 78ft ^dl 34. 97 33. 64 1. 33 3.8
T\/1 iccftnri 111 121 6 727 119 60. 54 55. 29 8.

7

6 347 417 918 65. 84 65. 61 . 24 0.

4

13 931 1 0^7 QQQ 75. 95 48. 01 27. 93 36.

8

^Nevada 2 530 OAT. AQK 81.70 66.06 15.64 19.

1

Moid WQTnnehirO 4 726 424 515 89.83 67.83 21.99 24. 5

New Jersey 18,566 1,745,756 94. 03 53. 56 40. 47 43.0
New Mexico 10,884 758. 473 69.69 55.86 13.83 19.8
Wow ^^rtrlr 59 271 i QO^l flQAit y.o, uyu 83.06 66. 66 16 40 19 7

46 498 010 004 49.82 44.82 5.00 10
North Dakota.. 6^ 385 522, 911 81.90 60. 21 21.69 26.

5

Ohio 88,777 7,023,691 79.12 64.00 15. 12 19.1
Oklahoma 86,742 7, 164, 797 82.60 67.59 15.01 18.2
Oregon 16,099 1,363,006 84.66 50.70 33.96 40.1
Pennsylvania 49,077 3, 292, 783 67.09 62.85 4.24 6.3
Rhode Island 6,375 519, 715 81.52 66.52 15.00 18.4

South Carolina 29,685 1,306,696 44.02 38.60 5.42 12.3
South Dakota 8,397 637,253 75.89 64.01 11.88 15.7
Tennessee 52, 058 2,338,346 44.92 40.22 4.70 10.5
Texas „. ... . _ 219, 158 13,887,113 63. 37 54.38 8.98 14.2
Utah. 6,932 553, 584 79.86 51.73 28. 13 35.2
Vermont 5,518 405, 587 73.50 47.99 25.52 34.7
Virginia. 14, 312 774, 890 54. 14 41. 34 12.80 23.6
Washington. 45, 551 4, 145, 058 91.00 55. 32 35.68 39.2
West Virginia 17, 944 745, 823 41.56 34.60 6.96 16.7
Wisconsin 32, 563 2,942,096 90. 35 36.44 53.91 59.7
Wyoming 2, 859 223,326 78.11 64. 14 13. 97 17.9

Puerto Rico 37,045 325, 878 8.80 8.33 .46 5.2
Virgin Islands 539 17,985 33. 37 30.24 3.12 9.3
Guam 116 2,086 17.98 17.98

1 Includes 3,658 recipients aged 60-64 in Colorado and payments of $308,011 to these recipients. Such
payments were made without Federal participation.

Source: Bureau of Family Services, Social Security Administration.
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Table 14.

—

Old-Age Assistance: Provision of major types of medical care to re-

cipients of old-age assistance and methods of payment by State, October 1, 1961

Physicians' services Dental care

State Hos-
pital

Hospital
Fill- Ex-

Den-
tures

Pre-
scribed

Nurs-
ing
home

care Office

visits

Home
calls In-

patient
Out-

patient

ings trac-

tions
andden-
ture
repair

drugs care

Alabama V V

Arizona
Arkansas V V V V V B* V
California M* V V V V V V V M
Colorado V V V V V V MV
Connecticut - V V V V V V V V
Delaware. - M* M* M* M« M* M* M* M* M*
District of Co-
lumbia V V V V V V M]

Florida V M* B* V

M*

Hawaii V V V V V V V V M
v V V V
V V V V V V V V V MV

Indiana 1 V V V V V V V V V MV
Iowa V V V V V V V V
Kansas 1 V V V V V M M M V M
Kentucky V V V V V V M*
Louisiana V V V V B« V
Maine V V

Maryland V V V V V V V V B*
Massachusetts V V V V V V V V
Michigan V M* M* M* M* M* M* M* M*
Minnesota V V V V V V V V V MV
Mississippi V M*
Missouri ' V M* M* M* M* M* M* M* M* V
Montana V V V V V V
Nebraska V M* M* M* M* M* M* M* M* V
Nevada M V V V V V V V M
New Hampshire... V V V V V V V V V B«

M M M M M M V
New Mexico V V V V V V V V V
New York 1 V V V V V V V V V MV
North Carolina V M
North Dakota V V V V V V V V V V
Ohio V V V V V V V V V M
Oklahoma V V V V MV
Oregon V V V V V V V V V V

V V V V V V V M
V V

Rhode Island V V V V V V V M
South Carolina V M* V
South Dakota V V V M M M

V MV
Texas M* M* M* M* M* M* M* M* M* M*
Utah V V V V V V V V V V
Vermont... V V V V
Virgin Islands V V V V V V
Virginia V M M M M M M M V
Washington V V V V V V V V V B*
West Virginia V V V V V V V V V M»
Wisconsin V V V V V V V V V V
Wyoming 1 V V V V MV

1 Medical care provisions in Indiana, Kansas,
New York, and Wyoming are based on individual
county (or welfare district) plans, subject to State
review; hence there is some area variation in the
method of paying for a given service but the scope,
content, and general policies are applicable to all

jurisdictions within the State.
3 Missouri has an additional maximum $100 for

completely bedfast or totally disabled persons.

CODE
V—Vendor payments to suppliers of medical care.

M—Money payment to recipient.

M*—Money payment to recipient, subject to maxi-
mum on money payment.

MV—Combined money and vendor payment.
B—Both methods used, each In particular situa-

tions.

B*—Same as B, but money payment is subject to

a maximum.

Source: Bureau of Family Services, Social Security
Administration.
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Table 14 (Continued).

—

Limitations (excluding those which can be lifted by
administrative action)

Hospital care:

Alabama: Acute conditions and major injury only; 15 days per fiscal year.
Arkansas: Acute conditions primarily; 30 days per year. Up to 90% of costs up to $20 per day.
California: 2 months except for diagnoses.
Colorado: Critical or serious conditions or with prior approval.
Florida: Acute conditions only; not to exceed 30 days in 12 months' period.
Kentucky: Acute and life-endangering conditions only; 6 days per admission.
Maine: 45 days per year. Not to exceed $20 for first 10 days, $15 for remaining 35 days.
Mississippi: Acute conditions only; 15 days per year. $15 per day maximum.
Missouri: Medical emergency or acute serious illness only; 14 days per admission.
Montana: Only for remedial eye care for prevention of blindness or restoration of sight.
Nevada: Room and board only, up to $75 per month.
New Mexico: Primarily for life-endangering illness, accidents, relief of severe pain, and diagnostic
procedures.

North Carolina: Up to $16 per day.
North Dakota: 60 days per year.
Oklahoma: Life-endangering, emergency conditions, and sight-endangering conditions only.
South Carolina: Acute conditions only; 40 days per year.
South Dakota: 30 days per admission.
Tennessee: Acute conditions only; 10 days per admission with a maximum of 30 days in any year (85%
of reimbursable cost).

Utah : 30 days per admission. Essential care.
Vermont: 30 days per admission or within a quarter.
Virginia: 28 days per year. Maximum $24.65 per day.
West Virginia: Acute conditions 30 days per year; defined remedial care as needed.

Physicians' services:

Arkansas: 2 home visits per month to patients in nursing home, 2 office or clinic visits per month for
all others.

Colorado: As a standard, same number of visits as is set in Blue Shield policy, plus 2 additional visits

per quarter, home or office; for patients in nursing homes, 12 visits per quarter.
Illinois: Acute conditions: homo visits. 1 daily per week; office visits, 6 per 30 days. Long term condi-

tions: 2 home visits or 2 office visits per month. Inpatient hospital calls also limited.
Kentucky: Payment will be made for 2 visits per month per patient.
Louisiana: Only for persons with approved medical care plan for treatment of serious continuing Illness

requiring care for relief of severe suffering or for correction of or prevention of permanent impairment.
Montana: Limited to ophthalmoloeist (and optometrist) for prevention of blindness and restoration of

sight.
Nebraska: Acute illness, 1 per day; for chronic conditions, 1 per week.
New Hampshire: Home, office, or clinic: for chronic illness, 2 calls per month. Hospital, inpatient: 14

calls per 30 days of hospitalization.
North Dakota: For patients in hospital for more than 30 days, payment will be made for not more than

3 calls per week.
Ohio: For acute conditions, 10 calls per month; for chronic, 2 calls per month.
Oklahoma: Outpatient clinic, for acute injury only; home or hospital, no limitation on condition.
Pennsylvania: For chronic illness, 3 calls per month. For acute, no limit.
Rhode Island: For chronic illness, 2 per month. For acute conditions, as needed.
South Dakota: Limited to 14 visits per year.
Texas: Only for chronic illness. $6 per month except for cancer and certain eye conditions.
Utah: Limited to 4 calls in 60 days for chronic conditions.
Vermont: Limited to 12 necessary visits in any calendar quarter.
Virgin Islands: Home calls made only to patients under the Home Care Program.
West Virginia: Services relating to acute and life-endangering conditions or those which enable an

increase in self-support and self-care, or strengthen family life.

Dental Services:
Arkansas: Relief of pain and X-ray and dental surgery in approved clinics.

Hawaii: Emergency care only.
Kansas: Dentures and bridges only when ordered by a physician.
Kentucky: Only for relief of pain and treatment of acute infection; $16 per month, $48 per year.
Maryland: Dentures limited to replacement and repairs.

Michigan: Services other than those related to dentures included only when recommended by a physi-
cian as part of other medical procedures.

North Dakota: Dentures and bridgework provided only if extraction of recipient's teeth occurred
within previous 5 years.

New Mexico: Limited to relief of pain and infection.

Oklahoma: Only services performed in licensed general hospital for life-endangering conditions involv-
ing fractures, infections, and mouth tumors.

Puerto Rico: Only as included in hospital care.

South Dakota: Up to $55 for purchase or repair of dentures.
Texas: Up to $40 for cost of dentures; other services planned for only as part of treatment for chronic

illness, maximum of $40.

West Virginia: Emergency and defined remedial care.

Prescribed Drugs:
Arkansas: Drugs dispensed by approved outpatient clinic or for patient in nursing home up to $5 per

month.
Colorado: Only for patients in nursing homes.
Puerto Rico: Only for drugs prescribed while person is hospitalized.

South Carolina: Verified cost of drugs up to a maximum of $15 per month per individual for chronic

conditions. For non-chronic conditions, up to $5 per month may be budgeted monthly and payment
prorated over 12-month period.

South Dakota: As prescribed on a continuing basis for treatment of heart conditions, diabetes, and
anemia.

Texas: Treatment for chronic illness only.

Utah: Essential needs up to $20 per month.
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Table 14 (Continued).—Limitations (excluding those which can be lifted by
administrative action)

Nursing Home Care:*
Alabama- $125 monthly maximum.
Arkansas: $90 monthly maximum.
California: $110 monthly maximum.
Colorado- $195 monthly maximum.
Delaware: $75 monthly maximum.
Florida: $100 monthly maximum.
Georgia: $65 monthly maximum.
Kentucky: $110 monthly maximum.
Maine: $180 monthly maximum.
Maryland: $116 monthly maximum. In addition, nursing home care paid for by vendor payment in

5 chronic care homes.
Massachusetts: Short-term care only.
Michigan: $90 monthly maximum.
Mississippi: $40 monthly maximum.
Missouri: $05 monthly maximum; $100 if recipient Is completely bedfast or totally disabled.
Montana: Only for remedial eye care.
Nevada- $135 monthly maximum.
New Hampshire: $165 monthly maximum. Vendor payment for care in public nursing homes; money
payment for care in private nursing homes.

New Jersey: $180 monthly maximum; $190 in exceptional cases.
North Carolina: $175 monthly maximum; limited to post-hospital care.
North Dakota: Limited to 30 days per year (long-term care under MAA).
Oklahoma: $129 monthly maximum plus room and board.
Oregon- $192 monthly maximum.
Pennsylvania: $165 monthly maximum.
Rhode Island: $185 monthly maximum.
South Carolina: $150 montnly maximum; limited to post-hospital care.
Tennessee: $80 monthly maximum.
Texas: $71 monthly maximum.
Utah: $200 monthly maximum.
Vermont: $165 monthly maximum.
Virginia: $150 monthly maximum.
Washington: $191 monthly maximum.
West Virginia: $100 monthly maximum.
Wyoming: $180 monthly maximum.

Table 15.

—

Old-Age Assistance: Welfare department arrangements with health
departments. Blue Cross, Blue Shield, or other groups for provision of services
to old-age assistance recipients

State Health Department Arrangements
Alabama Health department has contracted with the welfare department

to perform certain specified services relating to hospital care
for OAA recipients.

District of Co- Health department administers the D.C. General Hospital which
lumbia. provides virtually all hospital inpatient and outpatient care

to indigent persons and in addition operates a program
whereby physician home calls to indigent persons are provided
by a number of "District" physicians employed for this pur-
pose. The welfare department reimburses the health depart-
ment for inpatient and outpatient care provided to OAA
recipients.

Florida State Board of Health acts as the fiscal agent of hospitals; it

pays the hospitals for services provided to OAA recipients
and is reimbursed by the welfare department. In Kentucky
the State Health Department provides professional guidance
on medical aspects of the welfare medical program.

Maryland The State Health Department handles all aspects of medical
care for welfare recipients except in Baltimore County ; in

Baltimore these functions are performed by the Baltimore
Health Department.

The State Welfare Department pays the two health depart-
ments a stipulated amount per month for each welfare recipi-

ent; the health departments pay hospitals, physicians, den-
tists and other suppliers for services provided.

Puerto Rico— The Health Department operates most of the large hospitals
on the island—hospitals which provide over 50 percent of all

patient days of care in general hospitals. The Health
Department's hospitals provide inpatient and outpatient care
(including the services of the medical staff) to all welfare
recipients, and are paid by the welfare department for serv-
ices to OAA recipients. A similar arrangement exists in the
Virgin Islands where the Health Department of the Territory
operates all hospitals on the Islands.

Source : Bureau of Family Services, Social Security Administration.
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Table 15.

—

Old-Age Assistance: Welfare department arrangements with health

departments, Blue Cross, Blue Shield, or other groups for provision of services

to old-age assistance recipients—Continued

State Blue Cross, Blue Shield, or Other Arrangements

Colorado The Welfare Department has contracted with the Blue Cross
and Blue Shield plans, acting as the fiscal agent for the hos-

pitals and doctors, respectively, to pay hospitals and physi-

cians for services provided to old-age pensioners. The Wel-
fare Department supplies a list of these to Blue Cross-Blue
Shield and pensioners are provided with identification cards.

Upon admission of a pensioner the hospital applies to the Blue
Cross plan for confirmation of eligibility in the same way as
for Blue Cross members. Blue Cross pays the hospitals on
the same basis as for its own members and is reimbursed for

its administrative expenses at the rate of $2 for each claim
paid. Blue Shield pays physicians in the same manner as for

its own members and is reimbursed by the welfare depart-
ment for its outlays together with a payment to cover admin-
istrative expense.

Kansas Welfare departments in 23 counties have entered into group
prepayment contracts with the local medical society ; the wel-
fare department pays a stipulated amount per recipient per
month to cover a defined content of care and the medical
society in turn contracts with and pays local hospitals, physi-
cians and pharmacists for services provided to recipients.

Mississippi State Welfare Department has an agreement with the Mississippi
Hospital and Medical Service (Blue Cross) which acts as
fiscal agent for the hospitals. Admission notices and billings

are reviewed by the Blue Cross, but payments are made by
the Department of Public Welfare directly to hospitals.

Nevada State Welfare Department has a group prepayment plan con-
tract with the State Medical Association covering physicians'
services, dental care and drugs, and another prepayment
contract with the State Optometric Association covering the
services of optometrists. The Welfare Department pays a
stipulated amount per recipient per month. The professional
associations under contract have responsibility for fee sched-
ules, proportion of payment when necessary, audit, medical
review of services and practices, and paying physicians,
dentists, optometrists and druggists for services and drugs
supplied.

New Mexico Welfare Department has a contract with the State Pharmaceuti-
cal Association. Pharmacists submit their bills to the latter
association which prices them according to a pricing formula
and submits them to the Department of Public Welfare; the
latter makes payment to the individual pharmacists.

South Dakota. State Welfare Department has agreements with the Blue Cross
and Blue Shield plans in accordance with which these plans
pay hospitals and physicians, respectively, for services pro-
vided to welfare recipients. The same type of arrangement
exists in Utah.

Texas Effective January 1962, the Welfare Department contracts with
the Texas Blue Cross and Blue Shield plans for hospital care
and for surgical, physician inhospital visits and X-ray and
laboratory services for all OAA recipients. The department
pays .$8.68 per month per recipient. For this the plans pro-
vide 15 days of hospital care per admission with half benefits
thereafter and the specified physician services. If, after six
months' experience, the amounts paid out by the Blue Cross
and Blue Shield plans are less than 97 percent of the pre-
miums—3 additional percent being allowed for administra-
tive expenses—benefits will subsequently be adjusted upwards.
If the costs to Blue Cross-Blue Shield are more than the
premiums receivd, the plans bear any loss.
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Table 15.

—

Old-Age Assistance: Welfare department arrangements with health
departments. Blue Cross, Blue Shield, or other groups for provision of services
to old-age assistance recipients—Continued

State Blue Gross, Blue Shield, or Other Arrangements
Washington— State Welfare Department purchases medical and dental serv-

ices for recipients through Washington Physicians' Service
and Washington Dental Service, respectively. Washington
Physicians' represents the County Medical Service Corpora-
tion or Bureaus which have signed agreements with individual
physicians to participate in the Public Assistance Medical
Program. Washington Dental Service represents individual
dentists who have signed agreements to participate in the
dental program. The Department of Public Welfare pays to
each organization a stipulated amount per OAA recipient per
month. In return the two organizations agree that stipulated
services will be available to welfare recipients. The two or-

ganizations pay the bills submitted by physicians and dentists,

respectively, prorating when total bills exceed the amount
available.

Table 16.

—

Medical Assistance for the Aged: Provision of major types of services

under State plans, October 1961

Physicians' services

Nursing- Pre-
8tate Hospital home Home Hospital Dental scribed

care care or In care drugs '

Office nursing
home Out- In-

patient patient

Arkansas X X X X X X X
Hawaii _ X X X X X X X X
Idaho X X X X
Illinois X X X X X
Kentucky X X X X X
Louisiana X X X X X X X
Maryland. X X X X X X
Massachusetts X X X X X X
Michigan X X X X X
New Hampshire X X X X X
New York X X X X X X X
North Dakota X X X X X X X X
Oklahoma X X X X X X
Oregon X X X X X X
Puerto Rico X X X
South Carolina X X X
Tennessee X X
Utah X X X X X
Virgin Islands X X X X
Washington X X X X X X X X
West Virginia X X X X X X X X

• Other than for hospitalized patients; drugs for hospital patients are included as part of hospital care.

Note.—Code:
X—Service Is provided.
..—Service is not provided.

8ource: Bureau of Family Services, Social Security Administration.
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Table 16 (Continued).

—

Limitations (excluding those which can be lifted by
administrative action)

Hospital care:
Arkansas : To 15 days in any 12-month period. Maximum daily rate $25.50.
Idaho : For care of acute conditions and emergencies only ; 14 days per ad-

mission.
Kentucky : For care of acute, emergency and life endangering conditions

only ; 6 days per admission. No limit on number or frequency of ad-
mission.

Louisiana : Up to 30 days.
New Hampshire : 7 days per admission, plus a maximum of $75 for auxili-

ary services. No eye care.
Oklahoma : Care for conditions which endanger life or sight only ; not to
exceed 6-months care in any 12-month period.

Oregon : Up to 14 days per year. Patients pays $7.50 per day for first 10
days up to maximum of $75 per year.

South Carolina : Care only for acute illness, injury or condition that en-
dangers sight ; not to exceed 40 days per year.

Tennessee: Care only for acute illness or injury; up to 10 days per year.
Patient pays first $100 in any year.

Utah : Up to 30 days per admission. Patients pays first $50 per admission.
Washington : Care only for acute and life-endangering conditions.

Nursing home care:
Arkansas : Up to maximum of $90 per month.
Idaho : Up to maximum of $175 per month.
Louisiana : Only for persons eligible for OAA except for durational resi-
dence requirement. Up to $105 monthly.

Michigan : Only within 30 days following hospitalization for acute illness
and limited to 90 days in a 12-month period.

Oklahoma : Limited to 6 months care in any 12-month period. Excludes
room and board.

Oregon : Upon transfer from hospital. Number of days available is based
on hospital entitlement—14 days per year—with allowance of 4 days of
nursing home care for each remaining day of hospital entitlement. Up to

$6 per day.
South Carolina : Following hospitalization. Ordinarily up to 90 days per

year. Maximum payment, $150 per month.
Virgin Islands: Facilities not available.
West Virginia : After hospitalization or to prevent hospital care. Limited

to acute conditions. Maximum payment $100 per month.
Washington : Care only for acute and life-endangering conditions.

Physicians' services

:

Idaho : Acute conditions ; 2 calls per month. Nursing Home : 1 call per
month. 1 eye examination per 6-month period.

Illinois : Only in 30-day period immediately following release from hospital.

Acute conditions : 1 home call daily for 1 week, 6 office calls per 30-day
period. Chronic care : 2 home calls per month, 2 office calls per month.

Kentucky : 2 office and/or home calls per month.
Louisiana : Serious continuing illness requiring care for relief of severe suf-

fering or for correction or prevention of permanent impairment.
Michigan : Office services limited to emergency treatment, office surgery, and

procedures involving therapeutic X-ray.
New Hampshire : 6 office and /or home calls per year.

North Dakota : Inpatient hospital care of more than 30 days limited to 3 calls

per week.
Oklahoma : Patients receiving nursing care : 2 calls per month. In hospital

not more than 15 visits per month in certain hospitals, less in others.

Oregon : Patient pays first $50 of any combination of physicians' services,

X-rays, or laboratory procedures ; then eligible for maximum of $150 for
physicians' care and maximum of $500 for surgery, $100 for X-rays and
laboratory costs.

South Carolina : 3 clinic visits per month.
Utah : Patient pays first $20 per benefit period of 90 days ; if more care is

needed and authorized patient pays first $20 for each additional benefit

period.
Virgin Islands : Available to patients under Home Care program.
Washington : Only for acute and life-endangering conditions.

West Virginia : Services must be related to acute and life-endangering con-
ditions or defined remedial care.
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Table 16 (Continued.)

—

Limitations (excluding those which can be lifted by
administrative action)

Dental services:
Kentucky : Services as related to relief of pain and treatment of acute infec-

tion. Up to $16 per month and $48 per year.
Maryland : Restorative dental care only, including repair and replacement of

dentures.
North Dakota : Dentures and bridgework limited to when extractions oc-

curred within previous 5 years.
Oklahoma : Only for in-hospital patients having life endangering conditions

involving fractures, infections, or tumors of the mouth.
Prescribed drugs other than for hospitalized patients

:

Arkansas : Maximum of $5 per month and dispensed only by an approved
clinic. Maximum of $5 per month for patient in nursing home.

Louisiana : Only for patients in nursing homes.
Washington : Only for acute and life-endangering conditions.

West Virginia : Limited to 1 refill for care of acute illness.
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Appendix C

Aggregate Expenditures for Medical and Hospital Care for the
Aged

Estimating aggregate medical expenditures for any particular seg-

ment of the population is, at best, an inexact art, and may be ap-
proached in different ways. The estimates that follow nevertheless
supply a reliable indication of the magnitude which medical expendi-
tures for the aged have reached and the relative importance of various
sources for these expenditures.

Estimated Total Expenditures for Medical Care of the Aged, I960

Amount
Source of funds {millions)

Total expenditures for medical care $5, 045
Private expenditures 3, 715

Personal expenditures 1
3,615

Philanthropy 2
100

Public Expenditures 1,330
Public Assistance Programs 455
Veterans Administration Program 265
Other public programs 610

1 Includes expenditures by recipients of care and on their behalf by relatives
or friends and by health insurance.

2 Does not include payments made on behalf of particular individuals.

Personal medical care expenditures by and for the aged were esti-

mated as a proportion of total private medical care expenditures as

reported for 1960 (at $19.6 million) in the December 1961 Social
Security Bulletin. It was assumed that the ratio of per-capita ex-

penditures for persons 65 and over and under 65 was the same
as reported by the Health Information Foundation Study for medical
services exclusive of nursing home care, in 1957-58. For nursing home
care in 1960, personal expenditures are estimated at $280 million, and
it is assumed that some 85 percent of nursing home beds are used by
aged persons. Total personal expenditures for medical services for
aged persons thus derived amount to $3,615 million.

Total philanthropic expenditures for medical care in 1960 are esti-

mated at $715 million, following concepts used in the social welfare
expenditure series published each year in the November issue of the
Social Security Bulletin. If it is assumed first that about one half

of this total, or $360 million, was expended for personal medical care

services, and second that roughly one quarter of the latter was ex-

pended for the aged, the philanthropic expenditures for medical care

for the aged would approach $100 million. Included are funds raised

by philanthropic institutions or by organized fund drives, such as

United Givers Funds, or the American Heart Association. (A cumula-
tion of estimated expenditures in behalf of the aged by such organiza-
tions yields roughly the same total). Services that physicians or

hospitals provide without the anticipation of payment are not in-

cluded. Such services, along with the sources of philanthropic funds,

are discussed in Chapter 10.

Public expenditures for medical care for aged persons in 1960 are

for the most part known in the case of Federal or Federal-State pro-

grams and may be estimated for other categories on the basis of ex-

penditure trends since earlier estimates were prepared.
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The public assistance total comprises all vendor payments for medi-
cal care under the old-age assistance and medical assistance for the
aged programs, half of those under the aid to the blind program, and
estimated expenditures for medical care provided through the money
payments under old-age assistance.

In estimating Veterans Administration expenditures, the age dis-

tribution by type of condition of the patient load on census survey
days was taken to represent the age distribution of patients in hospitals

for these types of conditions throughout the fiscal year in which the

census day fell. The percentages of aged persons obtained in this

manner were applied to the costs of maintaining and operating the
Veterans Administration's neurological and psychiatric, tuberculosis,

and general medical hospitals in fiscal years 1960 and 1961. The aver-

age of these expenditures was used to represent calendar year 1960.

Expenditures for contract hospitalization were estimated on the basis

of the age distribution of patients in contract hospitals on the census
days, and estimates for fiscal years 1960 and 1961 were likewise aver-

aged to obtain a calendar year 1960 estimate. Expenditures for out-
patient care for the aged were estimated at about 30 percent of the
total expenditures for outpatient care.

The estimates of expenditure for the aged under other public pro-
grams are based upon estimated unreimbursed expenditures for care
of the aged in State and local hospitals (as described below), aug-
mented by $75 million for other public expenditures, including items
such as payments for care in nonprofit hospitals, Health Department
medical services to the aged, care in U.S. Public Health Service hos-
pitals, publicly owned nursing homes and infirmaries, workmen's com-
pensation medical care and care provided Indians.

Estimated public expenditures for hospital care of the aged, 1960

[In millions of dollars]

All hospitals
General
hospitals

Mental and
tuberculosis
hospitals

Total 895 470 425

100

235
560

100
165
205

Veterans' Administration 70
355Other

The estimated expenditures under public assistance programs for
hospital care include vendor payments for hospital care plus an
estimated share of the money payments for medical care.

The estimate of expenditures by the Veterans Administration for

hospital care was developed as described above.

The estimate of expenditures in other hospitals includes a portion
of the reported expenditures of State and local mental, tuberculosis,

and general hospitals which are not met through patient payments,
the proportion being determined by the estimated aged patient load
in these institutions—26 percent in general hospitals, 20 percent in

tuberculosis hospitals, and 33 percent in mental institutions. An
estimated $25 million was assumed to cover the care of aged persons
under Federal auspices in Public Health Service hospitals, in military

hospitals, and in the Soldiers' Home infirmary, and also the hospitali-

zation of aged Indians.
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Appendix D
Major Legislative Proposals for Financing Personal Health

Services for the Aged, 1939-1961

Many and varied proposals have been made over the years for Fed-
eral legislation to provide health insurance, to stimulate the spread of
voluntary health insurance, or to support State medical care pro-
grams. The various proposals which have been made in bills intro-

duced in the Congress since the late 1930's and which relate to the aged
are summarized below.1

The following discussion of these proposals is not limited to those
specifically designed to provide insurance against the cost of hospital-

ization, or hospital and nursing home care, for the beneficiaries of
old-age, survivors, and disability insurance. It is limited, however,
to approaches that could be used for this purpose. It omits, therefore,

proposals in which the primary basis for selecting the population
group is not only unrelated to age but is one which is likely to encom-
pass only a few aged people or a specified limited group of aged
persons, such as retired Federal employees. Thus excluded are
proposals relating to exemptions or credits on Federal income taxes
for amounts paid as health insurance premiums, or to special groups
such as farm families or migrant workers, and temporarily unem-
ployed persons.

Also omitted, although they may affect substantial numbers of aged
persons, are proposals related to the public assistance system. The
role of the public assistance programs in providing medical care is

described in chapters 8 and 9, with additional detail in Appendix B.
Some proposals express their coverage in terms of "low income fami-
lies" or "medically indigent" persons wherever found in the total

population. They are included because most aged persons could come
within the scope of programs with such comprehensive coverage.
The detailed summary which follows includes only those bills which

were introduced before 1962, that is, bills introduced prior to the
second session of the 87th Congress. Up to March 15, 1962, three
new bills of major importance had been introduced; S. 2664,
H.R. 10513, and ER. 10755. S. 2664, introduced on January 11
by Senator Javits, would provide every "retired" person aged
65 or over who is not receiving medical care through the pub-
lic assistance program with a choice among several health insurance
benefit packages. The benefits generally follow those in S. 937 (de-

scribed below) . Benefits for old-age and survivors beneficiaries would
be financed by an increase in the payroll tax; those for persons not
eligible for such benefits, from general revenues. H.R. 10513, intro-

duced by Congressman Durno, would establish a National Advisory
Medical Commission of 21 members to study the proper role of the

Federal Government in relation to the States and private agencies

providing medical care and insurance and to report by January 31,

1963, on a plan to provide adequate medical, hospital, outpatient and
nursing home care for the aged. H.R. 10755, introduced by Congress-

man Bow, would use the income tax mechanism to distribute a Federal

1 For a detailed legislative history of health insurance considerations during

the Eighty-sixth Congress, see William L. Mitchell, "Social Security Legislation

in the Eighty-sixth Congress," Social Security Bulletin, v. 23, no. 11, November
1960.

138



subsidy of up to $125 per aged person toward the purchase of private
health insurance for the aged which provides certain Federally-estab-
lished minimum benefits.

A. HEALTH INSURANCE FOR 0ASDI BENEFICIARIES

The first bill embodying a proposal for hospitalization benefits for
beneficiaries under Title II of the Social Security Act was introduced
into Congress in 1952. With minor variations, similar proposals have
been introduced in each of the Congresses since then. However, as in-
terest in health care for the aged increased, the variations among
the proposals for financing health insurance through the old-age, sur-
vivors, and disability insurance system became more significant and
bills incorporating modifications from those introduced earlier be-
came more numerous.

1. Proposals Before the 82nd Through 85th Congress

The essential features of the proposals advanced between 1952 and
1957 are as follows : Persons eligible for insurance benefits, whether
currently drawing benefits or not, would be insured for up to 60 days
in a year for semiprivate room care in short-term hospitals. The hos-
pital benefit would be a service benefit and would include those serv-
ices, drugs and supplies which the hospital customarily furnishes its

bed patients. The Forand bill (H.E. 9467) in 1957 also proposed
to pay the costs of skilled nursing home care for patients transferred
from the hospital (up to a total period, including the hospital stay,

of not more than 120 days in a year) and of surgical services provided
in a hospital (or, in case of emergency or minor surgery, in the out-

patient department of a hospital or in a doctor's office)

.

Hospitals would be paid on a cost-incurred basis or on a reasonably
equivalent basis. The methods of paying the hospital varied with
the administrative arrangements suggested in the various bills.

Under the early proposals where the Federal Government was to use

State agencies as its agent, the State agency would either pay hospitals

within the State for the care rendered eligible persons or would utilize

private nonprofit health insurance plans to negotiate with and pay
the hospitals. Under more recent proposals national administration

has been proposed, with the Secretary of HEW given authority to

negotiate agreements directly with hospitals or to use the services

of such agencies as Blue Cross.

Benefits would be financed through the social security payroll tax
paid compulsorily by covered employees, their employers, and the
self-employed. The amount of the additional payroll tax would,
of course, depend on the exact benefits proposed. The level premium
cost of the Forand proposal for hospitalization, nursing home and
surgical benefits was first estimated at one-half of 1 percent of
covered payrolls, and taxes were set at that level.

The earliest proposals contemplated that the program would utilize
the States, and preferably the State public health agencies, as adminis-
trative agents. Only in a State which did not effect an agreement
to administer the program would the overall administrative functions
be performed federally. (Necessary regulations relating to the pro-
gram in general and determinations as to an individual's insured
status would, of course, be made at the Federal level). As a result



of the post-1952 development of national Blue Cross contracts and
the implementation of Medicare, the later proposals contemplated
national administration of the hospitalization benefits.

The following bills have embodied this proposal

:

Congress Session Bill Number Sponsor

82d._
82d..
82d._
83d..
83d..
83d..
84th.
84th.
84th.
84th.
85th.
85th_
85th.
85th.

2d.
2i I

.

2d.
1st

1st

1st

1st

1-t

2d.
2d
1st

1st

1st

1st

S. 3001
H.R. 7484..

H.R. 7485..

H.R. 8

H.R. 390...

S. 1966 1.—

.

H.R. 638...
H.R. 2384..
H.R. 9868..
H.R. 9980..
H.R. 1092..

H.R. 4765..

H.R. 9448..
H.R. 9467 2

Murray.
Dingell.
Celler.
Dingell.
Celler.
Murray, Humphrey, and Lehman.
Celler.
Dingell.
Dingell.
Metcalf.
Celler.

Dingell.
Roberts.
Forand.

i Includes provisions permitting States to extend hospitalization coverage to noninsured aged persons.
3 Includes nursing home benefits and surgery.

Hearings before the House Committee on Ways and Means on all

titles of the Social Security Act, in June 1958, included testimony on
HE. 9467.

2. Bills Introduced During the 86th Congress

The bills introduced during the first session of the 86th Congress
followed much the same pattern as those introduced in earlier Con-
gresses. However, those introduced during the 2nd session show a
wider variety in both coverage and in benefits provided.

Essentially, the tendency in the later proposals was to concentrate

upon the aged or upon a retired or presumed retired group of the aged
old-age and survivors insurance beneficiaries rather than all benefici-

aries. Indeed, as the issue came to be viewed more explicitly as a prob-
lem of the aged, several bills provided for the extension of coverage
to all retired aged, irrespective of whether they were eligible for old-

age and survivors insurance benefits. Under these proposals, benefits

for old-age and survivors insurance eligibles were to be financed by
an increase in the payroll tax, while those for persons not eligible for
old-age and survivors insurance were to be paid for from general
revenues.

Under all proposals the basic benefit was hospitalization, with indi-

vidual variations in the duration of the benefit and the use of a de-

ductible which must be paid by the beneficiary. Aside from this base
benefit, the proposals varied in their inclusion of skilled nursing home
services, outpatient diagnostic services, home health services, physi-
cians' services, and assistance in the purchase of drugs.
The unifying feature of all bills was that benefits for old-age, sur-

vivors, and disability insurance beneficiaries were to be financed
through an increase in the payroll tax. All proposals called for Fed-
eral administration and administrative responsibility ; some provided
for a delegation of certain administrative functions to either State
agencies or to voluntary, nonprofit health insurance plans.

The following bills introduced during the 86th Congress would pro-

vide health benefits for certain old-age, survivors, and disability in-

surance beneficiaries

:
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3. Proposals Introduced During the 87th Congress, 1st Session

During the first session of the 87th Congress, the primary new
measure introduced was the Administration-sponsored King-Anderson
Bill, under which the cost of certain hospitalization, skilled nursing
home, home health, and outpatient hospital diagnostic services would
be provided for persons who have reached age 65 and are entitled to
monthly cash benefits under the old-age, survivors and disability
insurance or railroad retirement systems. The identical bills which
were introduced are as follows

:

Bill No.— Sponsors

S. 909 Anderson, Douglas, Hartke, McCarthy, Humphrey, Jackson,
Long of Hawaii, Randolph, Engle, Magnuson, Pell, Bur-
dick, Neuberger, Morse, Long of Missouri, Moss, and
Pastore.

H.R. 4222 King.
H.R. 4309 Dingell.
H.R. 4313 Karsten.
H.R. 4314 Machrowicz.
H.R. 4315 Green.
H.R. 4316 Ullman.
H.R. 4447 McFall.
H.R. 4534 Pucinski.
H.R. 4921 O'Neill.

H.R. 7793 Santangelo.

The services for which payment would be made under the proposal
would be

:

(1) inpatient hospital services for up to 90 days, subject to a de-
ductible amount of $10 a day for up to 9 days, with a minimum of $20

;

hospital services would include all those customarily furnished by a
hospital for its patients; payment would not be made for the hospital

services of physicians except those in the fields of pathology,
radiology, physical medicine, and anesthesiology provided by or under
arrangement with the hospital, or services provided by an intern or
resident-in-training under an approved teaching program

;

(2) skilled nursing home services, after the patient is transferred
from a hospital, for up to 180 days

;

(3) outpatient hospital diagnostic services, as required, subject to

a $20 deductible amount for each diagnostic study

;

(4) home health services for up to 240 visits during a calendar
year. These services would include intermittent nursing care,

therapy, and part-time homemaker services.

No service would be covered as a nursing home, outpatient diag-

nostic, or home health service if it could not be covered as an inpatient

hospital service.

An individual could be eligible for up to 90 days of hospital services

and 180 days of skilled nursing home services in each period of illness,

but subject to a maximum of 150 "units of service." A unit of service

would be equal to 1 day of inpatient hospital services or 2 days of

skilled nursing home services. A "new period of illness" would not
begin until 90 days had elapsed in which the patient was neither in a

hospital or a skilled nursing home.
Payments to the providers of service would be made on the basis of

the reasonable cost incurred in providing care for beneficiaries. The
amount paid under the program would be payment in full for covered
services, except that the provider could charge the patient the
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deductible amounts and extra charges for a private room or private
duty nursing.

Responsibility for administration of the program for social security

beneficiaries would rest with the Secretary of Health, Education, and
Welfare. The Secretary would consult with appropriate State agen-
cies and recognized national accrediting bodies in formulating the
conditions of participation for providers of service. Provision would
be made for the establishment of an Advisory Council which would
advise the Secretary on policy matters in connection Avith administra-
tion. In order to be eligible to participate in the program, providers
of service would have to meet specified conditions to assure the health

and safety of the beneficiaries. State agencies could be used in ascer-

taining whether providers met these qualifications and in providing
consultative services to them. If it desired, a State could recommend
that more strict conditions be applied with respect to providers of serv-

ice within the State than elsewhere.

The program would be financed by an increase in the social security

contribution rates of y± of one percent on employers and % of one
percent on employees and of % of one percent for the self-employed,

and by the net increase in income to the system from raising the an-

nual taxable earnings base from $4,800 to $5,000. (According to testi-

mony by the Secretary of HEW in July 1961 before the House
Committee on Ways and Means the increase should be to $5,200 in or-

der to meet in full the estimated costs of the proposal.) Raising the
earnings base would in addition improve the benefit structure of the

system.
Hearings were held by the Committee on Ways and Means during

July and August, 1961 on H.R. 4222.

Several proposals from earlier Congresses were resubmitted. The
following bills, identical to the Forand Bill (H.R. 4700 in the 86th
Congress) were introduced

:

Bill No.— Sponsor

H.R. 94 Holland.
H.R. 676 Gilbert.

H.R. 1765 Dulski.
H.R. 4168 St. Germain.

H.R. 2762, introduced by Representative Gilbert, provides for the
same benefits as did the Forand Bill, but extends the scope of those
eligible for benefits to encompass all persons eligible for old-age, sur-

vivors, and disability insurance benefits, including persons eligible

for disability insurance benefits.

The McNamara Bill from the 86th Congress was reintroduced with
minor changes in both the Senate and the House of Representatives,
as follows

:

Bill No.— Sponsor

S. 65 McNamara.
H.R. 2407 Dingell.
H.R. 2518 Rabaut.

Representative Roberts reintroduced, as H.R. 2443, a proposal for
hospitalization benefits for all persons eligible for old-age, survivors
and disability insurance benefits identical to H.R. 412 which he had
introduced during the 86th Congress. The bill proposed during the
86th Congress by the then-Senator Kennedy (S. 2915) was reintro-

duced as H.R. 195 by Representative Ashley.
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Representatives Kowalski and Halpern introduced bills (H.R. 3448
and H.R. 4111 respectively) which would extend hospitalization,

skilled nursing home, and surgical benefits identical with those in the
Forand bill (H.R. 4700, 86th Congress) to aged persons. In addition,
under H.R. 4111 diagnostic outpatient services would be provided.
In essence, these bills would provide for extending health insurance
benefits to all persons entitled to old-age, survivors and disability in-

surance benefits and to all persons who would be entitled if their earn-
ings prior to January 1, 1962 from railroad or Federal civil service

employment were counted as covered earnings, and automatically, to

all persons attaining retirement age (65 for men, 62 for women when
bills were introduced), before January 1, 1964. For health insurance
benefits under the old-age, survivors and disability insurance program
for future beneficiaries, there would be a new test for insured status,

with a person insured if he had one quarter of coverage for each two
of the quarters elapsing after December 31, 1961, or if later, the year
in which he became 21 and the year in which he reached retirement

age (or died, if earlier), and six quarters of coverage. Earnings from
employment by the railroads or as a Federal civilian employee would
be counted in determining quarters of coverage. Special provisions
are included for States to enter agreements to extend benefits to their

employees. The program would be financed by an increase in the pay-
roll tax of 14 percent each on employers and employees (% percent
for self-employed) and an increase in the earnings base to $6,000 and
making such increase applicable to Federal civilian and railroad em-
ployment. Self-employed persons not presently covered by the old-

age, survivors and disability insurance system might elect to become
eligible for health insurance benefits by an irrevocable decision to pay
the taxes associated with the health insurance benefit.

B. FEDERAL, GRANTS FOR STATE PROGRAMS OF HEALTH INSURANCE FOR THE
AGED

During the 86th and 87th Congresses, several proposals were ad-
vanced for programs of Federal grants to the States to help finance

health insurance programs for aged persons. The proposals all pro-

vided that coverage for eligible aged individuals under the program
depended upon their electing such coverage, and established or au-

thorized enrollment fees to be paid by the individual. They all also

provided for State administration, either directly or through contracts

with insurance carriers.

1. The Javits Proposed 1

This proposal would authorize Federal grants to participating

States which extend health insurance to persons aged 65 or over and
their spouses, either through an insurance carrier set up by the State
for the purpose or by private commercial, prepayment or nonprofit

insurance carriers under contract with the State. A choice between
service and indemnity benefits must be offered. Physicians' home and

1 This discussion relates to Amendment 6-27-60-H to H.R. 12580, rather than
the earlier S. 3350. These differ in that the earlier bill established no minimum
benefit and contained an individual contribution schedule ranging from nothing
for persons with incomes under $500 in the preceding year to $13 a month (or
the cost of the policy, if less) for those with incomes of $3,600 or over.
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office visits and other ambulatory treatment must constitute one third
of the premium cost. The substitution of skilled nursing home care
for care of equal cost in hospitals must be permitted. As a minimum,
the health insurance shall insure against the cost of 21 days a year of
hospital care or equivalent nursing home care, physicians' services

up to 12 home or office visits per year, the first $100 of ambulatory,
diagnostic, laboratory and X-ray services a year, and visiting nurse
services for not less than 24 visits a year.

The program would be financed by individual contributions, State
moneys, and Federal appropriations from general revenue. Indi-

vidual contribution schedules were to be established by each State,

with contributions based upon the income of the subscriber and with
a maximum of the total premium cost if this were less than $13 a

month. The Federal portion of the Federal-State share of the pro-

gram would range between 33% and 75 percent of the premium cost

up to $13 a month per capita less the individual contributions.

Bills embodying this approach were

:

Bill No.— Sponsors

S. 3350 Javits, Cooper, Case of New Jersey, Scott,

Fong, Aiken, Keating, and Prouty.
Amendment 6-27-60-H to H.R. 12580- Javits, Cooper, Scott, Fong, Aiken, Keat-

ing, and Prouty.
H.R. 11661 1 Weiss.
H.R. 11677 1 Lindsay.
H.R. 11683 1 Pirnie.

H.R. 11685 1 Riehlman.
H.R. 11702 1 Dwyer.
H.R. 11820 1 Glenn.
H.R. 13020 2 Lindsay.

1 Identical to S. 3350.
3 Identical to Amendment 6-27-60-H to H.R. 12580.

2. The 1960 Administration Proposal

As embodied in S. 3784, introduced by Senator Saltonstall, the
proposal would authorize Federal grants to the States to assist them
in establishing health insurance programs for persons electing to

participate who were aged 65 and over and who did not pay an income
tax in the preceding year or whose adjusted gross income, plus old-age
and survivors insurance benefits and railroad retirement and veterans
pensions, in the preceding year did not exceed $2,500 ($3,800 for a

couple).
Benefits would be provided in any year after an eligible person had

incurred medical expenses of $250 ($400 for a couple) . The insurance
program would then pay 80 percent (100 percent for old age assistance

recipients) of the cost of hospital care up to 180 days, skilled nursing
home care, organized home-care services, surgical procedures, labora-

tory and X-ray services (up to $200), physicians' services, dental
services, prescribed drugs (up to $350), private duty nurses, and
physical restoration services. For old age assistance recipients, the
initial $250 would be paid by the public assistance program.
An eligible person so electing could receive 50 percent up to a maxi-

mum of $60 a year of a private major medical insurance policy in place

of the benefits under the government program.
The program would be financed by individual enrollment fees, and

Federal and State funds. Persons participating in the government
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benefits (except old age assistance recipients, would pay a $24 annual
enrollment fee. The Federal share of government costs would be 50
percent on the average, ranging from 33!/3 to 66% percent depending
upon the relative per capita income of the State.

3. The Javits-Saltonstall Amendment

Amendment 8-20-60-A to H.R. 12580, sponsored by Senators
Javits, Cooper, Scott, Aiken, Fong, Keating, Kuchel, Prouty and
Saltonstall, blended the earlier Javits proposal with the Administra-
tion proposal. Under this program, the Federal Government would
provide grants to the States to help pay for health services for all

persons aged 65 and over who did not pay an income tax or whose
income, including old-age and survivors insurance benefits, railroad
retirement and veterans pensions did not exceed $3,000 ($4,500 for
couples) in the preceding year and who elected to participate.

The States were required to offer each participant a choice of 1)
a diagnostic and short-term illness plan providing as a minimum, 21
days of hospitalization or equivalent skilled nursing home services, 12
physicians' visits in home or office, diagnostic laboratory and X-ray
services up to $100, and organized home health care services for up to

24 days; or 2) a long-term illness benefit plan providing as a minimum
after a deductible of $250, 80 percent of the costs of 120 days of hos-

pital care, up to a year of skilled nursing home and home health
services, and inpatient surgical services; or 3) an optional private
insurance benefit plan providing 50 percent of the cost of a private
insurance policy up to a maximum of $60 a year. In addition, the
Federal Government would share in the cost of improved programs
of the first two types up to a maximum per capita cost of $128 a year.

To be eligible for benefits of the first two types, the individual

was required to pay the fee established by the State in a schedule
related to participants' income. This fee may not be less than 10
percent of the estimated full per capita cost of the benefits provided
under the program. The Federal share of the government costs of

the program would range from 33 1/3 to 66 2/3 percent, depending
upon the relative per capita income in the State.

During the 87th Congress, 1st Session the Javits-Saltonstall

Amendment was reintroduced by Senator Javits and by two Repre-
sentatives. The bills embodying the proposal are as follows

:

Bill No.— Bpontors

S, 937 Javits, Cooper, Scott, Aiken, Fong:, Cotton,
Keating, Prouty, Saltonstall, and Kuchel.

Amendment 6-22-61-B to H.R. 6027_ lavits. Cooper, Scott, Aiken, Fong, Cotton,
Keating, Prouty, Saltonstall, and Kuchel.

H.R. 4731 Curtis of Massachusetts.

h!r. 4766 Stafford.

If.. The Gubser Proposal

In H.R. 12272, Representative Gubser proposed a system of Federal

grants to the States to provide for voluntary health insurance for

persons aged 65 and over who pay a $5 enrollment fee and whose net

taxable income in the preceding year did not exceed $4,900 ($6,200

for couple).2 The States must contract, subject to the approval of

s H.R. 12670 is a reintroduction of H.R 12272 correcting technical errors and
making some minor substantive changes.
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the Secretary of Health, Education and Welfare,, with private insur-

ance companies for service benefit plans, indemnity benefit plans, em-
ployee organization plans, group practice prepayment plans and indi-

vidual practice prepayment plans. The Federal grant to the States
operating the program would be a specified amount per participating
individual, the amount based upon the individual's income and rang-
ing from $5 a month for persons with net taxable incomes of $2500 or
below the previous year ($3800 for couples) to $3 a month for persons
with net taxable incomes between $3,700 and $4,900 the previous tax-

able year ($5,100 to $6,400 for couples)

.

Representative Gubser has reintroduced his bill as H.R. 6181 in the

87th Congress.

C. OTHER FEDERALLY OPERATED HEALTH INSURANCE

Various proposals have been made over the years for national

health insurance operated by the Federal Government. These include

a proposal for voluntary insurance, one which combines compulsory
coverage for workers with low earnings with voluntary coverage for

others, and a proposal for compulsory hospital insurance for persons
covered by old-age, survivors, and disability insurance.

1. National Voluntary Health Insurance

As proposed by Senator Hunt in 1950 in S. 2940 (81st Cong., 2d
sess.), any individual who, with his dependents, had an annual income
of $5,000 per year or less, who applied for the insurance, and who
paid the prescribed premiums would be covered along with his

dependents.
The benefits contemplated included medical, surgical, and dental

services regardless of location ; home nursing care
;
hospital care and

related services for up to 60 days per person per year ; such auxiliary

services as laboratory tests, X-ray, diagnosis or treatment, optom-
etrists' services, appliances, unusually expensive drugs, and so forth.

The program would be administered by a National Health Insur-

ance Board with the Surgeon General as chairman and four addi-

tional appointive members, within a proposed Cabinet-level Depart-
ment of Health.
Insured persons would be free to select and change physicians,

dentists, hospitals, and so forth.

It was proposed that a Personal Health Insurance Account be
created in the U.S. Treasury. All premiums, as set by the National
Health Insurance Board, would be paid into this account. Reserves
in the account could be invested in the same manner as those of the
Federal old-age and survivors trust fund. Congress was authorized

to appropriate additional money to the account when needed to carry

out the program. No participation by State or local governments or
private organizations is indicated in this proposal.
Payments to the providers of medical care benefits were to be made

directly from the personal health insurance account under regula-

tions promulgated by the National Health Insurance Board.
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2. National Health Insurance Combining Compulsory and Voluntary
Coverage

In 1938 Congressman Treadway introduced this proposal in H.E.
9847 (75th Cong., 2d sess.) . Compulsory coverage was proposed for

almost all employees (including dependents) earning $1,800 per year

or less (agricultural employees excepted), with voluntary coverage

for all other persons.

The proposed benefits included almost all physicians' services ; hos-

pital services up to 10 consecutive weeks per illness per person ; "neces-

sary" drugs and laboratory and diagnostic services. Services for diag-

nosis and treatment of any disability or disease for which public care

was available "free" or "at nominal charges" or for which some agency
or other person was required to pay would not be included.

Each employee covered compulsorily would contribute 2 percent of

his remuneration, but not less than 35 cents per week nor more than
70 cents per week or $36 per year. His employer would contribute 1

percent of such employee's remuneration, but not less than 20 cents

per week nor more than 35 cents per week or $18 per year.

All voluntarily covered persons would make sufficient contributions,

as determined by Federal authorities, to pay benefit and administra-
tive costs for such persons.

Moneys would become part of a "health insurance fund" operated
by a "Health Insurance Commission" set up as a public corporation to

administer the plan.

The Commission could pay physicians on a salary, a capitation, or a
fee-for-service basis, except that, if fees were paid, maximum amounts,
based on the number of patients, would be set and fees prorated ac-

cordingly.

Workers in any industry having a private medical services insur-

ance plan would be excepted from compulsory coverage if the private
benefits were at least equal to those under the public plan.

3. Compulsory Hospitalization Insurance for Persons Covered by

The Eliot and Green bills (1942-45) included provisions for a fed-
erally operated program of hospitalization insurance through an ex-

pansion of the coverage and benefits of the old-age, survivors, and dis-

ability insurance system.

Almost all employed and self-employed persons would have been
covered by OASDI, and they and their dependents insured for up to
30 days of hospital care. (Government employees could be covered
by special arrangements.)
The hospital insurance would be financed through payroll taxes,

applying to the same portion of earnings taxed for purposes of cash
benefits.

Administration was to be entirely through the Social Security
Board. The Board would pay hospitals directly for the costs of hos-

pital care or might accept and pay claims from insured individuals
who have received care. Participating hospitals would be approved
by the Board with respect to care offered.

The proposal was introduced by Congressman Eliot in 1942 (H.R.
75d4) and by Senator Green in 1943 (S. 281) and 1945 (S. 1188).
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D. NATIONAL COMPULSORY INSURANCE WITH STATE OPERATIONS

A series of proposals for a national compulsory system of health
benefits was introduced by Senators Wagner and Murray and Con-
gressman Dingell during the period 1943-61. These proposals pro-
vided for the setting up of a separate account in the U.S. Treasury
and for payments to this account computed as a percent of the taxable
earnings of insured persons.
The compulsory coverage of the proposals included almost all em-

ployees and self-employed in private pursuits, Federal civilian em-
ployees and annuitants, and persons entitled to OASDI benefits, and
their dependents. Groups not compulsorily covered, such as recipients

of public assistance, the unemployed, and certain persons in temporary
employment (and their dependents) could be insured for any periods
for which payments were made by or for them or for which guarantees
of payment were made by any local, State, or Federal agency.

The benefits proposed included almost all physicians', dental, and
home nursing services

;
hospital services for periods up to 60 days per

beneficiary per year
;
prescribed auxiliary services and appliances and

usually expensive drugs. All benefits except general practitioner

and dental services would be available only by referral or prescription.

Since the Wagner-Murray-Dingell proposal was introduced as a

health rather than a tax measure, the exact methods of raising Federal
revenues to finance the benefits were not specified in the bill itself.

However, the bill was so drafted as to make it clear that revenues

would come, in the main, from payroll taxes.

The proposals contemplated administration by the States as agents.

Any State could assume responsibility for administering the specified

benefits within its boundaries by submitting to the National Insurance
Board a plan which complied with listed provisions in the bill. The
National Insurance Board could itself administer the program in

States without approved plans.

Federal authorities would divide funds among the States on the
basis of population, availability of health resources, and differing

costs of services in various areas. State administrative agencies would
contract with providers of care and fix rates of payments for services

;

State agencies would pay providers' bills or might utilize local health

region officials or nonprofit voluntary prepayment plans as agents for
making such payments. Physicians would select the manner in which
they would be reimbursed, whether by fee-for-service, capitation, or
salary.
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This proposal was included in the following bills

:

Year Congress Session Bill Number Sponsors

1943
1943
1945
1945
1945
1945
1947

1947
1947
1949

1949
1949
1949

1949
1949
1950
1951
1951

1953
1955
1957
1957
1959
1959
1961

78th.

78th,

79th
79th
79th.

79th.

80th

80th
80th
81st.

81st.

81st.

81st.

81st.

81st.

81st.

82d.
82d.
83d.
84th
85th
85th
86th
86th
87th

1st

1st

1st

1st

1st

1st

1st

1st

1st

1st

1st

1st

1st

1st
1st

2d.
1st
1st.

1st

1st

1st

1st
1st

1st

1st

S. 1161 "...

H.R. 2861

1

H.R.395...
S. 1050
S. 1606
H.R. 4730.
S. 1320

H.R. 3548.
H.R. 3579..

S. 5

H.R. 345...

H.R. 783..
S. 1679

H.R. 4312.
H.R. 4313.
H.R. 6766.
H.R. 27_...

H.R. 54...
H.R. 1817.
H.R. 95...
S. 844
H.R. 3764.
H.R. 4498.
S. 1056
H.R. 4413.

Wagner and Murray.
Dingell.
Dingell.
Wagner and Murray.
Wagner and Murray.
Dingell.
Wagner, Murray, Pepper, Chavez,
Taylor, and McGrath.

Dingell.
Celler.

Wagner, Murray, Pepper, Chavez,
Taylor, and MeQrath.

Celler.
Dingell.
Wagner, Murray, Pepper, Chavez,
Taylor, MeQrath, Thomas, and
Humphrey.

Biemiller.
Dingell.
Bosone.
Celler.
Dingell.
Dingell.
Dingell.
Murray.
Dingell.
Dingell.
Murray.
Dingell.

1 These 1943 bills called for Federal administration rather than a State plan.

There were hearings on S. 1606 in April-July 1946 ; on S. 1320 in

May-July 1947 and January, February, May, and June, 1948; on S.

1679 in May and June 1949 ; and on H.R. 4312 and H.R. 4313 in July
1949.

E. OTHER FEDERAL GRANTS FOR STATE HEALTH PROGRAMS

These earlier proposals for Federal grants to State-operated medical
care programs lay out only broad outlines of the type of program
envisaged, leaving to the States the specific provisions.

1. The Wagner Proposal of 1939

The coverage of the Wagner proposal of 1939 was in terms of all

persons included in benefits of those State plans approved by the

Social Security Board "for extending and improving medical care"

;

persons living in rural areas and those in greatest need were specifi-

cally mentioned. Similarly, the benefits contemplated were to be
determined by the States in plans approved by the Social Security

Board and could include "all services and supplies necessary for the

prevention, diagnosis, and treatment of illness and disability."

State funds were to be provided according to a variable matching
formula, but no Federal matching was allowed for so much of the

State expenditure as was in excess of $20 a year per individual eligible

for medical care.

The method of paying the providers of services was left to the State.

This proposal was included in S. 1620 (76th Cong., 1st sess.) intro-

duced by Senator Wagner in 1939. There were hearings on this bill

in the period April to July 1939.
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B. The Capper Bills (1939-41)

The Capper bills were designed to foster State programs of medical
care for lower income workers with coverage, for most of them, on a
compulsory basis. The population groups to be covered were to be
determined by the State, with workers' contributions related to their
income and with Federal financial participation limited to persons
with lower earnings.

Minimum benefits to be provided in approved State plans were
specified. Details differed in various versions of the proposal but,

in general these included general practitioners' services in the home,
office, and hospital, most dental services, home nursing care, maternity
care, and if prescribed, hospital and specialists' and laboratory serv-

ices and care.

Contributions would be made to a health insurance fund in each
State by the Federal and State Governments, by compulsorily covered
workers and their employers and by other workers requesting volun-
tary coverage. While details differed, each of the bills introduced
by Senator Capper (S. 658 in 1939; S. 3660 in 1940; and S. 429 in

1941) provided that the amounts of workers' contributions would vary
directly with their incomes, with compensating increases for the lowest
income workers from either employer or State-Federal contributions.

The method of paying the providers of care would be determined by
the States or by local areas within the States.

3. The Taft Bills (1946-49)

Another proposal in which Federal grants would be used for
State-operated programs was embodied in the Taft bills of 1946-49.

In these proposals it was recognized that the State-operated programs
might utilize voluntary health insurance in the provision of service.

The Taft proposals would have covered all those families and in-

dividuals in the State unable to pay the whole cost of needed medical
and dental services.

Federal grants would be made to each State, on the basis of State
population, to carry out surveys of existing medical, hospital, and
dental services and to formulate "in detail" a 5-year plan for extend-
ing such services to persons unable to pay. The Federal share was
to be matched by each State.

Federal matching grants for carrying out approved State plans
would be made on a variable matching basis, varying between 331/^

and 75 percent inversely with each State's per capita income.
Total contributions from the State and from local governments

could not be less than their expenditures for medical services to the
covered groups prior to initiating the program and not less than
the difference between the Federal grant and the cost of the approved
State plan. Contributions from private institutions were allowed.

Collection of part of the costs of services from those patients or
their families able to pay part of such costs could be provided for in

the State plan.

Each State might choose any one (or a combination) of several

ways to provide and to pay for services to eligible recipients. Use of
nonprofit prepayment plans as insurers or agents and the reimburse-
ment of local governments and private,

1

nonprofit organizations for

services rendered to eligible recipients were mentioned.
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This proposal was embodied in the following bills

:

Year Congress Session BiU
number

Sponsors

1946_.
1947

79th
80th__

2d-
1st

S. 2143
S. 545

Taft, Smith of New Jersey, and Ball.
Taft, Smith of New Jersey, Ball, and Donnell.
Taft, Smith of New Jersey, and Donnell.1949 81st 1st S. 1581

There were hearings on S. 545 in May, June, and July 1947 and
January, February, May, and June 1948. Hearings on S. 1581 were
held in May and June 1949.

4. The Lodge Bills (1940-43)

This proposal restricted the subsidization to certain high-cost drugs
and medical services and would not have covered hospitalization costs.

The population group affected was described in terms of "such per-
sons as may require 'X-ray services, laboratory diagnostic services,

respirators, and the drugs useful in treating or preventing the listed

diseases' and such other infectious or chronic diseases as the Surgeon
General may from time to time prescribe."

Federal grants to each State would constitute one-half of all funds
spent under the State's plan. Conditions under which recipients

would pay for part of these services, while not mentioned in the pro-

posal, could presumably be specified in State plans and could include

use of voluntary health insurance plans.

Senator Lodge introduced the proposal in 1940 (S. 3630), 1947 (S.

678), and 1949 (S. 1106). There were hearings on S. 678 in April
1948 and on S. 1106 in May and June 1949.

F. FEDERAL SUBSIDIES TO PRIVATE CARRIERS

In recognition of the problem to low-income groups, including the

aged, of financing their own voluntary health insurance premiums,
there have been a variety of proposals whose aim is to provide a form
of Federal subsidy for either part of their premiums or the excessive

cost of the care they will require, or both.

The purpose of these proposals is to make possible the inclusion

under voluntary health insurance of groups inadequately represented

in the existing enrollment without excessive financial burdens on those

with low incomes and without either a differential premium on high

cost risks or higher premium rates for the entire enrollment.

1. Flanders-Ives Proposal

This proposal, incorporated in a series of bills introduced during
the period 1949-55, would have built on existing nonprofit plans sub-
sidizing them from Federal funds indirectly through State plans.

Among its more important features were (1) scaling of premiums
to income; (2) encouragement of expansion of coverage and improve-
ment in the scope of benefits by subsidizing premiums of low-income
families and losses incurred from above average risks; (3) recogni-

tion of the fact that existing prepayment plans vary widely in the

scope of the benefits they provide—the program was designed to be
adaptable to the existing level of voluntary health insurance bene-

fits; (4) costs reflecting local scales of payment to hospitals and pro-
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viders of services; (5) State operation and control of the program;
(6) development of health service areas.

The bill did not attempt to secure uniformity of prepaid protection
throughout the Nation, or even within a given State, leaving the
scope of benefits to be determined locally in relation to those locally
available.

A_ny resident of a State having an approved State plan would be
eligible for participation. Eligible persons could request payroll de-
ductions for premiums. Premiums could be paid on behalf of welfare
clients.

The bill spelled out a rather complete list of personal health services
which might be provided including hospital room and board, services
of physicians, dentists, nurses, and other auxiliary personnel, and re-

lated drugs, appliances, and ambulance service.

The regional health authority was to determine for its locality

which of the benefits spelled out above might be included in contracts
with prepayment plans in their local area. The regional health au-
thority and each local prepayment plan would then enter into a con-
tract for specific benefits selected from among these. The premiums
established under these contracts were to be determined by the rela-

tionship of the benefits afforded to a so-called cost norm, priced to
provide fairly complete coverage of physicians' services and 30 days
of hospital care per person per year.

Financing the costs of the benefits agreed on would involve funds
from three sources—subscriber premiums which would be related

to family income as well as benefits insured; State and local subsi-

dies to bring actual premium income up to an "allowed cost"; and
Federal grants to the States, varying according to the State's per
capita income, to share one-third to three-fourths of the subsidies paid
to the prepayment plans.

Under the Flanders-Ives proposal, the local prepayment plan could
provide either service benefits or cash indemnification of the claimant.

The following bills embodied this proposal:

Year Congress Session Bill number Sponsors

1949 81st 1st S. 1970 Flanders and Ives.
Case of New Jersey, Fulton, Hale, Herter,
Javits, Morton, and Nixon.

Auchincloss.
Auchincloss.
Flanders and Ives.
Hale.
Javits.
Scott.
Case of New Jersey, Flanders, and Ives.

Scott.

1949 81st 1st H.R. 4918 through
H.R. 4924.

H.R. 5087...1949 ._ 81st 1st...
1951 82d 1st H.R. 146..
1953 83d 1st — S. 1153..
1953 .. 83d 1st H.R. 3582...'

1953 83d 1st H.R. 3586.
1953. 83d 1st H.R. 4128
1955 84th 1st S. 434
1955 84th 1st H.R. 481

Hearings held in June 1949 included testimony on S. 1970
;
hearings

were held on H.R. 4918 and other identical bills in July 1949.

2. Hill-Aiken Proposal

These bills (1949-53) were intended to provide voluntary health in-

surance for persons unable to pay part or all of the usual premium.
Each State was to establish a State agency which would administer
the means test. It would collect the portion of the premium from per-

sons able to pay part of the cost, and pay the insurance plan the entire

premium with respect to all such insured persons. The State agency
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would reimburse the plan for payments made to hospitals, etc., for
care of persons certified as eligible for State payment (i.e., unable
to pay any of the cost)

.

The plan contemplated service benefits covering 60 days of hospital
care per year

;
surgical, obstetrical and medical services in the hospital

;

and diagnostic and outpatient services in hospitals or diagnostic clinics.

Of the public outlays for low income groups paying none of their
costs or only part of their premiums, the Federal Government would
provide from one-third to three-fourths (depending on the State's
financial ability) and States and localities would share equally the
remainder.

It was specifically provided that persons eligible for State payment
were to be issued "membership cards," indistinguishable from those
of regular members.

This proposal was introduced in the following bills:

Year Congress Session Bill num-
ber

Sponsors

1949 81st 1st - S. 1456
S. 2171
S. 93

Hill, O'Connor, Withers, Aiken, and Morse.
Hill and Aiken.
Hill and Aiken.

1951 82d 1st

1953... 83d 1st

Hearings were held on S. 1456 in May and June 1949.

3. The Smathers Proposal

In 1960, during the 86th Congress, Senator Smathers introduced a
bill (S. 3646) which would provide tax credits for any life insurance
company to the extent of the company's net losses from approved
health insurance policies issued persons aged 65 and over. Life insur-

ance companies (as defined in the Internal Revenue Code), including
companies issuing noncancellable or guaranteed renewable health in-

surance policies under Section 802 of the Code, would be eligible to

receive the credit for their losses on policies submitted to the Secretary
of Health, Education, and Welfare and approved by him. To be ap-

proved, the contract would be required to provide insurance against

the total cost of not less than 60 days of hospital care a year, not less

than 120 days of nursing home care per year, and the total cost of
drugs above $50 a year. In addition, the policy premium could not be
greater than $72 a year. The policy also could not impose unreason-
able standards for filing and proving claims, waiting periods, loss of

insurability, or any limitation unreasonably restricting the right to

benefits.

(In addition, the bill provided for increased medical care income
tax deductions for aged persons and altered the formula for Federal
sharing in vendor payments for medical care under the old-age as-

sistance program.)

G. REINSURANCE, POOLING, AND REGULATION

These proposals were designed to encourage the growth of voluntary
health insurance without requiring any permanent form of Federal
subsidy or tax. They therefore held Federal subsidization to a mini-
mum, involving only direct Federal expenditures for costs of admin-
istration and for sums needed to launch the proposed reinsurance cor-
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poration. They were intended to encourage expansion of the avail-

ability of voluntary insurance coverage (1) through legislation waiv-
ing the antitrust laws so as to permit insurance carriers to pool their
resources in developing policies and methods for extending insurance
to substandard health risks, (2) through Federal participation in the
reinsurance, and (3) through Federal regulation of interstate insur-

ance.

1. Reinsurance and Pooling

Existing antitrust laws constitute a barrier to collective efforts of
groups of private insurance carriers who might wish to pool their ex-
perience and technical know-how and their financial resources in the
development of new policies to cover unusual risks.

A bill whose purpose was "to encourage the extension and im-
provement of voluntary health prepayment plans or policies" was
introduced in the 2d session of the 84th Congress. It authorized the
Secretary of Health, Education, and Welfare, after consultation with
the Federal Trade Commission and approval by the Attorney Gen-
eral, to approve voluntary agreements between certain private insur-

ance organizations to make available new or improved types of
insurance coverage. 1

While the population groups affected were not spelled out, pro-
ponents of the proposal believed carriers might be more willing to

experiment with coverage of substandard lisks such as the aged or

those with disabling conditions if they were able to take collective

action to develop such policies. Experiments in coverage of rural
and low income families might also have been undertaken.
Improvements in benefits could have been tried, such as the sale of

more noncancellable policies, extension of existing benefits, major
medical expense policies, and the like.

No Federal funds were involved in this proposal. The insurance
carriers would fix their own premiums.
The following congressional bills embodied this proposal

:

Year Congress Session Bill number Sponsors

1956 84th... 2d H.R. 12153
H.R. 12140
S. 4172

Priest.

Thompson.
Hill and Smith.
Thompson
Hill and Smith.
Harris.
Wolverton.

1956 84th 2d
1956. . 84th 2d..
1957 85th _ 1st H.R. 489
1957_ 85th 1st S. 1750
1957 85th 1st H.R. 6506
1957 85th 1st H.R. 6507

2. Federal Reinsurance Corporation

These proposals contemplated the formation of a federally operated
reinsurance fund to which the Federal Government would make an
initial contribution and to which insurance carriers would contribute

a small percentage of their premium income. The fund would pro-

vide partial idemnification to the companies for extraordinary losses

experienced under those health insurance contracts which were
reinsured.

'Also the 1957 proposal applied only to nonprofit plans and to the smaller
commercial companies (defined as companies paying out less than 1 percent of
all health insurance benefits or having less than 0.5 percent of the assets of all

health insurance companies and plans in the United States).
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As first roughly outlined in a proposal made by Mr. Harold Stassen
in 1950 the reinsurance fund would have repaid insurance carriers for
a portion of any hospitalization claims exceeding a maximum such as

$1,000 and for medical-surgical bills above a certain maximum. Bills

actually introduced in Congress have taken three forms.
(a) The 1950 Wolverton reinsurance proposal.—Congressman

Wolverton's proposal embodied the Stassen suggestions with some
additional features. It contemplated a Federal Health Reinsurance
Corporation. Nonprofit organizations could reinsure their health
service contracts with this corporation for a premium if these con-
tracts met some specific criteria as to population groups covered and
benefits offered. Separate funds to reinsure hospitalization and medi-
cal care were to be established. The reinsurance could be invoked and
the corporation become liable for 66% percent of each claim in excess
of $1,000 for any 12-month period for any one individual.

Subscription charges for the contracts were to be related to sub-
scribers' incomes, to encourage participation of low income families.

The benefits contemplated were as follows : Six months of hospital
care per year with the subscriber himself to pay 5 percent or $1 a day
whichever was less as coinsurance; 95 percent of physicians' charges
in hospitalized cases; 12 visits with a doctor in his office or at home
with the subscriber paying out-of-pocket 25 percent. The scale of
charges to be paid by the insurer was to be fixed ; the doctors were to
agree not to make an additional charge of more than the 25 percent
the subscriber was to pay directly. The plan did not cover the first

visit to the doctor.

The sources of financing the reinsurance corporation proposed were
$50 million from Federal general revenues divided equally into the
hospital and the medical care funds, and 2 percent of gross premiums
received for health service contracts.

The following bills embodied this proposal

:

Year Congress Session Bill number Sponsors

1950 81st 2d H.R. 8746 Wolverton.
Wolverton.
Wolverton.
Wolverton.

1954 83d 2d H.R. 6949
1955 84th 1st H.R. 400
1955 84th 1st H.R. 401

(b) The 195 administration proposal.—The administration's pro-
posal for reinsurance departed from the earlier concept of repaying
insurance carriers a portion of an individual's claims and dealt with
a carrier's average losses which resulted when the plan paid out more
than it received in premiums. Both nonprofit and commercial insur-

ance companies could participate.

Encouragement of underwriting major medical expense was antici-

pated as well as broadening of basic benefits, noncancelable insur-

ance, etc. The 1954 proposal would have established a reinsurance
fund which would pay 75 percent of a plan's losses on reinsured con-

tracts that exceeded the premium income of the contracts less 87.5

percent of the administrative expenses predetermined for the contract.

The Federal Government would lend the fund $25 million which would
eventually be refunded from reinsurance premiums. Premiums of un-
specified size (but 2 percent of reinsured premium income was dis-

cussed) would be paid by the carriers to the fund.
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The 1954 administration proposal was introduced in the
bills:

Year Congress Session BiU
number

Sponsors

1954 83d 2d.. H.R. 8356.
S. 3114

H.R. 2533.

Wolverton.
Ives, Flanders, Purtell, Cooper, Upton, Ferguson,
Bush, and Saltonstall.

Wolverton.

1954 83d 2d

1955 84th 1st

There were hearings on H.R. 8356 in March, April, and May 1954
and on S. 3114 in April 1954. The House Committee on Interstate

and Foreign Commerce reported out H.R. 8356, but it failed to carry
and was referred back to the committee, which took no further action.

(c) The 1955 administration proposal.—A revised version of the
reinsurance proposal of the 83d Congress was included as title I of
an omnibus health bill introduced in 1955. The reinsurance fund was
divided into four parts and each separate fund was to receive an
initial $25 million in Federal money to launch it. The four funds
dealt with: (1) plans for low and average income families, (2) major
medical expense contracts, (3) plans specifically designed for rural
areas, and (4) certain other plans.

Other features, including the terms of the reinsurance premiums
and the claims formula, were the same as in the earlier administration
proposal.

A type of contract providing a wide range of benefits but with
coinsurance features was included for low income families.

Under the 1955 proposal, the Federal Government would contribute

up to $100 million which would eventually be paid back. Partici-

pating insurance companies were to pay the fund an unspecified

percentage of their premium income as reinsurance premiums.
The following bills embodied the proposal

:

Year Congress Session Bill number Title or part
of bill

Sponsor

1955 84th 1st H.R. 3458...
H.R. 3720...
S. 886

Title I Priest.
Wolverton.
Smith and others.
Hill and Smith.
Harris.
Wolverton.

1955 84th 1st Title I.
1955 84th 1st Title I
1967 85th 1st S. 1750
1957 85th 1st H.R. 6506
1957 85th 1st n.R. 6507

3. Federal Regulation

In 1956 and 1957 three bills were introduced in the House of Rep-
resentatives whose purpose was to encourage improvements in avail-

able voluntary health insurance policies, and thus indirectly to pro-

mote the spread of such protection. The method proposed was to

prohibit the issuance of health insurance policies which could be
canceled after a stated period for any reason other than nonpayment
of premiums. The prohibition would apply to insurers engaged in

interstate business.

Through applicable both to group and individual policies, the pro-

hibition would be most meaningful in relation to individually pur-

chased policies. Such policies are frequently the only ones older



persons, rural residents, widows and the self-employed can purchase.
Bills introduced in sessions of the U.S. Congress were as follows

:

Year Congress Session Bill number Sponsors

1956 - 84th 2d.... H.R. 8216 Christopher.
Christopher.
Rhodes.
Christopher.

1957 85th.. 1st H.R. 116

1957 — 85th 1st H.R. 5041

1957 85th 1st H.R. 7087

o
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