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(b) explicit imposition of the "prudent

man" rule for all employee benefit fund ad-
ministrators and the imposition of an obli-
gation on co-fiduciaries with joint respon-
sibility to prevent and redress breaches of
such responsibility by each other;

(c) the prohibition of a wider range of con-
flict of interest transactions between the
fund and "parties in interest"; and

(d) the prohibition for 5 years of persons
convicted of certain crimes serving in fidu-
ciary positions on employee benefit funds.

S. 3-INTRODUCTION OF A BILL TO
CREATE A NATIONAL SYSTEM OF
HEALTH SECURITY
Mr. KENNEDY. Mr. President, on

behalf of Senator COOPER, Senator SAXBE,
and myself, together with Senators
BAYH, CASE, CRANSTON, GRAVEL, HARRIS,

HART, HUGHES, HUMPHREY, INOUYE, JAV-
ITS, MAGNUSON, MCGEE, MCGOVERN, MET-

CALF, MONDALE, MOSS, MUSKIE, PASTORE,
PELL, RANDOLPH, STEVENSON, and TUNNEY,
I introduce for appropriate reference S. 3,
The Health Security Act of 1971.

The bill is a legislative proposal to
establish a Health Security program for
all Americans. Through the mechanism
of comprehensive national health insur-
ance, it will bring health security to our
people and end our current health crisis
by improving each of the three basic
aspects of our health care system-the
organization, delivery, and financing of
personal health services. We commend
this legislation to our colleagues in the
Senate for their favorable consideration
and early action.

I believe that in America today, health
care is a right for all, not just a privilege
for the few. The basic goal of the Health
Security program is to make that right
a continuing reality, not just the empty
promise it is today. Just as the Social
Security program of the decade of the
1930's brought hope and new faith to a
nation mired in the social crisis of the
great depression, so I believe the Health
Security program in the decade of the
1970's can guarantee high quality health
care to our people and lead us out of the
current crisis of confidence in our health
system.

We know from recent experience that
changes in the organization and delivery
of health care in the United States will
come only by an excruciating national
effort. Throughout our society today,
there is perhaps no institution more re-
sistant to change than the organized
medical profession. Indeed, because the
crisis is so serious in the organization
and delivery of health care, there are
many who argue that we must make
improvements in the organization and
delivery system first, before we can safely
embark on changing the financing sys-
tem through national health insurance.

I believe the opposite is true. We must
use the financing mechanism to create
strong new incentives for the reorganiza-
tion and delivery of health care. Thomas
Paine declared at the founding of oui
American Republic, echoing the words of
the ancient Greeks, "Give us a lever and
we shall move the world." I say, give us
the lever of national health insurance
and together we shall move the medical
world and achieve the reforms that are
so desperately needed.

The fact that the time has come for
national health insurance makes it all
the more urgent to pour new resources
into remaking our present system. The
existing organization and delivery of
health care are so obviously inadequate
to meet our current health crisis that
only the catalyst of national health in-
surance will be able to produce the sort
of basic changes that are needed if we
are to escape the twin evils of a national
health disaster or the total federalization
of health care in the 1970's.

The use of the phrase "national health
disaster" is not too strong. That the dan-
ger is great and imminent is a point on
which both President Nixon and I agree.
In July of 1969, President Nixon told a
news conference that the Nation faced a
massive crisis in health care, and that
unless action was taken both administra-
tively and legislatively to meet the crisis
within the next 2 or 3 years, we would
have a breakdown of our medical care
system.

Our view of the problem is the same,
but-on the basis of the information
available about the administration's
health program-we differ profoundly on
the solution to be proposed. The central
issue is how we can begin to move the
health care system from where we are
today to where we want to be tomorrow
and in the years ahead. Neither the
Health Security program nor the admin-
istration's program seeks revolutionary
change in health care. The change that
comes must be evolutionary change,
but it must also be change that is capable
of reaching the goals we share.

In essence, our difference is over the
question whether the existing health
care system needs a major overhaul or
simply a minor tuneup. The question is
whether a coordinated and comprehen-
sive new approach is needed, or simply
the sort of patchwork approach we have
been using for too long. To be sure, we
do need health insurance for the poor,
catastrophic illness insurance for middle
America, more assistance for medical
schools, a moonshot against cancer
and a manhattan project against sickle-
cell anemia, incentives for health main-
tenance, and all the other items likely to
be unveiled in the administration's ar-
senal. But we cannot afford to take these
steps alone. Such divided and categori-
cal approaches have been tried under
Government or private sponsorship in
the past, and they have met with uni-
form frustration and defeat.

We propose that the Nation cannot
afford to repeat the mistakes of the past.
We must begin now to develop a more
coherent health care system which pro-
vides for the efficient use of existing
health services and resources, which en-
courages better services and resources for
the future, and which offers a compre-
hensive, balanced and proportioned ap-
proach to the health care system as a
whole. This is the goal of the Health
Security program.

The experience of medicare and
Imedicaid has demonstrated that money

alone and health insurance alone are no
,longer adequate to deal with the health
Sneeds of the Nation. So long as the re-

sources are insufficient and the organi-
zational arrangements are inadequate,

money alone will only make the prob-
lem worse. National health insurance is
necessary, but it must now and for the
years ahead be part of a broader pro-
gram of Health Security.

To those who say that the Health Se-
curity program will not work unless we
first have an enormous increase in
health manpower, health facilities and
our ability to deliver health care, I reply
that until we begin moving toward such
a Health Security program, neither Con-
gress nor the medical profession will
ever take the basic steps that are essen-
tial to improve the system. Without
something like the Health Security pro-
gram to galvanize us into action, I fear
that we will simply continue to patch the
present system beyond any reasonable
hope of survival.

If we are to reach our goal of bring-
ing adequate health care to all our citi-
zens, we must have full and generous co-
operation between Congress, the admin-
istration, and all the health professions.
I believe that we shall have this coopera-
tion. We know the dedication of the
health professions, the heroic efforts of
hospitals and other institutions, the con-
scientious efforts of Federal, State, and
local government agencies and their
health personnel. We know their strong
desire to end the limitations under which
they struggle today to meet the growing
national need for better health care. We
share a common goal, and I am confident
that we shall prevail.

It is highly appropriate that we in the
Senate launch this new debate over
health care on this, our first day of leg-
islative business in the 92d Congress.
At last, the debate over health care has
shifted from the halls of the universities
to the hearing rooms of Congress. The
anguished pleas of millions of our people
are being heard.

In the weeks and months to come, a
great national debate will take place.
As the new chairman of the Senate
Health Subcommittee, I intend to take
this issue to the people in all parts of the
country, and to make every effort to in-
sure that the promise of good health care
becomes a reality for every citizen.

Although the debate will be nation-
wide, the primary focus will be on Con-
gress and the response we make to the
challenge that so clearly exists. More
and more, in recent years, Congress has
shown itself capable of meeting great
challenges with great responses, and I
am confident that the 92d Congress will
do no less. Indeed, there could be no
finer tribute to the 92d Congress than
to be recorded as the Congress that at
last ended the crisis of health care in
America and brought health security to
all our people.

THE CURRENT CRISIS

If one thing is clear in the United
States of 1971, it is that health care is
the fastest-growing failing business in
the Nation-a $70 billion industry that
fails to meet the urgent needs of our
people. Today, more than ever before,
we are spending more on health care and
enjoying it less.

In spite of our vaunted research and
technology, unequaled by any other
nation in the history of the world,
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America is an also-ran in the delivery of
health care to our people.

Almost every family knows the cruel
burden of worry, frustration, and disap-
pointment that mark our search for bet-
ter health care. The average American
lives in dread of illness and disability.
He lives with the uncertainty of not
knowing whether to seek medical care,
or when to seek it, or where to find it, or
how to pay for it.

For millions of our citizens, health
care of any sort is simply not available
at any price. For millions more, the
quality of care available is so poor that
it may be fairly said that the citizen will
be worse off because of his contact with
the system.

There is not a person in the Nation
who has not felt the heavy burden of the
soaring cost of medical care. There is
not a family in the Nation that does not
live in fear of sickness and ill health,
and the very real prospect of financial
ruin and worse because of accident or
serious illness.

Our current health crisis cuts across
all political, social, economic and geo-
graphic lines. It affects rich and poor,
black and white, old and young, urban
and rural alike. Of all the pressing do-
mestic problems we face, none is more
pervasive or more difficult to resolve
than the deterioration of our once proud
system of health care. Never have so
many different elements in our popula-
tion been so united in their demand for
action.

COMPARISONS WITH OTHER NATIONS

We know very well the dismal health
record of the United States compared to
the other major industrial nations of the
world. Our rates of sickness and mor-
tality lag far behind the potential of
modern health care in America, or the
reality of such care in many foreign na-
tions. Year after year, the statistics tell
us how little progress we have been mak-
ing in health care in recent decades
compared to other nations. Our record is
getting no better. Unless we stop the
slide, the crisis will get worse, and the
result will be disaster.

The comparisons are shocking:
In infant mortality, among the major

industrial nations of the world, the
United States today trails behind 12
other countries, including all the Scan-
dinavian nations, most of the British
Commonwealth, Japan, and East Ger-
many. Half of these nations were behind
us in the early 1950's.

We trail six other nations in the per-
centage of mothers who die in child-
birth. In the early 1950's, we had the
lowest rate of any industrial nation.

Tragically, the infant mortality rate
for nonwhites in the United States is
nearly twice the rate for whites. And
nearly five times as many nonwhite
mothers die in childbirth as whites-
shameful evidence of the ineffective
prenatal and postnatal care our minority
groups receive.

The story told by other health indica-
tors is equally dismal. The United States
trails 17 other nations in life expectancy
for males, 10 other nations in life expect-
ancy for females, and 15 other nations in
the death rate for middle-aged males.

THE ROLE OF PRIVATE HEALTH INSURANCE

The comparison with other nations,
reveals one other very important point.
The United States today is the only i
major industrial nation in the world
without a system of national health in-
surance or a national health service. In-
stead, we have placed our prime reliance
on private enterprise and private health
insurance to meet the need.

I believe that the private health insur-
ance industry has failed us. It fails to
control costs. It fails to control quality.
It provides partial benefits, not compre-
hensive benefits; acute care, not preven-
tive care. It ignores the poor and the
medically indigent.

Despite the fact that private health
insurance is a giant $12 billion industry,
despite more than three decades of
enormous growth, despite massive sales
of health insurance by thousands of pri-
vate companies competing with each
other for the health dollar of millions of
citizens, health insurance benefits today
pay only one-third of the total cost of
private health care, leaving two-thirds
to be paid out of pocket by the patient
at the time of illness or as a debt there-
after, at the very time when he can least
afford it.

Nearly all private health insurance is
partial and limited. For most citizens,
their health insurance coverage is more
loophole than protection. In 1968, of the
180 million Americans under 65:

Twenty percent, or 36 million, had no
hospital insurance;

Twenty-two percent, or 39 million, had
no surgical insurance;

Thirty-four percent, or 61 million, had
no in-patient medical insurance;

Fifty percent, or 89 million, had no
outpatient X-ray and laboratory in-
surance;

Fifty-seven percent, or 102 million, had
no insurance for doctors' office visits or
home visits;

Sixty-one percent, or 108 million, had
no insurance for prescription drugs;

Ninety-seven percent, or 173 million,
had no dental insurance.

As a result, it is fair to say that private
health insurance today is a major part
of our current crisis in health care.
Commercial carriers syphon off the
young and healthy, leaving the old and
ill to Blue Cross, vulnerable to escalating
rates they cannot possibly afford.

Too often, private carriers pay only
the cost of hospital care. They force
doctors and patients alike to resort to
wasteful and inefficient use of hospital
facilities, thereby giving further impetus
to the already soaring cost of hospital
care and unnecessary strains on health
manpower.

Valuable hospital beds are used for
routine tests and examinations which,
under any rational health care system,
would be conducted on an out-patient
basis.

Unnecessary hospitalization and un-
necessarily extended hospital care are
encouraged for patients for whom any
rational system would provide treatment
in other, less elaborate facilities.

Unnecessary surgery is encouraged.
We know that far more surgery takes
place in the United States than in other

nations with far better health records.
We know that under the Federal Em-
ployees Health Benefits program, more
;han twice as much surgery takes place
on Federal employees enrolled in the in-
demnity reimbursement plan as on those
enrolled in prepaid group practice plans
in the Federal program. The figures are
sspecially striking for female surgery
and for surgical procedures like appen-
dectomy and tonsillectomy.

This, then, is where we stand today.
Private health insurance has done no
more than this to provide health secu-
rity for American families.

THE SOURCE OF OUR HEALTH CRISIS

Our system of health care is in crisis
today largely because our knowledge of
health care has evolved at a much greater
rate than our ability to deliver health
care. We are the richest nation in the
world in Nobel Prizes for medicine, yet
we are among the poorest nations of the
world in our ability to translate the tri-
umphs of medical research into the real-
ity of better health care. Our success
in the laboratory is hollow indeed, in
light of the cruel truth that good health
care is simply not available to millions
of our people.

In large part, our health care system
has been buried under our magnificent
advances of medical research. We have
allowed ourselves to become so preoccu-
pied with developing techniques to treat
disease that we have ignored the delivery
of health care. To be sure, the delivery
system has evolved, but it has evolved
more by neglect than design, to the point
where it can no longer be called a sys-
tem in a meaningful sense. We have
severe shortages of family doctors and
dentists, and a surfeit of surgeons. Rural
practitioners retire, and hundreds of
counties and thousands of small com-
munities in America find themselves
without access to a physician. Patients
everywhere face a bewildering array of
health personnel who know more and
more about one disease or organ, but less
and less about the whole patient.

It is important to understand how our
present health crisis came about. At
the turn of the present century, medical
care in the United States began to take
firm root in the emerging modern
science. Soon after 1910, medical educa-
tion itself became a university undertak-
ing with a solid foundation in science.

The explosion of scientific knowledge
made vast new resources available to
medicine. The science and art of medical
care developed at an unprecedented rate.
As a result, specialization in medicine be-
came necessary, and a number of spe-
cialties began to develop in medical
schools and in the practice of medicine.
The family physician began to disappear,
replaced by an increasing variety of spe-
cialists, according to ages of life, cate-
gories of disease, organs of the body, and
medical techniques.

Medical care became increasingly frac-
tionated. No adequate resources were de-
veloped to take the place of the disap-
pearing family physician, to provide
primary medical care, or to coordinate
services of the emerging specialties. The
quality and effectiveness of medical care
became increasingly uneven.
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The specialization of physicians was
accompanied by an increasing variety
and number of allied practitioners. And,
inevitably, along with the increasing
complexity in the function of physicians,
a similar complexity developed in the
services provided by hospitals-the es-
sential workshops of most of the new
specialists.

As a consequence of these develop-
ments, the cost of medical care began to
rise, progressively pricing more and more
medical care beyond the reach of more
and more people.

At the same time, the system of medi-
cal practice in the Nation-which had
developed over the centuries when medi-
cal care was simple and uncomplicated-
became increasingly rigid and unchang-
ing, and began to impede the availability
of medical care for more and more peo-
ple. It began to interfere with the devel-
opment of the personnel, facilities, and
organizations needed to make medical
care actually available to the people.

In turn, the stagnation of the health
care system had two further unfortunate
developments-an increasing unavail-
ability of medical care despite increasing
public expectation and demand for better
medical care; and steeply increasing
costs. The system resisted the develop-
ment of needed resources for the deliv-
ery of medical care, and it resisted or-
ganizational improvements to moderate
the steep rise in costs.

These developments and progressions
were not peculiar to the United States.
They were also taking place in all de-
veloped countries of the world. As one
nation after another faced the problem,
it acted to deal with the situation. Some
countries developed national health in-
surance programs. Others developed na-
tional health services. They met their
problems as best they could, according
to their own needs and resources.

The United States alone stood apart
from these worldwide developments. We
preserved our faith in the private sector.
Although government did become in-
volved in the effort to upgrade health
care, the effort was always limited, cate-
gorical, and inadequate. We chose to
leave basic planning and development of
health care to professional leadership
and to the play of the marketplace.

The crisis today reflects the fact that
professional leadership alone was not
capable of meeting the national needs,
and that the demands and needs of medi-
cal care do not lend themselves to satis-
faction solely through the forces and the
dynamics of the marketplace.
THE DEVELOPMENT OF THE HEALTH SECURITY

PROGRAM

Recently, an important new chapter
began in the long history of American
health needs and social policy. Walter
Reuther, the late president of the United
Auto Workers, was among the first to see
that financing programs like medicare
and medicaid or extensions of private
health insurance could not resolve the
crisis of disorganization and the spiral-
ing cost of health care. Walter Reuther
understood that the Nation needed to
take a bold step forward. In November
1968, he announced the formation of the
Committee of One Hundred for National

Health Insurance. As he said, in estab-
lishing the mandate of the committee:

I do not propose that we borrow a national
health insurance system from any other na-
tion. No nation has a system that will meet
the peculiar needs of America. I am confi-
dent that we have in America the ingenuity
and the social inventiveness needed to create
a system of national health insurance that
will be uniquely American-one that will
harmonize and make compatible the best
features of the present system, with maxi-
mum freedom of choice, within the eco-
nomic framework and social structure of a
national health insurance system.

Joining Walter Reuther on that com-
mittee were Dr. Michael E. deBakey,
president of Baylor College of Medicine;
Mrs. Mary Lasker, president of the Al-
bert and Mary Lasker Foundation; Mr.
Whitney M. Young, Jr., executive direc-
tor of the National Urban League; and
other outstanding citizens from the fields
of medicine, public health, industry, ag-
riculture, labor, education, the social
services, youth, civil rights, religious or-
ganizations, and consumer groups. I have
had the honor of serving on that com-
mittee, along with my Senate colleagues,
JOHN SHERMAN COOPER and WILLIAM
SAXBE, and my former colleague, Ralph
Yarborough.

In its efforts over the past 2 years, the
committee has worked to develop a sound
program for improving the organization,
financing and delivery of health services
to the American people. The committee's
deliberations were based upon the prem-
ise that progress toward a more rational
health system should be orderly and evo-
lutionary. The members of the commit-
tee felt that a better system of health
care for America should rest upon the
positive motivations and interests of
both consumers and providers of health
services. They believed that no system
could succeed if it were imposed by flat
through rigid legislation and administra-
tive regulations.

Throughout its deliberations, the com-
mittee has been guided by the work of its
distinguished technical subcommittee,
chaired by Dr. I. S. Falk, professor emer-
itus of public health of Yale University
and the most eminent authority in the
field of health economics in the Nation.
The committee consulted extensively
with representatives of professional as-
sociations, consumer organizations, la-
bor unions, business groups, and many
other interested organizations. The
Health Security program is the result of
these efforts, and it gives careful con-
sideration to the recommendations of all
of these groups.

Last August, Senators COOPER, SAXBE,
YARBOROUGH, and I, together with 11
other Senators, introduced the original
version of the Health Security program
as S. 4297 in the 91st Congress. In Sep-
tember, the Senate Committee on Labor
and Public Welfare held 2 days of hear-
ings on the legislation, the first hearings
to be held in Congress on comprehensive
national health insurance since the criti-
cal problems of health care in America
first became paramount 20 years ago.
With the exception of the administra-
tion, testimony from a broad spectrum
of witnesses was immensely favorable to
the bill, and generated increased momen-

turn for introduction of the bill in the
92d Congress.

At the time the bill was originally in-
troduced last year, Congresswoman
MARTHA GRIFFITHS of Michigan had al-
ready introduced legislation in the House
of Representatives to create a national
health insurance program similar in
overall concept to the Health Security
program, and her bill had received the
strong endorsement of the AFL-CIO,
under the leadership of President George
Meany.

Before the 91st Congress adjourned
last year, we had decided to pool our ef-
forts and introduce a common bill in the
92d Congress. Hundreds of detailed dif-
ferences between the two previous bills
have been resolved, and the debate over
the preparation of the new bill has led
to the stronger Health Security program
we introduce today.

As these and other developments make
clear, we are now seeing the uniting of
major American institutions to support
the goal of Health Security. It is an issue
destined to grow and remain before the
American public until the goal of ade-
quate health care for all is finally
achieved.
MAJOR PROVISIONS OF THE HEALTH SECURITY

PROGRAM

The Health Security program is
intended to be comprehensive and
extensive. At the conclusion of my re-
marks in the CONGRESSIONAL RECORD, I
will include a section-by-section analysis
of the bill and the text of the bill itself,
so that the details of its provisions may
be widely available to all. At this time,
however, I would like to call attention to
its main provisions:

Basic principle-The basic principle of
the Health Security program is two-
fold: to establish a system of comprehen-
sive national health insurance for the
United States, capable of bringing the
same high quality health care to every
resident; and, to use the program to
bring about major improvements in the
organization and delivery of health care
in the Nation.

The Health Security program does not
envisage a national health service, in
which Government owns the facilities,
employs the personnel, and manages all
the finances of the health care system.
On the contrary, the program proposes
a working partnership between the public
and private sectors. There will be Gov-
ernment financing and administrative
management, accompanied by private
provision of personal health services
through private practitioners, institu-
tions, and other providers of health care.

Persons eligible for benefits-Every
individual residing in the United States
will be eligible to receive benefits. There
will be no requirement of past individual
contributions, as in Social Security, or a
means test, as in Medicaid.

Starting date for benefits-July 1,
1973. The 2-year tooling-up period
prior to that date will be used to prepare
the health care system for the program.

Covered benefits-With certain mod-
est limitations, the program will pro-
vide comprehensive health benefits for
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every eligible person. The benefits avail-
able under the program will cover
the entire range of personal health care
services, including the prevention and
early detection of disease, the care and
treatment of illness, and medical rehabil-
itation. There are no cutoff dates, no
coinsurance, no deductibles, and no wait-
ing periods.

For example, the program provides full
coverage for physicians' services, in-
patient and outpatient hospital services,
and home health services. It also pro-
vides full coverage for other professional
and supporting services, such as optom-
etry services, podiatry services, devices,
and appliances, and certain other serv-
ices under specified conditions.

The four limitations in the otherwise
unlimited scope of benefits are dictated
by inadequacies in existing health re-
sources or in management potentials.
They deal with nursing home care, psy-
chiatric care, dental care, and prescrip-
tion drugs, as follows:

Skilled nursing home care is limited to
120 days per benefit period. The period
may be extended, however, if the nursing
home is owned or managed by a hospital,
and payment for care is made through
the hospital's budget.

Psychiatric hospitalization is limited
to 45 consecutive days of active treat-
ment during a benefit period, and psy-
chiatric consultations are limited to 20
visits during a benefit period. These lim-
its do not apply, however, when benefits
are provided through comprehensive
health care organizations or comprehen-
sive mental health care organizations.

Dental care is restricted to children
through age 15 at the outset, with the
covered age group increasing annually
until persons through age 25 are covered.
Persons eligible for coverage through age
25 will remain eligible for coverage
throughout their lives.

Prescribed drugs are limited to those
provided through hospital in-patient or
out-patient departments, or through or-
ganized patient care programs. For other
patients, coverage extends only to drugs
required for the treatment of chronic or
long-term illness.

Inevitably, simply stating these four
limitations gives them a prominence they
do not deserve. In all other respects, cov-
ered health services will be available
without limit, in accordance with medi-
cal need.

Administration--The administration
of the Health Security program will be
carried out by a five-member full-time
Health Security Board, appointed by the
President with the advice and consent of
the Senate. Members of the Board will
serve 5-year terms, and will be under the
authority of the Secretary of Health,
Education, and Welfare.

A statutory National Advisory Council
will assist the Board in the development
of general policy, the formulation ol
regulations, and the allocation of funds
Members of the Council will include rep-
resentatives of both providers and con-
sumers of health care.

Field administration of the progranr
will be carried out through the 10 exist
ing HEW regions, as well as through tht
approximately 100 health subareas tha

now exist as natural medical market- i
places in the Nation. Advisory councils t
on matters of administration will be es- s
tablished at each of these levels. How-
ever, the Board will guide the overall
performance of the program. It will co- 1
ordinate its functions with State and re-
gional planning agencies, and it will ac-
count for its activities to Congress.

Financing the program-The program
will be financed through a Health Secu-
rity Trust Fund, similar to the Social
Security Trust Fund. Income to the
Fund will derive from four sources:

Fifty percent from general Federal tax
revenues;

Thirty-six percent from a tax of 3.5
percent on employers' payrolls;

Twelve percent from a tax of 1 percent
on employees' wages and unearned in-
come up to $15,000 a year;

Two percent from a tax of 2.5 percent
on self-employment income up to $15,-
000 a year.

Employers may pay all or part of their
employees' health security taxes, in ac-
cord with arrangements established un-
der collective-bargaining agreements.

Payment mechanism-The essence of
the payment mechanism and the central
cost control feature of the program is
that the health care system as a whole
will be anchored to a budget established
in advance. A given amount of money
will be made available for the program
each year, based on the available esti-
mates of the needs to be met and the
services to be provided, witn due regard
for the resources of the system. As in
every area of our economic life, the
health care system will be obliged
to live within its budget. In this way
we can end the unacceptable escala-
tion of costs within our present sys-
tem. In this way we can end the long
financial binge in which health care
has had a signed blank check on the
whole economy of the Nation.

Each year, the Health Security Board
will make an advance estimate of the
total amount needed for expenditure
from the Trust Fund to pay for health
care services in the program. The Board
will allocate funds to the several regions,
and these allocations will be subdivided
among categories of services in the health
subareas. Advance estimates, constitut-
ing the program budgets, will be subject
to adjustments in accordance with guide-
lines in the act. The allocations to re-
gions and to subareas will be guided ini-
tially by the available data on current
levels of expenditure. Thereafter, they
will be guided by the program's own ex-
perience in making expenditures and in

Sassessing the need for equitable health
care throughout the Nation.

Compensation of doctors, hospitals,
and other providers-Providers of health

Sservices will be compensated directly by
the Health Security program. Individ-
uals will not be charged for covered
services.

Hospitals and other institutional pro-
- viders will be paid on the basis of ap-

proved prospective budgets. Independent
i practitioners, including physicians, den-
- tists, podiatrists, and optometrists, may
e be paid by various methods which they
t may elect: by fee-for-service, by capita-

ion payments, or in some cases by re-
tainers, stipends, or a combination of
such methods. Comprehensive health
service organizations may be paid by
capitation, or by a combination of capi-
tation and methods applicable to pay-
ments to hospitals and other institutional
providers. Other independent providers,
such as pathology laboratories, radiology
services, pharmacies, and providers of
appliances, will be paid by methods
adapted to their special characteristics.

Foundations, sponsored by medical or
dental societies or other specified non-
profit organizations, are specifically rec-
ognized as a class of providers with
which the Board may contract for serv-
ices. Foundations would be required to
have an enrolled population and to per-
mit participation by all qualified physi-
cians in the area. Foundations would be
reimbursed by the same formula used for
prepaid group practice plans.

In addition, drug addiction and alco-
holic treatment centers are specifically
included as eligible providers of services
under the program.

Resources Development Fund-An es-
sential feature of the program is the Re-
sources Development Fund, which will
come into operation 2 years before bene-
fits begin. In the first year of this "tool-
ing up" period, $200 million will be ap-
propriated for the fund; in the second
year, $400 million will be made available.
Once the program benefits begin, up to
5 percent of the Trust Fund-about $2
billion a year-will be set aside for re-
sources development. These funds will
be used to support innovative health pro-
grams, particularly in areas like man-
power, education, training, group prac-
tice development, and other means to
improve the delivery of health care. The
principal attribute of the Fund is that
it can be used to channel far more money
into areas like education and training
than is possible under the existing sys-
tem of congressional authorization and
appropriation for ongoing programs.

Quality Control--The Health Security
program includes various provisions de-
signed to safeguard the quality of health
care. The program will establish national
standards more exacting than medicare
for participating individual and institu-
tional providers. Independent practition-
ers will be eligible to participate if they
meet licensure and continuing education
requirements. Specialty services will be
covered if, upon referral, they are per-
formed by qualified persons. Hospitals
and other institutions will be eligible for
participation if they meet national
standards, and if they establish utiliza-
tion review and affiliation arrangements.

In addition, the Health Security Board
is authorized to require prior consulta-
tion with an appropriately qualified
specialist before the performance of des-
ignated nonemergency surgery, in or-
der to allow administrative monitoring
of surgical procedures that are fre-
quently abused.

Incentives-Financial, professional
and other incentives are built into the
program to move the health care delivery
system toward organized arrangements
for patient care, and to encourage pre-
ventive care and the early diagnosis
of disease.

287



CONGRESSIONAL RECORD - SENATE January 25, 1971

In the area of health manpower, the
program will supplement existing Fed-
eral programs. It will provide incentives
for comprehensive group practice or-
ganizations, encourage the efficient use
of personnel in short supply, and stimu-
late the progressive broadening of health
services. It will provide funds for educa-
tion and training programs, especially
for members of minority groups and
those disadvantaged by poverty. Finally,
it will provide special support for the
location of increased health personnel in
urban and rural poverty areas.

Relation to existing programs-Vari-
ous Federal health programs will be su-
perseded, in whole or in part, by the
Health Security program. Since persons
of age 65 or over will be covered by the
program, medicare under the social se-
curity system will be terminated. Fed-
eral aid to the States for medicaid and
other Federal programs will also be term-
inated, except to the extent that benefits
under such programs are broader than
under the Health Security program.
However, the bill does not affect the cur-
rent provisions for personal health serv-
ices under the Veterans Administration,
temporary disability, or workmen's com-
pensation programs.

Cost of the program and Federal rev-
enue sharing-On the basis of data
available for the fiscal year 1970, a total
of $41 billion was expended for health
care benefits that would have been cov-
ered by the Health Security program had
the program been in effect for that year.
In other words, if the Health Security
program had been in effect in 1970, the
cost of the program would have been
$41 billion.

The $41 billion figure represents ap-
proximately 70 percent of the total actual
expenditures for personal health care in
the United States for that year. These
expenditures consist of $30 billion in
private health insurance payments and
private out-of-pocket payments, $8 bil-
lion in payments by the Federal Govern-
ment, and $3 billion in payments by
State and local governments.

The cost of the health security pro-
gram has been the source of enormous
confusion and misunderstanding since
the original version of the Health Secu-
rity Act was introduced last year in the
91st Congress. The crucial point is that
in no sense does the hypothetical $41
billion price tag for the Health Security
program in 1970 represent new money.
Rather, this is what Americans are al-
ready paying for personal health care
under the existing system.

Thus, the Health Security program is
not a new layer of Federal expenditures
on top of existing public and private
spending for health care. Instead, the
Health Security program simply redis-
tributes the health expenditures that are
already being made. Although, of course,
Federal expenditures in 1970 would hive
risen from $8 billion under the existing
system to .41 billion if the Health Securi-
ty program had been in effect, individuals
and organizations throughout the Nation
would have been relieved of $30 billion of
private health insurance expenses and
out-of-pocket payments for health care,
and State and local governments would
have been relieved of $3 billion, repre-

senting costs incurred largely in med-
icaid and other public assistance pro-
grams, and in city and county medical
programs.

In a very real sense, therefore, the
Health Security program is a direct form
of Federal revenue sharing. It offers $3
billion in substantial and immediate Fed-
eral financial relief to State and local
governments, thereby freeing scarce
State and local funds for other urgently
needed purposes.

Over the long run, by revitalizing the
existing health care system and ending
the excessive inflation in the cost of
health care, the Health Security program
will be far less expensive than the amount
we will spend if we simply allow the
present system to continue.

Even at the beginning, moreover, the
Health Security program will provide
more and better services without increas-
ing the cost, since the initial savings
achieved by the program will be sufficient
to offset the cost of the increased serv-
ices. In other words, from the day the
Health Security program begins, we will
guarantee our citizens better value for
their health dollar, and achieve a sub-
stantial moderation of the current exor-
bitant inflation in health costs. Even in
the first year of the Health Security
program, the comprehensive health serv-
ices provided will be available for the
same cost we would have paid for the
partial and inefficient services of the
existing system.

In 1970, for example, spending for
health exceeded $70 billion. For the first
time in our history, expenditures for
health rose above 7 percent of our gross
national product. If we continue to do
nothing, the annual cost will exceed $100
billion in only 3 years.

CONCLUSION

In sum, the Health Security Act we
submit to the Senate and to the people
of the United States differs from all
previous proposals for health care or
national health insurance. It is not just
another financing mechanism. It is not
just another design for pouring more
purchasing power into our already over-
strained and overburdened nonsystem
for the delivery of health care. It is not
just another proposal to generate more
professional personnel or more hospitals
and clinics, without the means to guar-
antee their effective use.

Ours is a proposal to give us a national
system of health security. Under this pro-
gram, the funds we make available will
finance and budget the essential costs of
good health care for generations ahead.
At the same time, these funds will be
building new capacity to bring adequate,
efficient and reliable health care to all
families and individuals in the Nation.

I invite all Members of the Senate to
study this proposed legislation and to
join with us in seeking early enactment
of the Health Security program.

Mr. President, in order that the details
of this legislation may be widely avail-
able to all, I ask unanimous consent that
the bill may be printed at this point in
the RECORD, together with a section-by-
section analysis of the bill.

The PRESIDENT pro tempore. The
bill will be received and appropriately
referred; and, without objection, the bill

and section-by-section analysis will be
printed in the RECORD.

The bill (S. 3) to create a national sys-
tem of health security, introduced by
Mr. KENNEDY, for himself and other Sen-
ators, was received, read twice by its
title, referred to the Committee on Fi-
nance, and ordered to be printed in the
RECORD, as follows:

s. 3

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That this
Act may be cited as "The Health Security
Act."

FINDINGS AND DECLARATION OF PURPOSE

SEC. 2. (a) The Congress finds that-
(1) the health of the Nation's people is

the foundation of their wellbeing and of
our Nation's strength, productivity, and
wealth;

(2) adequate health care for all of our
people must now be recognized as a right;
and

(3) a national system of Health Security
is the means to implement that right.

(b) The purpose of this Act is-
(1) to create a national system of health

security benefits which, through national
health insurance, will make comprehensive
health services available to all residents of
the United States, and

(2) through the operation of the system,
to effect modifications in the organization
and methods of delivery of health services
which will increase the availability and con-
tinuity of care, will enhance its quality, will
emphasize the maintenance of health as
well as the treatment of illness and, by im-
proving the efficiency and the utilization of
services and by strengthening professional
and financial controls, will restrain the
mounting cost of care while providing fair
and reasonable compensation to those who
furnish it.

INITIATION OF HEALTH SECURITY PROGRAM

SEC. 3. Health Security taxes will become
effective on January 1, and health services
will become available on July 1, of the sec-
ond calendar year after the year in which
this Act is enacted. Except for the benefit
and related fiscal provisions, title I of this
Act is effective upon enactment. Certain
federally financed or supported health pro-
grams will be terminated or curtailed when
health benefits under this Act become avail-
able. Effective dates of the several provisions
of this Act are set forth in sections 142, 204,
214, 301,302, and 303.
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PART G--ADMINISTRATION
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Sec. 128. Participation by State Agencies.
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Sec. 204. Effective dates of Part A.
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Sec. 211. Imposition of tax.
Sec. 212. Tax on unearned income.
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Sec. 214. Effective dates of part B.

TITLE III-REPEAL OR AMENDMENT OF
OTHER ACTS

Sec. 301. Repeal of medicare and Federal em-
ployee health benefit statutes.

Sec. 302. Medicaid statute.
Sec. 303. Vocational Rehabilitation Act;

maternal and child health and
crippled children's services.

TITLE IV-STUDIES RELATED TO HEALTH
SECURITY

Sec. 401. Study of the provision of health
security benefits to United States
citizens in other countries.

Sec. 402. Study of long-term care needs.
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Federal health benefit programs.
Sec. 404. Study of malpractice liability.
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TITLE I-HEALTH SECURITY BENEFITS
PART A-ELIGIBILITY FOR BENEFITS

BASIC ELIGIBILITY
SEC. 11. Every resident of the United States

and every nonresident citizen thereof is eligi-
ble, while within the United States, to re-
ceive health services under this Act; except
that an alien employee (as defined in regula-
tions) of a foreign government, of an instru-
mentality of a foreign government exempt
from the tax imposed by section 3111(b) of
the Internal Revenue Code of 1954, or of an
international organization (as defined in the
International Organizations Immunity Act)
is eligible only in accordance with an agree-
ment under section 12. An alien admitted as
a permanent resident and living within the
United States, or an alien admitted for em-
ployment and employed within the United
States, is for the purposes of this title a
resident of the United States.

AGREEMENTS FOR ELIGIBILITY OF OTHER PERSONS

SEC. 12. The Health Security Board (here-
after referred to as the "Board"), with the
approval of the Secretary of Health, Educa-
tion, and Welfare and the Secretary of State,
is authorized to enter into agreements with
foreign governments, international organiza-
tions, or other entities to extend the benefits
of this title to persons within the United
States not otherwise eligible therefor, in con-
sideration of payment to the United States
of the estimated cost of furnishing the bene-
fits to such persons, or of an undertaking
to furnish in a foreign country similar bene-
fits to citizens of the United States, or of a
combination of payment and such an under-
taking.

PART B-NATURE AND SCOPE OF BENEFITS;
COVERED SERVICES

ENTITLEMENT TO HAVE PAYMENT MADE FOR
SERVICES

SEC. 21. Every eligible person is entitled to
have payment made by the Board for any
covered service furnished within the United

States by a participating provider if the serv-
ice is necessary or appropriate for the main-
tenance of health or for the diagnosis or
treatment of, or rehabilitation following, In-
jury, disability, or disease. Covered services
are the services described in this part (sub-
ject to the exclusions stated in section 28);
participating providers are providers de-
scribed in part C.

PHYSICIAN SERVICES
SEC. 22. (a) Professional services of physi-

cians, furnished in their offices or elsewhere,
are covered services except to the extent
otherwise provided in this section and section
28. Covered physicians' services include serv-
ices and supplies of kinds which are common-
ly furnished in a physician's office, without
separate charge, as an incident to his profes-
sional services.

(b) Covered physicians' services consist of
(1) primary medical services, which are the

services (as defined in regulations, but in-
cluding preventive services) ordinarily fur-
nished by physicians, whether general prac-
titioners or specialists, engaged (as deter-
mined in accordance with standards for such
practice prescribed in regulations) in gen-
eral or family practice for adults or for chil-
dren or for both, and (2) specialized services.
Major surgery and other specialized services
designated in regulations are covered services
only if they are furnished by an appropriately
qualified specialist and, to the extent spec-
ified in regulations, on referral by a phy-
sician engaged in general or family practice,
or if they are emergency services.

(c) Psychiatric (mental health) service to
an outpatient is a covered service (1) only
if it constitutes an active preventive, diag-
nostic, therapeutic, or rehabilitative service
with respect to emotional or mental disor-
ders, and (2) only (A) if the service is fur-
nished by a comprehensive health service
organization, by a hospital, or by a commu-
nity mental health center or other mental
health clinic which furnishes comprehensive
mental health services, or (B) if the service
is furnished to a patient of a day care serv-
ice approved by the Board for this purpose,
or (C) to the extent of twenty consultations
during a benefit period (as defined in regula-
tions), if the service is furnished otherwise
than in accordance with clause (A) or (B).
In any community in which the available
psychiatric services furnished otherwise than
in accordance with clause (A) or (B) are
found by the Board to be insufficient to meet
the needs of the community, the Board may
limit the coverage of such services by pre-
scribing referral or other nonfinancial con-
ditions in order to give priority of access to
the services to those persons most in need
of them.

DENTAL SERVICES
SEC. 23(a) Professional services (described

in subsection (c)) of a dentist, furnished in
his office or elsewhere, are (subject to the
provisions of section 28) covered services if
they are furnished to a person who, at the
time when the services are furnished, is en-
titled to such services in accordance with
subsection (b). Covered services include serv-
ices, materials, and supplies which are com-
monly furnished in a dentist's office, without
separate charge, as an incident to his pro-
fessional services.

(b) Persons who on the effective date of
health benefits are less than 15 years of age
are entitled to covered dental services, and
will remain so entitled throughout their
lives. On July 1 of each of the five years im-
mediately succeeding the year in which the
effective date occurs, the following persons
will become (and thereafter remain) entitled
to such services: on July 1 of the first suc-
ceeding year, persons who are then less than
17 years of age; on July 1 of the second
succeeding year, persons who are then less
than 19 years of age; on July 1 of the third
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succeeding year, persons who are then less
than 21 years of age; on July 1 of the fourth
succeeding year, persons who are then less
than 23 years of age; and on July 1 of the
fifth succeeding year, persons who are then
less than 25 years of age.

(c) Covered dental services are preventive
services (including personal dental health
education), diagnostic services, therapeutic
services (exclusive of orthodontic services
other than for handicapping malocclusion),
and services required for rehabilitation fol-
lowing injury, disability, or disease.

(d) It is the intention of the Congress that
the coverage of dental services under this
title be extended to persons more than 15
years of age on the effective date, as rapidly
as the availability of funds and of facilities
and personnel makes possible, and the Board,
in its annual reports to the Congress on the
administration of this title, shall review the
operation of this section and recommend ex-
tension of the entitlement specified in this
section as rapidly as the Board deems feasible.
Not later than seven years after the effective
date, the Board shall submit its recommen-
dation with respect to the scope and condi-
tions of availability of covered dental services
to all persons not already entitled thereto.

INSTITUTIONAL SERVICES
SEC. 24. (a) Inpatient and outpatient

services of a psychiatric or other hospital,
skilled nursing home services, and the serv-
ices of home health service agencies, which
are ordinarily furnished by the institution
to patients for the purposes stated in sec-
tion 21, are covered services except to the
extent otherwise provided in this section
and section 28. Covered services include
services furnished generally to the patients
served by an institution, including pathology
and radiology services and all other neces-
sary services, whether they are furnished by
the institution or by others under arrange-
ment with the institution. To the extent
provided in regulations, inpatient services of
a Christian Science Sanatorium are covered
services.

(b) Covered services do not include per-
sonal comfort items or, unless required for
medical reasons, the additional cost of ac-
commodations more expensive than semi-
private accommodations; and do not include
domiciliary or custodial care, or institu-
tional care of a person while he is not re-
ceiving active medical treatment.

(c) Covered services do not include care in
a skilled nursing home for more than one
hundred and twenty days during a benefit
period (as defined in regulations); except
that the Board may, on such conditions as it
finds appropriate to assure effective control
of utilization, extend the duration of cov-
ered services, either for a stated number of
days in a benefit period or indefinitely-

(1) in all skilled nursing homes for which
consolidated budgets with hospitals have
been approved under section 83(f), or

(2) in all participating skilled nursing
homes having in effect affiliation agreements
under section 52(b), if the Board finds that
adequate funds and resources are available
therefor and that such action will not lead
to excessive utilization of nursing home
services.

(d) Covered services do not include insti-
tutional care of a person as a psychiatric pa-
tient while the patient is not receiving active
treatment for an emotional or mental dis-
order; and do not include care of a person as
a psychiatric patient for more than forty-
five consecutive inpatient days in either a
psychiatric or another hospital during a bene-
fit period (as defined in regulations).

(e) Covered services do not include in-
stitutional care of an inpatient unless a
physician has certified to the medical neces-
sity of the patient's admission to the institu-
tion, and do not include such care (during
a continuous stay in the institution) after
such period (if any) as may be specified In

regulations unless a physician has certified
to the continued medical necessity of such
care. Regulations may specify the classes of
cases in which certification of continued ne-
cessity is required, may specify different pe-
riods for different classes of cases, and may
permit retroactive certification under such
circumstances and to such extent as the
Board deems appropriate.

(f) Covered services do not include the
services of a psychiatric or other hospital or
a skilled nursing home, during a benefit pe-
riod (as defined In regulations), after the
third day following receipt by the institu-
tion and the patient of notice of a finding
by a utilization review committee pursuant
to section 51 (e) that further stay in the hos-
pital or further stay in the nursing home, as
the case may be, is not medically necessary.

DRUGS
SEC. 25. (a) The Board, with the approval

of the Secretary, shall establish and dissem-
inate (and review, and If necessary revise, at
least annually) (1) a list of drugs for use in
participating institutions and comprehensive
health service organizations, and (2) a list
(for use outside such institutions and orga-
nizations) of diseases and conditions for the
treatment of which drugs may be furnished
's a covered service, and a specification of the

drugs that may be so furnished for each dis-
ease or condition listed. Subject to the pro-
visions of subsections (b) and (c) and of
section 28, the furnishing of a drug to an
eligible person is a covered service if it is fur-
nished by or on prescription of a participat-
ing physician or dentist, or by or on pre-
scription of a physician or dentist acting on
behalf of a participating institutional or
other provider.

(b) The list of drugs referred to in subsec-
tion (a) (1) shall be designed to provide phy-
sicians and dentists with an armamentarium
necessary and sufficient for 'rational drug
therapy incident to comprehensive medical
services or incident to covered dental services.
The furnishing of a drug on this list is a cov-
ered service if it is furnished to a person who
is enrolled in a participating comprehensive
health service organization, or is adminis-
tered within a participating hospital to an
inpatient or an outpatient, or is administered
to an inpatient of a participating skilled
nursing home operated by a participating
hospital or having in effect an affiliation
agreement in accordance with section 52(b).

(c) The list of diseases and conditions re-
ferred to in subsection (a) (2) shall include
those chronic diseases and conditions for
which drug therapy, because of its duration
and cost, commonly imposes substantial fi-
nancial hardship; and may include other dis-
eases and conditions for which the Board
finds costly drug therapy so be commonly re-
quired and effective. To assure proper utili-
zation of drugs for specific diseases or condi-
tions, the Board may require that the
physician or dentist furnishing or prescrib-
ing a listed drug be a specialist qualified to
diagnose and treat that disease or condition.
The furnishing of a drug (although not to a
person or under circumstances described in
subsection (b)) Is a covered service if (1) the
physician or dentist furnishing or prescrib-
ing it identifies the disease or condition for
which it is furnished or prescribed, and the
disease or condition is one appearing on the
Board's list, (2) the physician or dentist
meets specialist qualifications, if any, re-
quired by the Board, and (3) the drug is
specified on the Board's list as one available
for treatment of the disease or condition
identified by the physician or dentist.

(d) The Board shall not list a drug under
this section unless (1) the Secretary has
found that it is safe and efficacious for the
purposes for which it is recommended and
(on the list established under subsection (c))
for the treatment of each disease or condi-
tion for which it is specified on the list, and
(2) the Board finds that it is available at a

reasonable cost (considering, among other
factors, the existence or absence of compe-
tition in the production, distribution, and
sale of the drug). Drugs shall be listed by
their established names (as defined in section
502(e) of the Federal Food, Drug, and Cos-
metic Act) and also, to the extent the Board
deems appropriate, by trade names.

(e) In reviewing and revising lists estab-
lished under this section the Board shall take
into consideration (1) current information
about the safety and efficacy of listed drugs,
and about their cost, (2) the results of re-
view of drug utilization under this title, (3)
experience bearing on the determination of
what diseases and conditions meet the cri-
teria stated in subsection (c), and (4) such
other factors as the Board deems pertinent.
Drugs shall be added to or eliminated from
the lists as the Board finds best calculated
to effectuate the purposes of this section.

DEVICES, APPLIANCES, AND EQUIPMENT
SEC. 26. (a) The Board, with the approval

of the Secretary, shall establish and dissemi-
nate (and review, and if necessary revise, at
least annually) lists of the therapeutic de-
vices, appliances, and equipment (including
eyeglasses, hearing aids, and prosthetic ap-
pliances), or classes thereof, which it finds
are important for the maintenance or restor-
ation of health or of employablllty or self-
management. The Board shall take into con-
sideration the efficacy, reliability, and cost
of each item listed, and shall attach to any
item such conditions as it deems appropri-
ate with respect to the circumstances under
which or the frequency with which the item
may be prescribed. In establishing and re-
vising lists under this section the Board shall
seek to avoid a rate of expenditure for the
furnishing of devices, appliances, and equip-
ment in excess of 2 per centum of the rate
of expenditure for all covered services.

(b) The furnishing of a device, appliance,
or equipment prescribed by a participating
physician or dentist, or by a physician or
dentist on behalf of a participating institu-
tional or other provider, is (subject to the
provisions of section 28) a covered service if
the item appears on a current list of essen-
tial items and the prescription falls within
any conditions attached to the prescribing
of that item on the list. The furnishing of
any other device, appliance, or equipment so
prescribed is also a covered service if, in ac-
cordance with regulations, the furnishing of
it has been approved in advance by the
Board. Regulations under this section may
list items or classes of items which, because
of lack of efficacy or reliability or because of
cost, the Board has determined may not be
furnished as covered services.
OTHER PROFESSIONAL AND SUPPORTING SERVICES

SEC. 27. (a) To the extent provided in reg-
ulations (but subject to the provisions of
section 28) the following are covered serv-
ices:

(1) the professional service of optome-
trists;

(2) the professional services of podia-
trists;

(3) the diagnostic services of independent
pathology laboratories, and diagnostic and
therapeutic radiology furnished by inde-
pendent radiology services;

(4) the care of a patient in a mental
health day care service (A) for not more than
sixty full days (or its equivalent) during or
following a benefit period (as defined in reg-
ulations), when furnished by a hospital or a
service affiliated with a hospital, or (B) if
furnished by a comprehensive health service
organization or by a community mental
health center or other mental health, center
which furnishes comprehensive mental
health services; and

(5) ambulance and other emergency trans-
pcrtation services, and such nonemergency
transportation services as the Board finds es-
sential to overcome special difficulty of ac-
cess to covered services.
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(b) Supporting services (such as psycho-

logical, physio-therapy, nutrition, social
work, or health education services) are cov-
ered services when they are a part of institu-
tional services or when, with the approval
of the board, they are furnished by a compre-
hensive health service organization meeting
the requirements of section 47(a), or by an
organization, agency, or center with which
the Board has entered into an agreement
pursuant to section 49(a) (1), (2), or (3).

EXCLUSIONS FROM COVERED SERVICES
SEC. 28. (a) Health services furnished or

paid for under a workmen's compensation
law of the United States or a State, or legally
required to be so furnished or paid for, are
not covered services. Such services, if fur-
nished by a participating provider, shall
nevertheless be treated as covered services in
accordance with this part unless and until a
determination has been made pursuant to
the workmen's compensation law that the
services are covered by that law, and any re-
sulting overpayment under this title shall,
when payment is made under the workmen's
compensation law, be recouped in the same
manner as other overpayments.

(b) Health services furnished in a primary
or secondary school are covered services only
to such extent and on such conditions as
may be specified in regulations.

(c) Surgery performed solely for cosmetic
purposes (as defined in regulations), and
hospital or other services incident thereto,
are not covered services.

(d) The furnishing of a drug otherwise
than in accordance with section 25 Is not
a covered service. The furnishing of a device,
appliance, or equipment otherwise than in
accordance with section 26 is not a covered
service unless it isi furnished, in accordance
with section 22(a) or section 23(a), as an
incident to professional services.

(e) The Board may by regulation exclude
from covered services medical or surgical
procedures (and services incident thereto)
which it finds are essentially experimental
in character and which, because of cost or be-
cause of shortage of qualified personnel or
facilities, it finds cannot practicably be fur-
nished on a nationwide basis.

(f) Except as provided in regulations, serv-
ices are not covered services if (1) they are
furnished by another provider to a person
enrolled in a participating comprehensive
health service organization, a participating
professional foundation, or an organization
described in section 49(a) (5), and are with-
in the range of services which the organiza-
tion or foundation has undertaken to fur-
nish, or (2) they are primary physicians'
services or covered dental services and are
furnished by another provider to a person
on the list of a physician or a dentist who
has elected to be paid by the capitation
method.

(g) The services of a professional practi-
tioner are not covered services if they are
furnished in a hospital which is not a par-
ticipating provider, or are furnished to a
psychiatric inpatient of an institution at a
time when the institutional services to the
patient are, by reason of section 24(d), not
covered services.

(h) The Board may by regulation exclude
from covered services specified surgical pro-
cedures, when not required by life-threat-
ening or other acute emergencies, which
have not been preceded by consultation with,
and recommendation of surgery by, such
appropriately qualified specialists as may
be required by the regulations. Hospital and
other services incident to surgery excluded
by regulations under this subsection are not
covered services.
PART C-PARTICIPATING PROVIDERS OF SERVICES

IN GENERAL: AGREEMENTS WITH THE BOARD
SEC. 41. (a) A person, corporation, or other

entity furnishing any covered service is a
participating provider if he or it (1) meets

such qualifications and conditions as are es-
tablished by or pursuant to this part for pro-
viders of that service, (2) furnishes the serv-
ice as an independent provider and not (as
employee or otherwise) on behalf of another
provider entitled under part E to payment
for the service, and (3) has filed with the
Board an agreement (A) that services to eli-
gible persons will be furnished without dis-
crimination on the ground of race, color, or
national origin, (B) that no charge will be
made for any covered service other than for
payment authorized by this title, and (C)
that the provider will furnish such informa-
tion as may be reasonably required by the
Board for utilization review by professional
peers, for the making of payments under this
title, and for statistical or other studies of
the operation of the title, and will permit
such examination of records as may be neces-
sary for verification of information on which
payments are based. Participation of a pro-
vider may, however, be suspended or ter-
minated pursuant to section 132 or section
134.

(b) With respect to the performance of a
surgical procedure specified in regulations
under section 28(h) (including an emer-
gency case) the Board may, for the purposes
of subsection (a) (3) (C) of this section, re-
quire the furnishing of a pathology report
on tissue removed and a clinical abstract or
discharge report of the case.

PROFESSIONAL PRACTITIONERS

SEC. 42. (a) Subject to the provisions of
subsections (c) and (d), a physician, dentist,
optometrist, or podiatrist, legally authorized
on the effective date of health security bene-
fits to practice his profession in a State, is a
qualified provider of covered services within
the State. A practitioner first so authorized
by a State after the effective date is a
qualified provider if, in addition, he meets
national standards established by the Board
(taking into consideration the criteria ap-
plied by any recognized national testing or-
ganization) for the practitioner's profession.
A practitioner who is a qualified provider in
one State, if he meets the national standards,
is also in any other State (in accordance with
the provisions of section 56(a) (1)) a quali-
fied provider of services which (1) are cov-
ered services to persons entitled thereto un-
der this title, and (2) are of a kind which
such other State authorizes to be furnished
by practitioners of his profession.

(b) For the purposes of this title-
(1) A doctor of osteopathy legally author-

ized to practice medicine and surgery in a
State is a physician.

(2) A dentist qualified in accordance with
subsection (a) is a physician when perform-
ing oral surgery or other procedures which,
in accordance with generally accepted pro-
fessional standards, may be performed by
either a physician or a dentist.

(c) Not later than two years after the
effective date, the Board shall establish for
physicians, dentists, optometrists, and podia-
trists such requirements of continuing edu-
cation (taking into consideration standards
approved by appropriate professional orga-
nizations) as it finds reasonable and neces-
sary to maintain and enhance the quality of
professional services to eligible persons. A
professional practitioner who fails to meet a
requirement established under this subsec-
tion shall, if the deficiency persists after no-
tice and a reasonable opportunity to correct
it, cease to be a qualified provider. A hospital
or other provider on whose behalf a physi-
cian, dentist, optometrist, or podiatrist fur-
nishes covered services shall (after like notice
and opportunity for correction) cease to be a
qualified provider if the practitioner fails to
meet such a requirement.

(d) A physician qualified in accordance
with subsection (a) is not qualified to per-
form major surgery as a covered service, or
to furnish as covered services other special-
ized services designated in regulations, un-

less he holds a certificate from the appropri-
ate national specialty board or possesses the
qualifications requisite to such certification;
except that a physician may be found quali-
fied to furnish any specialized services as
covered services if (1) prior to the effective
date he has engaged in furnishing such serv-
ices as a specialist or as a substantial part
of his medical practice, (2) he meets stand-
ards established by the Board, and (3) where
appropriate, a finding that he is so qualified
is recommended by a participating hospital
in which he has engaged substantially in
furnishing such services.

HOSPITALS (OTHER THAN PSYCHIATRIC
HOSPITALS)

SEC. 43. Subject to the provisions of sec-
tion 53, a hospital (other than a psychiatric
hospital) is a qualified provider if it is an
institution which-

(a) is primarily engaged in providing to
inpatients (other than mentally ill persons)
diagnostic, therapeutic, and rehabilitation
services, furnished by or under the supervi-
sion of physicians, for medical diagnosis,
treatment, care, and rehabilitation of in-
jured, disabled, or sick persons;

(b) maintains adequate clinical records
on all patients;

(c) has bylaws in effect with respect to its
staff of physicians, and has filed with the
Board an agreement that in granting or
maintaining medical staff privileges it will
not discriminate on any ground unrelated to
professional qualification;

(d) has a requirement that every patient
must be under the care of a physician;

(e) provides twenty-four-hour nursing
service rendered or supervised by a registered
professional nurse, and has a licensed prac-
tical nurse or registered professional nurse on
duty at all times;

(f) has a pharmacy and drug therapeutics
committee which establishes policies for the
selection, acquisition, and utilization of
drugs;

(g) has in effect a hospital utilization re-
view plan which meets the requirements of
section 51;

(h) meets all applicable requirements of
the law of the State in which it is situated;
and

(1) meets the requirements of section 42
(c) and such other requirements as the
Board finds necessary in the interest of the
quality of the care and the safety of pa-
tients in the institution.

PSYCHIATRIC HOSPITALS
SEC. 44. Subject to the provisions of sec-

tion 53, a hospital which is primarily en-
gaged in furnishing psychiatric services to in-
patients who are mentally ill is a qualified
provider if it (or a distinct part of it) is an
institution-

(a) in which diagnostic, therapeutic, and
rehabilitative services with respect to mental
illness are furnished by or under the super-
vision of physicians;

(b) which satisfies the requirements of
subsections (b) through (i) of section 43;

(c) which, on the basis of staffing and
other factors it deems pertinent, the Board
finds is qualified to furnish active treat-
ment;

(d) which maintains such records as the
Board finds necessary to determine the degree
and intensity of the treatment furnished;
and

(e) which is accredited by the Joint Com-
mission on the Accreditation of Hospitals.

SKILLED NURSING HOMES

SEC. 45. Subject to the provisions of sec-
tions 52 and 53, a skilled nursing home is a
qualified provider if it (or a distinct part of
it) is an institution which-

(a) is primarily engaged in providing to
inpatients (other than mentally ill persons)
skilled nursing care and related services for
patients who require medical and nursing
services;
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(b) has written policies, which are devel-

oped (and reviewed from time to time) with
the advice of a group of professional per-
sonnel, including one or more physicians and
one or more registered professional nurses,
to govern the services it provides;

(c) has a physician, a registered profes-
sional nurse, or a medical staff responsible
for the execution of such policies;

(d) unless it is operated by a participating
hospital, operates under the supervision of
an administrator licensed by the State in
which the institution is situated;

(e) has a requirement that the health care
of every patient be under the supervision of
a physician, and provides for having a phy-
sician available to furnish necessary medical
care in case of emergency;

(f) maintains adequate clinical records on
all patients;

(g) provides twenty-four-hour nursing
service sufficient to meet nursing needs in
accordance with the policies developed as
provided in subsection (b), and has at least
one registered professional nurse employed
full time;

(h) provides appropriate methods and pro-
cedures for the dispensing and administer-
ing of drugs;

(1) has in effect a utilization review plan
which meets the requirements of section 51;

(j) meets all applicable requirements of
the law of the State in which it is situated
and, unless the Board finds that such law
provides equivalent protection, meets the
provisions of the Life Safety Code of the Na-
tional Fire Protection Association (other
than any provision of the Code authorizing
waiver of its requirements) applicable to
nursing homes; and

(k) meets any applicable requirements of
section 42(c) and such other requirements,
including requirements relating to the phys-
ical facilities, as the Board may find neSes-
sary in the interest of the quality of care
and the safety of patients in the institu-
tion,

HOME HEALTH SERVICE AGENCIES
SEC. 46. Subject to the provisions of sec-

tion 52, a home health service agency is a
qualified provider if it is a public agency
or a nonprofit private organization, or a sub-
division of such an agency or organization,
which-

(a) is primarily engaged in furnishing, on
an Intermittent and visiting basis in pa-
tients' homes, skilled nursing and other
therapeutic services to patients (other than
mentally ill persons) who are under the care
of physicians;

(b) has written policies developed (and
reviewed from time to time) by a group of
professional personnel associated with the
agency or organization, including one or more
physicians and one or more registered pro-
fessional nurses, to govern the services which
it furnishes, and provides for supervision of
such services by a physician or registered
professional nurse;

(c) maintains adequate clinical records on
all patients;

(d) meets all applicable requirements of
the law of the State in which it furnishes
services;

(e) has written policies and procedures,
which provide for a systematic evaluation of
its total program at appropriate intervals in
order to assure the appropriate utilization
of services; and

(f) meets any applicable requirements of
section 42(c) and such other requirements
as the Board may find necessary in the in-
terest of the quality of care and the safety
of patients of the agency or organization.

COMPREHENSIVE HEALTH SERVICE ORGANIZATION
SEC. 47(a). A comprehensive health service

organization is a qualified provider of cov-
ered services if-

(1) the organization furnishes health serv-
ices to -an identified population, living in or

near a specified service area and enrolled in
the organization, through arrangements
which embody prepaid group practice (as
defined in regulations) or other definitive
arrangements which the Board finds will so
far as practicable provide to enrollees the
benefits of prepaid group practice;

(2) the furnishing of services is assured
through a contract between the Board and
a nonprofit provider of all the services to
be furnished by the organization, or through
a contract between the Board and a non-
profit provider of some of the services and
subcontracts or other arrangements between
such provider and providers (profitmaking or
nonprofit) of the other services;

(3) the organization furnishes, as a mini-
mum, all covered services described in part
B (including such supporting services as the
Board may have approved under section
27(b), other than institutional services,
mental health services, or dental services:
and with the approval of the Board it may
furnish covered services which it is not re-
quired by this subsection to furnish, and
may furnish health services not covered by
this title;

(4) the organization furnishes services in
such manner as to provide continuity of care
and (when services are furnished by different
providers) ready referral of patients to such
services and at such times as may be medi-
cally appropriate, and to the maximum ex-
tent feasible makes all services readily ac-
cessible to enrollees who live in the specified
service area;

(5) all eligible persons living in or near
the specified service area are eligible to en-
roll in the organization, except that (A) the
number of enrollees may be limited to avoid
overtaxing the resources of the organization,
and (B) such restrictions upon enrollment
may be imposed as are approved by the
Board as necessary to prevent undue adverse
selection;

(6) the organization provides for periodic
consultation with representatives of its en-
rollees regarding the policies and operation
of the organization;

(7) the organization encourages health
education of its enrollees and the develop-
ment and use of preventive health services,
and provides that a committee or committees
of physicians associated with the organiza-
tion promulgate medical standards, oversee
the professional aspects of the delivery of
care, perform the functions of a pharmacy
and drug therapeutics committee, and moni-
tor and review the utilization and quality
of all health services (including drugs);

(8) the organization, to the extent prac-
ticable and consistent with good medical
practice, employs allied health personnel and
subprofessional and lay persons In the fur-
nishing of services;

(9) premiums or other charges by the or-
ganization for any services not paid for un-
der this title are reasonable;

(10) the organization undertakes, to the
extent required by regulations with respect
to services of the kinds which it has under-
taken to furnish, to arrange for reciprocal
out-of-area services by other comprehensive
health service organizations, or to pay for
health services furnished to Its enrollees by
other participating providers, in emergen-
cies, within or outside the specified service
area of the organization; and

(11) the organization meets the require-
ments of section 42(c) and such other re-
quirements as the Board finds necessary or
appropriate in the interest of the quality of
care and the safety of eligible persons, or
for other reasons.

(b) A comprehensive health service organ-
ization, or with its approval a professional
practitioner who furnishes services on its be-
half, may furnish services to persons who
are not enrolled in the organization. Pay-
ment for such services, if they are covered
services to eligible persons, shall be made by

one of the methods provided in part E for
payment to independent practitioners, and
shall be made to the organization unless the
organization requests that it be made to the
practitioner who furnishes the services.

PROFESSIONAL FOUNDATIONS
Sec. 48. A professional foundation which is

sponsored by a city, county, or State medical
or dental society, and is approved by the
Board for this purpose, is a qualified provider
of such services as may be specified in an
agreement with the Board, if the founda-
tion-

(a) is a nonprofit organization, the general
policies of which are developed (and reviewed
from time to time) by the sponsoring so-
ciety, or by a group of physicians or dentists
(as the case may be) selected by the society
or by its governing board;

(b) subject to any limitations which may
be approved by the Board, undertakes, if
sponsored by a medical society, to furnish all
covered physician services (described in sec-
tion 22), or if sponsored by a dental society,
to furnish all covered dental services (de-
scribed in section 23); at the option of the
foundation but subject to approval by the
Board, undertakes to furnish other covered
services or services not covered by this title
or both; and undertakes that the quality and
utilization of all services will be reviewed
regularly by a professional group composed
in a manner approved by the Board;

(c) undertakes to furnish services to all
eligible persons who (1) are residents of the
area (city, county, or State) of the sponsoring
society, (2) in the case of dental services, are
entitled to such services under section 23,
and (3) have, by enrolling in the foundation,
chosen to receive from it all covered services
of the kinds which it has undertaken to fur-
nish; except that (A) the number of en-
rollees may be limited to avoid overtaxing the
resources of the foundation, and (B) such
restrictions upon enrollment may be imposed
as are approved by the Board as necessary to
prevent undue adverse selection;

(d) undertakes, without discrimination on
any ground unrelated to professional quali-
fications, (1) to permit any physician or den-
tist (as the case may be) practicing in the
area (city, county, or State), whether or not
a member of the sponsoring society, to par-
ticipate in furnishing, on behalf of the
foundation, covered services of a kind which
he is qualified to furnish and which the
foundation has undertaken to furnish, and
(2) to compensate, directly or through a
fiscal agent, professional practitioners and
other providers furnishing services on its be-
half;

(e) undertakes, to the extent required by
regulations with respect to services of the
kind which the foundation has undertaken to
furnish, to pay for health services furnished
to its enrollees by other participating provid-
ers, in emergencies, within or without the
area (city, county, or State) of the sponsor-
ing society;

(f) undertakes that premiums or other
charges by the foundation for any services
not paid for under this title will be reason-
able; and

(g) meets the requirements of section 42
(c) and such other requirements as the
Board finds necessary in the interest of the
quality of care and the safety of eligible per-
sons, or necessary to improve the efficiency
with which covered services are delivered, or
necessary to assure the continuing education
of nurses, medical technicians, and other
paramedical personnel in the health sciences.

OTHER HEALTH SERVICE ORGANIZATIONS
SEC. 49. (a) Pursuant to an agreement with

the Board in accordance with subsection (b),
any of the following is a qualified provider of
such services as are specified in the agree-
ment-

(1) a public or other nonprofit agency or
organization (including a hospital) which
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furnishes health services not less compre-
hensive than those required by section 47
(a) (3), but does not meet all other require-
ments of section 47(a);

(2) a public or other nonprofit center (in-
cluding a satellite center established by a
hospital) which (A) furnishes as a mini-
mum, the services of two or more physicians
engaged in general or family practice, the
services of nurses and supporting personnel,
and basic laboratory services, which the
Board finds sufficient for the primary medi-
cal care of a substantial population living in
the vicinity of the center, and (B) has ar-
rangements with other providers of services
which the Board finds assure to the popula-
tion served by the center, on a coordinated
basis, all components of health services not
less comprehensive than those required by
section 47(a) (3);

(3) a public or other nonprofit mental
health center or mental health day care
service;

(4) a State or local public health agency
furnishing preventive or diagnostic services,
or a public agency furnishing covered health
services in a primary or secondary school in
accordance with section 28(b);

(5) a nonprofit health prepayment or in-
surance organization which (A) furnishes
health services, not less comprehensive than
those required by section 47(a)(3), to an
identified population living in or near a
specified service area and enrolled in the
organization, and (B) meets requirements
established by the Board as nearly equivalent
as practicable to those set forth in section
48, other than the requirement of sponsor-
ship by a medical or dental society; or

(6) a medical or ccntal group practice or
clinic, a center for the treatment and re-
habilitation of alcoholic or drug addicts, or
another organization or agency furnishing
health services to ambulatory patients.

(b) an agreement under this section shall
be made on such terms and conditions as
the Board deems proper, and shall include
any applicable requirements of section 42(c)
and such other requirements as the Board
finds necessary in the interest of the quality
of care and the safety of eligible persons,
and in such cases as the Board finds appro-
priate may include other requirements re-
ferred to in section 48(g).

(c) An agreement under section 48 or
this section shall not, except to the extent
that it specifically so provides, preclude a
professional practitioner who furnishes serv-
ices on behalf of the provider from furnish-
ing also, either on behalf of the provider
or as an independent practitioner, services
which are of a kind not within the scope of
the agreement or are furnished to persons
not within its scope. Unless the agreement
provides that payment for covered services
furnished to eligible persons shall be made
to the provider who has entered into the
agreement, payment shall be made to the
practitioner by one of the methods provided
in part E for payment to independent prac-
titioners.

OTHER PROVIDERS

SEC. 50. (a) an independent pathology
laboratory (as defined in regulations) is a
qualified provider of diagnostic pathology
services if it meets the requirements of sec-
tion 42(c) and (whether or not it is en-
gaged in transactions in interstate com-
merce) the requirements established by or
pursuant to section 353 of the Public Health
Service Act. An independent radiology service
(as defined in regulations) is a qualified pro-
vider of diagnostic and therapeutic radiology
services if it meets the requirements of sec-
tion 42(c) and all applicable requirements of
the law of the State in which the services pre
furnished, and such other requirements as
the Board finds necessary in the interest of
the quality of care and the safety of eligible
persons.

(b) A provider of drugs, devices, appliances

or equipment is a qualified provider if he
meets all applicable requirements established
by or pursuant to the Federal Food, Drug,
and Cosmetic Act, all requirements of the
law of the State in which the provider is
situated, and such other requirements as the
Board finds necessary in the interest of the
quality of care and the safety of eligible
persons.

(c) A provider of ambulance or other cov-
ered transportation services Is a qualified
provider if he meets all applicable require-
ments of the law of the State in which the
services are furnished, and such other re-
quirements as the Board finds necessary in
the interest of the quality of care and the
safety of eligible persons.

(d) A Christian Science Sanatorium is -
qualified provider of services specified in
regulations prescribed under Section 24(a)
If it is operated, or listed and certified, by the
First Church of Christ. Scientist, Boston,
Massachusetts.

UTILIZATION REVIEW

SEC. 51. A utilization review plan of a psy-
chiatric or other hospital or a skilled nursing
home shall be considered sufficient if it
provides-

(a) for the periodic review on a sample or
other basis (and the maintenance of ade-
quate records of such review) of admissions
to the institution, the duration of stays, and
the professional services (including drugs)
furnished, (1) with respect to the medical
necessity of the services, and (2) for the
purpose of promoting the most efficient use
of available health facilities and services;
and provides for periodic reports, to the in-
stitution and the medical staff (and, when
requested, to the Board), of statistical sum-
maries of the review;

(b) in the case of a psychiatric or other
hospital, for such review to be made either
(1) by a staff committee of the hospital

composed of two or more physicians (con-
sulting, with respect to drug utilization, with
the pharmacy and drug therapeutics com-
mittee), with or without participation of
other professional personnel, or (2) by a
group outside the hospital which is similarly
composed and which, if practicable, is estab-
lished by the local medical society and hos-
pitals in the locality, or is established in
such other manner as may be approved by
the Board; but clause (1) of this subsection
shall be inapplicable to any hospital where,
because of its small size or for such other
reason as may be specified in regulations, it
is impracticable for the hospital to have a
properly functioning staff committee for the
purposes of this section;

(c) in the case of a skilled nursing home,
for such review to be made by a committee,
composed and established as provided in sub-
section (b), or by a committee so composed
which is established by the State or local
public health agency pursuant to a contract
with the Board, or by the Board; except that
if a consolidated budget has been approved
for the nursing home and a hospital, under
section 83(f), the review shall be made by
the utilization review committee of the hos-
pital;

(d) for such review, in each case of inpa-
tient hospital services or skilled nursing
home services furnished to a patient during
a continuous period of extended duration,
as of such days of such period (which may
differ for different classes of cases) as may
be specified in regulations, with such review
to be made as promptly as possible after each
day so specified, and in no event later than
one week following such day; and

(e) for prompt notification to the institu-
tion, the patient, and his attending physician
of any finding (made after opportunity for
consultation afforded to such attending
physician) by the physician members of such
committee or group that any admission, fur-
ther stay, or furnishing of particular services
in the institution is not medically necessary.
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SEC. 52. (a) A skilled nursing home is a
qualified provider only if it has in effect (or
there is in effect a finding under subsection
(c) temporarily dispensing with) a transfer
agreement with at least one participating
hospital, providing for the transfer of pa-
tients and of medical and other informa-
tion between the institutions as medically
appropriate.

(b) After two years following the effective
date of health benefits, a skilled nursing
home or a home health service agency will be
a qualified provider only if it has in effect
(or there is in effect a finding under subsec-
tion (c) temporarily dispensing with) an af-
filiation agreement with a participating hos-
pital or a participating comprehensive health
service organization, under which the medi-
cal staff of the hospital or organization (or
a committee thereof) will furnish, or will
assume responsibility for, the professional
services in the skilled nursing home, or the
professional services furnished by the home
health agency, as the case may be.

(c) The requirement of a transfer agree-
ment under subsection (a), or of an affilia-
tion agreement under subsection (b), shall
not be applicable in any case if there is in ef-
fect a finding by the Board that the lack of
a suitable hospital or organization within a
reasonable distance makes such an agreement
impracticable, and that the services of the
skilled nursing home or the home health
agency are essential to the furnishing of
adequate services to eligible persons. Such
a finding shall be reviewed periodically,
and shall be revoked whenever the Board

finds it practicable to do so.

NEWLY CONSTRUCTED FACILITIES
SEC. 53. A psychiatric or other hospital or

a skilled nursing home the construction or

substantial enlargement of which (whether

or not in replacement of another institution)
was undertaken (as defined in regulations)
after December 31 of the year in which this
title is enacted is not a participating provider
unless the construction or enlargement has

been found by a State Agency designated by
the Governor of the State for this purpose,
or has been found by the Board, to be needed
for the furnishing of adequate services to
persons residing in the area to be served by
the institution.

CONSIDERATION OF PROFESSIONAL ASSOCIATION
STANDARDS

SEc. 54. In establishing requirements un-
der this part to assure the quality of care
and the safety of eligible persons, the Board-

(a) shall take into consideration standards
or criteria established or recommended by any
appropriate professional or other association
or organization; and

(b) may require the revision of a provider's
staffing patterns, or its standards for the
selection or retention of professional or other
personnel, which fail to meet standards or
criteria established or recommended by such
an association or organization.

EXCLUSION: FEDERAL PROVIDERS OF SERVICES
SEC. 55. No institution of the Department

of Defense, no institution of the Veterans'
Administration, no institution of the Depart-
ment of Health, Education, and Welfare
engaged in the provision of services to mer-
chant seamen or to Indians or Alaskan
natives, and no employee of any of the fore-
going acting as employee, is a participating
provider. The Board shall, however, reim-
burse the proper appropriation for any cov-
ered services furnished by any such institu-
tion or employee to an eligible person who is
not, under any Act other than this Act,
eligible to receive the service from the insti-
tution or employee. The Board shall also re-
imburse the proper appropriation for any
covered services furnished to eligible per-
sons pursuant to section 329 of the Public
Health Service Act (added by Public Law
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91-623), such reimbursement to be in lieu
of payments required by section 329(b).

SEC. 56. (a) In the furnishing of covered
services to eligible persons (any law of a
State or political subdivision to the con-
trary notwithstanding)-

(1) A physician, dentist, optometrist, or
podiatrist who is legally authorized by a
State to practice his profession and who
meets national standards established by the
Board pursuant to section 42(a) is hereby
authorized to furnish in any other State,
either as an independent participating pro-
vider or on behalf of an institutional or other
participating provider, the services which
such other State authorizes to be furnished
by practitioners of his profession.

(2) A professional nurse, or a practitioner
of another health profession or occupation
designated in regulations, who meets na-
tional standards established by the Board for
his profession or occupation is hereby au-
thorized to furnish in any State, on behalf
of participating providers of services, the
services which that State authorizes or per-
mits to be furnished by practitioners of his
profession or occupation. National standards
applicable to professional nursing, or to any
other profession or occupation the practice
of which is subject in all States to licensure
or similar authorization, shall contain a re-
quirement of licensure or authorization by
at least one State.

(3) In a participating public or other non-
profit hospital or a participating comprehen-
sive health service organization, a practi-
tioner of any health profession other than
medicine or dentistry or of any nonprofes-
sional health occupation who meets national
standards established by the Board for his
profession or occupation, and meets any ad-
ditional qualifications established by the
Board for the performance of particular acts
or procedures, is hereby authorized to per-
form, under the supervision and responsibil-
ity of a physician or dentist, such of the acts
which might lawfully be performed by the
physician or dentist as are specified in reg-
ulations.

(4) A participating public or other non-
profit hospital or a participating compre-
hensive health service organization is hereby
authorized (whether or not the arrangement
may be deemed to constitute corporate prac-
tice of a profession) to employ physicians,
dentists, or other professional practitioners,
or to obtain and compensate their services
in any other manner, and the practitioners
are authorized to serve such a hospital or
organization as employees or in any other
manner; but only if the employment or
other arrangement is not of a kind which the
Board finds is likely to cause lay interference
with professional acts or professional judg-
ments.

(b) If the Board finds that a proposed cor-
poration will meet the requirements of sec-
tion 47 for participation as a comprehensive
health service organization (or as the prin-
cipal contractor for such an organization),
but that it cannot be incorporated in the
State in which it proposes to furnish serv-
ices because the State law requires that a
medical society approve the incorporation of
such an organization, or requires that physi-
cians constitute all or a majority of its gov-
erning board, or requires that all physicians
in the locality be permitted to participate in
the services of the organization, or makes
any other requirement which the Board finds
incompatible with the purposes of this title,
the Board may issue a certificate of incorpo-
ration to the organization, and it shall there-
upon become a body corporate. The powers of
the corporation shall be limited to the fur-
nishing of services under this title, and the
doing of things reasonably necessary or inci.
dent thereto. So far as the Board finds to bE
compatible with the purposes of this title
the certificate of Incorporation shall accorc

with, and the corporation shall be subject
to, provisions of the State law which are ap-
plicable to nonprofit corporations generally.
PART D-TRusT FUND; ALLOCATION OF FUNDS

FOR SERVICES
HEALTH SECURITY TRUST FUND

SEC. 61. (a) Section 1817 of the Social
Security Act (creating the Federal Hospital
Insurance Trust Fund and appropriating to
the fund the proceeds of the hospital insur-
ance payroll taxes and the hospital insurance
self-employment tax) is amended-

(1) by striking out the section heading,
and the name of the trust fund appearing in
subsection (a), and in each case inserting in
lieu thereof: "Health Security Trust Fund";

(2) by striking out paragraph (2) of sub-
section (a) (appropriating to the trust fund
the proceeds of the self-employment tax for
hospital insurance) and inserting in lieu
thereof:

"(2) the taxes imposed by section 1401(b)
of the Internal Revenue Code of 1954 with
respect to self-employment income, and by
section 1403 of the Code with respect to un-
earned income, reported to the Secretary of
the Treasury or his delegate on tax returns
under subtitle F of such Code."

(3) by striking out subsections (g), (h),
and (1) and inserting in lieu thereof:

"(g) On the effective date of benefits
under title I of the Health Security Act, there
shall be transferred to the Trust Fund all
of the assets and liabilities of the Federal
Supplementary Medical Insurance Trust
Fund. The Health Security Trust Fund shall
remain subject to the liabilities of the Fed-
eral Hospital Insurance Trust Fund existing
immediately prior to such effective date.

"(h) In addition to the sums appropriated
by subsection (a), there are authorized to
be appropriated to the Trust Fund from time
to time, out of any moneys in the Treasury
not otherwise appropriated, a Government
contribution equal to 100 percent of the
sums appropriated by subsection (a). There
shall be deposited in the Trust Fund all
recoveries of overpayments, and all receipts
under loans or other agreements entered
into, under title I of the Health Security
Act.

"(1) The Managing Trustee shall pay from
time to time from the Trust Fund such
amounts as the Health Security Board cer-
tifies are necessary to make payments pro-
vided for by title I of the Health Security
Act, and the payments with respect to ad-
ministrative expenses in accordance with sec-
tion 201(g)."

(b) Section 201(g) of the Social Security
Act (providing for annual authorization by
the Congress of payment, from the respective
trust funds, of the cost of administering
the several national systems of social in-
surance) is amended-

(1) by striking out in paragraph (1) (A)
"the Federal Hospital Insurance Trust Fund
and the Federal Supplementary Medical In-
surance Trust Fund" and inserting in lieu
thereof: "the Health Security Trust Fund";

(2) by striking out the words "title XVIII"
wherever they appear in the subsection and
inserting in lieu thereof: "title I of the
Health Security Act".
ANNUAL DETERMINATION OF FUND AVAILABILITY

SEC. 62. (a) For each fiscal year the Board
shall, not later than March 1 next preceding
the beginning of the fiscal year, fix the max-

, imum amount which may (except as provid.
ed in subsection (c)) be obligated during
the fiscal year for expenditure from th(
Trust Fund. The amount so fixed-

(1) shall not exceed 200 percent of the ex"
Spected net receipts during the fiscal yea
(as estimated by the Secretary of the Treas,

o ury) from the taxes imposed by sectioni
S1401(b), 1403, 3101(b) and 3111(b) of thi

I Internal Revenue Code of 1954, and

(2) for any fiscal year except the fiscal
year beginning on the effective date of
health benefits, shall not exceed the aggre-
gate obligations, as estimated by the Board,
incurred and to be incurred by the Trust
Fund during the fiscal year current at the
time when the determination is made, ad-
justed to reflect (A) any estimated change
expected in the prices of goods and serv-
ices which enter into the cost of living, (B)
the expected change in the number of elig-
ible persons, (C) any expected change (to
the extent that the Board finds it not other-
wise adequately reflected) in the number of
participating professional providers, or in
the number or capacity for the provision of
services of institutional or other participat-
ing providers, and (D) any change in the
cost of administration of this Act indicated
in the President's budget estimates pursuant
to section 201(g) of the Social Security Act.

(b) In fixing the amount to be available
for obligation during a fiscal year, pursuant
to subsection (a)-

(1) if and to the extent that (A) the
Board estimates that the amount in the
Trust Fund at the beginning of the fiscal
year will be less than one-quarter of the
obligations incurred and to be incurred dur-
ing the fiscal year current at the time when
the determination is made, and (B) the
Board finds that restriction of the amount
to be available for obligation will not mate-
rially impair the adequacy or quality of
services to eligible persons, the amount fixed
under subsection (a) shall be less than the
maximum stated in paragraph (1) of that
subsection; and

(2) if and to the extent that the Board
finds that improvement in the organization
and delivery of services or in the control of
their utilization has lessened their aggregate
cost (or has lessened an increase in their
aggregate cost), the amount fixed under sub-
section (a) shall be less than the maximum
stated in paragraph (2) of that subsection.

(c) The amount to be available for obli-
gation during a fiscal year, fixed pursuant
to subsection (a), may be modified before
or during the fiscal year if the Secretary of
the Treasury finds that the tax receipts re-
ferred to in subsection (a) (1) will differ
from the estimate by 1 percent or more, or
if the Board finds that any of the factors of
expected change referred to in subsection
(a) (2), or action on the budget estimate for

the cost of administration, will differ from
the estimate by 5 percent or more; or if an
epidemic, disaster, or other occurrence in-
creases the need for health services to an ex-
tent which the Board finds requires the
expenditure of additional funds. If the
amount fixed pursuant to subsection (a) is
increased, the Board, through the Secretary,
shall promptly report its action to the Con-
gress with a statement of the reasons there-
for.
HEALTH SERVICES ACCOUNT, HEALTH RESOURCES

DEVELOPMENT ACCOUNT, ADMINISTRATION AC-
COUNT, AND GENERAL ACCOUNT
SEC. 63. (a) There shall be established in

the Trust Fund a Health Services Account,
a Health Resources Development Account, an
Administration Account, and a General Ac-
count (consisting of all moneys in the Trust
Fund which have not been transferred to

I another account).
(b) For each fiscal year there shall from

time to time be transferred from the Gen-
Seral Account to the Health Resources Devel-

opment Account the following percentage of
Sthe amount to be available for obligation

during that year (as determined pursuant
Sto section 62(a) and (b)): for the fiscal

r year beginning on the effective date of health
- benefits, and for the next succeeding fiscal
s year, 2 percent; for each of the next two
e succeeding fiscal years, 3 percent; for each

of the next two succeeding fiscal years, 4
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percent; and for each fiscal year thereafter,
5 percent. Funds in the Health Resources
Development Account shall be used exclu-
sively for the purposes of part F, and shall
remain available for such uses until ex-
pended.

(c) The remainder of the amount to be
available for obligation during a fiscal year,
after deducting the amount of the Presi-
dent's budget estimates for the cost of ad-
ministering this Act, shall from time to time
be transferred from the General Account to
the Health Services Account. Funds in the
Health Services Account shall be used exclu-
sively for making payments for covered serv-
ices in accordance with part E, and shall re-
main available for such payments until ex-
pended.

(d) As amounts available for a fiscal year
(or for portions of the year) for the adminis-
tration of this Act are determined by the
Congress, the amount available for the ad-
ministration of this title shall be transferred
from the General Account to the Administra-
tion Account. From time to time any nec-
essary adjustments shall be made in the
amount transferred to the Health Services
Account and in allocations previously made
from that account.

REGIONAL ALLOCATIONS FROM HEALTH SERVICES
ACCOUNT

SEC. 64. (a) For each fiscal year the Board
shall, not later than March 1 next preceding
the beginning of the fiscal year, make alloca-
tions to the regions of the Department from
the funds to be available for the fiscal year in
the Health Services Account. The allocation
to each region shall be equal to the estimated
aggregate expenditures in the region for serv-
ices, described in part B as covered services,
in the most recent twelve-month period for
which reliable data are available, adjusted to
reflect the factors of change referred to in
clauses (A), (B), and (C), of section 62(a)
(2), and further adjusted in accordance with
subsections (b) and (c) of this section.

(b) It shall be the objective of the Board
to reduce gradually, and ultimately to elim-
inate substantially, existing differences
among the regions of the Departmen;r in the
average per capita cost of health services,
except as such differences reflect estimates
of differences in the prices of goods and serv-
ices which enter into the cost of living for
people in the several regions. To this end the
Board shall modify the allocations for each
fiscal year determined under subsection (a)
in order (1) to reduce, or to lessen any in-
crease in, the cost of covered services in re-
gions in which the average per capita cost
Is higher (to an extent greater than the dif-
ference in the estimated weighted average
cost of goods and services) than the national
average per capita cost, to such extent as the
Board finds practicable without impairing
materially the adequacy or quality of serv-
ices to eligible persons, and (2) to stimulate,
to such extent as the Board finds practicable
and desirable, increases in the availability
and utilization of covered services in regions
in which the average per capita cost is lower
(to an extent greater than the difference in
the estimated weighted average cost of goods
and services) than the national average per
capita cost. In modifying allocations to the
regions, the Board shall take account of re-
gional differences in the composition of pop-
ulation, in the prevalence and incidence of
morbidity indicating need for covered serv-
ices, in the available and needed resources
in personnel or facilities for provision of
covered services, in the costs of providing
covered services, and in such other factors as
the Board may deem pertinent, to the extent
that such regional differences are not re-
flected in allocations under subsection (a)
and have not already been taken into ac-
count, under this subsection, in modifying
those allocations.

(c) The Board shall withhold from alloca-
tion to the regions a reserve for contingen-

cies, in an amount not more than 5 percent
of the funds to be available for the fiscal
year in the Health Services Account. If the
remaining amount to be available for the
fiscal year in the account is less than the
sum of the regional allocations determined
pursuant to subsections (a) and (b), the
allocations shall be reduced proportionately.

(d) Allocations under this section may bo
modified before or during a fiscal year if the
amount to be available for obligation is
modified pursuant to section 62(c). The
contingency reserve shall be available to in-
crease one or more regional allocations, as the
Board may find necessary. From the contin-
gency reserve, or from additional funds in
the General Account made available for ob-
ligation, one or more allocations may also be
increased if an epidemic, disaster, or other
occurrence increases the need for health
services to an extent which the Board finds
requires the expenditure of additional funds.
DIVISION OF REGIONAL FUNDS BY CLASSES OF

SERVICES
SEC. 65. (a) For each fiscal year the Board

shall, not later than April 1 next preceding
the beginning of the fiscal year, divide the
allocation to each region into funds to be
available, respectively, to pay the cost within
the region of the following classes of serv-
ices: (1) institutional services, (2) physician
services, (3) dental services, (4) the furnish-
ing of drugs, (5) the furnishing of devices,
appliances, and equipment, and (6) other
professional and miscellaneous services.

(b) The content, for purposes of the divi-
sion of funds, of each class of services shall
be defined in regulations. Within the funds
to be available for miscellaneous services,
the regulations shall establish subfunds, re-
spectively, for the making of incentive pay-
ments not otherwise provided for, for sup-
porting services described in section 27(b),
for payments to optometrists, for payments
to podiatrists, for payments to independent
pathology laboratories, for payments to inde-
pendent radiology services, and for such
other purposes as the Board may determine.

(c) The amounts assigned to the several
funds and subfunds in each region shall be
determined in accordance with regulations,
which shall take into account, in addition
to the factors considered in making the re-
gional allocations, trends in utilization of
the several services and, to the extent the
Board finds it practicable, the creation of in-
centives for the improved utilization thereof.

FUNDS FOR HEALTH SERVICE AREAS

SEC. 66. (a) For each fiscal year the Board
shall, not later than April 1 next preceding
the beginning of the fiscal year, allot among
the health service areas established in each
region under section 124(a), each of the
funds established for the region pursuant to
section 65 for a class of services. If an inter-
state health service area lies partly in each
of two or more regions, appropriate allot-
ments of funds from each region shall be
made to it.

(b) The amount allotted to each health
service area from each regional fund shall be
equal to the aggregate expenditures in the
area for services of the class for which the
fund is to be available, as determined (or, if
necessary, estimated) by the Board for
such twelve-month period as may be speci-
fied in regulations; modified to take account
of the factors considered in making regional
allocations and in dividing such allocations
by classes of services (including modifica-
tions designed to further the objective of
equalization within each region, in the man-
ner set forth in section 64(b) with respect to
interregional equalization).

(c) Payment for services, in accordance
with part E, shall be made to participating
providers in each health service area by such
officer of the Board as it may designate for
the purpose. There shall be established for
each area such accounts as the Board may

find convenient for making payment to pro-
viders of more than one class of services
(such as an account for payment to hos-
pitals, or an account for payment to com-
prehensive health service organizations), in
which shall be deposited the appropriate
portions of the funds for the several classes
of services to be furnished by such providers,

MODIFICATION OF FUND ALLOTMENTS
SEC. 67. Before or during a fiscal year the

division of funds by classes of services pur-
suant to section 65, or the allotment of funds
to health service areas pursuant to section
66, may be modified if the regional alloca-
tions are modified, or if the Board finds that
modification is required by events occurring
or information acquired after the division
and allotment were made.
PART E-PAYMENT TO PROVIDERS OF SERVICES

IN GENERAL

SEC. 81. Payment shall be made to partic-
ipating providers, in accordance with this
part, for covered services furnished to eli-
gible persons (or, in the case of dental serv-
ices, furnished to persons entitled thereto
under section 23). Payments shall be made
from the amounts allocated from the Health
Services Account in the Trust Fund, in ac-
cordance with part D, for the respective
areas and purposes.

METHODS AND AMOUNT OF PAYMENT TO
PROFESSIONAL PRACTITIONERS

SEC. 82. (a) Every independent professional
practitioner shall be entitled, at his election,
to be paid by the fee-for-service method,
consisting of the payment of a fee for each
separate covered service.

(b) Every physician engaged as an inde-
pendent practitioner in the general or fam-
ily practice of medicine (as determined in ac-
cordance with regulations under sec. 22(b)
(1)), and every dentist engaged as an inde-
pendent practitioner in the furnishing of
covered dental services, shall be entitled, at
his election, to be paid by the capitation
method if he had filed vith the Board an
agreement (1) to furnish all necessary and
appropriate primary medical services (as
defined in such regulations) or covered den-
tal services, as the case may be, to persons
on a list of persons who have chosen to
receive all such services from the practitioner,
(2) to maintain arrangements for referral of
patients to specialists, institutions, and oth-
er providers of covered services, and (3) to
maintain such records and make such re-
ports of services furnished as may be re-
quired by regulations for purposes of medi-
cal audit. A practitioner electing the capita-
tion method is entitled to be paid by the
fee-for-service method for services furnished
to eligible persons who are not on his list,
but not (except as provided in regulations)
for specialized services furnished to persons
who are on his list.

(c) When the Board deems it necessary
in order to assure the availability of serv-
ices or for other reasons, the Board (1) may
pay an independent practitioner a full-time
or part-time stipend in lieu of or as a sup-
plement to the foregoing methods of com-
pensation, and it may reimburse a practi-
tioner for special costs of continuing pro-
fessional education and of maintaining
linkages with other providers of services
(such as costs of communication and of
attendance at meetings or consultations),
and (2) may pay for specialized medical
services (including services referred to in
section 42(b) (2)) a stated amount per ses-
sion or per case or may utilize a combina-
tion of the methods authorized by this sec-
tion.

(d) The capitation method of payment
for a specified kind and scope of covered
services consists of the payment, to a pro-
vider of such services, of an annual capita-
tion amount (determined for a health serv-
ice area) for each person resident in that
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area who has chosen to receive all such
services from the provider.

(e) The amounts allotted for a fiscal year
pursuant to part D for each health service
area for physician services, for dental serv-
ices, for optometrist services, and for podia-
trist services, respectively, shall each be
used (1) to provide for payments for pro-
fessional services (made either directly to
practitioners or as reimbursement to hos-
pitals or other providers for the compensa-
tion of practitioners) to be made by the
Board on a budget or stipend basis or any
basis other than capitation, fee-for-service,
or per case, and (2) from the remainder, to
make available (for each kind of profes-
sional services) an equal per capita amount
for each person resident in the area who is
entitled to such services. In any area in
which the Board finds that a substantial
volume of services is furnished to nonresi-
dents, it may reduce the per capita amount
to such extent as it finds necessary to effect
an equitable distribution of funds.

(f) The per capita amount shall constitute
the annual capitation amount for purposes
of payment to any organization, professional
foundation, or other provider furnishing all
covered services (described in part B) of the
kind for which the allotment is available.
Lesser capitation amounts shall be fixed,
on the basis of the relative cost of the serv-
ices, for primary medical services, and, as
may be required, for any scope of services
(less than comprehensive) which is furnished
by any institutional or other provider. If
the Board finds that the population served
by a provider requires on the average, be-
cause of age distribution or other factor, a
volume of services significantly greater or
smaller than the average requirement of the
population of the local health service area,
the Board may, after consultation with the
provider, make an appropriate adjustment in
the capitation amount payable to him. The
aggregate of capitation payments under this
subsection to any organization, professional
foundation, or other provider may be used
by it for the compensation of professional
practitioners furnishing services on its be-
half, by whatever method (including salary,
capitation, fee-for-service, or any other
method) may be agreed upon between the
provider and the practitioners.

(g) For the compensation of professional
practitioners who are to be paid by the Board
(directly or through a delegation under this
subsection) on a fee-for-service or per case
basis, there shall be available-

(1) the per capita amount determined
under subsection (e), multiplied by the num-
ber of residents of the health service area
for whom no capitation payment (for serv-
ices of the kind for which the allotment is
available) is to be made under subsection
(f),

(2) increased to reflect any excess result-
ing from a lowering of the per capita amount
under subsection (e) on account of services
furnished to nonresidents, or from the fixing
of lesser capitation amounts under subsec-
tion (f) for services less than comprehensive,
and

(3) increased or reduced to reflect adjust-
ments under subsection (f), on the ground of
age distribution or other factor, in capitation
amounts payable to other providers.
The amount of payments under this subsec-
tion shall be determined in accordance with
relative value scales prescribed by the Board
after consultation with representatives of the
respective professions in the region, State, or
area, and in accordance wi:h unit values pre-
scribed by the Board from time to time. The
Board may, on such terms as it deems appro-
priate, delegate to a professional society or to
an agency designated by representatives of
a profession in the region, State, or area the
payment of fees and per session amounts un-
der this subsection.

(h) The Board may, on an experimental or
demonstration basis, enter into an agreement
with a statewide or local professional society
or other organization representative of in-
dependent professional practitioners to sub-
stitute another method of compensation for
those set forth in this section (either for all
such practitioners, for all who have elected
the fee-for-service method of payment, or for
all who have elected another method), if the
Board is satisfied that the substitute method
will not increase the cost of services and will
not encourage overutilization or underutil-
ization of covered services. The Board shall
review from time to time the operation of
such an agreement, and shall, after reason-
able notice, terminate it if the Board finds
it to have led to increased cost or to over-
utilization or underutilization of covered
services.

PAYMENT TO HOSPITALS (OTHER THAN
PSYCHIATRIC HOSPITALS)

SEC. 83. (a) A participating hospital (oth-
er than a psychiatric hospital) shall be paid
Its approved operating costs, determined in
accordance with regulations, In the furnish-
ing of covered services to eligible persons, as
such approved costs for a fiscal year are set
forth in a prospective budget approved by
the Board. Regulations under this section
shall specify the method or methods to be
used, and the items to be included, in deter-
mining costs, and shall prescribe a nationally
uniform system of cost accounting.

(b) The costs recognized in each hospital
budget shall be those, determined In accord-
ance with subsection (a), of furnishing the
covered services ordinarily furnished by the
hospital to inpatients or outpatients, and of
performing any other function ordinarily
performed by the hospital and ordinarily
financed from payments by or on behalf of
patients, except as the scope of services or
of other functions may be modified by agree-
ment of the Board and the hospital or by
direction of the Board pursuant to section
134. The budget shall recognize any increase
or decrease of cost resulting from a modifi-
cation of the scope of services or of other
functions, or resulting from compliance with
any other direction issued pursuant to sec-
tion 134.

(c) The costs recognized in the budget
shall include the cost of reasonable compen-
sation to (and other costs incident to the
services of) pathologists, radiologists, and
other physicians and other professional or
nonprofessional personnel whose services are
held out as generally available to patients of
the hospital or to classes of its patients,
whatever the method of compensation of
such physicians and other personnel, and
whether or not they are employees of the
hospital.

(d) The Board shall review, through such
of its officers or employees or through such
boards, and in such manner, as may be pro-
vided in regulations, proposed budgets pre-
pared and submitted to it by hospitals, and
may provide for participation in such review
by representatives of the hospitals in the re-
gion or health service area in which the hos-
pital is situated. Each officer of the Board
charged with final action on hospital budgets
shall receive and consider written justifica-
tions of budget proposals, and may provide
oral hearings thereon.

(e) A hospital budget approved under this
section for a fiscal year may, in such manner
as is provided in regulations, be amended
before, during, or after the fiscal year if
there is a substantial change in any of the
factors relevant to budget approval.

(f) If a hospital (other than a psychiatric
hospital) operates or has an affiliation agree-
ment (described in section 52(b)) with a
participating skilled nursing home, and also
operates or has such an agreement with a
participating home health service agency,
the Board may, on request of the institu-

tion or institutions and in accordance with
regulations designed to reflect the cost of
a combined operation, approve a consolidated
budget and make all payments thereunder
to the hospital.

PAYMENT TO PSYCHIATRIC HOSPITALS
SEC. 84. A participating psychiatric hospi-

tal which is primarily engaged in furnishing
covered services shall be paid in the same
manner as other hospitals. Any other par-
ticipating psychiatric hospital shall be paid
an amount determined in accordance with
regulations for each patient day of covered
services to an eligible person. Such regula-
tions shall take into account, with respect
to any distinct part of the hospital which
meets the requirements of section 44, the fac-
tors to be considered in the approval of the
budgets of hospitals other than psychiatric
hospitals, but with such adjustments as are
neecssary to provide equitable compensation
to the psychiatric hospital.
PAYMENT TO SKILLED NURSING HOMES AND TO

HOME HEALTH SERVICE AGENCIES

SEC. 85 (a) A participating skilled nursing
home or home health service agency shall
be paid in the same manner as a hospital
(other than a psychiatric hospital), except
as provided in subsection (b) of this section,
its approved operating costs in the furnish-
ing to eligible persons of skilled nursing
home services or home health services, as the
case may be.

(b) Regulations under this section shall,
for skilled nursing homes and for home
health service agencies, respectively, specify
the method or methods to be used, and the
items to be inculded, in determining costs;
may, to the extent the Board deems desir-
able, specify nationally uniform systems of
cost accounting; and, taking into account the
prevailing practices of such homes or such
agencies, may specify services which will be
recognized in budgets and services which will
not be so recognized.

PAYMENT FOR DRUGS

SEC. 86. (a) For each drug appearing on
either of the lists established pursuant to
section 25, the Board shall from time to time
determine a product price or prices which
shall constitute the maximum to be recog-
nized under this title as the cost of the drug
to a provider thereof. Product prices shall be
so fixed as to encourage the acquisition of
drugs in substantial quantities, and differing
product prices for a single drug. may be es-
tablished only to reflect regional differences
in cost or other factors not related to the
quantity purchased.

(b) Payment for a drug furnished by an in-
dependent pharmacy shall consist of its cost
to the pharmacy (not in excess of the appli-
cable product price) plus a dispensing fee.
The Board, after consultation with repre-
sentatives of the pharmaceutical profession,
shall establish (and from time to time review
and revise) schedules of dispensing fees, de-
signed to afford reasonable compensation to
independent pharmacies after taking into ac-
count variations in their cost of operation
resulting from regional differences, differ-
ences in the volume of drugs dispensed, dif-
ferences in services provided, and other fac-
tors which the Board finds relevan';.
PAYMENT TO COMPREHENSIVE HEALTH SERVICE

ORGANIZATIONS AND PROFESSIONAL FOUNDA-
TIONS

SEC. 87. (a) Payment to a comprehensive
health service organization or to a profes-
sional foundation for covered services to its
eligible enrollees, other than for hospital or
skilled nursing home services, shall consist of
basic capitation payments plus additional
payments (if any) determined in accordance
with subsection (d).

(b) The basic capitation payment shall
consist of a basic capitation amount multi-
plied by the number of eligible persons en-
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rolled in the organization or foundation. The
basic capitation amount shall be the sum of
the appropriate capitation amount or
amounts for professional services (deter-
mined under section 82 (f)) and a capitation
amount fixed by the Board, on the basis of
the average reasonable and necessary cost
per enrollee, for each other service or class of
services (exclusive of hospital and skilled
nursing home services) to be furnished by
the organization or foundation in accordance
with section 47(a) (3) or 48(b).

(c) If the organization or foundation fur-
nishes hospital or skilled nursing home serv-
ices through one or more institutions oper-
ated by it, payment for these services shall
(subject to the provisions of subsection (e))
be made in accordance with section 83, 84,
or 85. If with the approval of the Board the
organization or foundation furnishes such
services to enrollees through arrangements
with other providers to which the organiza-
tion or foundation undertakes to make pay-
ment for the services, the Board may reim-
burse the organization or foundation for
such payments on the basis of patient-days
of service utilized by eligible persons enrolled
in the organization or foundation.

(d) If it appears to the satisfaction of the
Board (1) that the average utilization of
hospital and skilled nursing home services by
eligible persons enrolled in the organiza-
tion or foundation (whether or not such
services are furnished by the organization
or foundation, either directly or through
other providers) has, during a fiscal year,
been less than the average utilization of such
services under comparable circumstances by
comparable population groups not enrolled
either in comprehensive health service orga-
nizations or in professional foundations, and
(2) that the services of the organization or
foundation have been of high quality and
adequate to the needs of its enrollees, the
Board shall (subject to the provisions of
subsection (e)) make an additional payment
to the organization or foundation equal to
75 percent of the amount which the Board
finds has been saved by such lesser utiliza-
tion of hospital and skilled nursing home
services.

(e) In lieu of payments under subsections
(c) and (d), the Board may pay the compre-
hensive health service organization or the
foundation on a capitation basis for hospital
services, skilled nursing home services, or
both. The capitation amount for such serv-
ices shall be their average reasonable and
necessary cost per enrollee; except that, if
the conditions stated in subsection (d) are
met, the capitation amount shall be de-
termined by the Board on the basis of the
average cost of such services under compara-
ble circumstances to comparable population
groups not enrolled in comprehensive health
service organizations or in professional foun-
dations, reduced by such amount as the
Board finds (on the basis of past experience
of the organization or foundation) is calcu-
lated to yield to the trust fund 25 per centum
of the saving referred to in subsection (d).

(f) The amount of any additional pay-
ment under subsection (d), or the excess of
aggregate payments under subsection (e)
over the cost of furnishing hospital services,
skilled nursing home services, or both, to eli-
gible persons enrolled in the organization or
foundation, may be used by the organization
or foundation for any of its purposes, includ-
ing the application of such amounts to the
cost of services not covered by this title.

PAYMENT TO OTHER PROVIDERS
SEC. 88. (a) An agency, organization, or

other entity with which the Board has en-
tered into an agreement under section 49 (a)
shall be paid by such method (other than the
fee-for-service method) as, in accordance
with regulations, may be set forth in the
agreement.
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(b) An independent pathology laboratory
or an independent radiology service shall be
paid on the basis of a budget approved by
the Board, or on such other basis as may
be specified in regulations.

(c) Payment for devices, appliances, and
equipment, payment for ambulance or other
transportation services, and payment for the
services of a Christian Science sanatorium
shall be made on such basis as may be
specified in regulations.

METHODS AND TIME OF PAYMENT

SEC. 89. The Board shall periodically de-
termine the amount which should be paid
under this part to each participating pro-
vider of services, and the provider shall be
paid, from the Health Services Account in
the Trust Fund, at such time or times as
the Board finds appropriate (but not less
often than monthly) and prior to audit or
settlement by the General Accounting Office,
the amounts so determined, with adjust-
ments on account of underpayments or over-
payments previously made (including ap-
propriate retrospective adjustments follow-
ing amendment of approved institutional
budgets). Payment may be made in advance
in such cases and to such extent as the
Board finds necessary to supply providers
with working funds, on such terms as it
finds sufficient to protect the interests of the
United States.
PART F-PLANNING: FUNDS TO IMPROVE SERV-

ICES AND ALLEVIATE SHORTAGES OF FACILITIES
AND PERSONNEL

PURPOSE OF PART F-AVAILABILITY OF FUNDS
SEC. 101. (a) The purpose of this part Is-
(1) prior to the effective date of health

security benefits, to inaugurate a program
of strengthening the Nation's resources of
health personnel and facilities and its sys-
tem of delivery of health services, in order
to enable the providers of health services
better to meet the demands on them when
benefits under this title become available,
and to that end (A) to expand and inten-
sify the health planning process throughout
the United States, with primary emphasis
on preparation of the health delivery system
to meet the demands of the Health Security
program under this title, and (B) to pro-
vide financial and other assistance (i) in
alleviating shortages and maldistributions of
health personnel and facilities in order to
increase the supply of services, and (ii) in
improving the organization of health serv-
ices in order to increase their accessibility
and effective delivery; and

(2) after the effective date, to reinforce
the operation of the Health Security pro-
gram under this title as a mechanism for the
continuing improvement of the supply and
ties and the organization of health services,
distribution of health personnel and facili-
and to that end (A) to coordinate the health
planning process throughout the United
States with a view to the continuing devel-
opment of plans for maximizing capabilities
for the effective delivery of covered services,
and (B) to assist in meeting those costs of
improvement of personnel, facilities, and or-
ganization that are not met either through
the normal operation of the Health Security
program under this title or from other
sources of public or private assistance.

(b) For the purposes of subsection (a) (1),
there are hereby authorized to be appro-
priated $200,000,000 for the fiscal year begin-
ning on July 1 of the calendar year in which
this title is enacted, and $400,000,000 for the
next succeeding fiscal year. Funds appro-
priated under this subsection shall remain
available until expended.

(c) For the purposes of subsection (a) (2),
the Board is authorized to make expenditures
from the Health Resources Development Ac-
count in the Trust Fund, established pursu-
ant to section 63.

PLANNING

SEC. 102. (a) In consultation with State
comprehensive health planning agencies
approved under section 314 (a) of the Public
Health Service Act, and with regional medical
programs and other health planning agencies,
the Secretary shall promote and support, and
as necessary shall conduct within the Depart-
ment of Health, Education, and Welfare, a
continuous process of health service plan-
ning for the purpose of improving the supply
and distribution of health personnel and
facilities and the organization of health
services. Except for planning with respect to
the national supply of professional health
personnel, the planning shall proceed pri-
marily on a State-by-State basis but without
excluding more particularized planning for
portions of States, for metropolitan or inter-
state areas, or with respect to health facili-
ties, health manpower development, or other
particular aspects of health care. If a State
comprehensive health planning agency does
not undertake and carry out the responsibil-
ity for utilizing and coordinating all health
planning activities within the State (inolud-
ing coordination with planning for interstate
areas), and for coordinating health planning
with planning in related fields, the Secretary
shall assume the responsibility for co-ordi-
nating such planning activities within the
States.

(b) Prior to the effective date of health
benefits, the planning process shall give first
consideration to identification of the most
acute shortages and maldistributions of
health personnel and facilities and the most
serious deficiencies in the organization for
delivery of covered services, and to means for
the speedy alleviation of these shortcomings.
Thereafter, it shall be directed to the con-
tinuing development of plans for maximizing
capabilities for the effective delivery of cov-
ered services.

(c) (1) Section 314(a) of the Public Health
Service Act (authorizing grants for compre-
hensive State health planning) is amended-

(A) by striking out "June 30, 1973" in the
first sentence of paragraph (1) and inserting
"June 30, 1978" in lieu thereof, and by strik-
ing out "and" after "June 30, 1972," in the
second sentence of the paragraph and in-
serting before the period at the end of the
paragraph: "and for each of the five succeed-
ing fiscal years, so much as may be neces-
sary"; and

(B) by redesignating paragraphs (D)
through (K) of subsection (a) (2) as para-
graphs (E) through (L), respectively, and
by inserting immediately after paragraph
(C) a new paragraph:

"(D) provide that the State agency will
place emphasis on the achievement, in con-
sultation with the Secretary, of the purposes
set forth in section 102 of the Health Secu-
rity Act, and will utilize and coordinate all
local or particularized health planning activ-
ities within the State (including coordina-
tion with planning for interstate areas), and
coordinate health planning with planning in
related fields;"

(2) Paragraph (1) (A) of section 314(b) of
the Public Health Service Act (authorizing
project grants for areawide health planning)
is amended-

(A) by striking out "June 30, 1973" in the
first sentence and inserting "June 30, 1978"
in lieu thereof;

(B) by inserting immediately before the
last sentence, "In approving grants under
this subsection the Secretary shall take into
consideration the extent to which the agency
or organization will supplement or otherwise
contribute to the effectiveness of the plan-
ning conducted by the State agency pursu-
ant to paragraph (D) of subsection (a) (2);"
and

(C) by striking out "and" after "June 30,
1972," in the last sentence, and inserting be-
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fore the period at the end of the paragraph:
"and for each of the succeeding five fiscal
years, so much as may be necessary".

GENERAL POLICIES AND PRIORITIES
SEc. 103. (a) In providing assistance under

this part, the Board shall give priority to
improving and expanding the available re-
sources for, and assuring the accessibility of,
services to ambulatory patients which are
furnished as part of coordinated systems
of comprehensive care. To this end the Board
shall encourage and assist'(1) the develop-
ment or expansion of comprehensive health
service organizations meeting the require-
ments of section 47(a), (2) the development
or expansion of agencies, organizations and
centers described in section 49(a) (1) or (1)
to furnish services to persons in urban or
rural areas who lack ready access to such
services, (3) the recruitment and training of
professional personnel to staff such organi-
zations, agencies, and centers, (4) the re-
cruitment and training of subprofessional
and nonprofessional personnel (Including
the development and testing of new kinds
of health personnel) to assist in the fur-
nishing of such services, to engage in edu-
cation for personal health maintenance, and
to furnish liaison between such organiza-
tions, agencies, or centers and the people
they serve, and (5) the strengthening of co-
ordination and linkages among institu-
tional services, among noninstitutional serv-
ices, and between services of the two kinds,
in order to improve the continuity of care
and the assurance that patients will be re-
ferred to such services and at such times as
may be medically appropriate, and (6) the
strengthening of coordination and cooper-
ation between hospital medical staffs and
hospital administrators.

(b) In administering financial assistance
under this part the Board shall be guided
so far as possible by findings and recom-
mendations of appropriate health planning
agencies.

(c) Funds available to carry out t a his part
shall not be used to replace other Federal
financial assistance, or to supplement the
appropriations for such other assistance ex-
cept to meet specific needs of the Health Se-
curity program under this title (such as the
training of physicians or medical students
for the general or family practice of medi-
cine). In administering other programs of
Federal financial assistance the Secretary and
other officers of the Executive Branch, on
recommendation of the Board, shall to the
extent possible utilize those programs to fur-
ther the objectives of this part. To this end
the Board, on such terms as it finds appro-
priate, may lend to an applicant or grantee
not more than 90 per centum of the non-
Federal funds required as a condition of as-
sistance under any such program, and may
pay all or part of the interest in excess of 3
percent per annum on any loan made, guar-
anteed, or insured under any such program.
ORGANIZATIONS FOR THE CARE OF AMBULATORY

PATIENTS
SEC. 104. (a) The Board is authorized to

assist, in accordance with this section, the
establishment, expansion, and operation of
(1) comprehensive health service organiza-

tions which meet or will meet the require-
ments of section 47(a), and (2) public or
other nonprofit agencies, organizations, and
centers described in section 49(a)(1) and
(2), which furnish or will furnish care to
ambulatory patients.

(b) The Board is authorized to make
grants (1) to any public or nonprofit agency
or organization (whether or not it Is a pro-
vider of health services), for not more than
90 percent of the cost (excluding costs of
construction) of planning, developing, and
establishing an organization or agency de-
scribed In subsection (a) of this section; or
(2) to an existing organization or agency de-
scribed In subsection (a), for not more than

80 percent of the cost (excluding costs of
construction) of planning and developing an
enlargement of the scope of its services or
an expansion of its resources to enable it to
serve more enrollees or a larger clientele. In
addition to grants under this subsection, or
in lieu of such grants, the Board is author-
ized to provide technical assistance for the
foregoing purposes.

(c) The Board is authorized to make loans
to organizations and agencies described in
subsection (a) of this section to assist in
meeting the cost of construction (or other-
wise acquiring, or Improving or equipping)
facilities which the Board finds will be essen-
tial to the effective and economical delivery,
or to the ready accessibility, of covered serv-
ices to eligible persons. No loan to a newly
established agency or organization shall ex-
ceed 90 percent and no loan to any other
agency or organization shall exceed 80 per-
cent of such cost, or of the non-Federal share
if other Federal financial assistance in meet-
ing such cost is available.

(d) The Board is authorized to contract
with an organization or agency which is de-
scribed in subsection (a) of this section and
which has been either newly established or
substantially enlarged, to pay all or a part of
any operating deficits, for not more than five
years in the case of an organization described
in subsection (a) (1), and until not later than
the effective date of health security benefits
in the case of an agency or organization de-
scribed in subsection (a) (2). Any such con-
tract shall condition payments upon the con-
tractor's making all reasonable effort to avoid
or minimize operating deficits and (if such
deficits exist) making reasonable progress
toward becoming self-supporting.
RECRUITMENT, EDUCATION, AND TRANIING O

PERSONNEL

SEC. 105. (a) In consultation with State
comprehensive health planning agencies, and
with Regional Medical Programs, the Board
shall promptly establish (and from time to
time review and, If necessary, revise) sched-
ules of priority for the recruitment, educa-
tion, and training of personnel to meet the
most urgent needs of the Health Security
program. The schedules may differ for differ-
ent parts of the United States.

(b) The Board is authorized to provide, to
physicians and medical students, training for
the general or family practice of medicine
and training in any other medical specialty
in which the Board finds that there is, for
the purposes of this title, a critical shortage
of qualified practitioners.

(c) The Board shall provide education or
training for those classes of health personnel
(professional, subprofessional, or nonpro-
fessional) for whom It finds the greatest
need, if other Federal financial assistance is
not available for such education or train-
ing; and if other assistance is available but
the Board deems it inadequate to meet the
increased need attributable to the Health
Security program, it may, with the approval
of the Secretary, provide such education or
training pending action by the Congress on
a recommendation promptly made by the
Secretary to increase the authorization of
appropriations (or, if the authorization is
deemed adequate, to increase the appropria-
tions) for such other assistance.

(d) The training of personnel authorized
by this section includes the development of
new kinds of health personnel to assist in
the furnishing of comprehensive health serv-
ices, and also Includes the training of per-
sons to provide education for personal health
maintenance, to provide liaison between the
residents of an area and health organiza-
tions and personnel serving them, and to act
as consumer representatives and as members
of advisory bodies in relation to the opera-
tion of this title in the areas in which they
reside. The Board may make grants to pub-
lic or other nonprofit health agencies, insti-

tutions, or organizations (1) to pay a part
or all of the cost of testing the utility of new
kinds of health personnel, and (2) until the
effective date of health security benefits, to
pay a part of the cost of employing persons
trained under this subsection who cannot
otherwise readily find employment utilizing
the skills imparted by such training.

(e) Education and training under this
section shall be provided by the Board
through contracts with appropirate educa-
tional institutions or such other institutions,
agencies, or organizations as it finds quali-
fied for this purpose. The Board may provide
directly, or through the contractor, for the
payment of stipends to students or trainees
in amounts not exceeding the stipends pay-
able under comparable Federal education or
training programs.

(f) The Board shall undertake to recruit
and train professional practitioners who will
agree to practice, in urban or rural areas of
acute shortage, in comprehensive health
service organizations referred to in section
47 (a) or in agencies, organizations, or cen-
ters referred to in section 48 (a) (1) or (2). A
practitioner who agrees to engage in such
practice for at least five years and who enters
upon practice in the area before the effective
date of health benefits, may until that date
be paid a stipend to supplement his profes-
sional earnings, and in an appropriate case
the Board may make a commitment to com-
pensate the practitioner after that date in
accordance with section 82(c).

(g) The Board shall undertake to recruit
physicians to serve hospitals as their medical
directors and to train such physicians
(among other matters) In advising on and
managing the development and implementa-
tion of medical policies and procedures and
their coordination with planning and opera-
tional functions of the hospital, with its
financing, and with its program of utiliza-
tion review.

(h) In administering this section the
Board shall seek to encourage the education
and training, for the health professions and
other health occupations, of persons dis-
advantaged by poverty, inadequate educa-
tion, or membership in ethnic minorities. To
this end the Board may, through contracts
in accordance with subsection (e), provide
to such persons remedial or supplementary
education preparatory to or concurrent with
education or training for the health pro-
fessions or occupations, and may (directly
or through such contracts) provide to such
persons stipends adequate to enable them to
avail themselves of such education or train-
ing.

SPECIAL IMPROVEMENT GRANTS

SEC. 106. (a) The Board is authorized to
make grants to public or other nonprofit
health agencies, institutions, and organiza-
tions to pay part or all of the cost of estab-
lishing improved coordination and linkages
among Institutional services, among nonin-
stitutional services, and between services of
the two kinds.

(b) The Board is authorized to make grants
to organizations, agencies, and centers de-
scribed in section 104(a) to pay part or all
of the cost of installation of improved utili-
zation review, budget, statistical, or records
and Information retrieval systems, including
the acquisition of equipment therefor, or to
pay part or all of the cost of acquisition and
installation of diagnostic or therapeutic
equipment.

LOANS UNDER PART F

SEC. 107. (a) Loans authorized under this
part shall be repayable in not more than
twenty years, shall bear interest at the rate
of 3 per centum per annum, and (subject to
the provisions of subsection (b)) shall be
made on such other terms and conditions
as the Board deems appropriate. Amounts
paid as interest on any such loan or as repay-
ment of principal shall, if the loan was made
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from funds appropriated pursuant to section
101(b), be covered into the Treasury as mis-
cellaneous receipts, and if the loan was made
from funds in the Health Resources Develop-
ment Account, be deposited in the Trust
Fund to the credit of that account.

(b) No loan for the construction or im-
provement of a facility shall be made under
this part unless the borrower undertakes that
all laborers and mechanics employed by con-
tractors or subcontractors in the perform-
ance of construction or improvement on the
project will be paid wages not less than those
prevailing on similar work in the locality as
determined by the Secretary of Labor in ac-
cordance with the Davis-Bacon Act (40
U.S.C. 276a-276a-5). The Secretary of Labor
shall have with respect to the labor stand-
ards specified in this subsection the author-
ity and functions set forth in Reorganization
Plan Numbered 14 of 1950 (15 F.R. 3176; 5
U.S.C. Appendix 133z-15) and section 2 of
the Act of June 13, 1934 (40 U.S.C. 276c).

RELATIONS OF PARTS E AND F

SEC. 108. Payments under this part pur-
suant to any grant or loan to, or any contract
with, a participating provider of services
shall be made in addition to, and not in sub-
stitution for, payments to which the pro-
vider is entitled under part E.

PART G-ADMINISTRATION
ESTABLISIHMENT OF THE HEALTH SECURITY

BOARD
SEC. 121. (a) There is hereby established in

the Department of Health, Education, and
Welfare a Health Security Board to be com-
posed of five members to be appointed by
the President, by and with the advice and
consent of the Senate. During his term of
membership on the Board, no member shall
engage in any other business, vocation, or
employment. Not more than three members
of the Board shall be members of the same
political party.

(b) Each member of the Board shall hold
office for a term of five years, except that
(1) a member appointed to fill a vacancy
occurring during the term for which his
predecessor was appointed shall be appointed
for the remainder of that term, and (2) the
terms of office of the members first ap-
pointed shall expire, as designated by the
President at the time of their appointment,
at the end of one, two, three, four, and five
years, respectively, after the date of enact-
ment of this Act. A member who has served
for two consecutive five-year terms shall not
be eligible for reappointment until two
years after he has ceased to serve.

(c) The President shall designate one of
the members of the Board to serve, at the
will of the President, as Chairman of the
Board.

DUTIES OF THE SECRETARY AND THE BOARD
SEC. 122. (a) The Secretary of Health, Ed-

ucation, and Welfare, and the Board under
the supervision and direction of the Secre-
tary, shall perform the duties imposed upon
them, respectively, by this title. Regula-
tions authorized by this title shall be is-
sued by the Board with the approval of the
Secretary, in accordance with the provisions
of section 553 of title 5, United States Code
(relating to the publication of, and oppor-
tunity to comment on, proposed regula-
tions).

(b) The Board shall have the duty of
continuous study of the operation of this
Act and of the most effective methods of
providing comprehensive personal health
services to all persons within the United
States and to United States citizens else-
where, and of making, with the approval of
the Secretary, recommendations on legisla-
tion and matters of administrative policy
with respect thereto. The Board shall make,
through the Secretary, an annual report to
the Congress on the administration of the

functions with which it is charged. The
report shall include, for periods prior to the
effective date of health benefits, an evalua-
tion by the Board of progress in preparing
for the initiation of benefits under this title,
and for periods thereafter, an evaluation of
the operation of the title, of the adequacy
and quality of services furnished under it,
and of the costs of the services and the effec-
tiveness of measures to restrain the costs.

(c) In performing his functions with re-
spect to health manpower, education and
training, health research, environmental
health, disability insurance, vocational re-
habilitation, the regulation of food and
drugs, and all other matters pertaining to
health, as well as in supervising and direct-
ing the administration of this title by the
Board, the Secretary shall direct all activ-
ities of the Department toward mutually
complementary contributions to the health
of the people. He shall include in his annual
report to the Congress a report on his dis-
charge of this responsibility.

(d) The Secretary shall make available
to the Board all information available to
him, from sources within the Department or
from other sources, pertaining to the func-
tions of the Board.

(e) The Civil Service Commission, in con-
sultation with the Board, shall to the greatest
extent practicable facilitate recruitment, for
employment by the Board in the competitive
service, of qualified persons experienced in
the administration or operation of private
health insurance and health prepayment
plans, or experienced in other fields pertinent
to the administration of this title.
EXECUTIVE DIRECTOR: DELEGATION OF AUTHORITY

SEC. 123. (a) There is hereby established
the position of Executive Director of the
Health Security Board. The Executive Direc-
tor shall be appointed by the Board with
the approval o0 the Secretary, and shall serve
as secretary to the Board and perform such
duties in the administration of this title as
the Board may assign to him.

(b) The Board is authorized to delegate
to the Executive Director or to any other
officer or employee of the Board or, with the
approval of the Secretary (and subject to
reimbursement of identifiable costs), to any
other officer or employee of the Department,
any of its functions or duties under this title
other than (1) the issuance of regulations,
or (2) the determination of the availability
of funds and their allocation, under sections
62, 63, or 64.

REGIONS AND HEALTH SERVICE AREAS
SEc. 124. (a) This title shall be adminis-

tered by the Board through the regions of
the Department (as they may be established
from time to time) and, within each region,
through such health service areas as the
Board may establish. Each health service area
shall consist of a State or a part of a State,
except as the Board finds that patterns of
the organization of health services and of
the flow of patients make an interstate area
a more practical unit of administration.

(b) The Board shall establish in each local
health service area a local health security
office and such branch offices as the Board
may find necessary. The local offices and
branch offices, in addition to such informa-
tional and other administrative duties as the
Board may assign them, shall have the func-
tion of receiving and investigating com-
plaints by eligible persons and by providers
of services concerning the administration of
this title and of taking or recommending
appropriate corrective action.
NATIONAL HEALTH SECURITY ADVISORY COUNCIL

SEc. 125. (a) There is hereby established a
National Health Security Advisory Council,
which shall consist of the Chairman of the
Board, who shall serve as Chairman of the
Council, and twenty members, not otherwise
in the employ of the United States, appointed

by the Secretary on recommendation of the
Board, without regard to the provisions of
title 5, United States Code, governing ap-
pointments In the competitive service. The
appointed members shall include persons
who are representative of providers of health
services, and of persons (who shall constitute
a majority of the Council) who are repre-
sentative of consumers of such services. Each
appointed member shall hold office for a term
of four years, except that (1) any member
appointed to fill a vacancy occurring during
the term for which his predecessor was ap-
pointed shall be appointed for the remainder
of that term, and (2) the terms of the mem-
bers first taking office shall expire, as desig-
nated by the Secretary at the time of ap-
pointment, five at the end of the first year,
five at the end of the second year, five at the
end of the third year, and five at the end
of the fourth year after the date of enact-
ment of this Act. Members of the Council who
are representative of providers of health care
shall be persons who are outstanding in
fields related to medical, hospital, or other
health activities, or who are representative of
organizations or associations of professional
health personnel; members who are repre-
sentative of consumers of such care shall be
persons, not engaged in and having no finan-
cial interest in the furnishing of health serv-
ices, who are familiar with the needs of
various segments of the population for per-
sonal health services and are experienced
in dealing with problems associated with the
furnishing of such services.

(b) The Advisory Council is authorized to
appoint such professional or technical com-
mittees, from its own members or from other
persons or both, as may be useful in carrying
out its functions. The Council, its members,
and its committees shall be provided with
such secretarial, clerical, or other assistance
as may be authorized by the Board for carry-
ing out their respective functions. The Coun-
cil shall meet as frequently as the Board
deems necessary, but not less than four times
each year. Upon request by seven or more
members it shall be the duty of the Chair-
man to call a meeting of the Council.

(c) It shall be the function of the Advisory
Council (1) to advise the Board on matters
of general policy in the administration of
this title, in the formulation of regulations,
and in the performance of the Board's func-
tions under part D, and (2) to study the
operation of this title and the utilization of
health services under it, with a view to rec-
ommending any changes in the administra-
tion of the title or in its provisions which
may appear desirable. The Council shall
make an annual report to the Board on the
performance of its functions, including any
recommendations it may have with respect
thereto, and the Board, through the Secre-
tary, shall promptly transmit the report to
the Congress, together with a report by the
Board on any administrative recommenda-
tions of the Council which have not been
followed, and a report by the Secretary of his
views with respect to any legislative recom-
mendations of the Council.

(d) Appointed members of the Advisory
Council and members of technical or pro-
fessional committees, while serving on busi-
ness of the Council (inclusive of traval
time), shall receive compensation at rates
fixed by the Board, but not exceeding $100
per day; and shall be entitled to receive
actual and necessary traveling expenses and
per diem in lieu of subsistence while so serv-
ing away from their places of residence.

REGIONAL AND LOCAL ADVISORY COUNCILS
SEC. 126. (a) The Board shall appoint for

each of the regions of the Department and for
each health service area a regional or local
advisory council, consisting of the regional
or local representative of the Board as chair-
man and (in such numbers as the Board
may determine) representatives of providers
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of health services and representatives (who
shall constitute a majority of the members
of each council) of consumers of such serv-
ices. It shall be the function of each such
council to advise the regional or local rep-
resentative of the Board, as the case may be,
on all matters directly relating to the ad-
ministration of this title in the region or
area, including methods and procedures fol-
lowed in the handling of complaints.

(b) The provisions of section 125(d) shall
be applicable to the members of councils ap-
pointed under this section.

PROFESSIONAL AND TECHNICAL ADVISORY
COMMITTEES

SEC. 127. (a) The Board shall appoint
such standing professional and technical
committees as it deems necessary to advise
it on the administration of this title with
respect to the several classes of covered serv-
ices described in part B. Each such com-
mittee shall consist of experts (in such num-
ber as the Board may determine) drawn
from the health professions, from medical
schools or other health educational institu-
tions, from providers of services, or from
other sources, whom the Board deems best
qualified to advise it with respect to the pro-
fessional and technical aspects of the fur-
nishing and utilization of, the payment for,
and the evaluation of, a class of covered
services designated by the Board, and with
respect to the relationship of that class of
services to other covered services.

(b) The Board is authorized to appoint
such temporary professional and technical
committees as it deems necessary to advise
it on special problems not encompassed in
the assignments of standing committees ap-
pointed under subsection (a), or to supple-
ment the advice of standing committees.

(c) Committees appointed under this sec-
tion shall report from time to time to the
Board, and copies of their reports shall be
transmitted by the Board to the National
Advisory Council.

(d) The provisions of section 125(d) shall
be applicable to the members of committees
appointed under this section.

PARTICIPATION BY STATE AGENCIES
SEC. 128. (a) The Board shall (in addition

to the consultation with State planning
agencies required by section 102) consult
from time to time with State health agencies
or other appropriate State agencies in pre-
paring for and in administering health secu-
rity benefits, with a view to coordinating
the administration of this title with State
and local activities in the fields of environ-
mental health, licensure and inspection,
education for the health professions and
other health careers, and other fields relat-
ing to health. Insofar as practicable, the
Board shall conduct such consultation
through the regional offices of the Depart-
ment.

(b) The Board shall make an agreement
with any State which is able and willing to
do so under which the State health agency
or other appropriate State agency will be
utilized by the Board in determining whether
providers of services meet or continue to
meet the qualifications and conditions estab-
lished by or pursuant to part C. Such an
agreement shall fix the frequency-of inspec-
tion of the several classes of providers, other
than professional practitioners, and shall es-
tablish the qualifications required of persons
making the inspections. Determinations by
State agencies based upon inspections made
In accordance wtih such agreements, and
determinations with respect to professional
practitioners, may be given by the Board the
same effect as determinations by the Board.

(c) An agreement under subsection (b)
may provide that a State agency, either di-
rectly or through local public agencies, will
undertake activities specified in the agree-
ment, directed to the health education of
the residents of the State, the maintenance

and improvement of the quality of covered
services furnished in the State, the mainte-
nance of effective utilization review, or the
better coordination of services of different
kinds.

(d) The Board shall pay to a State, in ad-
vance or otherwise as specified in the agree-
ment, the reasonable cost of services and
activities pursuant to an agreement under
subsection (b) or (c); and may pay a part
or all of the cost of training (or may train)
State personnel to enable them to meet the
qualifications established by the Board for
inspectors.
TECHNICAL ASSISTANCE TO SKILLED NURSING

HOMES AND HOME HEALTH SERVICE AGENCIES

SEC. 129. The Board is authorized, either
directly or through agreements with State
agencies under Section 128, to provide tech-
nical assistance to skilled nursing homes and
home health service agencies to supplement,
in regard to social services, dietetics, and
other matters, the skills of the groups re-
ferred to in section 45(b) and 46(b).
DISSEMINATION OF INFORMATION; STUDIES AND

EVALUATIONS; SYSTEMS DEVELOPMENT

SEC. 130. (a) The Board shall disseminate,
to providers of services and to the public,
information concerning the provisions of this
title, the persons eligible to receivehe bene-
fits of the title, and the nature, scope, and
availability of covered services; and to pro-
viders of services, information concerning
the conditions of participation, methods and
amounts of compensation to providers, and
other matters relating to their participation.
With the approval of the Secretary, the
Board may furnish to all professional prac-
titioners information concerning the safety
and efficacy of drugs appearing on either of
the lists established under section 25, the
indications for their use, and contraindica-
tions.

(b) The Board shall make, on a continuing
basis after the effective date of health se-
curity benefits, a study and evaluation of
the operations of this title in all its aspects,
including study and evaluation of the ade-
quacy and quality of services furnished un-
der the title, analysis of the cost of each
kind of services, and evaluation of the ef-
fectiveness of measures to restrain the costs.

(c) The Board is authorized, either di-
rectly or by contract-

(1) to make statistical and other studies,
on a nationwide, regional, State, or local ba-
sis, of any aspect of the operation of this
title, including studies of the effect of the
title upon the health of the people of the
United States and the effect of comprehen-
sive health services upon the health of per-
sons receiving such services;

(2) to develop and test methods of pro-
viding. through payment for services or
otherwise, additional incentives for adher-
ence by providers to standards of adequacy
and quality; methods of peer review and peer
control of the utilization of drugs, of labora-
tory services, and of other services not sub-
ject to utilization review under section 51;
and methods of peer review of the quality
of services;

(3) to develop and test, for use by the
Board, records and information retrieval sys-
tems and budget systems for health serv-
ices administration, and develop and test
model systems for use by providers of serv-
ices;

(4) to develop and test, for use by pro-
viders of services, records and information
retrieval systems useful in the furnishing
of health services, and equipment (such as
equipment for the monitoring of patients'
functions, or for multiphasic screening) use-
ful in the furnishing of preventive or diag-
nostic services;

(5) to develop, in collaboration with the
pharmaceutical profession, and test, im-
proved administrative practices or improved
methods for the reimbursement of inrde-

pendent pharmacies for the cost of fur-
nishing drugs as a covered service; and

(6) to make such other studies as it may
consider necessary or promising for the
evaluation, or for the improvement, of the
operation of this title.

EXPERIMENTS AND DEMONSTRATIONS

SEC. 131. The Board is authorized, pursu-
ant to agreement with providers of services,
to undertake experiments for the purpose of
developing and testing alternative methods
of compensating providers (in lieu of the
methods otherwib. prescribed by this title)
which offer promise, through financial in-
centives or otherwise, of improving the co-
ordination of services, improving their qual-
ity or their accessibility, or decreasing their
cost; and to undertake demonstrations of
the results of such experiments. Any such
experiment or demonstration with respect to
independent professional practitioners shall
be undertaken only in the manner specified
in section 82(h).
DETERMINATIONS; SUSPENSION OR TERMINATION

OF PARTICIPATION
SEC. 132. (a) Determinations of entitle-

ment to benefits under this title, determina-
tions of who are participating providers of
services, determinations whether services are
covered services, and determinations of
amounts to be paid by the Board to par-
ticipating providers, shall be made by the
Board in accordance with regulations. A pro-
vider or other person aggrieved by a deter-
mination under this subsection shall, in such
cases and on such conditions as are speci-
fied in regulations, be entitled to an admin-
istrative appeal from it.

(b) If the Board finds that a participating
provider of services no longer meets the
qualifications established by or pursuant to
part C for services of the kinds furnished by
him, or for some classes of such services, or
that he has intentionally violated the pro-
visions of this title or of regulations, or that
he has failed substantially to carry out the
agreement filed by him pursuant to section
41(c), the Board may issue an order sus-
pending or terminating (absolutely or on
such conditions as the Board finds appropri-
ate) the participation of the provider, or
suspending or terminating it with respect to
particular classes of services.

(c) If the Board has reason to believe that
a participating professional practitioner, or
a professional practitioner furnishing cov-
ered services on behalf of an Institutional
or other participating provider, has in a sub-
stantial number of cases-

(1) furnished professional services, or
caused the furnishing of institutional or
other services, which were not medically nec-
essary but for which payment was claimed
under this title:

(2) furnished to eligible persons covered
services which were not of a quality meeting
professionally recognized standards of care;
or

(3) neglected to furnish necessary services
to eligible persons who were his patients, un-
der circumstances such that the neglect con-
stituted a breach of his professional obliga-
tion;
or has reason to believe that a participating
provider other than a professional practi-
tioner has in a substantial number of cases-

(4) furnished services, for which payment
was claimed under this title, known to the
provider not to have been medically neces-
sary; or

(5) furnished to eligible persons covered
services which were not of a quality meeting
professionally recognized standards of care;
the Board shall submit the evidence in its
possession either to an appropriate profes-
sional organization or to a committee con-
stituted by the Board after consultation with
such an organization (which committee may,
when the Board deems it proper, include non-
professional persons). The Board shall re-
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quest the organization or committee, with
or without further investigation, to recom-
mend what action, if any, should be taken
by the Board. Taking into consideration any
recommendation so made to it, the Board
may issue an order suspending or terminat-
ing (absolutely or on such conditions as the
Board finds appropriate) the participation
of the practitioner or other provider or, in
the case of a practitioner furnishing services
on behalf of another provider, requiring the
other provider, as a condition of continued
participation, to suspend or discontinue (ab-
solutely or on conditions) the furnishing of
covered services by the practitioner.

(d) The Board shall, either in advance or
by way of reimbursement, pay to an organi-
zation or committee making a recommenda-
tion under subsection (c) its reasonable cost
incurred in so doing.

(e) No determination under subsection
(a) that a person, previously determined to
be eligible for benefits, is not eligible there-
for, and (unless the Board finds that eligible
persons are endangered) no order under sub-
section (b) or (c), shall be effective until
after the person or provider has been afforded
a hearing under section 133 or an opportu-
nity therefor.

HEARINGS: JUDICIAL REVIEW
SEC. 133. (a) A provider of services or other

person who is dissatisfied with a determina-
tion made or an order issued under section
132 shall, upon request therefor filed in ac-
cordance with regulations, be entitled to a
hearing before a hearing officer or a hearing
panel of the Board. The hearing shall be held
as promptly as possible and at a place con-
venient to the provider or other person re-
questing the hearing. For the purpose of re-
viewing the determinations of hearing officers
or panels, the Board shall establish a national
appeals tribunal and may establish regional
or other intermediate appeals tribunals, and
shall by regulation prescribe the jurisdiction
of such tribunal or tribunals. Decisions of
hearing officers or hearing panels shall, sub-
ject to appeals under this subsection, consti-
tute final decisions of the Board.

(b) In any case in which the Board finds
(on the basis of the request for hearing and
the records of the Board) that a substan-
tial issue of professional practice or conduct,
in a health profession specified for this pur-
pose In regulations, will be involved in the
hearing, the hearing shall be held either be-
fore a person who is qualified in an appro-
priate health profession or before a panel
which includes a person or persons so quali-
fied, and an appeal in such a case shall be
heard before an appellate tribunal (or a panel
thereof) which includes a person or persons
so qualified. In any case in which a single
person qualified as a health professional, or a
panel composed entirely of persons so quali-
fied, conducts a hearing or hears an appeal,
the Board shall assign an attorney to as-
sist in the conduct of the hearing or the
appeal and to advise upon the decision of
issues of law.

(c) (1) Any provider of services or other
person, after any final decision of the Board
made after a hearing to which he was a party
irrespective of the amount in controversy,
may obtain a review of such decision by a
civil action commenced within sixty days
after the mailing to him of notice of such
decision or within such further time as the
Board may allow. Such action shall be
brought in the district court of the United
States, for the judicial district in which the
plaintiff resides or has his principal place
of business, or, if he does not reside or have
his principal place of business within any
such judicial district, in the District Court
of the United States for the District of Co.
lumbia. As part of its answer the Board shall
file a certified copy of the transcript of the
record, including the evidence upon which
the findings and decisions complained of are
based.

(2) The court shall have power to enter,
upon the pleadings and transcript of the
record, a judgment affirming, modifying or
reversing the decision of the Board, with or
without remanding the cause for a rehear-
ing. The findings of the Board as to any fact,
if supported by substantial evidence, shall be
conclusive.

(3) Where a claim has been denied by the
Board, or a decision is rendered which is ad-
verse to a provider or other person who was a
party to the hearing before the Board, be-
cause of failure of the claimant or such pro-
vider or other person to submit proof in con-
formity with any regulation prescribed by the
Board, the court shall review only the ques-
tion of conformity with the regulation and
the validity of the regulation. The court shall
not review a finding by the Board under sub-
section (b), or a refusal to find, that a sub-
stantial issue of professional practice or con-
duct will be involved in a hearing.

(4) The court shall, on motion of the
Board made before it files its answer, remand
the case to the Board for further action by
the Board, and may, at any time on good
cause shown, order additional evidence to be
taken before the Board. The Board shall, after
the case is remanded, and after hearing such
additional evidence if so ordered, modify or
affirm its findings of fact or its decision, or
both, and shall file with the court any such
additional and modified findings of fact and
decision and a transcript of the additional
record and testimony. Such additional or
modified findings of fact and decision shall be
reviewable only to the same extent as the
original findings of fact and decision.

(5) The judgment of the court shall be
final except that it shall be subject to review
in the same manner as judgments in other
civil actions.

DIRECTIONS BY THE BOARD FOR THE BETTER OR-
GANIZATION AND COORDINATION OF SERVICES
SEC. 134.(a) The Board is authorized, in

accordance with this section, to issue to any
participating provider of services (other than
an individual professional provider) a direc-
tion that the provider shall-

(1) discontinue (for purposes of payment
under part E) one or more services which
the provider is currently furnishing;

(2) initiate one or more covered services
which the provider is not currently furnish-
ing;

(3) initiate the furnishing of one or more
covered services at a place where the pro-
vider is not currently furnishing the serv-
ices; or

(4) enter into arrangements with one or
more other providers of services (A) for the
transfer of patients and medical records as
may be medically appropriate, (B) for mak-
ing available to one provider the professional
and technical skills of another, or (C) for
such other coordination or linkage of cov-
ered services as the Board finds will best serve
the purposes of this title.
A direction under this subsection shall spec-
ify a future date on which, if the direction
has not been complied with, the provider to
whom it is addressed shall cease to be a
participating provider.

(b) If the Board finds (1) that the serv-
ices furnished by a provider of services (oth-
er than an individual professional provider)
are not necessary to the availability of ade-
quate services under this title and that their
continuance as covered services is unreason-
ably costly, or (2) that the services are fur-
nished inefficiently and at unreasonable cost,
that efforts at correction have proved un-
availing, and that necessary services can be
more efficiently furnished by other providers,
the Board may issue a direction that on a
specified future date the provider shall cease
to be a participating provider.

(c) No direction shall be issued under
this section except on the recommendation
of, or after consultation with, the State
health planning agency (referred to in sec-

tion 102(a)) of the State in which the di-
rection will be operative. No direction shall
be issued under subsection (a) unless the
Board finds that it can practicably be car-
ried out by the provider to whom it is
addressed.

(d) (1) No direction shall be issued under
this section until the Board has published
notice, in the service area of the provider or
providers affected, describing in general
terms the proposed action, giving a brief
statement of the reasons therefor, and in-
viting written comment thereon. The notice
shall be published in at least one newspaper
circulating in the area, and the Board shall
use such other means as it finds calculated
to inform residents of the area of the pro-
posed action.

(2) If objection to the proposal Is made
by any interested provider of services ( other
than an individual professional practi-
tioner) or by an interested health planning
agency or by a substantial number of inter-
ested professional practitioners or of resi-
dents of the area, the Board shall call a
public hearing before a hearing officer or
hearing panel meeting the requirements of
section 133 (b). At the hearing the Board
shall present evidence in support of the pro-
posal, and any interested provider of serv-
ices or health planning agency or any other
interested person shall be entitled to par-
ticipate in the hearing and to present evi-
dence or argument or both. On the basis of
evidence presented at the hearing the hear-
ing officer or hearing panel shall make rec-
ommended findings of fact and a recommend-
ed determination either to issue the pro-
posed direction, to modify and issue it, or
to withdraw the proposal. The final deter-
mination shall be made by the Board or by
a special panel designed by it for the pur-
pose, and shall be subject to judicial review
in accordance with section 133 (c).
DEPUTY SECRETARY OF HEALTH, EDUCATION, AND

WELFARE; UNDER SECRETARY FOR HEALTH AND
SCIENCE; SALARY LEVELS
SEC. 135. (a) There shall be in the Depart-

ment of Health, Education, and Welfare in
addition to the Assistant Secretaries now
provided for by law, a Deputy Secretary of
Health, Education, and Welfare and an Under
Secretary for Health and Science each of
whom shall be appointed by the President,
by and with the advice and consent of the
Senate, and shall perform such functions
(related to health and science In the case of
such Under Secretary) as the Secretary may
prescribe. The provisions of the second sen-
tence of section 2 of Reorganization Plan
Numbered 1 of 1953 shall be applicable to
such Deputy Secretary to the same extent as
they are applicable to the Under Secretary
of Health, Education, and Welfare and shall
be applicable to the Under Secretary for
Health and Science to the same extent as
they are applicable to the Assistant Secre-
taries authorized by that section.

(b) (1) Section 5313, title 5, United States
Code (relating to executive pay rates for
positions at level II) is amended by insert-
ing after clause (19) the following new
clause:

"(20) Deputy Secretary of Health, Educa-
tion, and Welfare."

(2) Section 5314, title 5, United States
Code (relating to executive pay rates for
positions at level III), is amended by striking
out clause (7) and inserting in lieu thereof:

"(7) Under Secretary for Health and
Science, Department of Health, Education,
and Welfare,";
and by adding at the end thereof the fol-
lowing new clause:

"(54) Chairman, Health Security Board,
Department of Health, Education, and Wel-
fare."

(3) Section 5315, ;itle 5, United States
Code (relating to executive pay rates for posi-
tions at level IV), is amended by adding at
the end thereof the following new clause:
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"(94) Members (other than the Chair-

man), Health Security Board, Department
of Health, Education, and Welfare."

(4) Section 5316, Title 5, U.S. Code (re-
lating to executive pay rates for positions
at level V) is amended by adding at the end
thereof the following clause:

"(130) Executive Director, Health Security
Board, Department of Health, Education,
and Welfare."

(c)(1) The office of Under Secretary of
Health, Education, and Welfare, created by
section 2 of Reorganization Plan Numbered
1 of 1953 (67 Stat. 631), is hereby abolished.

(2) The President may authorize the per-
son who immediately prior to the date of
enactment of this Act occupies the office
of Under Secretary of Health, Education,
and Welfare to act as Deputy Secretary of
Health, Education, and Welfare until that
office is filled by appointment in the manner
provided by subsection (a) of this section.
While so acting, such person shall receive
compensation at the rate now or hereafter
provided by law for the Deputy Secretary
of Health, Education, and Welfare.

PART H-MISCELLANEOUS PROVISIONS
DEFINITIONS

Sec. 141. When used in this title-
(a) The term "State" includes the District

of Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam, and Ameri-
can Samoa.

(b) The term "United States" when used
in a geographical sense means the States,
as defined in subsection (a).

(c) The term "Secretary", except when
the context otherwise requires, means the
Secretary of Health, Education, and Welfare.

(d) The term "Department", except when
the context otherwise requires, means the
Department of Health, Education, and Wel-
fare.

(e) The term "Board" means the Health
Security Board established by section 121.

EFFECTIVE DATES OF TITLE I
SEC. 142. The effective date of health bene-

fits under this title shall be July 1 of the
second calendar year after the year in which
this title Is enacted, and no service or item
furnished prior to that date shall constitute
a covered service. Part D shall be effective
with respect to fiscal years beginning on or
after the effective date, except that action
pursuant to section 201(g) and section 1817
(h) of the Social Security Act, as amended
by section 61 of this Act, to make funds
available on and after the effective date, is
authorized to be taken by the Congress prior
to that date. In all other respects this title
is effective upon enactment.
EXISTINO EMPLOYER-EMPLOYEE HEALTH BENEFIT

PLANS UNAFFECTED
SEC. 143. (a) No provision of this Act, and

no amendment of the Internal Revenue Code
of 1954 made by this Act, shall affect or alter
any contractual or other nonstatutory obli-
gation of an employer to provide health
services to his present and former employees
and their dependents, or to any of such per-
sons, or the amount of any obligation for
payment (including any amount payable by
an employer for insurance premiums or into
a fund to provide for any such payment)
toward all or any part of the cost of such
services.

(b) If notwithstanding subsection (a) the
availability, on or after the effective date, of
benefits under this title shall result in a
diminution in the cost to an employer of his
aggregate obligations (including his liability
for taxes imposed by section 3111(b) of the
Internal Revenue Code of 1954, as well as
any contractual or other undertaking to pay
the taxes imposed on his employees by sec-
tion 3101(b) of the Code) to provide or pay
for health services to persons referred to in
subsection (a), it is the sense of the Congress

that, at least to the extent of such diminu-
tion in costs, and at least for the duration
of any nonstatutory obligation to provide
or pay for health services subsisting immedi-
ately prior to the effective date, equity and
fair dealing require the employer to under-
take an equivalent cost, either by paying
without deduction from their remuneration
part or all of the taxes imposed by section
3101(b) of the Code on his employees, or
by increasing their remuneration, or by pro-
viding other benefits to them, or by a combi-
nation of these methods, as may be agreed
between the employer and his employees or
their representatives.

TITLE II-HEALTH SECURITY TAXES
PART A-PAYROLL TAXES

RATES AND COVERAGE
SEC. 201. (a) Section 3101(b) of the Inter-

nal Revenue Code of 1954 (imposing a hospi-
tal insurance tax on employees) is amended
to read as follows:

"(b) HEALTH SECURITY TAX.-In addi-
tion to the tax imposed by the preceding sub-
section, there is hereby imposed on the in-
come of every individual a tax equal to 1 per-
cent of the wages (as defined in section
3121(r)) received by him on or after the
effective date of health security taxes (as de-
fined in section 3121(u)) with respect to em-
ployment (as defined in section 3121(s))."

(b) Section 3111(b) of such Code (impos-
ing a hospital insurance tax on employers) is
amended to read as follows:

"(b) HEALTH SECURITY TAx.-In addition to
the tax imposed by the preceding subsection,
there is hereby imposed on every employer an
excise tax, with respect to having individuals
in his employ, equal to 3.5 percent of the
wages (as defined in section 3121(r)) paid by
him on or after the effective date of health
security taxes (as defined in section 3121(u))
with respect to employment (as defined in
section 3121(s))."

(c) Section 3121 of such Code (containing
definitions applicable to social security pay-
roll taxes) is amended by adding at the end
thereof the following subsections:

(r) WAGE BASE FOR PURPOSES OF HEALTH
SECURITY TAXES.-For the purpose of section
3101(b), the term "wages" shall have the
meaning set forth in subsection (a) of this
section except that in applying paragraph (1)
of that subsection the term "health security
contribution base (as defined in subsection
(t))" shall be substituted for the figure
"$7,800" each place it appears therein. For
the purpose of section 31111(b), "wages" shall
have the meaning set forth in subsection (a)
of this section except that paragraph (1) of
that subsection shall not be applied.

"(s) EMPLOYMENT FOR PURPOSES OF HEALTH
SECURITY TAXES.-For the purposes of sections
3101(b) and 3111(b), the term 'employment'
shall have the meaning set forth in subsec-
tion (b) of this section except that-

"(1) the exclusions contained in the fol-
lowing paragraphs of subsection (b) shall not
be applied: paragraph (1) (relating to for-
eign agricultural workers), paragraphs (5)
and (6) (relating to employment by the
United States or its instrumentalities) other
than paragraph (6) (C) (1) (relating to the
President, the Vice President, and Members
of Congress) and paragraph (6) (C) (1ii)
through (v) (relating to certain minor em-
ployments), paragraph (8) (relating to em-
ployment by charitable and similar organi-
zations), paragraph (9) (relating to employ-
ment covered by the railroad retirement sys-
tem), and paragraph (17) (relating to em-
ployment by subversive organizations),

"(2) subsection (m) of this section (in-
cluding services by members of the uni-
formed services in the term 'employment')
shall not be applied, and

"(3) for the purposes of section 3101(b),
the exclusion contained in paragraph (7) of
subsection (b) of this section (relating to

employment by States and their political
subdivisions and instrumentalities) shall not
be applied, other than paragraph (7) (C) (1)
through (iv) (relating to certain minor em-
ployments by the District of Columbia).

"(t) HEALTH SECURITY CONTRIBUTION
BASE.-

"(1) For each calendar year the term
'health security contribution base' means
$15,000, unless for that year the Secretary
has determined and published a contribution
base pursuant to this subsection.

"(2) On or before November 1 of the sec-
ond year after the calendar year in which oc-
curs the effective date of health security
taxes (as defined In subsection (u)), and at
two-year intervals thereafter, the Secretary
shall determine and publish in the Federal
Register the health security contribution
base for the first two calendar years follow-
ing the year in which the determination is
made.

"(3) The health security contribution base
for a particular calendar year shall be which-
ever of the following is the larger:

"(A) the product of $15,000 and the ratio
of (1) the average of the wages, taxable
under section 3101(b), of all persons for
whom such wages were reported to the Sec-
retary for the first quarter of the calendar
year in which a determination under para-
graph (2) is made, to (ii) the average of the
wages, taxable under that section, of all per-
sons for whom wages were reported to the
Secretary for the calendar quarter commenc-
ing on the effective date of health security
taxes, but with such product (if it is not
a multiple of $600) being rounded to the
nearest multiple of $600 (or, if it is a mul-
tiple of $300 but not of $600, to the next
higher multiple of $600); or

"(B) the health security contribution base
for the calendar year immediately preced-
ing such particular calendar year."

"(u) EFFECTIVE DATE OF HEALTH SECURITY
TAXES.-The term 'effective date of health
security taxes' means January 1 of the sec-
ond calendar year after the year in which
the Health Security Act is enacted."

CONFORMING AND TECHNICAL AMENDMENTS
SEc. 202. (a) Section 3121(1) of the In-

ternal Revenue Code of 1954 (relating to cov-
erage of services performed in the employ of
foreign subsidiaries of domestic corpora-
tions) is amended by striking out "sections
3101 and 3111" in paragraph (1)(A) and
inserting in lieu thereof "sections 3101(a)
and 3111(a)", and by inserting at the end
of the subsection the following paragraph:

"(11) Notwithstanding the provision of
any agreement entered into under this sub-
section, no domestic corporation shall be
under any obligation to pay to the Secretary,
with respect to services covered under the
agreement and performed on or after the
effective date of health security taxes (as
defined in subsection (u) of this section)
amounts equivalent to the taxes which would
be imposed by sections 3101(b) and 3111(b)
if such services constituted employment as
defined in subsection (b)."

(b) Sections 3122 and 3125 of such Code
are amended by striking out "section 3111"
wherever it appears and inserting in lieu
thereof "section 3111 (a)".

(c) (1) Section 3201 (relating to tax on
railroad employees) and section 3211 (re-
lating to tax employee representatives) of
such Code are each amended by striking out
"plus the rate imposed by section 3101(b)".

(2) Section 3221(b) of such Code (re-
lating to tax on railroad employers) is
amended by striking out "plus the rate im-
posed by section 3111(b)".

(d) (1) Section 6413(c) (1)(D) of such
Code is amended by inserting "(i)" imme-
diately after "(D)", by striking out "section
3101" and inserting "section 3101(a)" in lieu
thereof, and by inserting immediately before
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the period at the end thereof: "; and (11)
during any calendar year beginning on or
after the effective date of health security
taxes (as defined in section 3121(u)) the
wages received by him during such year ex-
ceed the health security contribution base
(as defined in section 3121(t)) for that year,
the employee shall be entitled (subject to the
provisions of section 31(b)) to a credit or
refund of any amount of tax, with respect to
such wages, imposed by section 3101(b) and
deducted from the employee's wages (wheth-
er or not paid to the Secretary or his dele-
gate), which exceeds the tax with respect to
an amount of such wages received in such
calendar year equal to the health security
contribution base for such year."

(2) Section 6413(c) (2) (A) of such Code
is amended by inserting immediately after
"any calendar year after 1967," the follow-
ing: "or (with respect to the tax imposed
by section 3101(b)) the health security con-
tribution base for any calendar year begin-
ning on or after the effective date of health
security taxes,".

(e) Section 218 of the Social Security
Act (relating to agreements for the coverage
of services performed in the employ of States
and their political subdivisions and instru-
mentalities) is amended-

(1) (A) by striking out, in subsection (e)
(1) (A), "sections 3101 and 3111" and "sec-
tion 3121" and inserting in lieu thereof, "sec-
tions 3101(a) and 3111(a)" and "section
3121(b) ", respectively;

(B) by striking out, in subsection (e)
(2) (B), "section 3111" and inserting in lieu
thereof, "section 3111 (a)"; and

(C) by adding at the end of subsection
(e) the following paragraph:

"(3) Notwithstanding the provisions of
any agreement entered into under this sec-
tion, no State shall be under any obligation
to pay to the Secretary of the Treasury, with
respect to service covered under the agree-
ment and performed on or after the effective
date of health security taxes (as defined
in section 3121(u) of the Internal Rev-
enue Code of 1954), amounts equivalent to
the taxes which would be imposed by sec-
tions 3101(b) and 3111(b) of such code
if such service constituted employment as
defined in section 3121 of such code."; and

(2) by striking out in subsection (h)(1),
"and the Federal Hospital Insurance Trust
Fund", and striking out in such subsection
"subsection (a) (3) of section 201, subsec-
tion (b) (1) of such section, and subsection
(a) (1) of section 1817, respectively" and in-
serting in lieu thereof "subsections (a) (3)
and (b) (1) of section 201".

EXCLUSION FROM GROSS INCOME

SEC. 203. (a) Section 106 of the Internal
Revenue Code of 1954 (excluding from gross
income employer contributions to accident
and health plans for their employees) ir
amended by Inserting immediately before
the period at the end thereof: ", and pay-
ments by the employer (without deduction
from the remuneration of the employees)
of the tax imposed upon his employees by
section 3101(b)".

(b) The heading of section 106, and the
line referring to that section in the table
of contents in subtitle A, chapter 1, sub-
chapter B, part III of such code, are each
amended by adding at the end: "and employ-
er payment of health security taxes".

EFFECTIVE DATES OF PART A
SEC. 204. The amendments made by sec-

tion 201 of this Act, and the amendments
made by subsections (b) and (d) of section
202, shall be effective only with respect to
remuneration received, and remuneration
paid, on or after the effective date of health
security taxes (as defined by section 3121(u)
of the Internal Revenue Code of 1954, added
by section 201(c) of this Act), and section
3121(s) of such Code shall be applicat"a only
with respect to remuneration for services per-

formed on or after that date. The amend-
ments made by subsections (a), (c), and
(e) of section 202 shall be effective only with
respect to remuneration for services per-
formed on or after such effective date. The
amendments made by section 203 shall apply
to taxable years beginning on or after such
effective date.

PART B-TAXES ON SELF-EMPLOYMENT INCOME
AND UNEARNED INCOME

TAX ON SELF-EMPLOYMENT INCOME
SEC. 211. (a) Section 1401(b) of the Inter-

nal Revenue Code of 1954 (imposing a hos-
pital insurance tax on self-employed in-
dividuals) is amended to read as follows:

"(b) HEALTH SECURITY TAX.-In addition to
the tax imposed by the preceding subsec-
tion, there shall be imposed for each taxable
year, on the self-employment income of every
individual, a tax equal to 2.5 percent of the
self-employment income for such taxable
year."

(b) Section 1402(b) of such Code (defining
self-employment income) is amended-

(1) by striking out "except that such term
shall not include-" and inserting in lieu
thereof "except that-", and by amending
so much of clause (1) as precedes paragraph
(A) to read as follows:

"(1) for the purposes of section 1401(a),
such term shall not include that part of the
net earnings from self-employment which
is in excess of -";

(2) by striking out "or" at the end of
clause (1) and inserting "and" in lieu there-
of, and by striking out clause (2) and insert-
ing in lieu thereof the following:

"(2) for the purposes of section 1401(b),
such term shall not include that part of the
net earnings from self-employment which is
in excess of (A) the amount of the health
security contribution base (as defined in sec-
tion 3121(t)) for the calendar year in which
the taxable year begins, minus (B) the
amount of wages paid to such individual
during the taxable year; and

"(3) for the purposes of both section 1401
(a) and section 1401(b), such term shall
not include any net earnings from self-em-
ployment if such net earnings for the tax-
able year are less than $400.";

(3) by striking out "For purposes of clause
(1), the term 'wage' (A) includes" and in-
serting in lieu thereof: "For purposes of
clause (1), the term 'wages' means wages as
defined in section 3121(a), except that it
includes"; and

(4) by changing the comma following the
term "section 3121(b)" to a period and strik-
ing out the remainder of the sentence in
which such term appears, and inserting im-
mediately after that sentence the following
sentence: "For purposes of clause (2), the
term 'wages' means wages as defined in sec-
tion 3121(r) with respect to section 3101(b)."

(c) Section 1402(d) of the Code is amend-
ed by striking out "and the term 'wages' "
and inserting in lieu thereof, "and (except as
otherwise provided in subsection (b) of this
section) the term 'wages'".
TAX ON HEALTH SECURITY UNEARNED INCOME

SEC. 212. Section 1403 of the Internal Reve-
nue Code of 1954 is redesignated as section
1404, and the following new section is In-
serted immediately after section 1402:

"SEC. 1403. TAX ON HEALTH SECURITY UN-
EARNED INCOME

"(a) IMPOSITION OF TAX.-In addition to
other taxes, there shall be imposed for each
taxable year beginning on or after the effec-
tive date of health security taxes (as defined
in section 3121(u)), on the income of every
individual residing in the United States
whose health security unearned income (as
defined in subsection (b) of this section) for
the taxable year is $400 or more, a tax equal
to 1 percent of the amount of such health
security unearned income for such taxable
year.

"(b) DEFINITION OF HEALTH SECURITY UN-

EARNED INCOME.-The term 'health security
unearned income' means an amount deter-
mined by deducting from the adjusted gross
income of an individual for the taxable year
any part of such income (whether from wages
or any other source) in excess of the amount
of the health security contribution base (as
defined in section 3121(t)) for the calendar
year in which such taxable year begins, and
deducting from the remainder any part of
the adjusted gross income which-

"(1) consists of wages taxable under sec-
tion 3101 (b), or

"(2) consists of self-employment income
taxable under section 1404 (b), or

"(3) consists of remuneration for services
performed in the employ of the United States
as President or Vice President of the Unit-
ed States or as a Member, Delegate, or
Resident Commissioner of or to the Congress,
or as a member of a uniformed service on
active duty, or

"(4) consists of remuneration (not taxable
under section 3101 (b)) for service per-
formed by an alien in the employ of a for-
eign government, an instrumentality of a
foreign government, or an international or-
ganization, or

"(5) consists of payments excluded by sec-
tion 3121 (a) (6) from wages taxable un-
der section 3101 (b)."

CONFORMING AND TECHNICAL AMENDMENTS
SEC. 213. (a) The heading and table of

contents of chapter 2 of subtitle A of the
Internal Revenue Code of 1954 are amended
to read as follows:

"Chapter 2-TAXES ON SELF-EMPLOY-
MENT INCOME AND HEALTH SECURITY
UNEARNED INCOME
"Sec. 1401. Rates of tax on self-employment

income.
"Sec. 1402. Definitions relating to self-em-

ployment income.
"Sec. 1403. Tax on health security unearned

income.
"Sec. 1404. Miscellaneous provisions."

(b) Section 1401 of the Code, as amended
by section 211 (a) of this Act, is further
amended by striking out the heading of the
section and inserting in lieu thereof,
"SEC. 1401. RATES OF TAX ON SELF-EMPLOY-

MENT INCOME."
(c) Section 1404 of the Code (as redesig-

nated by section 212 of this Act) is amended
by striking out "'Self-Employment Contri-
butions Act of 1954'" and inserting in lieu
thereof, "'Self-Employment and Health Se-
curity Contributions Act' ".

(d) Section 6015 of the Code (relating to
declarations of estimated income by indi-
viduals) is amended by striking out in sub-
section (c)(2) "the amount of the self-
employment tax imposed by chapter 2" and
inserting in lieu thereof "the amount of the
taxes imposed by chapter 2".

(e) Section 6017 of the Code is amended-
(1) by striking out the heading of the

section and inserting in lieu thereof,
"SEC. 6017. SELF-EMPLOYMENT AND HEALTH

SECURITY TAX RETURNS.";
(2) by inserting, immediately after the

first sentence of the section, the following
sentence: "Every individual residing in the
United States and having health security
unearned income of $400 or more for the tax-
able year shall make a return with respect
to the health security unearned income tax
imposed by chapter 2."; and

(3) by striking out "the tax" in the sen-
tence immediately following the insertion
made by paragraph (2), and inserting in lieu
thereof, "the taxes", te tesand by inserting im-
mediately before the period at the end of
that sentence, ", or on the separate health
security unearned income of each spouse, as
the case may be".

EFFECTIVE DATES OF PART B
SEC. 214. The amendments made by section

211, 212, and section 213 (d) and (e) (other
than section 213(e)(1)) shall be effective
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with respect to taxable years beginning on
or after the effective date of health security
taxes (as defined by section 3121(u) of the
Internal Revenue Code of 1954, added by sec-
tion 201(c) of this Act.) The amendments
made by section 213(a), (b), (c) and (e) (1)
shall be effective on such effective date.

TITLE III-REPEAL OR AMENDMENT OF
OTHER ACTS, REPEAL OF MEDICARE
AND FEDERAL EMPLOYEE HEALTH
BENEFIT STATUTES
SEC. 301. (a) Effective on the effective date

of health security benefits (set forth in sec-
tion 142)-

(1) Title XVIII of the Social Security Act,
except section 1817 thereof, is repealed.

(2) The Act of September 28, 1959 (5 U.S.C.,
ch. 89) and Public Law 86-724 are repealed.

(b) Subsection (a) shall not affect any
right or obligation arising out of any matter
occurring before the effective date of health
security benefits or any administrative or ju-
dicial proceeding (whether or not initiated
before that date for the adjudication or en-
forcement of any such right or obligation.

MEDICAID STATUTE
SEC. 302. After the effective date of health

security benefits no State (as defined in sec-
tion 1101(a)(1) of the Social Security Act)
shall be required, as a condition of approval
of its State plan under title XIX of that Act,
to furnish any service which constitutes a
covered service under title I of this Act, and
any amount expended for the furnishing of
any such service to a person eligible for serv-
ices under title I of this Act shall be disre-
garded in determining the amount of any
payment to a State under such title XIX. The
Secretary of Health, Education, and Welfare
shall by regulation prescribe the minimum
scope of services required (in lieu of the re-
quirements of section 1902(a) (13) of the
Social Security Act) as a condition of ap-
proval, after the effective date of health se-
curity benefits, of a State plan under such
title XIX. Such minimum scope of services
shall, to the extent the Secretary finds prac-
ticable, be designed to supplement the bene-
fits available under title I of this Act, with
respect to the duration of skilled nursing
home services during a benefit period and
with respect to the furnishing of dental serv-
ices and of drugs (appearing on the list es-
tablished under section 25(b) of this Act)
to persons not entitled to such services, or
not entitled to such drugs, under title I of
this Act.
VOCATIONAL REHABILITATION ACT; MATERNAL

AND CHILD HEALTH AND CRIPPLED CHILDREN'S
SERVICES
SEC. 303. Funds made available under the

Vocational Rehabilitation Act or under title
V of the Social Security Act shall not be
used, after the effective date of health secu-
rity benefits, to pay for personal health serv-
ices available under title I of this Act; but
they may, in accordance with regulations of
the Secretary of Health, Education, and Wel-
fare, be used (a) to pay for institutional serv-
ices which are either more extensive or more
intensive than the services recognized in in-
stitutional budgets approved under title I
of this Act, or (b) to pay for special medical
or other procedures peculiar to vocational re-
habilitation, or peculiar to the correction or
amelioration of defects or chronic condi-
tions of crippled children, as the case may
be.

TITLE IV-STUDIES RELATED TO
HEALTH SECURITY

STUDY OF THE PROVISION OF HEALTH SECURITY
BENEFITS TO UNITED STATES CITIZENS IN
OTHER COUNTRIES
SEC. 401. The Secretary of Health, Educa-

tion, and Welfare in consultation with the
Secretary of State and the Secretary of the
Treasury, shall study (a) the practicability
and the means of making prepaid health

services (or prepaid indemnification for the
cost of health services) available, more wide-
ly than can be done under section. 12 of this
Act, to citizens of the United States who are
resident in other countries or are tempo-
rarily visiting such countries, by supplement-
ing the authority for reciprocal arrangements
under section 12 with authority for pay-
ments from the Health Security Trust Fund,
and (b) means of equitably financing such
services (or indemnification) through the
extension of health security taxes; and not
later than five years after the enactment of
this Act shall report to the Congress his
findings and recommendations.

STUDY OF NEED FOR LONG-TERM CARE

SEC. 402. (a) The Congress finds that-
(1) there exists a serious shortage of ap-

propriate services and facilities for the long-
term care of persons who, because of age or
chronic illness or other cause, are unable to
live in their own homes without assistance,
but who do not need services as extensive as
those of hospitals or skilled nursing homes;

(2) the shortage is due in substantial part
to the inadequacy of assistance from public
sources in meeting developmental costs, cap-
ital costs, or operating costs of facilities pro-
viding such care, and to the inability of such
persons to pay the cost of the services they
need;

(3) public programs for assistance to such
persons are divided among medical facilities
construction programs, housing programs,
public assistance programs, programs specifi-
cally for the aged, and other programs, each
addressed to a facet of the problem but with-
out sufficient coordination with respect to
the differing kinds and levels of care required
by different persons or the relative need for
services and facilities of the several kinds;
and

(4) the shortage of appropriate services
and facilities results both in severe hardship
to many of the elderly and the disabled and
their families, and in much improper and
wasteful use of hospitals and skilled nursing
homes.

(b) The Secretary of Health, Education,
and Welfare shall conduct a study of (1) the
need for additional social, homemaker and
other services to enable persons referred to
in subsection (a) to live in their own homes,
(2) the most effective method of providing
such services by public agencies and encour-
aging their provision by private agencies, and
(3) the most equitable and appropriate
means of financing such services.

(c) The Secretary of Health, Education,
and Welfare and the Secretary of Housing
and Urban Development shall conduct a
joint study of the extent of the need for
additional facilities of various kinds for the
care of persons referred to in subsection (a),
and of the most appropriate and equitable
means of meeting both the capital cost and
the operating cost of such additional facili-
ties.

(d) Not later than two years after the en-
actment of this Act, the Secretaries shall
transmit to the Congress reports of their
studies under subsections (b) and (c), to-
gether with recommendations of legislation
to meet the needs for services and facilities,
including the coordination of existing pro-
grams and any expansion of such programs
or the initiation of any new programs which
may be deemed appropriate.

STUDY OF COORDINATION WITH OTHER FEDERAL
HEALTH BENEFIT PROGRAMS

SEC. 403. (a) The Secretary of Health, Edu-
cation, and Welfare shall conduct studies
of the most satisfactory means of coordinat-
ing the program for the health care of mer-
chant seamen, the program for the health
care of Indians and Alaskan natives, or both,
with the system of health security benefits
created by this Act; the Administrator of
Veterans' Affairs and the Secretary shall con-
duct a joint study of the most satisfactory

means of coordinating with that system some
or all of the programs for the health care of
veterans. Reports of these studies, and legis-
lative recommendations to achieve improved
coordination, shall be submitted to the Con-
gress not later than three years after the en-
actment of this Act.

(b) In conducting the studies required by
this section, the Secretary and the Admin-
istrator, as appropriate, shall consult with
representatives of the respective beneficiary
groups, and shall include in their reports to
the Congress summaries of the views of such
representatives.

STUDY OF MALPRACTICE LIABILITY
SEC. 404. (a) The Congress finds that-
(1) with the increasing complexity and

sophistication of diagnostic and therapeutic
health care procedures, determination
whether a patient has been injured by mal-
practice or other fault has become increas-
ingly difficult and the existing method of
making this determination through the ju-
dicial process has become increasingly costly,
inefficient, and unsatisfactory;

(2) the cost of insurance against malprac-
tice liability has become a substantial ele-
ment in the cost of health services, and there
is growing evidence that the risk of such lia-
bility, together with the limited availability
of insurance, may be inhibiting the proper
and desirable use of certain diagnostic or
therapeutic procedures as well as the effective
use of health manpower and health care
facilities; and

(3) the risk of harm arising out of medical
treatment can be reduced but cannot be
eliminated from the delivery of health serv-
ices, and it is essential to develop more pre-
cise, efficient, and equitable methods of de-
termining whether harm to patients has been
caused by negligence or other factors and of
determining and paying fair compensation to
persons entitled thereto.

(b) The Secretary of Health, Education,
and Welfare shall conduct a comprehensive
study of all relevant aspects of the malprac-
tice problem with particular emphasis on the
methods used for compensating patients for
harm suffered as a result of malpractice or
other causes arising out of or in the course
of the provision of health services to them.
The study shall include, but shall not be
limited to-

(1) the collection of information (A) con-
cerning the existing methods of determining
liability and paying compensation for harm
caused oy malpractice or other fault, in-
cluding information bearing on the costs
and effectiveness of those methods, the rea-
sonableness and timeliness of such pay-
ments, and the significance of the cost of
liability insurance and the cost of processing
malpractice claims to conclusion as an ele-
ment in the cost of health care; and (B)
concerning the cost, availability, and ade-
quacy of liability insurance as a means of
providing funds for such compensation and
protecting providers of health services
against undue financial risks;

(2) an examination of the feasibility, costs,
and desirability (A) of substitute or alterna-
tive methods of determining entitlement to,
and the amount of, compensation for harm
suffered, in lieu of determination of these
issues through the judicial process; (B) of
substituting other tests of entitlement to
such compensation, in lieu of tests based on
negligence or fault on the part of providers of
services; and (C) of establishing statutory
criteria to govern the determination of the
amount of such compensation;

(3) an examination of the relationship of
malpractice claims and litigation to the de-
livery of health services, including an an-
alysis of the professional and economic im-
pact of actual or threatened claims on health
care diagnostic and therapeutic practices,
the use of health manpower, and the use of
health care facilities; and
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(4) an examination of existing methods c

and potential alternative methods of meeting
the cost of such compensation, while afford-
ing reasonable protection to the providers
of health services.

(c) The Secretary shall make to the Con-
gress an interim report of his studies
under this section not later than one year
after the enactment of this Act, and a final
report, and such recommendations of legis-
lation as he deems appropriate, not later
than two years after such enactment.

GENERAL PROVISIONS

SEC. 405. (a) There are hereby authorized
to be appropriated such sums as may be
necessary for the conduct of the studies
authorized by this title.

(b) In conducting such studies the Sec-
retary of Health, Education, and Welfare, the
Secretary of Housing and Urban Develop-
ment, and the Administrator of Veterans'
Affairs are each authorized (1) without re-
gard to the provisions of title 5, United States
Code, governing appointments in the com-
petitive service, to appoint such consultants
(and fix their compensation at not more
than $100 a day), and to create such ad-
visory committees, as they may find useful;
and (2) to enter into contracts with public
or private agencies or organizations for the
collection of information, the conduct of re-
search, or other purposes relating to the re-
spective studies.

The material furnished by Mr. KEN-
NEDY is as follows:
SECTION-BY-SECTION ANALYSIS OF THE HEALTH

SECURITY ACT

TITLE I
Part A-Eligibility for benefits

(Sections 11-12.) Every resident of the
U.S. (and every non-resident citizen when
in the U.S.) will be eligible for covered serv-
ices. Reciprocal and "buy-in" agreements will
permit the coverage of groups of non-resident
aliens, and in some cases benefits to U.S.
residents when visiting in other countries.

Part B-Nature and scope of benefits:
Covered services

(Section 21.) Every eligible person is en-
titled to have payments made by the Board
for covered services provided within the
United States by a participating provider.

(Section 22.) All necessary professional
services of physicians, wherever furnished,
are covered, including preventive care, with
two important restrictions:

(1) Major surgery, and other specialist
services designated in regulations, are covered
only when performed by a qualified special-
ist--except in emergency situations-and
generally only on referral from a primary
physician. This is intended to protect the
public from inadequately trained practition-
ers and to restore the primary or family
practitioner to the role of the manager of
health services.

(2) Psychiatric services to an ambulatory
patient are covered only for active preven-
tive, diagnostic, therapeutic or rehabilitative
service with respect to mental illness. If the
patient seeks care in the organized setting
of a comprehensive health service organiza-
tion, or a hospital out-patient clinic, or other
comprehensive mental health clinic, there is
no limit on the number of consultations. In
these kinds of organized settings, peer review
and budgetary controls can be expected to
curtail unnecessary utilization. If the patient
is consulting a solo practitioner, there is a
limit of 20 consultations per benefit period.
In communities where psychiatric services
are in especially short supply the Board may
prescribe referral or other non-financial con-
ditions to give persons most in need of serv-
ices a priority of access to solo practitioners.

(Section 23.) Comprehensive dental serv-
ices (exclusive of most orthodontia) are

covered for children under age 15, with the
covered age group increasing by two years
each year until all those under age 25 are
covered. This benefit is limited initially be- c
:ause, even with full use of dental auxllia- j
rles, there is irnafficient manpower to pro-
vide dental benefits for the entire popula-
tion. Persons once covered for dental serv-
ices remain covered throughout their lives,
and it is the declared intention to extend
dental benefits to persons initially excluded,
as rapidly as this becomes feasible.

(Section 24.) Inpatient and outpatient hos-
pital services and services of a home health
agency are covered without arbitrary limi-
tation. Pathology and radiology services are
specifically included as parts of institutional
services, thus reversing the practice of Medi-
care. Domiciliary or custodial care is specifi-
cally excluded in any institution, thus neces-
sitating the two important restrictions on
payments for institutional care:

(1) Payment for skilled nursing home care
is limited to 120 days per benefit period ex-
cept that this limit may be increased when
the nursing home is owned or managed by
a hospital and payment for care is made
through the hospital's budget. It is not
practical to assume that the majority of
nursing homes and extended care facilities
in the country will be able to implement ef-
fective utilization review and control plans
in the first years of Health Security. The de-
mand for essentially domiciliary or custodial
care in nursing homes is so overwhelming
that an initial arbitrary limit on days of
coverage is necessary. Extension of the bene-
fit is authorized when this becomes feasible.

(2) Many state hospitals do not provide
optimal active treatment to their psychiatric
patients but rather maintain them in a
maintenance or custodial setting. If Health
Security provided unlimited coverage for pa-
tients in these hospitals, it might tend to
freeze the level of care Instead of stimulating
these institutions to upgrade their medical-
care performance. Therefore the psychiatric
hospital benefit is limited to 45 consecutive
days of active treatment during a benefit
period.

(Section 25.) The bill provides coverage
for two categories of drug use: prescribed
medicines administered to inpatients or out-
patients within participating hospitals, or to
enrollees of comprehensive health service
organizations, and drugs necessary for the
treatment of specified chronic illnesses or
conditions requiring long or expensive drug
therapy. This will provide coverage of most
drug costs for individuals who require costly
drug therapy.

The bill requires the Board and the Secre-
tary of HEW to establish two lists of ap-
proved drugs, taking into account the safety,
efficacy and cost of each drug. There will be
a broad list of approved medicines available
for use in institutions and by comprehensive
health service organizations and a more re-
stricted list which is available for use out-
side such organized settings. The restricted
list shall stipulate which drugs on it shall be
available for treatment of each of the speci-
fied chronic diseases. No such restrictions
shall be placed upon drug therapy within an
institutional setting.

Use of the restricted list will meet the most
costly needs for drug therapy while restrain-
ing unnecessary utilization. The benefit is
more liberal where adequate control mecha-
nisms exist.

(Section 26.) The appliances benefit is
similar in concept and operation to the drug
benefit, subject to a limitation on aggregate
cost. The Board shall prepare lists of ap-
proved devices, appliances or equipment
which it finds are important for the mainte-
nance or restoration of health, employabll-
ity or self-management (taking into con-
sideration the reliability and cost of each
item). The Board will also specify the cir-
cumstances or the frequency with which the

item may be prescribed at the cost of the
Health Security program.

(Section 27.) The professional services of
ptometrists and podiatrists are covered, sub-
ject to regulations, as are diagnostic or ther-
ipeutic services. The care of a psychiatric
patient in a mental health day care service
is covered for up to 60 days (day care bene-
its are unlimited if furnished by a compre-
hensive health service organization or by a
community mental health center). Ambu-
lance and other emergency transportation
services are covered, as well as non-emergency
services where (as in some sparsely settled
areas) transportation is essential to over-
come special difficulty of access to covered
services.

Supporting services such as psychological,
physiotherapy, nutrition, social work and
health education are covered if they are part
of institutional services or are furnished by
a comprehensive health service organization.
This establishes the important principle that
these and other supporting services should
be provided as part of a coordinated program
of health maintenance and care. Psycholo-
gists, physical therapists, social workers, etc.
will not be permitted to establish independ-
ent practices and bill the program on a fee-
for-service basis. This is intended to assure
that whenever services of this nature are
provided they are under appropriate medical
supervision and are germane to the over-all
care of the patient,

(Section 28.) Health services furnished or
paid for under a workmen's compensation
law are not covered. Reimbursement for loss
of earnings is so closely interlocked with the
health services aspects of workmen's com-
pensation that absorption of the health
services portion of workmen's compensation
by Health Security could have the effect of
delaying findings of eligibility for income
payments.

School health services are covered only to
the extent provided in regulations.

The Board may exclude from coverage
medical or surgical procedures which are
essentially experimental in nature. The Board
may exclude coverage of specified non-
emergency surgical procedures unless an
appropriately qualified specialist has been
consulted and has recommended surgery.
Individuals who enroll in a comprehensive
health service organization or enroll them-
selves with a primary practitioner accepting
capitation payments are not entitled to seek
covered services from other providers of serv-
ices (except as specified in regulations).
Surgery primarily for cosmetic purposes is
excluded from coverage.

The services of a professional practitioner
are not covered if they are furnished in a
hospital which is not a participating pro-
vider. This is intended to discourage physi-
cians from admitting patients to hospitals
which cannot or will not meet standards for
participation in the program.
Part C-Participating providers of services

(Section 41.) Participating providers are
required by subsection (a) to meet stand-
ards established in this title or by the Board.
In addition, they must agree to provide serv-
ices without discrimination, to make no
charge to the patient for any covered serv-
ice, and to furnish data necessary for utili-
zation review by professional peers, statistical
studies by the Board, and verification of in-
formation for payments.

Under subsection (b) the Board may, for
those surgical procedures for which advance
consultation is required under section 28,
require pathology reports on tissue removed
and clinical abstracts or discharge reports of
the cases.

(Section 42(a).) Professional practitioners
licensed when the program begins are eligible
to practice in the State where they are li-
censed. All newly licensed applicants for par-
ticipation must meet national standards es-
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tablished by the Board in addition to those
required by their State. While stopping short
of creating a Federal licensure system for
health professionals, this will guarantee
minimum national standards. A state-
licensed practitioner who meets national
standards will be qualified to provide Health
Security covered services in any other state.
(See also Section 56(a)(l)).

(b) For purposes of this title a doctor of
osteopathy is a physician, as is a dentist
when performing procedures which, in gen-
erally accepted medical practice, may be
performed by either a physician or a dentist.

(c) Participating professional providers
shall be required to meet continuing educa-
tion requirements established by the Board
(in consultation with appropriate profes-
sional organizations).

(d) Major surgery and certain other
specialty services shall be covered only when
provided by a board certified or board eli-
gible physician (except in emergency cir-
cumstances). Physicians who do not meet
these standards but who are providing such
services as a substantial part of their prac-
tice when the program begins may be found
qualified if they meet standards established
by the Board and, where appropriate, if rec-
ommended by a participating hospital.

(Section 43.) This section establishes con-
ditions of participation for general hospitals
similar to those required by Medicare. Two
requirements not found in the Medicare pro-
gram are: (1) that the hospital must not dis-
criminate In granting staff privileges on any
grounds unrelated to professional qualifica-
tions; (2) that the hospital establish a
pharmacy and drug therapeutics committee
for supervision of hospital drug therapy.
Medicare allows any hospital accredited by
the Joint Commission on the Accreditation
of Hospitals (if it provides utilization re-
view) to participate in the program, thus in
effect delegating to the Commission the de-
termination whether the standards are met.
This title requires all participating hospitals
to meet standards established by the Board.

(Section 44.) Psychiatric hospitals will be
eligible to participate only if the Board finds
that the hospital (or a distinct part of the
hospital) is engaged in furnishing active di-
agnostic, therapeutic and rehabilitative serv-
ices to mentally ill patients. Psychiatric hos-
pitals are required to meet the sam'
standards as those prescribed for general hos-
pitals in Section 43, and such other condi-
tions as the Board finds necessary to demon-
strate that the Institution is providing
active treatment to its patients. These stand-
ards will exclude costs incurred by state men-
tal institutions to the extent they serve
domiciliary or custodial functions. In addi-
tion, psychiatric hospitals must be accredited
by the Joint Commission on the Accredita-
tion of Hospitals. (As in Medicare, accredita-
tion is an additional requirement in the case
of psychiatric hospitals, as further assurance
that they meet the requirements of an active
treatment program.)

(Sections 45 and 46.) Section 45 establishes
conditions of participation for skilled nurs-
ing homes similar to those established for
extended care facilities under Medicare. Im-
portant differences, however, are the require-
ment for affiliation with a participating
hospital or comprehensive health service or-
ganization (see Section 52(b), and changes
In the requirements for utilization review
(see Section 51). Under section 46 participa-
tion by home health agencies will be limited
to public agencies and non-profit private
organizations-proprietary home health
agencies are specifically excluded.

(Section 47.) Subsection (a) describes a
comprehensive health service organization
which undertakes to provide an enrolled pop-
ulation either with complete health care or,
at the least, with complete Health Security
services (other than institutional services,

mental health or dental services) for the
maintenance of health and the care of am-
bulatory patients. The bill, in its aim to
improve the methods of delivery of health
services, places much emphasis on the de-
velopment of new organizations of this kind
and the enlargement of old ones.

The section is designed to accommodate
forms of organization typical of existing pre-
paid group practice plans, but also to be
flexible enough to permit experimentation
with somewhat different forms. In some ur-
ban or rural areas, for example, it may be
Impracticable to bring all of the various
services together in one place, and the sec-
tion has been designed to encompass what
has been described as "comprehensive group
practice without walls"; the basic essential
is the assumption of responsibility for a rea-
sonably comprehensive range of services (in-
cluding health maintenance) on a contin-
uing and coordinated basis to a group of
persons who have chosen to receive all or
nearly all their health care from the
organization.

Other requirements are spelled out in this
section: The organization must furnish serv-
ices through the prepaid group practice of
medicine, or as near an approximation to
prepaid group practice as is feasible. It must
be a nonprofit organization, or if several pro-
viders share in the furnishing of services the
prime contractor with the Board must be
nonprofit. All persons living in or near a
specified service area will be eligible to en-
roll, subject to the capacity of the organiza-
tion to furnish care and subject to minimal
underwriting protections. Services must be
reasonably accessible to persons living within
the specified service area. Periodic consulta-
tion with representatives of enrollees is re-
quired. Professional policies and their effec-
tuation, including monitoring the quality of
services and their utilization, are to be the
responsibility of a committee or committees
of physicians. Health education and the use
of preventive services must be stressed, and
lay persons are to be employed so far as
is consistent with good medical practice.
Charges for any services not covered by
Health Security must be reasonable. Finally,
the organization must agree to pay for serv-
ices furnished by other providers in emer-
gencies, either within the service area of the
organization or elsewhere, but may meet this
requirement to the extent feasible through
reciprocal service arrangements with other
organizations of like kind.

Subsection (b) makes clear that the or-
ganization, or professionals furnishing serv-
ices for it, may also serve non-enrollees, with
payment to be made to the organization,
or, at its request, to such professionals.

(Section 48.) This section permits a
foundation sponsored by a city, county, or
State medical or dental society, by agreement
with the Board, to participate as a provider
of services. The foundation's general poli-
cies must be developed, and reviewed pe-
riodically, by the society or a committee
selected by it, and it must establish a pro-
fessional group to review the quality and
utilization of services. Generally, the foun-
dation must furnish all covered medical or
dental services, and may furnish other cov-
ered or non-covered services if the Board
approves; it must accept for enrollment any
resident of the area it serves, subject to the
same limitations as appear in section 47(a).
It must permit any practitioner who meets
its professional qualifications to participate
in furnishing services, whether or not he
is a member of the sponsoring society. The
foundation must agree to pay for emergency
services to its enrollees in or outside its
area, and must make no more than reason-
able charges for any services not covered by
Health Security. Finally, it must meet re-
quirements for continuing education and
other requirements which the Board may
specify.

(Section 49.) This section deals with sev-
eral classes of health organizations that
vary widely, even within a single class, in
their structure and in the scope of the
services which they offer. Because statutory
specifications cannot well be tailored to so
many variables, the section sets forth only
a general statement of the kinds of organiza-
tions to which it relates and leaves partici-
pation of each organization to a case-by-case
decision of the Board.

Subsection 49(a) (1) permits the partici-
pation of community health centers or the
like which, though furnishing services as
comprehensive as are required by section
47(a), do not serve an enrolled or otherwise
predetermined population and may not meet
some other requirements of section 47(a).
Subsection (a) (2) authorizes the Board to
deal separately with the primary care por-
tion of a system of comprehensive care
where it is necessary to rely on arrangements
with other providers, rather than on a uni-
fied structure, to round out the other ele-
ments of the system. Where organizations
meeting the extensive requirements of sec-
tion 47(a) are not available, these two sub-
sections will give the Board flexibility in
furthering one of the bill's prime objectives,
the development and broad availability of
comprehensive services furnished on a co-
ordinated basis.

Because of the extent to which mental
health services are separated from other
health care, subsection (a) (3) permits the
Board to contract directly with public or
other nonprofit mental health centers and
mental health day care services.

If a State or local public health agency is
providing preventive or diagnostic services,
such as immunization or laboratory tests,
the Board may under subsection (a) (4)
contract with it for the continuance of these
services. Subsection (a) (5) permits the
Board to contract with nonprofit health pre-
payment or insurance organizations which
provide substantially comprehensive services
to ambulatory patients, on terms similar to
those specified in section 48 for professional
foundations.

In the field of private practice, physicians
or dentists or other practitioners may group
themselves in a clinic, nonprofit or proprie-
tary, or in any number of other ways, and
it may be more convenient both to them and
to the Board to regard them as an entity
than to deal with each practitioner sepa-
rately. Subsection (a) (6) permits this. The
Board will have wide discretion in contract-
ing with such entitles subject only to the
limitation that, like other organizations de-
scribed in section 49(a), the entity may not
(under section 88(a)) be paid on a fee-for-
service basis. Practitioners who elect that
method of payment may of course pool their
bills for submission to the Board, but there
is no reason to contract with a unit for the
payment of fees to it.

Subsection (d) sets forth the Board's au-
thority to specify terms and conditions or
agreements under this section. Subsection
(c) makes clear that agreements with the
Board under section 48 or 49 shall not (un-
less expressly so stipulated) preclude prac-
titioners furnishing services under the agree-
ments from furnishing other services as in-
dependent providers.

(Section 50.) This section specifies the
broad and general conditions under which
independent pathology laboratories, inde-
pendent radiological services, providers of
drugs, devices, appliances, equipment, or
ambulance services may qualify as providers
under Health Security. As under Medicare,
a Christian Science Sanatorium qualifies if
operated, or listed and certified, by the First
Church of Christ, Scientist, Boston.

(Section 51.) The requirements of utili-
zation review in hospitals and skilled nurs-
ing homes are in the main similar to those
which Medicare has, since 1966, imposed with
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respect to services to aged patients. In Health
Security the requirements will of course ap-
ply to the entire patient population. As in
Medicare, the review is designed to serve a
dual purpose: identification of certain spe-
cific misuses of the institutional services with
a view to their termination, and a focusing
of continuing attention and concern of the
medical staff on the necessity for efficient
utilization of institutional resources. Section
51(a) strengthens the educational aspect of
the process by requiring specifically that rec-
ords of reviews be maintained and statis-
tical summaries of them be reported period-
ically to the institution and its medical staff
(and, on request, to the Board). As under
Medicare, the review committee will consist
of two or more physicians, with or without
other professional participation; and in the
case of hospitals, will normally be drawn
from the medical staff unless for some rea-
son an outside group is required. For skilled
nursing homes, on the other hand, section
51(c) departs from Medicare by permitting
as an alternative that the Committee be
established by the State or local public
health agency under contract with the Board,
or failing that, by the Board. If the nursing
home operates under a consolidated budget
with a hospital, the review will be made by
the hospital committee. Like Medicare, sec-
tion 51(d) calls for review of specific long-
stay cases as required by regulations, and
section 51(e) for notice to the institution,
the attending physician, and the patient
when a decision adverse to further institu-
tional services is made.

(Section 52.) Subsection (a) of Section 52
is also like Medicare in requiring a partici-
pating skilled nursing home to have in effect
an agreement with at least one participating
hospital for the transfer of patients and med-
ical and other information as medically ap-
propriate. Subsection (b) introduces a re-
quirement, applicable two years after the
effective date of health benefits to both
skilled nursing homes and home health serv-
ice agencies, of affiliation with a participat-
ing hospital or comprehensive health service
organization. Unless the medical staff of the
hospital or organization undertakes to fur-
nish the professional services in the nursing
home or the professional services of the home
health service agency, that medical staff or
a committee of it must assume responsibility
for these services. Subsection (c) allows the
Board to waive the application of either of
these requirements to a skilled nursing home
or a home health agency which the Board
finds essential to the provision of adequate
services, if (but only for as long as) lack of
a suitable hospital or organization within a
reasonable distance makes a transfer or an
affiliation agreement impracticable.

(Section 53.) If the construction or sub-
stantial enlargement of a hospital or skilled
nursing home has been undertaken after De-
cember 31, of the year of enactment, without
prior approval by a planning agency desig-
nated by the governor of the state or the
Board, section 53 precludes the institution
from participating in the Health Security
program. This should greatly strengthen state
and local planning authorities.

(Section 54.) Subsection (a) requires the
Board in fixing, for institutional and other
providers, standards beyond those specified
in the statute, to take into consideration
criteria established or recommended by ap-
propriate professional organizations. The
Board is given authority under subsection
(b) to require upgrading in staffing pat-
terns and personnel standards of participat-
ing institutional providers that fall below
standards recommended by such organiza-
tions.

(Section 55.) Institutions of the Depart-
ment of Defense and the Veterans Adminis-
tration, and institutions of the Department
of Health, Education, and Welfare serving
merchant seamen or Indians or Alaskan na-

tives, are excluded by section 55 from serving
as participating providers, as is also any em-
ployee of these institutions when he is acting
as an employee. The Board will, however, pro-
vide reimbursement for any services fur-
nished (in emergencies, for example) by
these irstitutions or agencies to eligible per-
sons who are not a part of their normal clien-
tele. It will also provide reimbursement for
services furnished by the Public Health Serv-
ice under the recently enacted Emergency
Health Personnel Act of 1970.

(Section 56.) This section overrides, for
purposes of the Health Security program,
State laws of several kinds which inhibit the
utilization or the mobility of health person-
nel, cloud the legality of so-called "corporate
practice" of health professions, or restrict
the creation of group practice organizations.
The authority of Congress to do this, in con-
junction with a program of Federal expend-
iture to provide for the general welfare, flows
from the Supremacy Clause of the Constitu-
tion and seems now to be clearly established.
(Ivanhoe Irrigation District v. McCracken,
357 U.S. 275 (1958); King v. Smith, 392 U.S.
309 (1968)).

The first three paragraphs of subsection
(a), while stopping short of creating a sys-
tem of Federal licensure for health personnel,
will greatly facilitate both the interstate
mobility of State licensees and the effective
use of ancillary personnel in the furnishing
of health care. The dispensations contained
in these paragraphs will be available to per-
sons who meet national standards estab-
lished by the Board.

Paragraph (1) permits a physician, den-
tist, optometrist, or podiatrist, licensed in
one State and meeting the national stand-
ards, to furnish Health Security benefits in
any other state, the scope of his permissible
practice being governed by the law of the
State in which he is practicing. This para-
graph obviates the difficulty and cost which
a practitioner may encounter, especially
where reciprocity of licensure is not avail-
able, in taking up practice in a State in
which he has not been licensed.

Paragraph (2) grants a similar authority
to other health professional and nonprofes-
sional personnel. For occupations such as
pharmacy and professional nursing, which
are subject to licensure in all States, a per-
son can avail himself of this paragraph only
if he is licensed in one State and meets the
national standards; in other cases, where
licensure is not universally required, compli-
ance with national standards is sufficient.
Here again, impediments to mobility created
by existing licensure laws will be removed.

The restrictions which many professional
practice acts impose on the use of lay as-
sistants, and the legal uncertainties which
often deter such use, discourage practices
that can increase greatly, without sacrifice
of safety, the volume of services which pro-
fessionals can render. Accordingly, paragraph
(3) of subsection (a) enables the Board to
permit physicians and dentists, participating
in public or nonpublic hospitals and com-
prehensive health service organizations, to
use ancillary health personnel, acting under
professional supervision and responsibility,
to assist in furnishing Health Security bene-
fits. Such assistants may do only things
which the Board has specified, and may be
used only in the context of an organized
medical staff or medical group. Persons em-
ployed as assistants must not only meet na-
tional standards for their respective occupa-
tions, but must also satisfy special qualifica-
tions that the Board may set for particular
acts or procedures.

In the interest of encouraging salaried
practice and the integration of professional
practitioners into well-structured organiza-
tions for the delivery of health services,
paragraph (4) of subsection (a) does away
with the "corporate practice" rule insofar
as concerns participating public or other
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nonprofit hospitals and comprehensive
health service organizations. These institu-
tions may employ physicians or make other
arrangements for their services, unless in
the unlikely event that lay interference with
professional acts or judgments should be
threatened. No conflict of interest results
from such arrangements; in the nonprofit
setting loyalty to employer and loyalty to
patient run parallel.

Some state laws place restrictions of one
kind or another on the incorporation of
group practice organizations. When these re-
strictions prevent the State incorporation of
an organization meeting the strict require-
ments of the Health Security Act, section
56 (b) empowers the Secretary to incorpo-
rate it for purposes of the Act. Except for
the special restrictions, State law will govern
the corporation.
Part D-Trust fund; allocation of funds for

services
(Section 61.) This section establishes the

Health Security Trust Fund, to receive the
net assets of existing (Medicare) funds taken
over by the Health Security program, the
yield of the Health Security taxes, and the
Government's contribution from general rev-
enues amounting to 100% of the yield from
these taxes.

Accordingly, this section amends the So-
cial Security Act to convert the present Hos-
pital Insurance Trust Fund (Medicare, Title
XVIII, Part A) into the Health Security
Trust Fund, and to provide that the appro-
priations that would have gone into the for-
mer (increased by the new tax provisions)
shall go into the latter. In addition, on the ef-
fective date of benefits the assets and lia-
bilities of the Federal Supplementary Medi-
cal Insurance Trust Fund (Medicare, Title
XVIII, Part B) will be transferred to the
Health Security Trust Fund. Also, a Govern-
ment contribution to the new Trust Fund is
authorized to be appropriated, equal to 100%
of the aggregate yield from the payroll taxes
on employees and employers and the taxes on
self-employment and unearned income, Im-
posed for Health Security under Title II of
this Act. The Fund will also receive recover-
ies of overpayments, and receipts from loans
and other agreements. To implement the role
of the Trust Fund, the Managing Trustee
(the Secretary of the Treasury) will make
payments from the Trust Fund provided for
under Title I, as the Board certifies, and with
respect to administrative expenses as au-
thorized annually by th" Congress.

(Section 62.) The Health Security program
is intended to operate on a budget basis over-
all. Accordingly, subsection (a) requires the
Board to determine for each fiscal year the
maximum amount which may be available
for obligation from the Trust Fund. The
amount so determined in advance (by
March 1 preceding each fiscal year) shall not
exceed the smaller of two stated limitations.
The first limit is fixed at 200% of the ex-
pected net receipts from all the Health Secu-
rity taxes (i.e., the tax receipts augmented by
100% thereof, to be appropriated into the
Fund from general revenues of the Govern-
ment). The second limit, applicable to each
fiscal year after the first year of benefit op-
eration, (i.e., after a year's availability of
covered services), is an amount equal to the
estimated obligations of the current year
(within which the estimate is being made),
subject to certain adjustments. Such adjust-
ments will reflect changes expected in: (A)
the price of goods and services; (B) the num-
ber of eligible persons; (C) the number of
participating professional providers, or the
number or capacity of institutional or other
participating providers so far as such changes
are not readily adequately reflected; and (D)
the expected cost of program administration.

In the interest of prudent fiscal manage-
ment, subsection (b) requires the Board to
restrict its estimate of the amount available
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for obligation in the next fiscal year (in ac-
cordance with subsection (a)) if the Board
estimates that the amount in the Trust
Fund at the beginning of the next fiscal year
will be less than one-quarter of the total
obligations to be incurred for the current
year, and that such restriction will not im-
pair the adequacy or quality of the services
to be provided. Also, the Board is required to
reduce its alternative estimate of the maxi-
mum amount to be available if it finds that
the aggregate cost to be expected has been
reduced (or an expected increase has been
lessened) through improvement in organiza-
tion and delivery of service or through utili-
zation control.

Subsection (c) provides against various
other contingencies which may result in in-
crease or decrease in the estimate of the
maximum amount to be available for ob-
ligation in the next fiscal year. The amount
may be modified before or during the fiscal
year: if the Secretary of the Treasury finds
that the expected Health Security tax receipts
will differ by 1 percent or more from the
estimate used under subsection (a); or if
the Board finds that either its factors of ex-
pected change or the cost of administration
is expected to differ from the estimate by 5
percent or more; or if an epidemic, disaster
or other occurrence compels higher expendi-
ture than had been expected. If, as a result,
the maximum estimate has to be increased
(rather than being decreased), the Board
(through the Secretary) shall promptly re-
port its action to the Congress with its
reasons.

(Section 63.) Subsection (a) provides that
three separate accounts shall be established
in the Health Security Trust Fund-a Health
Services Account, a Health Resources Devel-
opment Account, and an Administration Ac-
count, as well as a residual General Account.
Subsection (b) provides that in each of the
first two years of program operation, 2% of
the Trust Fund shall be set aside for the
Health Resources Development Fund; and
the allocation shall increase by 1% at two-
year intervals to 5% within the next 6 years.
The money in this account will be used ex-
clusively for the planning and system im-
provement purposes described In part F.

(c) (d) After deducting the amount ap-
propriated by the Congress into the Admin-
istration Account, the remainder of the
monies shall be allocated to the Health
Services Account, and shall be used exclu-
sively for making payment for services in
accordance with part E.

(Section 64.) This section provides for al-
location of the Health Services account
among the regions of the country. (a) The
allocation to each region shall be based on
the aggregate sum expended during the most
recent 12-month period for covered services
(with appropriate modification for estimated
changes in the price of goods and services,
the expected number of eligible beneficiaries,
and the number of participating providers).
(b) In allocating funds to the regions the
Board shall seek to reduce, and over the years
gradually eliminate, existing differences
among the regions in the average per capita
amount expended upon covered health
services (except when these -reflect dif-
ferences in the price of goods and serv-
ices). To accomplish this, the Board will
curtail increases in allocations to high ex-
penditure regions and stimulate an increase
in the availability and utilization of services
in regions in which the per capita cost is
lower than the national average. (c) A con-
tingency reserve of up to 5% may be with-
held from allocation. If the remaining funds
available are inadequate, allocations will be
reduced pro rata. (d) Allocations may be
modified before or during a fiscal year if the
Board finds this is necessary.

(Section 65.) The Board will divide the al-
location to each region into funds available
to pay for: institutional services; physican

services; dental services; furnishing of drugs;
furnishing of devices, appliances and equip-
ment; and other professional and supporting
services, including subfunds for optome-
trists, podiatrists, independent pathology
laboratories, independent radiology services,
and other items. The percent allocated to
each category of service may vary from re-
gion to region. In determining the allocation
to these funds, it will be guided by the pre-
vious year's expenditures for each category
of service but also take into account trends
in the utilization of services and the desir-
ability of stimulating improved utilization of
resources. It will encourage a shift from
heavy reliance on institutional care to bet-
ter utilization of preventive and ambulatory
services.

(Section 66.) These regional funds will be
subdivided among the health service areas
in each region, primarily upon the basis of
the previous year's expenditure for each
kind of service. Again, the Board will grad-
ually attempt to achieve the equalization of
services within each region by restraining
the increase of expenditures in high cost
areas and channeling funds into health serv-
ice areas with a low level of expenditures.

(Section 67.) Before or during a fiscal year,
the division of regional funds by classes of
service or the allotments to health service
areas may be modified if necessary or if in-
dicated by newly acquired information.
Part E-Payment to providers of services

(Section 81.) Payments for covered services
provided to eligible persons by participating
providers will be made from the Health
Services Account in the Trust Fund.

(Section 82.) This section delineates
methods of paying professional practitioners.
Every independent practitioner (physician,
dentist, podiatrist, or optometrist) shall be
entitled to be paid by the fee-for-service
method (subsection (a)), the amounts paid
being in accordance with relative value scales
prescribed after consultation with the profes-
sions (subsection (g)). Each physician en-
gaged in general or family practice of medi-
cine in independent practice may elect to be
paid by the capitation method if he agrees to
furnish individuals enrolled on his list with
all necessary and appropriate primary serv-
ices, make arrangements for referral of pa-
tients to specialists or institutions when
necessary, and maintain records required for
medical audit; and independent dentist
practitioners may elect the capitation meth-
od of payment similarly (subsection (b)).

These requirements in connection with
capitation payments are intended to assure
that the physician (or dentist) provides to
his patients all professional services within
the range of his undertaking and secures
other needed services by referral. Through
regular medical audits, the Board will mon-
itor the level and quality of care provided.

When necessary to assure the availability
of services in a given area, subsection (c)
permits paying an independent practitioner a
full-time or part-time stipend in lieu of or as
a supplement to other methods of compen-
sation. This method of payment will be used
selectively by the Board, mainly to encourage
the location of practitioners in remote or
deprived areas. Practitioners may also be re-
imbursed for the special costs of continuing
education required by the Board and for
maintaining linkages wth other providers--
for example, communication costs. Incen-
tives operative under this provision will en-
courage physicians to improve the quality
and continuity of patient care, even if the
physician does not participate in a group
practice. The Board may pay for specialized
medical services on a per session, or per case
basis, or may use a combination of methods
authorized by this section.

Subsection (d) defines the capitation
method of payment.

Subsection (e) of this section describes

the method to be used in applying, as be-
tween practitioners electing the various
methods of payment the monies available
in each health service area for payment to
each category of professional providers. From
the amount allocated to each service area,
the Board will earmark funds sufficient to
pay practitioners receiving stipends and for
the professional services component of in-
stitutional budgets, such as hospitals. The
remainder of the money will be divided to
compute the amount available per capita in
the eligible population of the area for each
category of service (i.e. physicians, dentists,
podiatrists, optometrists). This per capita
amount in each category will fix the capita-
tion payments to organizations that under-
take to provide the full range of services in
that category to enrolled individuals. Lesser
amounts will be fixed for more limited serv-
ices. For example, if the per capita amounts
available for physician, dental and optome-
tric services are $65, $25, and $5 respectively,
primary physicians accepting capitation pay-
ments will receive the percentage of that
$65 which is allocated for primary services,
a medical society sponsored foundation
would receive the entire $65 for physician
services, a dental society foundation would
receive the $25 allocated for dental services,
and organizations which undertake to pro-
vide all physician, dental and optometric
services to enrolled individuals will receive
$95 for each enrolled individual.

The budgeted per capita amount for each
type of covered service (physician, dental,
etc.) will be divided between the categories
of providers of service according to the num-
ber of individuals who elect to receive care
from those providers. For example, in a city
of 100,000 people, 25,000 may enroll in a com-
prehensive health service organization. Us-
ing the figures cited in the example above,
the Board will pay the comprehensive health
service organization $1,625,000 ($65 x 25,000)
for physicians' services. The other 75,000 in-
dividuals elect to receive their physician serv-
ices from solo, fee-for-service practitioners.
The Board will create a fund of $4,875,000
($65 x 75,000) to pay all fee-for-service bills
submitted by physicians in that community,
in accordance with relative value scales and
unit values fixed by the Board. The fund
for fee payments will be augmented to the
extent that some capitation payments have
been lowered because they cover only pri-
mary services, and may be augmented fur-
ther where a substantial volume of services
is furnished, on a fee basis, to nonresidents
of the area.

Subsection (h) authorizes the Board to ex-
periment with other methods of reimburse-
ment so long as the experimental method
does not increase the cost of service or lead
to overutilization or underutilization of
services.

(Section 83.) Hospitals will be paid on the
basis of a predetermined annual budget cov-
ering their approved costs. To facilitate review
of these budgets, the Board will institute a
national uniform accounting system. Subsec-
tion (b) stipulates that the costs recognized
for purposes of the budget will be those in-
curred in furnishing the normal services of
the institution except as changed by agree-
ment, or by order of the Board under section
134. This will enable the Board, on the basis of
State and local planning, to eliminate grad-
ually any wasteful or duplicative services,
and also to provide for an orderly expansion
of hospital services where needed.

Physicians and other professional practi-
tioners whose services are held out as avail-
able to patients generally (such as pathol-
ogists and radiologists) will be compensated
through the institutional budget, whatever
the method of compensation of such practi-
tioners and whether or not they are em-
ployees of the hospital. This departs from the
practice in Medicare which allowed inde-
pendent billing by such physicians. The in-
stitution's budget may also be increased to
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reflect the cost of owning or operating an
affiliated skilled nursing home, or home
health service agency. Hospital budgets will
be reviewed by the Board, locally or region-
ally, which may permit participation by rep-
resentatives of the hospitals in each region.
Budgets may be modified before, during, or
after the fiscal year if changes occur which
make modification necessary.

(Section 84.) If an entire psychiatric hos-
pital is found by the Board to be providing
active treatment to its patients, and the
institution is therefore primarily engaged in
providing covered services to eligible bene-
ficiaries, it will be paid on the same basis
as a general hospital (on the basis of an
approved annual budget). Otherwise the
Board will negotiate a patient-day rate to
be paid for each day of covered service pro-
vided to an eligible beneficiary.

(Section 85.) This section provides that
skilled nursing homes and home health agen-
cies will be paid in the same manner as a
general hospital (on an approved annual
budget basis). The Board may specify use of
nationally uniform systems of accounting
and may prescribe by regulation the items
to be used in determining approved costs and
the services which will be recognized in
budgets.

(Section 86.) Reimbursement for drugs
will be made to the dispensing agent on the
basis of an official "product price" for each
drug on the approved list plus a dispensing
fee. The official product price will be set
at a level which will encourage the phar-
macy to purchase substantial quantities of
the drug (this should result in significant re-
ductions in the unit cost of each drug). The
official price may be modified regionally to
reflect differences in costs of acquiring drugs.
The Board will establish dispensing fee
schedules for reimbursing independent phar-
macies. These schedules will take into ac-
count regional differences in costs of opera-
tion, differences in volume, level of services
provided and other factors.

(Section 87.) A comprehensive health serv-
ice organization or professional foundation
will be paid for other than hospital or skilled
nursing home services, on the basis of a
fixed capitation rate multiplied by the num-
ber of eligible enrollees. The amount of the
capitation rate will be determined by the
per capita amounts available for the sev-
eral professional services in the area, and a
rate fixed by the Board as the average rea-
sonable and necessary cost per enrollee for
such other covered services as the organiza-
tion or foundation undertakes to provide
(exclusive of hospital and skilled nursing
home services) such as physical therapy, nu-
trition, etc.

A comprehensive health service organiza-
tion or foundation which undertakes to pro-
vide for hospital or skilled nursing home
services for its enrollees may be paid on an
approved annual budget basis or on a capita-
tion basis. An organization or foundation
which arranges for such services through
other providers may be reimbursed on the
basis of patient days of service utilized by
enrollees. The organization or foundation
will also be entitled to share in up to 78%
of any savings which are achieved by lesser
utilization of such institutional services.
Entitlement to such savings Is conditional
upon a finding by the Board that the serv-
ices of the organization or foundation have
been of high quality and adequate to the
needs of its enrollees, and that the average
utilization of hospital or skilled nursing
services by enrollees of the comprehensive
health service organization or foundation is
less than use of such services by comparable
population groups under comparable cir-
cumstances. This money may be used by the
comprehensive health service organization or
professional foundation for any of its pur-
poses, including the provision of services

which are not covered under the Health
Security Program.

(Section 88.) Subsection (a) provides that
organizations or agencies with which the
Board has entered into an agreement under
section 49 (such as a neighborhood health
center, a nonprofit mental health center, a
nonprofit prepayment insurance agency, or
local health agency furnishing preventive or
diagnostic services) may be paid by any
method agreed upon other than fee-for-
service.

Subsection (b) provides that independent
pathology or radiology services may be paid
on the basis of an approved budget or such
other methods as may be specified in regula-
tions.

Subsection (c) leaves the method of pay-
ment for other types of supporting services
to be specified in regulations.

(Section 89.) All participating providers
will be paid from the Health Services Account
in the Trust Fund at such time or times as
the Board finds appropriate (but not less
often than monthly). The Board may make
advance payment to supply providers with
working funds when it deems advisable.
Part F-Planning; funds to improve services

and to alleviate shortages of facilities and
personnel
(Section 101.) This section sets forth the

general purposes of Part F and authorizes ap-
propriations, and subsequently expenditures
from the Trust Fund, for these purposes.
The part envisages a substantial strengthen-
ing of the health planning process through-
out the country with an eye, first, to the spe-
cial needs for personnel, facilities, and or-
ganization which inauguration of the Health
Security program will entail, and thereafter,
to continuing improvement of the capabili-
ties for effective delivery of health services.
Beyond this, the part enables the Board,
through selective financial assistance, to
stimulate and assist in the development of
comprehensive health services, the education
and training of health personnel who are in
especially short supply, and the betterment
of the organization and efficiency of the
health delivery system. For the two-year
"tooling-up" period, appropriations of $200
and $400 million are authorized for financial
assistance. Beginning with the effective date
of health benefits, percentages of the Trust
Fund expenditures will be earmarked for such
assistance (section 63). From that date on,
the leverage of these expanding funds will
supplement and reinforce the incentives,
which are built into the normal operation of
the Health Security program, for improve-
ment of the organization and methods of de-
livery of health services.

(Section 102.) This section directs the Sec-
retary, in collaboration with State compre-
hensive health planning agencies, regional
medical programs, and other planning agen-
cies, to institute a continuous process of
health service planning. Prior to the effective
date of health benefits, the planning process
must give first consideration to the most
acute shortages and needs for delivery of
covered services under this Act. Thereafter,
planning shall be focused on maximizing
continuing capability for delivery of these
services.

This section places primarily on the State
agencies the responsibility for coordinating
the work of the many health planning agen-
cies within the States, and for coordination
with interstate agencies and with agencies
planning in other fields related to health,
but charges the Secretary with this function
in any State that fails to meet the responsi-
bility. The section amends the Public Health
Service Act to increase the authorized appro-
priations for State and for local health plan-
ning to extend them to 1978, and to condi-
tion grants upon collaboration for these na-
tional purposes. Thus the section, strength-
ening State planning agencies, focuses in

them a responsibility, visualized in the "part-
nership-for-health" legislation but in many
States not yet an operating reality, for pull-
ing together all health planning efforts with-
in their territories. The task will not be easy,
but it is one that is lent new urgency by the
Health Security program. It belongs more
properly to the States than to the national
Government, but if any State proves unequal
to the task it must and will be assumed by
the Secretary.

(Section 103.) In administering part F,
this section stipulates, the Board will give
priority to improving comprehensive health
services for ambulatory patients through
the development or expansion of organiza-
tions furnishing such services, the recruit-
ment and training of personnel, and the
strengthening of coordination among provid-
ers of services. Financial assistance will be
dispensed, so far as possible, in accordance
with recommendations of the appropriate
health planning agencies. Funds will not be
used to replace other Federal financial as-
sistance, and may supplement other assist-
ance only to meet specific needs of the Health
Security program. Other Federal assistance
programs are to be administered when pos-
sible to further the objectives of part F, and
the Board may provide loans or interest sub-
sidies to help the beneficiaries of other pro-
grams to meet the requirements for non-
Federal funds.

(Section 104.) Help of several kinds will
be available under this section for the cre-
ation or the enlargement of organizations
and agencies providing comprehensive care
to ambulatory patients-either organiza-
tions to serve an enrolled population on a
capitation basis, or agencies such as neigh-
borhood health centers which need not re-
quire enrollment in advance. Grants may be
made to any public or other nonprofit or-
ganization (which need not be a health or-
ganization) to help meet the cost, other th. i
construction cost, of establishing such a
health service organization, and to existing
health service organizations to help meet
the cost of expansion; the maximum grants
being, in the former case 90 percent of the
cost, in the latter 80 percent. The Board may
also provide technical assistance for these
purposes. Loans may be made for the cost
of necessary construction, subject to the
same 90 and 80 percent limitations on

.amount. Finally, start-up costs of operation
of these organizations may be underwritten,
for five years in the case of organizations
which must build up an enrollment to as-
sure operating income, and in other cases
until the Health Security program begins
payment for services in the first year of en-
titlement to benefits. The effect of these sev-
eral provisions is to reduce sharply, if not
eliminate, the financial obstacles which have
heretofore impeded the growth of compre-
hensive group practice organizations.

(Section 105.) This section contains a
series of provisions to assist in the recruit-
ment, education, and training of health per-
sonnel. The Board will establish priorities
to meet the most urgent needs of the Health
Security system, but the priorities will be
flexible both as beween different regions
and from time to time. Professional prac-
titioners will be recruited for service in
shortage areas, both urban and rural, and
in comprehensive health service organiza-
tions, and such practitioners may be given
income guarantees. Other Federal assistance
for health education and training will be
availed of, but the Board may supplement
the other assistance if the Board believes it
inadequate to the needs, until Congress has
had opportunity to review its adequacy. The
training authorized includes the develop-
ment of new kinds of health personnel
to assist in furnishing comprehensive serv-
ices, and the training of area residents to
participate in personal health education and
to serve liaison functions and serve as rep-
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resentatives of the community in dealing
with health organizations. Grants may be
made to test the utility of such personnel,
and to assist in their employment before
the effective date of health benefits. Educa-
tion and training are to be carried out
through contracts with appropriate insti-
tutions and agencies, and suitable stipends
to students and trainees are authorized. Phy-
sicians will be recruited and trained to serve
as hospital medical directors. Finally, special
assistance may be given, both to institutions
and to students, to meet the additional costs
of training persons disadvantaged by poverty.
membership in minority groups, or other
cause.

(Section 106.) This section authorizes spe-
cial improvment grants: first, to any public
or other nonprofit health agency or institu-
tion to establish improved coordination and
linkages with other providers of services; and,
second, to organizations providing compre-
hensive ambulatory care, to improve their
utilization review, budget, statistical, or rec-
ords and information retrieval systems, to
acquire equipment needed for those pur-
poses, or to acquire equipment useful for
mass screening or for other diagnostic or
therapeutic purposes.

(Section 107.) This section provides that
loans under Part F are to bear 3 percent in-
terest and to be repayable in not more than
20 years. Other terms and conditions are dis-
cretionary with the Board, except for re-
quired compliance with the Davis-Bacon Act
and related laws. Repayment of loans made
from general appropriations will go to the
general fund of the Treasury; repayment of
later loans will revert to the Health Resources
Development Account in the Trust Fund.

(Section 108.) This section specifies that
payments under Part F shall be in addition
to, and not in lieu of, payments to providers
under Part F.

Part G--Administration
This part of the bill creates an administra-

tive structure within the Department of
Health, Education and Welfare with exclu-
sive responsibility for administration of the
Health Security program. Program policy
will be made by a five-member Board serv-
ing under the Secretary of HEW. The Board
will be assisted by a National Health Security
Advisory Council which will recommend pol-
icy and evaluate operation of the program,
and an Executive Director who will serve as
Secretary to the Board and chief administra-
tive officer for the program. Administration of
the program will be greatly decentralized
among the HEW Regional Offices. Regional
and local health services advisory councils
will advise on all aspects of the program in
their regions and local areas. The Board may
also appoint such professional or technical
committees as It may deem necessary.

(Section 405.) This section authorizes ap-
propriations for the conduct of studies under
this title and confers authority to employ
consultants and to contract for services in
making the studies.

(Section 121.) This section establishes a
five-member full-time Health Security Board
serving under the Secretary of Health, Edu-
cation and Welfare. Board members will be
appointed by the President with the advice
and consent of the Senate, for five-year over-
lapping terms. Not more than three of the
five appointees may be members of the same
political party. A member who has served
two consecutive terms will not be eligible for
reappointment until two years after the ex-
piration of his second term. One member of
the Board shall serve as chairman at the
pleasure of the President.

(Section 122.) This section charges the
Secretary of HEW and the Board with re-
sponsibility for performing the duties im-
posed by this title. The Board shall issue
regulations with the approval of the Secre-
tary. It is required to engage in the continu-

ous study of operation of the Health Security
program; and, with the approval of the Sec-
retary, to make recommendations on legisla-
tion and matters of administrative policy,
and to report to the Congress annually on
administration and operations of the pro-
gram. The report will include an evaluation
of adequacy and quality of services, costs of
services and the effectiveness of measures to
restrain the costs. The Secretary of HEW is
instructed to coordinate the administration
of other health-related programs under his
jurisdiction with the administration of
Health Security, and to include in his annual
report to the Congress a report on his dis-
charge of this responsibility.

The Civil Service Commission is instructed
to make every effort to facilitate recruitment
and employment, to work in the Health Secu-
rity Administration, of persons experienced
in private health insurance administration
and other pertinent fields.

(Section 123.) This section creates the
position of an Executive Director, appointed
by the Board with the approval of the Secre-
tary. The Executive Director will serve as
secretary to the Board and shall perform
such duties in administration of the program
as the Board assigns to him. The Board is
authorized to delegate to the Executive Di-
rector or other employees of HEW any of its
functions or duties except the issuance of
regulations and the determination of the
availability of funds and their allocations to
the regions.

(Section 124.) This section provides that
the program will be administered through
the regional offices of the Department of
HEW. It also requires the establishment of
local health service area offices and local of-
fices.

The health service areas will in most In-
stances be a State or a part of a State except
where patterns in the organization of health
services and the flow of patients indicate
that an interstate area would provide a more
practical administrative unit. One of the
responsibilities of local offices will be to in-
vestigate complaints about the administra-
tion of the program.

(Section 125.) Subsection (a) establishes
a National Health Security Advisory Council,
with the Chairman of the Board serving as
the Council's Chairman and 20 additional
members not in the employ of the Federal
Government. A majority of the appointed
members will be consumers who are not en-
gaged in providing and have no financial in-
terest in the provision of health services,
Members of the Council representing pro-
viders of care will be persons who are out-
standing in fields related to medical, hospital
or other health activities or who are repre-
sentatives of organizations or professional
associations. Members will be appointed to
four-year over-lapping terms by the Secre-
tary upon recommendation by the Board.

Subsection (b) authorizes the Advisory
Council to appoint professional or techni-
cal committees to assist in its functions. The
Board will make available to the Council all
necessary secretarial and clerical assistance.
The Council will meet as frequently as the
Board deems necessary, or whenever re-
quested by seven or more members, but not
less than four times each year.

Subsection (c) provides that the Advisory
Council will advise the Board on matters of
general policy in the administration of the
program, the formulation of regulations and
the allocation of funds for services. The
Council is charged with responsibility for
studying the operation of the program and
utilization of services under it, with a view
to recommending changes in administration
or in statutory provisions. They are to report
annually to the Board on the performance of
their functions. The Board, through the Sec-
retary, will transmit the Council's report to
the Congress together with a report by the
Board on any administrative recommenda-

tions of the Council which have not been fol-
lowed, and a report by the Secretary of his
views with respect to any legislative recom-
mendations of the Council.

(Section 126.) To further provide for par-
ticipation of the community, the Board will
appoint an advisory council for each region
and local area. Each such Council would have
a composition parallel to that of the Na-
tional Council; and each will have the func-
tion of advising the regional or local repre-
sentative of the Board on all matters di-
rectly relating to the administration of the
program.

(Section 127.) The Board is authorized to
appoint standing committees to advise on the
professional and technical aspects of admin-
istration with respect to services, payments,
evaluations, etc. These committees will con-
sist of experts drawn from the health pro-
fessions, medical schools or other health
educational institutions, providers of serv-
ices, etc. The Board is also authorized to
appoint temporary committees to advise on
special problems. The committees will re-
port to the Board, and copies of their re-
ports are to be made available to the Na-
tional Advisory Council.

(Section 128.) Subsection (a) requires the
Board to consult with appropriate State
health and planning agencies to assure the
coordination of the Health Security program
with State and local activities in the fields
of environmental health, licensure and in-
spection, health education, etc.

Subsection (b) requires the Board, when-
ever possible, to contract with States to sur-
vey and certify providers (other than pro-
fessional practitioners) for participation in
the program. This is similar to Medicare ex-
cept that the Board is given authority to
establish the qualifications required of per-
sons making the inspections.

Subsection (c) authorizes the Board to
contract with State agencies to undertake
health education activities, supervision of
utilization review programs, and programs
to improve the quality and coordination of
available services in that State.

Subsection (d) requires the Board to re-
imburse States for the reasonable cost of
performing such contract activities and au-
thorizes the Board to pay all or part of the
cost of training State inspectors to meet the
qualifications established by the Board.

(Section 129.) The Board is authorized to
provide technical assistance either directly
or through contract with a State to skilled
nursing homes and home health agencies to
supplement the skills of their permanent
staff in regard to social services, dietetics,
etc.

(Section 130.) Subsection (a) charges the
Board with responsibility for informing the
public and providers about the administra-
tion and operation of the Health Security
program. This will include informing the
public about entitlement to eligibility, na-
ture, scope, and availability of services. Pro-
viders would be informed of the conditions
of participation, methods and amounts of
compensation, and administrative policies.
In support of the program's effort to improve
drug therapy, the Board is authorized, with
the approval of the Secretary, to furnish all
professional practitioners with information
concerning the safety and efficacy of drugs
appearing on either of the approved lists
(Section 25), Indications for their use and
contraindications. Information of this na-
ture is not now always available to practi-
tioners.

Subsection (b) requires the Board to make
a continuing study and evaluation of the
program, including adequacy, quality and
costs of services. Subsection (c) authorizes
the Board directly or by contract to make
detailed statistical and other studies on a
national, regional, or local basis of any
aspect of the title, to develop and test in-
centive systems for improving quality of
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care, methods of peer review of drug utili-
zation and of other service performances,
systems of information retrieval, budget pro-
grams, instrumentation for multiphasic
screening or patient services, reimbursement
systems for drugs, and other studies which
it considers would improve the quality of
services or administration of the program.

(Section 131.) This section authorizes the
Board to enter into agreements with pro-
viders to experiment with alternative
methods of reimbursement which offer prom-
ise of improving the coordination of services,
their quality or accessibility.

(Section 132.) This section grants author-
ity to the Board, in accordance with regula-
tions, to make determinations of who are
participating providers of service, determina-
tions of eligibility, of whether services are
covered, and the amount to be paid to pro-
viders. The Board is granted authority to
terminate participation of a provider who is
not in compliance with qualifying require-
ments, agreements or regulations. But unless
the safety of eligible individuals is en-
dangered, the provider shall be entitled to a
hearing before the termination becomes ef-
fective.

(Section 133.) This section establishes pro-
cedures for appeals similar to those under
the Social Security Act.

(Section 134.) This section has one of the
bill's most important provisions with re-
spect to achieving improvement in coordina-
tion, availability, and quality of services. It
greatly strengthens state and local planning
agencies and gives the Board authority to
curtail inefficient administration of par-
ticipating institutional providers.

The Board is authorized to Issue a direc-
tion to any participating provider (other
than an individual professional practition-
er) that, as a condition of participation,
the provider add or discontinue one or more
covered services. For example, if two com-
munity hospitals are operating maternity
wards at low occupancy rates, the Board may
require that one hospital cease to provide
such service. A provider may be required
to provide services in a new location, enter
into arrangements for the transfer of pa-
tients and medical records, or establish such
other coordination or linkages of covered
services as the Board finds appropriate.

In addition, if the Board finds that serv-
ices furnished by a provider are not neces-
sary to the availability of adequate services,
under this title, that their continuance is
unreasonably costly, or that the services are
furnished inefficiently (and that efforts to
correct such inefficiency have proved un-
availing) the Board may terminate par-
ticipation of the provider.

No direction shall be issued under t~is
section except upon the recommendation
of, or after consultation with, the appropri-
ate state health planning agency. And no
direction shall be issued under this sec-
tion unless the Board finds that it can be
practicably carried out by the provider to
whom it is addressed. The Board is required
to give due notice and to establish and
observe appropriate procedures for hear-
ings and appeals, and judicial review is pro-
vided.

(Section 135.) Subsection (a) creates the
positions of Deputy Secretary of Health, Ed-
ucation, and Welfare and Under Secretary
for Health and Science in the Dept. of Health,
Education, and Welfare.

Subsection (b) fixes the levels of com-
pensation in the Executive pay rates scale
for the Deputy Secretary (level II) , the Under
Secretary for Health and Science (level III),
the Health Security Board chairman (level
III), Board Members (level IV), and the
Exec. Director (level V).

Part H-Miscellaneous provisions
(Section 141.) This section contains defi-

nitions of certain terms used in the title.

(Section 142.) This section stipulates that
the effective date for entitlement for bene-
fits will be July 1, of the second calendar
year following enactment.

(Section 143.) Subsection (a) provides that
an employer will not be relieved, by the
enactment of the Health Security Act, of
any existing contractural or other non-statu-
tory obligation to provide or pay for health
services to his present or former employees
and their families. Subsection (b) expresses
the sense of Congress that if, nevertheless,
inauguration of the Health Security Program
lessens the cost of an employer's aggregate
obligations for health services to such per-
sons, the savings should, at least for the
period of any contract subsisting on the effec-
tive date of benefits, be applied to the pay-
ment of the employees' health security taxes,
to wage increases, or to other employee bene-
fits.

TITLE II

Part A-Payroll taxes
(Section 201.) Effective on January 1 of the

second year after enactment, subsections (a)
and (b) convert the existing Medicare hos-
pital insurance payroll taxes into Health
Security taxes, and raise the rates to 1 per-
cent on employees and 3.5 percent on employ-
ers. Subsection (c) raises the wage base for
the employee tax from the present $7,800 to
$15,000 with subsequent further increase if
wage levels rise, eliminates the wage ceiling
from the employer tax, and broadens the
definitions of covered employment to include
foreign agricultural workers, employees of
the U.S. and its instrumentalities (other
than members of the armed forces, and the
President, Vice-President, and Members of
Congress), employees of charitable and sim-
ilar organizations, railroad employees, and
(for the employee tax only) employees of
States and their political subdivisions and
instrumentalities. This subsection also pro-
vides the mechanism for increasing the wage
base, by $600 intervals, in proportion to
future increases in average wage levels.

(Section 202.) Section 202 makes a number
of conforming and technical amendments.
Chief among these are provisions for refund
of excess taxes collected from an employee,
who has held two or more jobs, on wages
aggregating in a year more than the amount
of the new wage base; exclusion of Health
Security contributions from agreements with
State governments for the social security
coverage of State and municipal employees
(since these employees will contribute to
Health Security through payroll taxes); and
exclusion of Health Security contributions
from agreements for the coverage of United
States citizens employed by foreign sub-
sidiaries of United States corporations (since
these employees will not benefit directly from
Health Security in its present form).

(Section 203.) This section excludes from
the gross Income of employees, for income tax
purposes, payment by their employers of part
or all of the Health Security taxes on the
employees.

(Section 204.) This section spells out the
precise effective dates of the new payroll tax
provisions.
Part B-Taxes on self-employment income

and unearned income
(Section 211.) Effective at the beginning of

the second calendar year after enactment,
this section converts the existing Medicare
self-employment tax into a Health Security
self-employment tax, raises the rate to 2.5
percent, and raises the maximum taxable
self-employment income from $7,800 to $15,-
000 (with the same upward adjustment as
in the employee tax for subsequent rises in
average wage levels).

(Section 212.) Effective on the same date,
this section adds a new 1 percent Health
Security tax on unearned income (unless
such income is less than $400 a year), sub-
ject to the same maximum on taxable income

as is applicable to the employee and self-
employment taxes. Taxable unearned income
is adjusted gross income up to the stated
maximum, minus wages and self-employ-
ment income already taxed for Health Se-
curity purposes (excluding certain items of
income specifically excluded from the other
taxes).

(Section 213.) This section makes appro-
priate changes in nomenclature and in the
requirements of tax returns, including re-
ports of estimated tax liability under the
new tax on unearned income.

(Section 214.) This section details the
specific effective dates of the taxes imposed
by this part.

TITLE III

(Section 301.) Subsection (a) repeals
Medicare on the date benefits become ef-
fective but stipulates that this shall not af-
fect any right or obligation incurred prior
to that date.

(Section 302.) This section requires that
after the effective date of benefits, no State
shall be required to furnish any service cov-
ered under Healtn Security as a part of its
State plan for participation under Medicaid,
and that the Federal government will have
no responsibility to reimburse any State for
the cost of providing a service which is cov-
ered under Health Security. After the effec-
tive date of benefits, the Secretary of HEW
shall prescribe by regulation the new mini-
mum scope of services required as a condi-
tion of State participation under Title XIX.
To the extent the Secretary finds practicable,
the new minimum benefits will be designed
to supplement Health Security-especially
with respect to skilled nursing home services,
dental services and the furnishing of drugs.

(Section 303.) This section provides that
funds available under the Vocational Reha-
bilitation Act or the Maternal and Child
Health title of the Social Security Act shall
not be used to pay for personal health serv-
ices after the effective date of benefits, ex-
cept (to the extent prescribed in regulations
by the Secretary of HEW) to pay for services
which are more extensive than those cov-
ered under Health Security.

TITLE IV

(Section 401.) This section authorizes the
Secretary of Health, Education, and Welfare
in consultation with the Secretary of State
and the Secretary of the Treasury to study
the coverage of health services for U.S. resi-
dents in other countries.

(Section 402.) Subsection (a) sets forth
Congressional findings concerning the short-
age of appropriate services and facilities for
the long-term care of the aged or chronically
sick. It notes that the shortage is in large
measure due to the inadequacy and frag-
mentation of public programs, and that the
shortage of appropriate services results in a
severe hardship to the elderly and disabled
and causes much improper use of hospitals
and skilled nursing homes. Subsection (b) di-
rects the Secretary to make a comprehensive
study of the need for additional social, home-
maker and other services for persons de-
scribed in subsection (a) and the most equi-
table and appropriate means of financing
such services. The Secretary is required to re-
port his findings together with recommenda-
tions of legislation to the Congress within
two years of the enactment of this title.

(Section 403.) Subsection (a) directs the
Secretary of HEW to study the feasibility and
desirability of coordinating the federal health
benefit programs for merchant seamen, and
Indians and Alaskan natives with the health
security benefit program. The Secretary and
the Administrator of Veterans Affairs shall
conduct a similar joint study of the desirabil-
ity and feaslbility of coordinating veterans
health care programs with the health secu-
rity benefits program. Reports to the Congress
and any legislative recommendations arising
from the studies are required within three
years after the enactment of this title.
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Subsection (b) requires the Secretary and

Administrator to consult with representatives
of the affected beneficiary groups and include
a summary of their views in the reports to
Congress.

With respect to the joint study to deter-
mine the most effective method of coordi-
nating the Veterans Administration Health
Program with the Health Security Program
established under this bill, it is important
to understand that there is no intention to
require either the integration of the VA
program into the Health Security Program,
or even the consideration of such integra-
tion. Rather, the section recognizes that any
national health security or health insurance
program would be so pervasive as to re-
quire other federal health programs such
as those of the Veterans Administration to be
effectively coordinated with them. Through
such coordination, needless duplication and
expenditures should be avoided.

(Section 404.) Subsection (a) sets forth
Congressional findings concerning medical
malpractice, and the methods of determin-
ing liability and assessing damages, are un-
satisfactory. It notes that the cost of mal-
practice insurance is a significant element
in the mounting cost of health care, and
points to increasing evidence that the cost,
together with the limited availability of in-
surance, may tend to discourage desirable
medical procedures and have a detrimental
effect on the use of health services. It con-
clude' that better mechanisms must be
found to determine and award fair compen-
sation in appropriate cases to patients who
have been injured in the course of the re-
ceipt of health services.

Subsection (b) directs the Secretary to
make a comprehensive study of the problem,
including the most appropriate criterion of
compensable injury, means of adjudication,
and means of financing the payment of com-
pensation. The Secretary is required to make
to the Congress an Interim report within
one year, and a final report and recommen-
dations for legislation within two years of
enactment of this title.

Mr. SAXBE. Mr. . M. President, I have long
called for a massive overhaul of our na-
tional health machinery. That is primar-
ily the reason I was pleased to cosponsor
with several colleagues the Health Se-
curity Act of 1970. The bill has been re-
introduced, again with my cosponsor-
ship. I hope the proposal will be debated
at length, not just in this body, but
across the land.

Mr. President, a few months ago I
prepared an article for the Bond Buyer
magazine which details my views on
health security and a better America.
This as clearly as anything explains why
I believe we must begin now to talk about
the idea of health security for all Amer-
icans.

I ask unanimous consent to insert the
article at this point in the RECORD.

There being no objection the article
was ordered to be printed in the RECORD,
as follows:

HEALTH SECURITY AND A BETTER AMERICA
(By Senator WILLIAM B. SAXBE)

With a bow to an over-used phrase, I
submit that a program of national health
insurance for all Americans is an idea
whose time has come.

That is why I, along with several other of
my colleagues In the United States Senate,
am sponsoring a legislative proposal to estab-
lish a program of comprehensive national
health insurance to provide better health
care for all of our people.

Before I go further, let me add this pro-
viso: The bill (S. 4297, introduced Aug. 27,
1970) is not going to pass this year. It is

not going to pass next year. Maybe it will r
never pass. But it's something we've got to 1
start talking about. Because of the complex i
nature of the effort itself, It probably is wise I
that the actual legislation may be a time
coming.

PULL IT TO PIECES

As "The Washington Star" pointed out in
an editorial endorsing the idea on Sept. t
27, ". . . the insurance bill . . . will not
and should not be passed in this session. To
place it in effect would be like installing a
jumbo jet engine on a Ford Tri-Motor plane;
it would pull the whole fragile health works
to pieces. It is the only logical long-run ob-
jective, but preparations must be made.
Crippling deficiencies of manpower, money
and planning must be dealt with ... "

This said, let me go on to explain why I
think the program is needed as soon as
feasible. Let me also tell you a little about
this particular proposal.

I wish that the needed corrections in our
health care systems could be done on the
local level, or the State level, but I don't see
this happening. We haveve to meet this prob-
lem on the Federal level. At the present time,
adequate coverage for all of our people just
does not exist. And inflation has created a
situation where there are no savings avail-
able In all too many cases for long-term,
serious illness.

Much of the burden rests on our older
people, those who are hurt most by infla-
tion. These people don't receive adequate
care and they are not adequately covered.
Medicare doesn't begin to cover all of their
medical costs.

Columnist Sylvia Porter pointer ond up the
problem quite clearly in a recent piece, when
she told about a friend who was admitted
to a major New York hospital, suffering a
coronary heart attack. The friend remained
in an intensive care unit for six weeks be-
fore moving to a private room with round-
the-clock private nurses. He was finally re-
leased three months after entering the hos-
pital and his bill was a mind-boggling
$22,000.

MORE DOCTORS

As Miss Porter wrote: "Fortunately, this
man had extensive health insurance. But
what if he had been among the tens of mil-
lions who have only a bare minimum or no
coverage at all?"

We can't significantly increase the num-
ber of doctors or the methods of treatment
by merely putting more and more money
into our present health programs. This bill
provides for increasing the numbers of doc-
tors. We need at least 40,000 more doctors,
but that alone won't cure the ills of the
nation. Just supplying 40,000 more practi-
tioners won't drive physicians to the out-
posts where they are needed. We must spread
doctors more efficiently and we must make
sure that people who need specialized serv-
ices get them. Many people who need a spe-
cialist go without one because they can't
afford it. This bill recognizes the importance
of the referral system which makes effi-
cient use of te general practitioner and the
specialist.

My only objection to the bill is the cost,
but sometimes you have to pay the price
for a good system. Estimates range anywhere
from $37 billion to $77 billion a year by fiscal
1974, when this particular bill would be-
come effective. But when you consider that
the war In Vietnam has been costing us any-
where from $18 billion to $30 billion a year
for the last six years, a similar expenditure
for health care for all doesn't seem too much
or too awesome.

In its purest sense, this bill would be
financed by an increase in Social Security
payroll taxes. The plan would provide cov-
erage for all major health services except
custodial care for the aged and disabled,
and psychiatric and dental care. It would be
financed 35 per cent by an employer-paid

payroll tax; 25 per cent by a tax on workers'
ncome up to $15,000 a year and the remain-
ng 40 per cent would come from general
Federal revenues.

EASY TO FORGET
It is easy to forget-In fact, millions don't

know at all-that the United States is the
only major industrial nation in the world
;hat does not have a national health service
or some kind of program of national health
.nsurance. I believe that such a program, to-
gether with concomitant changes in the
organization and delivery of health care in
the United States, is our single most impor-
tant issue of health policy today.

When the health security bill was intro-
duced in the Senate, Sen. Edward Kennedy,
D-Mass., detailed some of its major provi-
sions. I think it would be helpful if I sum-
marized those provisions at this point.

Several basic principles have served as
guidelines for the proposal:

(1) Health security doesn't envisage a na-
tional health service, in which the Gov-
ernment would own the facilities, employ
the personnel and manage the finances of
the health system. Rather, the program
proposes a working partnership between the
public and the private sectors. The Govern-
ment will, of course, assist with financing
and administrative management, joined with
private provision of personal health services
through private practitioners, institutions,
and other providers. The program itself
would be carried out gradually, moving in
an orderly, evolutionary way from where we
stand today toward the goals we have set for
the future.

BUDGETED BASIS

Comprehensive service covered by the
health security program will be financed
on a budgeted basis. Funds will be provided
from a pool of national resources, with rea-
sonable limitations, governed by such de-
mands as the national economy warrants.
In other words, safeguards would be provided
against runaway expenditures.

(2) Benefits of the health security pro-
gram will be available, with only minor ex-
ceptions, to all persons residing in the coun-
try. Target date for this particular bill is the
middle of 1973. Eligibility will require neither
an Individual contribution history as in So-
cial Security nor a means test as in Medic-
aid.

(3) Benefits of the program will embrace
the entire range of services required for per-
sonal health. These include services for the
prevention and early detection of disease,
for the care and treatment of illness, and
for medical rehabilitation.

(4) Providers of health services will be
compensated directly by the health security
program. Individuals will not be charged for
covered services. Hospitals and other institu-
tional providers will be paid on the basis of
approved prospective budgets. Independent
practitioners, including physicians, dentists,
podiatrists and optometrists, may be paid by
various methods which they elect: by fee-
for-service, by capitation payments, or in
some cases by retainers, stipends, or a com-
bination of methods. Comprehensive health
service organizations may be paid by capita-
tion or by a combination of capitation and
methods applicable to payments to hospitals
and other institutional services. Other in-
dependent providers, such as pathology,
laboratories, radiology services, pharmacies,
and providers of appliances, will be paid by
methods adapted to their special charac-
teristics.

STATE LAW SUPERSEDED
(5) Financial and administrative arrange-

ments are designed to move the medical care
system toward organized programs of health
services, with special emphasis on teams of
professional, technical and supporting per-
sonnel. The resources development fund-
containing up to 5 per cent of the total
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amount in the trust fund-will be available
to support the most rapid practicable devel-
opment toward this goal of strengthening
and improving America's health resources.
Federal law will supersede State statutes
which restrict or impede the development of
group practice plans. So, the program will do
its best to assure increased availability of
covered health services. It will not be content
with merely contributing further strains on
our already overburdened resources.

(6) The health security program includes
various provisions to safeguard the quality
of health care. The program will establish
national standards more exacting than Medi-
care for participating individual and institu-
tional providers. Independent practitioners
will be eligible to participate if they meet
licensure and continuing education require-
ments, Specialty services will be covered if,
upon referral, they are performed by quali-
fied persons. Hospitals and other institutions
will be eligible if they meet national stand-
ards.

(7) On the subject of health manpower,
the health security program will supplement
existing Federal programs. It will provide in-
centives for comprehensive group practice
organizations. It will encourage the efficient
use of personnel in short supply. It will stim-
ulate the progressive broadening of health
services. It will provide funds for education
and training programs, especially for mem-
bers of minority groups and those disadvan-
taged by poverty. Fin.lly, it will provide spe-
cial support for the location of needed health
personnel in urban and rural poverty areas.

(8) Health security will supersede in whole
or part various Federal health programs. Be-
cause all persons over 65 will be covered by
the program, Medicare under the Social Se-
curity system will be ended. Federal aid to
the States for Medicaid and other Federal
programs will also be ended except to the ex-
tent that benefits under such programs are
broader than under health security. However,
the bill does not revise the current provisions
for personal health service under the Veter-
ans' Administration, temporary disability, or
workmen's compensation programs.

FIVE-MEMBER BOARD
(9) Administering the health security pro-

gram will be concerned primarily with the
availability of services, the observance of
high quality standards, and the containment
of costs within reasonable bounds. Policy
and regulations will be established by a five-
member, full-time Health Security Board,
appointed by the President with the advice
and consent of the Senate. Members of the
board will serve five-year terms and will be
under the authority of the Secretary of
Health, Education and Welfare.

So far as general policy, the formulation
of regulations and the allocation of funds, a
statutory National Advisory Council will as-
sist the board. Members of the Council will
include representatives of both providers and
consumers of health care.

Administration of the program will be car-
ried out through the 10 existing HEW re-
gions as well as through the approximately
100 health sub-areas that now exist as nat-
ural medical marketplaces In the nation. Ad-
visory councils on matters of administration
will be established at each of these levels.
Through its regulation, the board will guide
the overall performance of the program. It
will coordinate its activities with State and
regional planning agencies, and it will ac-
count for its activities to Congress.

(10) A health security trust fund, similar
to the Social Security trust fund, will fi-
nance the program. The fund will derive its
income from three sources: 40 per cent from
Federal general revenues; 35 per cent from a
tax of 3.5 per cent on employers' payrolls
and 25 per cent from a 2.1 per cent tax on
individual income up to $15,000 a year.

It is important to note that employers may
pay all or part of their employees' health

security tax, and they would be expected to
preserve obligations under existing collec-
tive-bargaining agreements.

The board each year will make an advance
estimate of the total amount needed for ex-
penditure from the trust fund to pay for
services, for program development, and for
administration. The board will allocate funds
to the several regions, and these allocations
will be subdivided among categories of serv-
ices in the health sub-areas. Advance esti-
mates, constituting the program budgets,
will be subject to adjustments in accord-
ance with guidelines in the act. The alloca-
tions to regions and to sub-areas will be
guided initially by the available data on
current levels of expenditures. Thereafter,
they will be guided by the program's own
experience in making expenditures and in
assessing the need for equitable health care
throughout the nation.

TWICE PRESENT TOTAL

(11) On the basis of data from fiscal 1969,
the most recent year for which complete
statistics are available, the health security
program that we are talking about here
would have paid for a total of $37 billion
in personal health care services in the United
States. Had the program been in existence
in 1969, therefore, it would have paid ap-
proximately 70 per cent of the $53 billion in
total personal health expenditures for that
year, or about twice the percentage that
existing forms of public and private health
insurance now pay.

It is also important to stress that, overall,
expenditures under the health security pro-
gram will not create a new round of Federal
health expenditures, layered on top of exist-
ing public and private expenditures for
health care. Instead, the health security pro-
gram is designed to achieve a rechanneling
of expenditures already being made, so that
existing funds may be allocated more effi-
ciently.

In essence, health security expenditures
will replace the large amount of wasteful and
inefficient expenditures already being made
by private citizens, by employers, by volun-
tary private agencies and by Federal, State
and local governments. Only in this way can
we begin to guarantee our citizens better
value for their health dollar.

THE DIFFERENCES
In the end, I think the Health Security Act

differs from previous proposals for national
health insurance. As I and others have noted,
it is not just another proposal for insurance.
It is not just another design for pouring
more purchasing power into our already
over-strained and over-burdened system for
delivery of medical care. It is not just an-
other proposal to generate more professional
personnel or more hospitals and clinics,
without the means to guarantee their effec-
tive utilization.

This is a proposal to give us a national
system of health security. Under this pro-
gram, the funds we make available will fi-
nance and budget the essential costs of good
medical care for the years ahead. At the same
time, these funds will be building new ca-
pacity to bring adequate, efficient and reli-
able medical care to all families and individ-
uals in the nation.

WORSE TODAY

In closing, I want to point up a few facts
which I believe as well as any others illus-
trate the need for this program.

For example, the health of most Americans
is worse today than it was 15 or 20 years ago
compared with other industrial countries.
Despite the high percentage of our earnings
we pay for health care, the high competence
of our doctors and the highest level of in-
come in the world, this is true.

The Committee for National Health In-
surance recently compiled statistics on in-
fant deaths, maternal mortality, life expect-
ancy and the mortality of men in their

middle years with those of other industrial-
ized countries, and found that the United
States ranks:

Thirteenth among industrial countries In
death of infants during the first year of
life.

Seventh among industrial countries in the
percentage of mothers who die in child-
birth.

No better than 18th in the life expectancy
of males and 11th for females.

Sixteenth among other industrial coun-
tries in the death rate of males in their
middle years.

In all instances, the U.S. ranked better 15
or 20 years ago.

In a nutshell, these statistics point up
quite clearly that something is indeed wrong
with the delivery on massive scales of health
care in our country.

And that is why I say that a bold, new,
innovative program of national health insur-
ance for all Americans is an idea whose time
is at hand.

S. 4-INTRODUCTION OF A BILL TO
AMEND THE TRADE EXPANSION
ACT OF 1962
Mr. THURMOND. Mr. President, I

send to the desk a bill on behalf of my-
self and Senator COTTON to amend the
Trade Expansion Act of 1962. This bill
is identical to the trade bill that was re-
ported out of the Senate Committee on
Finance December 11, 1970, in the 91st
Congress.

The flood of cheap foreign goods in un-
reasonable quantities into the United
States is literally destroying the textile-
apparel industry-an industry vital to
the well-being of our economy and one
which is rated second only to steel as
far as national defense is concerned. The
fate of America's textile-apparel indus-
try and its employees is now in the hands
of the Congress.

Mr. President, throughout the history
of this country the textile-apparel in-
dustry has been a major source of Amer-
ican jobs, greatly assisting in providing
this country with a very high rate of
employment. Today it directly employs
one out of every eight manufacturing
workers for a total of 2.5 million people
and indirectly employs another 3 million.
Because of the tremendous increase in
foreign imports during the last few years,
these jobs of American workers have
been placed in serious jeopardy. Since
1965 imports have doubled, resulting in
over 300,000 workers being laid off. This
situation becomes more critical each year
as exemplified by the fact that one-third
of these job losses occurred between Jan-
uary and September of last year alone.
The Department of Commerce estimates
that a total of 125,000 textile-apparel
workers lost their jobs during the year
1970. I should like to point out that a
laid-off textile worker not only ceases
to pay taxes but may be reluctantly
forced to go on relief. Passage of the
trade bill is the only way we are going
to be able to stop this number from in-
creasing and make it possible for those
who have already lost their jobs to get
back on a payroll.

The textile-apparel industry has plants
in all of our 50 States, and they are im-
portant to large and small communities
alike. In hundreds of small towns and
villages throughout the Nation, textile-
apparel plants are the only employers of
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